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1 Introduction

Many institutional economists including Nobel Prize winner Douglass North showed that the quality of institutions is positively linked with economic performance. In particular, it has been argued that income levels and growth rates of countries with secure property rights are higher than that of other countries where property rights are not properly protected. In the light of these findings, we investigate the evolution of property rights on land in the Ottoman Empire and Modern Turkey in a historical perspective and conclude that because of the state ownership of land, i.e. insecure property rights, the Ottoman Empire failed to catch up with her European rivals in the period of industrialization and modern Turkey, inheriting these bad institutions, never achieved to reach the income levels and growth rated that she desired. 

As it is commonly known, in pre-capitalist societies, agriculture is the predominant sector of the economy. Bearing in mind this information, the most important property right that needs to be protected in such economies is the rights on land. In other words, land ownership structure greatly matters for the economic performance. If individuals own their lands, they will have higher levels of incentives to invest. However, if somebody else has the power to confiscate individual’s property, this incentive to invest will be lower, in some cases non-existent. Thus, it can be concluded that more secure property rights in land ownership leads to higher investment, which in turn increases both income levels and growth rates. 

In order to understand the economic performance of the Ottoman Empire and modern Turkey, it is imperative to look at the institutional formation and evolution of these two successively established countries. Hence, in this paper we will investigate why certain types institutions were chosen and applied over other alternatives and how they changed throughout the course of time. 

2 Ottoman Land Regime

The main form of land ownership in the Ottoman Empire was what was called the timar (fief) system. The basics of this system include the fact that state grants a certain amount of land to a person in return for military service. The person who is granted with fief (called cavalryman with fief/timarli sipahi) not only attends campaigns but also has to bring auxiliary horsemen in proportion with his land size. In other words, these people constitute a part of the Ottoman army and are paid by collecting taxes from the peasants. Hence, they are soldiers and they are not engaged in agricultural production themselves. 

The production belongs to the peasants who pay in kind taxes to the state. These cavalrymen are also responsible for monitoring peasants and distributing land to farmers within their fiefs. Yet, they have neither financial nor administrative nor judicial immunity (Pamuk, 2005). The state officials can enter these lands with the permission from the central government in order to conduct financial control. Similarly, cavalrymen with fief (timarli sipahi) are monitored via civil servant inspections for administrative purposes. On the other hand, local judges perform judicial duties. In addition, since the bare ownership of the land belongs to the state, the cavalryman does not have the right to sell, donate, bequeath, mortgage or transfer (Inalcik, 1994). Although this system started as a non-hereditary system, with the halt to the expansion of the conquered land, it became hereditary (Moutafchieva, 1988). Finally, if the cavalryman fails to fulfil his military duty or allows the peasants under his jurisdiction to leave the land uncultivated for more than three years, then the state has the right to take back the land. If these conditions are not satisfied, the land cannot be taken away without a just cause. 

3 Ottoman Land Regime and Feudalism

Some forms of feudal systems were observed in mediaeval Europe, New France and in Japan. In the European feudalism, the lord grants a piece of land (and a castle) to his vassal as a payment for his services. The vassal and the lord have a special contract that bound them together. The vassal takes an oath of fealty and homage in order to acknowledge his lord that he would serve him as his warrior. On the other hand, the feudal lord was obliged to provide military protection, security and assistance for his vassals. The fief given to the vassal in exchange for his allegiance could be taken away from him, in the case of default (Duus, 1976). In the same way, the vassal could leave his lord if the lord failed his obligations to him. Furthermore, fiefs, during the early feudal era, were not hereditary and could be acquired by the son only when he himself became a vassal. Yet, it became hereditary at the later stages.

Secondly, the timar system can also be compared to the seigneurial regime in New France in late seventeenth and eighteenth centuries. In the latter system, the King of France granted plots of lands to individuals called seigneurs with the aim of settling in the colony. The similarities of the two systems can be categorized as follows: First of all, in both cases, government prevented to create a large landed class and encouraged settlement and cultivation. Secondly, the rights of timar holders and of the seigneurs were limited. A seigneur’s rights included status and honor within the society, collection of taxes, imposing corvees, taking away the lands of censitaire (habitant) who did not cultivate, and reserving the right to fish. Thirdly, neither seigneurs nor the timar holders could have exclusive use of the land that they possessed. They could only retain a certain part of the land for their own use, which are the domain and the hassa ciftlik for the seigneur and the timar holder respectively. However, it is important to mention that although all seigneurs had a domain, not all timar holders had a hassa ciftlik. And finally, both the seigneur and the timar holder distributed the land to the peasants for cultivation. Yet, in the case of the former, farmers applied for the seigneurial lands and the seigneur had no right to refuse to cede lands without a reasonable cause (Trudel, 1967).

Between tenth and fourteenth centuries, the power of the emperor in Japan was weak, but the power of the bakufu
 was very strong.  It is said that the feudal period of Japanese history starts with the first bakufu, Kamakura Bakufu, with its first shogun Yoritomo. During this period, Yorimoto ruled the country by ties of vassalage. He granted shiki (land rights) to the gokenin (honorable horsemen) in return for complete loyalty. In addition, the gokenin were obliged with guarding of the bakufu headquarters during peace times and serving as armed soldiers in the wars (Duus, 1976). Yorimoto established his stability of power by distributing lands to these vassals for perpetuity, yet in regions far away from their native provinces, just as Ottoman sultans granted timars where the individual has no local power. 

The similarities in Japanese and Ottoman feudalism in the above-mentioned eras are that both had relatively strong central powers, although in case of Japan, the power is centralized in the hands of warriors, not the emperor. There are requirements for military services from the vassal in return for the tax collection from the peasants. However, the rooted local nobilities was so much more difficult to remove in Japan then in the Ottoman Empire. Hence, in the end, daimyo (landlord class) power and general feudal institutions lived for a long time in Japan, whereas in the Ottomans such rises in the power of the landed class were continuously suppressed.

4 The Evolution of the Ottoman Land Regime

How the timar (fief) system came into existence can be explained by using evolutionary game theory. Before the Ottomans, other systems, which resemble to the fief (timar) system, existed in the areas where Ottomans conquered. For instance, in Anatolia, particularly Anatolian Seljuks, Persians, and their neighbours used a system called ikta.  In this system, tax farms were divided and granted to soldiers by the central government in return for military service. The system was hereditary and the granted land could be taken away by the state in case of misbehaviour towards peasants and failure to conduct military duty. Hence, ikta and timar systems are almost identical (Koprulu 1999, Moutafchieva, 1988). On the other hand, in the Thrace area, Ottomans found an intact land regime called pronias. Under the pronoia system, estates were given to both civil and military high officers, monasteries and private individuals. The recipient, who was granted the estate for a limited period of time (usually one lifetime), had to serve as a heavily mailed knight and bring a certain number of horsemen (depending on the size of his estate). Moreover, the recipient could not sell or bequeath the estate, although s/he was exempt from taxes and public works. S/he also had to right to exclude the imperial officers from his lands and had a limited power of jurisdiction over the peasants (Kantorowicz, 1965).

Since very similar systems existed and survived in the lands occupied by the Ottomans, we can assume that the normal population was satisfied with maintaining the status quo. In other words, suppose that everybody in the population takes action X (keep the fief regime). But there is a small fraction, ε, which are mutants who follow action Y (a different regime). Since this is a large population, the probability of a person who takes X being matched with a mutant is ε and probability of a normal person being matched with a normal is 1-ε. Suppose the payoffs are as follows: 

	Figure 1

	
	X
	Y

	X
	2,2
	0,0

	Y
	0,0
	1,1

	Source: Osborne (2004), p. 395


This shows that the expected payoff of a normal person is: 
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Similarly, the expected payoff of a mutant person is:
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If ε is smaller than 2/3, then 2(1-ε) > ε; which means the expected payoff of every normal is greater than the expected payoff of every mutant. In this case, the action X is evolutionarily stable or is a best response to the environment. Given that the action X is an evolutionary stable equilibrium of this game, it can be concluded that Ottomans keeping the existing land regime in a stable outcome, which will persist until new random disturbances affect the environment. 

Outside disturbances to the system start in the fifteenth century. There are three main external impacts that cause to change the normal action X from keeping the fief system to a new system. First of all, due to worsening economic conditions, rural populations in Europe started to migrate to the cities. This, in turn, led to commercialized agriculture to feed the increasing urban population. Secondly, technological improvements in shipbuilding and seamanship opened the way to geographical discoveries. The new colonies of the Western European states provided huge amounts of silver and gold, which spread to Europe and to Asia. The rise in money resulted high levels of inflation. The Ottoman Empire, who could not compete with the flow of bullion, had to debase her currency. Lastly, the spread of soldiers with firearms caused an increase in the power of the European armies against others. As a response to this development, the Ottomans raised the number of waged soldiers of the central army with proper military education (in the beginning of 1550, the number of waged soldiers rose from 13 thousand to 38 thousand) and the cavalrymen who fought with bows, arrows, and swords, sharply lost importance (Pamuk, 2005). 

The above-mentioned disturbances caused normal population to take action Y and mutants to take action X. In this case, the expected payoff of a normal person (left hand side) is greater than that of a mutant (right hand side), if ε is smaller than 1/3: 
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Hence, action Y (change the system) is an evolutionarily stable equilibrium.

Although, the change demanded by the population, especially by the cultivators was towards more private property rather than state ownership of the land, because the central authority in the Ottoman Empire was very strong, the ownership remained in the state hands. The new introduced system was tax-farming (iltizam).  According to this system, the right to collect taxes from the peasants was taken away from the cavalrymen and was auctioned and granted to private individuals in return for a lump sum. The difference between this paid sum and the tax collections constituted the profits of the tax farmer (multezim). In the beginning, the rights were granted only for one to three years, which functioned properly for a period of time. Tax farming was profitable for the state, because it was a risk-free method of tax collection. In addition, it provided the necessary urgent income to the treasury. Nevertheless, from the peasants’ side, the system was a total failure. Tax farmers, who were motivated by profit maximization, increased the pressure on the cultivators. Observing the dissatisfaction of the peasants, the state intervened and in 1695, introduced a similar system called malikane that is granted for a lifetime. The peasants’ status improved by a small degree as the system evolved into being a hereditary system; however, neither the state nor the peasants were fully satisfied with this new outcome. 

In the Tanzimat Devri (Reform Era), which occurred in the mid-nineteenth century, the far-sighted emperors tried to improve the peasants’ condition and to increase the tax revenue by eliminating the old institutions and introducing new codes to regulate the land regime. By this time, many individuals abused the state ownership system and confiscated state lands. In addition, there were other private landholdings
 in the Ottoman Empire, particularly held by local notables and high-ranking civil servants such as judges and former viziers. These lands were generally non-arable lands given by the Sultan himself. Moreover, by reclaiming dead lands that are owned or used by nobody, an individual can obtain freehold title of the land. The reclamation process has certain rules that have to be followed, regulated by the code. All these, the existing freehold lands and conversion of state lands into freeholds, show that there has been a movement towards private property. This movement persisted and formed the basis of the land regime in modern Turkey. 

5 Conclusion

The Ottoman land regime was based on the state ownership and granting these lands as fiefs in return for military service. Because of this structure, the incentives to invest were very small; hence the Ottoman Empire failed to catch up with her contemporary European rivals. However, with random disturbances changing the motivations of the population, the state land regime evolved and today private property principles prevail in modern Turkey. 
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� Bakufu literally means a tent government. It is actually the political institutions that ruled Japan from 1185 until 1868 according to the customs and institutions of warriorship (Duus, 1976).


� There were different types of private landholdings. First of all, there was memluk arazi (true freehold) where the bare ownership belongs to the individual with the right to collect taxes. Second, there was malikane-divani (dual ownership). Here, the bare owner is the individual, but the state has a divani share, the share to collect taxes. In addition to the taxes, the peasants have to pay rent to the owner. Third, there was eskunculu mulk (private land with armed men), where either the land itself or the tax revenue is granted to the individual as freehold property; however, the owner has military obligations. Different from fiefs, the owner has the right to sell, donate, bequeath, mortgage and transfer his grant. 
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