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                    Abstract
This paper focuses on the Ottoman economy from the beginning of the nineteenth century until the early twentieth century when the first wave of economic globalization coupled with the sweeping forces of rapid industrialization in the West led to major structural changes that are deemed to be responsible for the Great Divergence in income levels. An important part of this process for the Ottoman economy and the rest of the Periphery was secular improvements and increased volatility in the relative price of exports compared to imports, i.e., the terms of trade (ToT). A large body of literature suggests that both the changes in and the volatility of ToT may affect economic development in different ways. We present empirical predictions for Ottoman income growth under various counterfactual ToT scenarios to offer a perspective on the absolute and relative importance of ToT volatility and ToT growth for the Ottoman economy. According to our findings, Ottoman GDP per capita could have grown about 0.63–0.80 \(\text{percentage}\) points faster on average per year over the period 1800–1870, if the Empire faced only half the decadal ToT volatility it actually experienced over the same period.
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                    Notes
	
Pamuk and Williamson (2011) show that from the 1820s to the 1870s the home market share of domestic textile manufactures fell from 97 to 25–35 \(\%\).


	Volatility is measured as the standard deviation of the departures of ToT series from its trend. When computing ToT volatility and average trend growth, we exclude the WW1 period to avoid a potential bias associated with irregular changes in ToT that might be attributed to the war economy.


	We could not generate counterfactual predictions on Ottoman income growth over 1800–1819 due to lack of information on income growth estimates over this period.


	Assuming zero instead of a positive effect for ToT trend growth would simply lead to higher income growth predictions than otherwise except for the fourth counterfactual scenario.


	To our knowledge there is no reliable data on export-to-GDP ratio for the earlier part of the nineteenth century.


	Pamuk (2006) only reports an average income growth figure for 1913–1950, whereas our last period of interest is only a subset thereof (1913–1933) since Ottoman ToT series beyond 1933 are not available. Therefore, for 1913–1933, we had to compute a growth figure from the annual series used in Blattman et al. (2007). We check whether the growth figures in Pamuk (2006) and Blattman et al. (2007) are more or less comparable and find that income growth over the period 1913–1950, as suggested by the Blattman et al. (2007) data, is 0.58 \(\%\). This is somewhat lower than what Pamuk (2006) reports (0.8 \(\%\)) for the same period. Thus we are relatively more skeptic about the growth predictions for this period.
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