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AB STRACT: The re la ti on ships bet we en Ot to man Em pi re and Mon-
te ne gro which dec la red its in de pen den ce in 1878 we re de ve lo ped to a good 
po int, espe ci ally du ring Ab dul Ha mid and Ni ko la’s re ign. Thanks to the se 
good re la ti ons, loan agre e ments we re among the fi nan cial sup ports. In this 
pre sen ta tion, two loan agre e ments sig ned in or der to loan to Mon te ne gro 
thro ugh Ot to man Bank will be men ti o ned and the ef fect of the se two loan 
agre e ments on Ot to man-Mon te ne gro re la ti ons will be di scus sed.  
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In tro duc tion

Mon te ne gro, an in de pen dent and re la ti vely small-si zed Bal kan co un try 
by the Adri a tic Sea, esta blis hed re la ti ons with the Ot to man Em pi re as early as 
the 14th cen tury. The Ot to mans we re not able to do mi na te Mon te ne gro fully 
due to dif fi cul ti es po sed by ge o graphy and the tri bal li festyle pre va i ling in the 
re gion. Mon te ne gro was ho me to se ve ral re volts aga inst the Ot to mans in the 
19th cen tury, which was a con se qu en ce of na ti o na list mo ve ments and pan-Sla-
vic ten den ci es of the ti me. The ac ces sion of Ab dul Ha mid II to the Ot to man 
thro ne, fol lo wed by the Rus so-Tur kish war (1877-1878), led to the con clu-
sion of 1878 Ber lin Tre aty which me ant in de pen den ce for Mon te ne gro. 

Ber lin Tre aty ga ve Mon te ne gro an op por tu nity to ex pand its bor ders. 
Cen tu ri es-long strug gle aga inst the Ot to man Em pi re cul mi na ted and its suc-
cess at the war to ok the co un try to the in ter na ti o nal sta ge1.
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Un der the ru le of Nic ho las I, Mon te ne gro be gan di plo ma tic re la ti ons 
with the Ot to man Em pi re. Mi nor bor der skir mis hes be ing ex cep ted, the re la-
ti ons us he red in an ap pro xi ma tely 30-year era of no ar med con flict bet we en 
the two sta tes un til the de po si tion of Ab dul Ha mid II. The pe a ce ful era has 
ra i sed the re la ti ons bet we en the two to a very po si ti ve high. The po li ti cal 
le a der ship skills of Ab dul Ha mid and Nic ho las I, as well as the ir fri endly 
man ners, played a ma jor ro le on the mu tu ally ami ca ble re la ti ons. In ci dents 
esca la ting to cri sis le vels bet we en the two sta tes we re re sol ved with the so lu-
tion-ori en ted and pe a ce ful ap pro ac hes of the se two le a ders. Nic ho las’ vi sits 
to Is tan bul, co u pled with Ab dul Ha mid’s ho spi ta lity, hel ped Mon te ne grins to 
to ne down the ir hi sto ric per cep tion of Turks as fo es2.

In this 30-year pe riod, the eco no mic and fi nan cial re la ti ons bet we en 
two co un try, con ti nued to in cre a se. Sta tes al ways ma de loan agre e ments in 
the na me of fi nan cial af fa irs in the hi story. One of the loan agre e ments which 
was sig ned in hi story is the one bet we en Oto man Sta te and Mon te ne gro. Be-
fo re ex pla i ning this loan to Mon te ne gro in 1892, I wo uld li ke to ta ke a lo ok 
at the po li ti cal, eco no mi cal and fi nan cial sti tu a tion of Oto man Em pi re and 
Mon te ne gro.

a. Fi nan cial Si tu a tion of Ot to man Em pi re at the End of 
    the 19th Cen tury

Even tho ugh the Ot to man Em pi re was ne a ring the end of her li fe and 
known as the “sick man of Euro pe” at the end of 19th cen tury, she was able 
to ke ep her po si tion among the most po wer ful sta tes in Euro pe and the world. 

Fa cing very hu ge wars li ke Cri mean and Ot to man-Rus sian war of 
1877, Ot to man Em pi re star ted lo sing its po wer on Bal kan sta tes and the eco-
nomy kept wor se ning. Espe ci ally af ter the Cri mean war, Ot to man Em pi re 
bor ro wed mo ney from the Big Po wers. This was the star ting po int of get ting 
in to debt in 1854. It was tho ught and ex pec ted that this fi nan cial ac ti vity 
wo uld be the so lu tion for Ot to man Eco no mic cri sis. But it did not hap pen. 
Be ca u se the lo ans we re not used ef fec ti vely, the eco no mic si tu a tion got wor-
se. Un til the year 1874 Ot to man Em pi re ma de 15 fo re ign in dep ments. Even 
tho ugh the amo unt of Mo ney for dept was 239 mil lion li ras, the Mo ney that 
the Por te ta ke was only 127 mil lion li ras. In or der to co ver this bud get de fi-
cit, the Ot to mans in cre a sed ta xes ta ken from the pe o ple li ving in the Bal kan 
re gion.  This tax in cre a se ma de the pe o ple un com for ta ble and they star ted 
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re vol ting aga inst Ot to mans. Af ter 1877-78 things got even wor se.  It was 
dec la red that even the lo ans ta ken from Ot to man Bank and Ga la ta Ban kers 
co uld not be paid3. 

In 1881, by sig ning The Mu har rem Dec ree the re ve nu es from stamp 
du ti es, al co hols, fis hing, salt and to bac co we re left to the Duyun-ı Umu-
miye, (Ot to man Pu blic Debt Ad mi ni stra tion) an or ga ni za tion esta blis hed for 
paying do me stic and in ter na ti o nal debt of the Ot to man Em pi re4. Thro ugh 
this or ga ni za tion, the debt payment was syste ma ti zed, and the big po wers 
we re pre ven ted from in ter fe ring in Ot to man po li tics. So me says this or ga ni-
za tion was  a ‘sta te wit hin the sta te’ and a fi nan cial in te gra tion with Euro pe5.

 The 1877-78 war left a lot of ca su al ti es died and wo un ded mil li ons. 
Tho u sands of pe o ple we re for ced to im mi gra te and le a ve the ir ha bi tual pla-
ces. This pro cess tur ned Ana to lia and al so İstan bul to a pla ce of im mi grants. 
Even tho ugh the im mi gra tion pro blem was not a new one in the Ot to man 
Em pi re, this war wor se ned the si tu a tion. At le ast one mil lion pe o ple mi gra-
ted to Ot to man Em pi re from Rus sia, Bal kans and Ca u cas sia. It ca u sed eco-
no mic and fi nan cial pro blems. This cu mu la ti ve mi gra tion ca u sed pro blems 
in the are as of set tle ment, fe e ding, and ad mi ni stra tion. The se pro blems to ok 
a very he avy toll on the eco nomy and the bud get.

b. Fi nan cial Si tu a tion of Mon te ne gro at the end of 
     the 19th cen tury

Mon te ne gro with its ge o grap hic fe a tu res and ge o po li ti cal po si tion was 
not fit for com mer cial ac ti vity. And al so it was pretty much im pos si ble to 
en ga ge in agri cul tu ral ac ti vity be ca u se of the mo un ta i no us cha rac ter of the 
re gion.  Mic ha le Pa la i ret says:

“The crops sel dom suf fi ced to me et the exi gu o us le vels of grain con-
sump tion to which the po pu la tion was ac cu sto med and they we re su bject to 
se ri o us year to year fluc tu a ti ons be ca u se the po ro sity of the karst rock ma de 
the har vest acu tely vul ne ra ble to dro ught. Grain was usu ally im por ted but 
com mu ni ca tons in hi bi ted its com mer cial cir cu la tion in tu ral are as. Even in 
the re la ti vely abun dant 1880s not a year went by wit ho ut re ports of star va-
tion and fa mi ne mor ta lity re ac hing the go ver ment in ce ti nje. The supply of  
li ve stock pro ducts was al so at the mercy of a hard win ter, sin ce the out put of 
3 Stanford J. Shaw &Ezel Kural Shaw, History of the Ottoman Empire and Modern Turkey, 

V. 2, Cambridge University Press, UK 2002, pp. 223
4 Enver Ziya Karal, Osmanlı Tarihi, V.8, TTK, Ank. 1993, p.427; Stanford J. Shaw &Ezel 

Kural Shaw, ibid, p. 223
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Press,pp. 433
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hay usu ally fell far short of the mi ni mal win ter fod der ne eds of the ani mals. 
De ep snow co uld re sult in hu ge los ses and a sin gle adver se win ter co uld re-
du ce the ani mal stoc kbey a fifth or mo re6.” 

The re was very lit tle area su i ta ble for agri cul tu re and it was not eno-
ugh for eco no mic re vi val. In this mo un ta i no us re gion, pe o ple of Mon te ne gro 
put any su i ta ble area to agri cul tu ral use, no mat ter how small it was. In ad di-
tion, ho we ver, very fer ti le agri cul tu ral and com mer cial are as, such as Ul cinj 
(Ülgün), Pod go ri ca and Bar, we re left to Mon te ne gro un der the Ber lin Tre aty. 
Re si dents of the se pla ces, far mers, tra ders etc. mi gra ted to Ot to man Sta te. So 
Mon te ne gro co uld ma ke use of the se pla ces and are as very ef fi ci ently7.  This 
si tu a tion af fec ted Mon te ne grins and Mon te ne grin eco nomy very ne ga ti vely

Mon te ne grins, in this at mosp he re of pe a ce bet we en the Ot to mans and 
Mon te ne gro, went for work to ot her co un tri es li ke Italy, Bri tain, Austria, and 
the Uni ted Sta tes. Mon te ne grins al so pre fer red the Ot to man Em pi re as a pla-
ce of work. As such, Mon te ne grin men and wo men hel ped the eco nomy to 
ri se. They co uld pay the ir ta xes and send mo ney to the ir fa mi li es. Bet we en 
1856-1874, abo ut 1500 mon te ne grin wor kers had mi gra ted to İstan bul. They 
co uld be hi red as gu ards, sta ble boys, bodygu ards, bank gu ards, do or men in 
İstan bul 8. Even in 1888 İstan bul, the dis trict of Büyükçekmece was one of 
the pla ces that the se la bo rers wor ked as gu ards in farms and fo rests9. And al-
so at the Zon gul dak Ere gli coal mi ne (Me a din-i Hümayun) the re we re abo ut 
150 mon te ne grin coal mi ne wor kers in 189810. Be si de this, Prin ce Nic ho las, 
thro ugh fa mily con nec ti ons, con tac ted with the ot her co un tri es’ royal fa mi-
li es. As a “fat her in law” of Euro pe, he had the op por tu nity of ta king the 
advan ta ge of the se co un tri es to get help11.

c. First Loan Agre e ment

Con si de ring all the se in ci dents, Mon te ne gro di ved in to a very big fi-
nan cial cri sis in 1892. De spi te the aid from Rus sia, Austria, Fran ce, Bri tain 
and Italy, Mon te ne gro was fig hting aga inst hun gry and fa mi ne. Of the se fi-
nan cial aids, the most sig ni fi cant one was the Ot to man’s fi nan cial aid.

In this con text, the Ot to mans lo a ned to Mon te ne gro for a two-year pe-
riod with the tre a sury obli ga ti ons12. Mon te ne gro pro vi ded Ot to man Mi ni stry 
6 Michael Palairet, Balkan Economies c. 1800-1914, Cambridge University Press, Cambridge 

1997, pp. 146
7 Michael Palairet, pp. 212
8 Michael Palairet, pp. 152
9 BOA (Başbakanlık Osmanlı Arşivi), DHMKT, 1482/17, 31.01.1888
10 BOA, İHUS, 55/1315RA045, 16.RA.1315; İHUS, 62/1315L028, 12.03.1898
11 Ugur Ozcan, pp. 131
12 BOA,Y.PRK PT, 4/65.
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of Fi nan ce a gu a ran tee for 40 tho u sand li ras. Even tho ugh he was cri ti ci zed 
for be ing very ge ne ro us, Abdül Ha mid al ways tried to ke ep the re la ti ons with 
Mon te ne gro at a very high le vel.13

1892 was the year Mon te ne gro had a ri sing fi nan cial cri sis, and dro-
ught af fec ted agri cul tu re.  Fa ced with hun ger and fa mi ne, Mon te ne gro got 
in to ac tion to ob tain a loan. Fi nan cial mi ni ster first paid a vi sit to Austria. 
Ne go ti a ti ons to ok pla ce in Vi en na. Then the next mi ni ster of fi nan ce ap plied 
to the banks of Pa ris and Brus sels for a loan.  The fo re ign mi ni ster, when he 
went to Ve ni ce to at tend Prin ces Da rin ka’s fu ne ral ap plied to tra ders from 
Ve ni ce for a loan. But he co uld not ob tain it.14. 

On the ot her si de, as Mon te ne gro’s chi ef tra ding part ner, Austria cut 
the yearly 30 tho u sand flo rin ne arly 3800 Osman lı li ras aid, de sig na ted for 
road con struc tion. Austria used the advan ta ge of her ge o grap hi cal po si tion to 
do mi na te Mon te ne gro eco no mi cally15. Mon te ne gro’s ba lan ce of the bud get 
was abo lis hed be ca u se of Austrian in ter fe re. Even the Of fi cers of Mon te ne-
gro co uld not get the ir sa la ri es for se ven mo unts. At the be gi ning of 1892, 
Mon te ne gro’s debt was as fol lows:16

43.000 Flo rin To the Tra ders
35.000 Flo rin To the Tra ders from Scho der and Italy 
13.000 Flo rin Ot to man Post and Tel graf Of fi ce

7000 Flo rin Austria-Hun ga ria Post and Tel graf Of fi ce 
8.500 Flo rin Mal ta Tra ders 
1500 Flo rin To the tra der whom coal bo ught for ship. 

To taly
108.000 Flo rin Ne arly 10 bin Ot to man li ra

Alt ho ugh Mon te ne grin of fi ci als ap plied to fi nan cial or ga ni za ti ons all 
aro und Euro pe, they co uld not find the mo ney they ne e ded.

when the Of fi ci als and the tra ders ra i sed the ir vo i ces aga inst go ver-
ment, Mon te ne grin am bas sa dor in İstan bul Mi tar Ba kic, con tac ted the Sul-
tan and ex pla i ned the si tu ta tion that Mon te ne gro was in. with the gu a ran tee 
pro vi ded by the Ot to man Em pi re, Mon te ne gro and Ot to man Bank sig ned a 
small loan agre e ment for an amo unt of 10 tho u sand Na po le ons17. At that ti me 
13 Süleyman Kani İrtem, Bilinmeyen Abdülhamid Hususi ve Siyasi Hayatı I., Haz: Osman 

Selim Kocahanoğlu,  Temel Yayınları, İstanbul 2003, pp.141.
14 BOA, Y.PRK EŞA, 16/29, 21.08.1892
15 According to 29th article of Berlin Treaty, Montenegro had to ask for Asutrias permission to 

build roads and railroads. John D. Treadway, The Falcon and The Eagle, Purdeu University 
Press, Indiana 1998, pp. 10

16 BOA, Y.PRK EŞA, 16/29, 21.08.1892
17 BOA, Y.PRK EŞA, 16/29, 21.08.1892
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The Ot to man Bank (Bank-ı Osmanî-i Şaha ne) fo un ded in 1856 in İstan bul, 
was a French, Bri tish in ve sters and Ot to man go vern ment mu tual or ga ni za-
tion18. 

So Mon te ne grin go ver ment over ca me this fi nan cial cri sis with this 
loan agre e ment. when Mi tar Bakiç sent a te le gram and ex pla i ned the im-
pro ve ments to Ni ko la, he was in Ni kş ik, and ple a sed with the news. He sent 
a con gra tu la tory and thank ful te le gram to the Sul tan for his fri en dship and 
ge ne ro sity19. 

d. Se cond Loan Agre e ment

The se cond loan agre e ment bet we en Ot to man Em pi re and Mon te ne-
gro was sig ned in 1898. In Ja nu ary 25th, 1898, with the gu a ran tee of the 
Ot to man Em pi re, the Ot to man Bank lo a ned 25 tho u sand gold francs. (500 
tho u sand frank)  to Mon te ne gro.20 This amo unt of 100 tho u sand francs per 
year was to be paid back in a 5-year pe riod.  

whi le Mon te ne gro was re pre sen ted by his am bas sa dor Mi tar Ba kic in 
İstan bul, Ot to man Em pi re’s re pre sen ta ti ve was Fi nan ce Mi ni ster Tev fik Pa-
şa21.  Now let’s ta ke a clo ser lo ok at the ar tic les of this agre e ment:

First ar tic le
At the Mon te ne grin re qu est, Ot to man Bank agre es to loan 25 tho u sand 

Gold Francs, which is ne arly 500 tho u sand francs
Se cond Ar tic le
Mon te ne gro shall pay back the loan, with %6 in te rest, in 100 tho u sand 

frank in stal lments per year till 1898 and pay it back in 5 years to the Ot to man 
Bank. 

Third ar tic le
%6 in te rest if it won’t pay on ti me.
Fo urth ar tic le
Ot to man Em pi re pro vi des gu a ran te es aga inst Mon te ne gro’s 500 tho-

u sand frank loan.
Fifth ar tic le
If the yearly in stal lment was not paid on ti me, the prin ci pal and the 

in te rest wo uld be ta ken eit her from deb tor (Mon te ne gro), or the gu a ran tor 
(Ot to man Em pi re)

18 Kaya Bayraktar, “Osmanlı Bankası’nın Kuruluşu” Cumhuriyet Üniversitesi İktisadi ve 
İdari Bilimler Dergisi, V.3, No:2, 2002, Sivas, pp. 81-82. Even though it was an “Ottoman 
Bank” only %4 of the capital belonged to Ottomans.

19 BOA, Y.PRK EŞA, 16/29. 
20 BOA, YA.RES, 91/4, 24.01.1898
21 BOA, İ.HR, 357/1315N-14. 05.02.1898 
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This agre e ment con sists of 3 co pi es pre pa red in İstan bul in 1898. And 
al so the Sa dra zam had writ ten to the sul tan to get his per mis sion.22

This loan agre e ment be ing tal ked abo ut, was di scus sed in the Spe cial 
Co un cil of Mi ni sters (Encümen-i Mah sus-u Vükelâ) con sist of the mi ni ster 
of com mer ce and work mi ni stry for in ter nal af fa irs, de puty of the co in cil 
of the ca bi net (şurâ-yı hükümet nâibi) and mi ni stry of ju sti ce. The fact that 
Ab dul Ha mid’s po int of wi ev had been very ef fec ti ve in this di scus sion. Be-
si de this, it was de ci ded not to re fu se Mon te ne gro’s re qu est to ke ep its good 
re la ti ons with Ot to man Em pi re and its fri endly ap pro ach to sul ta na te and  it 
me ans al so  “con fir ma tion for be ing a gu a ran tor” for this loan. fol lo wing day, 
De ci sion of the Spe cial Co un cil of Mi ni sters, ap pro ved by the Sul tan, and 
sent to de part ment of fi nan ce to ta ke in ac tion23. As it is seen, sta bill si tu a tion 
bet we en two co un try was in con si di ra tion, whi le sig ning the loan agre e ment.  

Ac cor ding to this agre e ment Oto man Em pi re had de po si ted  500.000 
franks to Oto man Bank for Mon te ne gro in the year 190024. But the way this 
loan agre e ment was re flec ted in the new spa pers was very dif fe rent in US and 
Bri tain. Alt ho ugh it was writ ten in the New York Ti mes that Ab dul Ha mid II, 
lo a ning to Mon te ne gro thro ugh the Ot to man Bank, had “bo ught off” Mon te-
ne gro,  the sa me NY Ti mes al so dec la red that the loan agre e ment was very 
wi se and ma de Mon te ne grins happy25. 

Con clu sion

The se loan agre e ments hel ped the good re la ti ons to re ach a very po si-
ti ve high. Right af ter this year in 1899 Prin ce Ni ko la vi si ted İstan bul. The re 
we re bor der pro blems in his dos si er. But the re was one mo re thing the re al so. 
It was the 1898 loan agre e ment. To thank Sul tan Abdülha mid for this loan 
agre e ment was an im por tant re a son for vi si ting İstan bul. 

Mon te ne gro so me ti mes did not or co uld not pay the loan back. At that 
ti me the Ot to man Em pi re era sed the debts. For exam ple in 1903 the mo-
ney lo a ned to Mon te ne gro was paid by Ot to man Tre su ary. Af ter this ge stu re, 
Prin ce Nic ho las, sent a mes sa ge of gra ti tu de to sul tan Abdülha mid.

The re is one mo re thing we sho uld con si der: Ot to man Em pi re was at 
war aga inst Gre e ce at that ti me. Even tho ugh Ot to man Em pi re was in war 
eco nomy, Abdül Ha mid did not he si ta te to be gu a ran tor for Mon te ne gro26.
22 BOA, İHR 357/1315-N-14. 05.02.1898
23 BOA, İHR 357/1315-N-14. 05.02.1898
24 BOA, Y.PRK.EŞA, 33/37, 09.06.1899
25 New York Times, “The Sultan’s Astuteness; Abdul Hamid Has Prevented A Combination 

Against Turkey. Montenegro and Servia Placated, and Now An Attempt Is Being Made To 
Deal with Bulgaria” September 26, 1903, Saturday, pp. 5

26 BOA, Y.A.HUS. 454/20, 13.08.1903
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The main re a son for do ing this was to hold Nic ho las out of Bal kan 
Union. Abdülha mid as a clo se fri end ne ver wan ted Nic ho las to stand aga inst 
him.  Se condly he wan ted to ke ep the pe a ce and did not want the Bal kans 
de sta bi li zed.

On the ot her hand Nic ho las had the op por tu nity to use big po wers in-
te rest’ in Mon te ne gro for the be ne fit of his co un try in tel li gently27. 
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Document 1. The First Page of the Loan Agreement. BOA, 
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Document 2. The second Page of the Loan Agreement. BOA,  
	 	 						İ.HR,	357/1315N-14
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Document	3.	The	Decision	of	the	Special	Council	of	Ministers	
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Asst. Prof. Dr. Uğur ÖZCAN

THE LOAN AGREEMENT BETwEEN THE OTTOMAN EMPIRE 
AND MONTENEGRO, AND FINANCIAL AID TO MONTENEGRO

Summary

According to author, loan agreements helped the good relations to reach a 
very positive height between Ottoman Empire and Montenegro. To thank Sultan 
Abdülhamid for the loan agreement in 1899, was an important reason for Prince 
Nikola’s visiting İstanbul. 

Montenegro sometimes did not or could not pay the loan back. At that time 
the Ottoman Empire erased the debts. For example in 1903 the money loaned to 
Montenegro was paid by Ottoman Treasury. After this gesture, Prince Nicholas, sent 
a message of gratitude to Sultan Abdülhamid.

Even though Ottoman Empire was in war economy, Abdül Hamid did not 
hesitate to be guarantor for Montenegro. The main reason for doing this was to hold 
Nicholas out of Balkan Union. He wanted to keep the peace and did not want the 
Balkans destabilized.


