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11 use the term "Middle East" somewhat broadly throughout this book, comprising North Africa,
the entire Arab world, Iran, Turkey, and Islamized Spain under Umayyad rule. Essentially, | use the
term to represent the Islamic world west of South Asia. | apologize if this broad use of the term
offends, but repeatedly using the term "Islamic world west of South Asia" would be an incredible
nuisance, both for you and for me.

2 See Lewis (2002).

3 For more on the connection between urbanization and economic development, see de Vries
(1984), Bairoch et al. (1988), and Bosker et al. (2013). Numerous works of economic history have
employed city size as a proxy for premodern economic development; a few of these works include
de Long and Shleifer (1993), Acemoglu, Johnson, and Robinson (2005), Dittmar (2011), and
Cantoni (2015).

4 In 800, there are twenty-two cities, because four cities tie for nineteenth place on the list. | am
extremely grateful to Maarten Bosker, Eltjo Buringh, and Jan Luiten van Zanden for sharing their
data from their 2013 paper with me. These data were used to create the maps in Figures 1.1-1.4.

5 For more on these data, see Pamuk (2011).

6 Wages were comparable in Istanbul with parts of southern and central Europe. For more on
European wage data, see Allen (2001). For more on Ottoman wage data, see Ozmucur and Pamuk
(2002).

7 For more on European and Asian wage data, see Allen et al. (2011). These wage data are
broadly consistent with Angus Maddison's GDP data, updated in Bolt and van Zanden (2014).
Allen et al. (2011) provide evidence, consistent with Maddison's evidence that real incomes of
Chinese workers were well behind those of workers in northwest Europe in the eighteenth century.
8 Examples of these views are found in Weber (1922), Cromer (1908), von Grunebaum (1966),
and Lewis (1982, 2002). For an overview of this literature, see Kuran (1997, pp. 49-53). For a
classic criticism of this approach, see Said (1978).

9 This certainly does not mean that all economic arguments that depend on cultural explanations are
wrong. Greif (1994a), Guiso, Sapienza, and Zingales (2006, 2009), and Tabellini (2010) are
among a small set of good economic works that take culture seriously. Alston et al. (2016) provide
an insightful example from Brazil in the late twentieth and early twenty-first centuries of how
culture is endogenous to beliefs and institutions. Alesina and Giuliano (2015) provide a nice
review of this literature.

10 Numerous scholars have challenged Weber's thesis since it was first proposed. The most
damning criticism is that the “capitalist spirit" predated the Reformation - the Italian city-states of
the late medieval period were highly capitalist, yet they did not spark modern economic growth.
On this point, see in particular Sombart (1967 [1913]) and Tawney (1926 [1954]). For a more
general overview of the literature from the last century on Weber's hypothesis, see lannaccone
(1998), Delacroix and Nielsen (2001), and lyer (2016).

11 This book adds to works such as those of Robert Allen (2009), who argues that relatively high
wages in London encouraged more investment in capital-saving technologies than in the rest of the
world, and these technologies were at the heart of the Industrial Revolution. Allen's hypothesis is
convincing on many fronts, although it is less strong on the reasons for high wages in London in the
first place. An institutional story consistent with the one presented in this book may help set the
stage where Allen's story begins.

12 van Zanden (2009, pp. 59-60) has a nice discussion of some alternative arguments for the
presence of relatively weak family ties in medieval Europe.

13 Also see Greif, lyigun, and Sasson (2012) and Greif and lyigun (2013) for how differences in
family structures encouraged different institutional responses for risk-sharing in England and
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have noted that the presence of numerous independent city states helped foster the rise of a
merchant class (Pirenne 1925; Jones 1981; Stasavage [2014] takes an alternative view, arguing that
independent cities initially had higher growth rates but ultimately failed, possibly due to the stifling
of trade by guilds), and that fractionalization encouraged technological discovery (Lagerl6f 2014).
21 In fairness to Jones and Mokyr, they are hesitant to make a causal claim connecting
conservatism to bad outcomes. Goldstone (2000) presents an alternative take on Mokyr's argument,
suggesting that the key technological advances - along with the acceptance of Newtonian science
and the Glorious Revolution settlement - were “"accidents" of history and are not explainable
causally. While the present book acknowledges the importance of individual events and in no way
suggests that history is deterministic, it argues that institutional environments make certain
outcomes, including the important ones Goldstone studies, more likely to arise in certain places at
certain times.

22 Cross-country regressions do suggest a possible connection between religion, especially Islam,
and economic development. See Grier (1997), Barro and McCleary (2003), and Guiso, Sapienza,
and Zingales (2003). For a different view, see Noland (2005). Yet, it is far from clear that these
works are picking up anything more than a correlation - causation is a very different story. There
are certainly aspects of religious belief that affect economic performance, however. In particular,
religion may incentivize (or disincentivize) one to attain education (see, e.g., Berman 2000, Becker
and WoéRmann 2008, 2009; Botticini and Eckstein 2012; Chaudhary and Rubin 2011, 2016;
Meyersson 2013). Such incentives have clearly played an important role in long-run economic
outcomes, although they cannot account on their own for the "reversal of fortunes,” the long-run
rise of Europe, and intra-European differences. They are important contributing influences
nonetheless.

23 Gregory Clark lists eighty reviews of his book on his website, a very large number for an
academic book.

24 Some of Clark's comparisons rest on data from the revisionist literature spearheaded by
Pomeranz (2000), who argues that China and Europe were economic equals as late as the
eighteenth century. Allen et al. (2011) provide evidence that this was not the case, especially in the
comparison between northwestern Europe and China.

25 Blaming Sykes-Picot is a common trope in the popular press, who reinvigorated the thesis when
Islamic State declared the goal of creating a new map in the Middle East. For a sample of articles
on this topic, see Osman (2013), Sazak (2014), Ignatius (2014), and Howorth (2014). Danforth
(2013) presents this argument with a twist, suggesting that the "divide-and-rule" policies of the
British and French are responsible for persistent violence. Academic contributions to the debate
generally focus on the trade capitulations the Ottoman government gave to the European powers.
For instance, see Ahmad (2000).

26 Of course, geography may affect the types of institutions a society has. For example,
Michalopoulos, Naghavi, and Prarolo (2015) argue that numerous features of the Islamic economic
system stem from the agricultural endowments and pre-Islamic trade routes of the Muslim world.
Rodrik, Subramanian, and Trebbi (2004) test the role of geography versus the role of institutions
and economic openness and find that institutions can account for most of the difference in
worldwide economic outcomes. Kenneth Pomeranz (2000) also makes an argument in The Great
Divergence that places importance on geography. Pomeranz is primarily concerned with the
divergence between Europe and China. He makes the "revisionist" argument that Europe and China
were on relatively equal economic footing in the eighteenth century, and that fortuitous
circumstances allowed Europe to pull ahead (e.g., access to coal, discovery of the New World).
There is convincing evidence suggesting that the timing of the divergence is not as Pomeranz
suggests (see Allen et al. 2011), and Pomeranz's theory has difficulty explaining intra-European
differences.

AL Y5 TSNP
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1 An example that has received significant attention from economists is the degree to which the law
protects corporate investors from expropriation by corporate insiders. Such protections are
important because they encourage investment. La Porta et al. (1997, 1998) show that these
protections are more prevalent in countries with a legal tradition based in common law than in
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China, and see Greif and Tabellini (2015) for how these differences affected inter- and intragroup
cooperation in Europe and China.

14 This is not to say that Kuran ignores the supply side or that | ignore the demand side. Both sides
enter into both of our arguments. | simply place more weight on the supply side, and Kuran places
more weight on the demand side.

15 This theory gives a historical twist to endogenous growth theory - formulated by Paul Romer
(1986) and Robert Lucas (1988) and extended by Oded Galor (2011) - which places human

capital at the center of perpetual economic growth. Galor is the leader in the “unified growth
theory" field, which argues in favor of the importance of prehistorical forces such as geography
and endowments. Galor suggests that these forces affected demographic transitions, the evolution
of technology, and the acquisition of human capital in ways that explain modern day development.
Unlike the geography hypotheses explored in this section, unified growth theory can account for
reversals of fortune, although it has a very hard time accounting for the timing of the reversals of
fortune.

16 Besley and Persson (2009, 2010) and Acemoglu (2005) extend this argument, noting that
investments in fiscal capacity arise endogenously because of common interests in the provision of
public goods. Gennaioli and Voth (2015) take this argument one step further, noting that once fiscal
and state capacity becomes important for war-making, a divergence arises between internally
cohesive states and those without cohesion, with the latter set of states dropping out of existence.
Bates (2001) takes a slightly different interpretation of the "war made the state" argument,
suggesting that since European states invested in war, they could ultimately use their increased
capacity to coerce for economically beneficial activities, such as the protection of property rights
and the termination of feuds. Other important works in this literature, especially those of Dincecco
(2009, 2011), stress the role that representative institutions played in generating fiscal capacity
through increased taxation and lower sovereign credit risk. Also see Karaman and Pamuk (2013),
who argue that the connection between representative institutions, war, and fiscal capacity is
dependent on the economic structure of the regime. They suggest that the interests of representative
assemblies align with the ruler with respect to war in urban settings, where the ruler and elites
jointly govern, but not in rural settings, where local control over coercive power dominates.

17 These insights have spurred a large literature. For instance, Irigoin and Grafe (2013) argue that
fiscal capacity is a function of coercive power and it follows an inverted-U shape; initial
investments in coercion pay off well, but eventually diminishing returns kick in. If coercion is too
great, the legitimacy of the ruler may be undermined. Dincecco, Fenske, and Onorato (2016) argue
that the type of conflict matters for long-run fiscal capacity, as they find no correlation between
historical warfare and per capita GDP in sub-Saharan Africa. Johnson and Koyama (2014) and
Anderson, Johnson, and Koyama (2016) argue in a series of papers for an important - although
nonobvious - effect of increased legal and fiscal capacity: it reduced persecution (of witches,
minority religions, and so forth) in Europe in the early modern period.

18 One hypothesis in this literature that deserves special attention, because it focuses on the
Western Europe-Middle East comparison, is Blaydes and Chaney (2013). They argue that
European feudalism arose because of the weak fiscal capacity of rulers following the fall of the
Roman Empire, and in this system economic elites were able to negotiate with rulers through
parliaments. They also argue that such negotiating organizations never emerged in the Middle East
because rulers relied on slave armies to extend their power and collect taxes and therefore did not
need to negotiate with the elite. Both Blaydes and Chaney and | argue that the lack of constraint by
the elite on Middle Eastern rulers relative to their European counterparts was a crucial piece of the
long-run economic divergence between Western Europe and the Middle East, but we differ on the
reasons why the elite did not constrain Middle Eastern rulers. For example, it is not completely
clear within the Blaydes and Chaney framework why the Ottoman military elites in the provinces,
who maintained relations with the central government under the timar system, could not have come
together in a manner similar to European parliaments to constrain the sultan. My explanation is that
European kings needed to negotiate with the elite to a greater degree than Ottoman sultans did
because their position was weaker due to their weaker legitimacy. At the same time, my
explanation does not address exactly why parliaments arose in Western Europe in the first place in
the manner that they did, except to say that rulers were in a weaker position vis-a-vis the elite
because of weaker legitimacy. Blaydes and Chaney shed light on this point, noting that parliaments
arose after a long tradition of feudal relations slowly evolved into semi-organized bodies
throughout Western Europe.

19 For more on this argument, also see Hoffman (2011, 2012). For a comprehensive account of the
role that military might had on world economic history, see Findlay and O'Rourke (2007).

20 Numerous reasons have been given for the relative fractionalization of Europe, including the
presence of outside threats (Alesina and Spolaore 2005; Ko, Koyama, and Sng 2016), trade
patterns (Friedman 1977; Alesina and Spolaore 1997), and geography (Diamond 1997). Others
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21 Gill (1998, 53) makes a similar point: "[P]riests who consistently make poor political
endorsements will discover that their followers will question not only their political judgment, but
the spiritual guidance they offer as well." For more on this point, see Rodinson (1973), Noonan
(1993, 2005), Ekelund et al. (1996), and Hallag (2001).

22 Paul David (1985, p. 332) eloquently defined a path-dependent sequence of events as those in
which "important influences upon the eventual outcome [are] exerted by temporally remote events,
including happenings dominated by chance elements rather than systematic forces." His example of
the QWERTY keyboard layout as a path dependent process is a classic example, even if it is with
its detractors.

LBELSEISGF 3
1 See Hallag (2005, ch. 1).

2 This insight has a long tradition nicely overviewed in Ensminger (1997). Also see Udovitch
(1970), Rodinson (1973), and Lewis (1993). Jha (2013) carries this argument one step further,
noting how trade fostered interethnic and interreligious cooperation in South Asia, which fostered
the creation of institutions that bolstered interethnic trust in the twentieth century.

3 See Lopez (1971).

4 See Michalopoulos, Naghavi, and Prarolo (2015).

5 For an in-depth account on this point, see Watson (1983). For a brief overview of trade in
Islamic history, see Rubin (2012).

6 Quoted in Lewis (1995, p. 149). For more on the intersection of the religious and the legal in
early Islam, see Lewis (1974, 1995, 2002), Hassan (1981), and Hallag (2005). Razi (1990) argues
that this intersection is in part responsible for the outsized importance of Islam in legitimating
political rule in the present day. Platteau (2011) argues that Islamic political authorities were
easily able to bring the religious establishment under their aegis from an early time, and only used
Islam to legitimize their rule when there was a vacuum of centralized power. This argument is
consistent with the one proposed in this book, although this book places a greater emphasis on the
constraints that religious authorities were able to place on the actions of political authorities.

7 These insights, along with the associated Quranic verses, are from the website www.freeminds.
org. All Quran quotes are from www.quran.com.

8 These passages are from www.sahih-bukhari.com.

9 For more on these points, see Goodenough (1931, pp. 37, 54), Jones (1964, p. 96), Gager (1975,
pp. 94, 96) and Goody (1983, pp. 92-93). Stark (1996) argues that the poor were
underrepresented, in proportion to the Roman population, in early Christianity. Even if this is true,
most Christians were from the poorer to middling classes.

10 For an extensive overview of the early separation of church and state in Christianity, see Mann
(1986, ch. 10), Tierney (1988), and Feldman (1997).

11 Quoted in Johnson (1976, p. 70).

12 For more on this point, see Hyma (1938, p. 14) and Feldman (1997, pp. 25-27). Gelasius I is
quoted in Tierney (1988, p. 13).

13 It is possible that Constantine's acceptance of Christianity was a political expedient aimed at
gaining Christian support in the midst of civil wars fought with Maximinus Il and Licinius over
who would rule the empire. But Constantine's embrace of Christianity cannot have been solely to
legitimize his regime. Although the Christian population was growing rapidly in the late third and
early fourth centuries, Christians still only made up around 10% of the Roman population around
the time of the Edict of Milan. For more on Constantine's conversion to Christianity, see Jones
(1949, ch. 6; 1964), Downey (1969, p. 21), and Stark (1996, ch. 1).

14 These numbers are from Stark (1996, p. 7). For more on this momentous period in Christian
history, see Goodenough (1931, p. 53), Jones (1964, p. 96), Coleman-Norton (1966, pp. 85-86),
Downey (1969, p. 34), Johnson (1976, p. 79), Goody (1983, p. 93), and Cameron (1993, pp.
71-72).

15 See Co?gel, Miceli, and Ahmed (2009).

16 See Crone and Hinds (1986, p. 1).

17 See Crone and Hinds (1986).

18 For more on this point, see Crone and Hinds (1986, chs. 4, 5).

19 For much more on the evolution of proto-kadis, see Hallag (2005, ch. 2).

20 Hallag (2005) notes that the Sunna was not complete in this period and there were actually
multiple Sunna, including those of the first caliphs. Recognition of the Sunna of the Prophet as a
source of law came later.
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civil law-based countries, and consequently financial development is much greater in common law
countries. The legal origins literature has provided many nice insights (see, most prominently, La
Porta et al. 1999, Glaeser and Shleifer 2002, Djankov et al. 2002, 2003, Glaeser et al. 2004, and
La Porta et al. 2008). That literature seeks the specific effects of the transplantation of different
strains of common and civil law. This is not the point of the present chapter, which seeks to
understand how the content of specific laws emerges and persists.

2 See van Bavel et al. (2015).

3 Wintrobe (1998) provides a comprehensive overview of the constraints facing dictators and how
these constraints affect the manner in which the dictator rules.

4 This definition of elite is similar to the one proposed in Wallis and North (2014).

5 My definition is similar to the definition of legitimacy proposed by Seymour Martin Lipset
(1959, p. 86), who defined legitimacy as "the capacity of a political system to engender and
maintain the belief that existing political institutions are the most appropriate or proper ones for the
society." The definition proposed in this book is also similar to those suggested by Greif (2010)
and Greif and Tadelis (2010), who define legitimacy of a political authority as "the extent to which
people feel morally obliged to follow the authority." A more expansive definition would include
beliefs about the beliefs of others. That is, people may view a rule-maker as legitimate if they
believe that others believe the rule-maker has the right to make the rules. Since this aspect of
legitimacy is not the focus of this book, | do not include it here.

6 This motivation of course does not fit all types of rulers. For example, Ronald Wintrobe (1998)
analyzes "tinpot" rulers, like many dictators of sub-Saharan Africa, who aim to minimize the cost
of staying in power so they can pocket excess rents produced by society. Yet, most goals that one
might ascribe to a ruler - even growing wealthy - are not possible if the ruler is not in power.
Similar points are made in Gill (1998, ch. 3; 2008, ch. 2).

7 This idea is similar to Wintrobe's (1998) insights on dictators, who maintain their rule by
investing in repression and loyalty.

8 For an extended discussion on the concept of legitimizing agents, see Co?gel, Miceli, and Rubin
(2012a, 2012b) and Greif and Rubin (2015).

9 For a nice rational choice analysis of how and why religious authorities legitimize political rule,
see Gill (1998, especially ch. 1, 3; 2008, ch. 2).

10 These examples and many more are in Masud et al. (1996).

11 Chaney is quoting Robert Irwin's 1986 book The Middle East in the Middle Ages (p. 50).

12 For more on the economic effects of the "Pax Mongolia", see Needham (1954) and Findlay and
O'Rourke (2007). For more on the use of violence to promote economic good in general, see Bates
(2001).

13 Avner Greif (2006b, p. 30) also proposes a definition of institutions favored in this book:
“[institutions are] ... a system of rules, beliefs, norms, and organizations, that together generate a
regularity of (social) behavior ... Each component of this system is social in being a man-made,
nonphysical factor that is exogenous to each individual whose behavior it influences.” Other
important works discussing the nature and consequences of institutions include Greif (1993), North
(1981), North, Wallis, and Weingast (2009), Williamson (1985, 2000), Ostrom (1990, 2005),
Aoki (2001), Acemoglu, Johnson, and Robinson (2001, 2002, 2005), Acemoglu and Robinson
(2006, 2012), David (1994), and Helpman (2004, ch. 7).

14 This idea is consistent with Greif's (2006b) insight that institutions can only persist when they
are self-enforcing. Greif considers an institution to be self-enforcing if everyone who is affected
by the institution has incentive to act in the manner the institution supports.

15 The intuition laid out in this section largely comes from Rubin (2011). It also incorporates
insights from Co?gel, Miceli, and Rubin (2012a, 2012b).

16 For more, see Gill (1998, ch. 3; 2008). Also see Co?gel and Miceli (2009), who argue that the
trade-off between legitimacy concerns and the amount of religious goods provided by the religious
establishment affects the relationship between church and state.

17 For more on this point, see Stark and Bainbridge (1985, ch. 22).

18 Another straightforward example of how institutionalized rules establish costs for propagating
rule is how rulers recruited military elite in medieval Europe and the Middle East. Blaydes and
Chaney (2013) argue that feudal institutions were the basis for military recruitment in medieval
Europe, meaning that rulers had to concede numerous rights to feudal lords in return for military
service. In the Middle East, Muslim sultans relied on slave armies for military service, meaning
that local elites had relatively little bargaining power with the sultan, and thus their support was
less expensive than their European counterparts.

19 Greif (2006b) calls such an institution self-reinforcing. His important insights provide the
subtext for the ones elaborated in this chapter, but | attempt to confine as much jargon as possible
to the footnotes.

20 For much more on this argument, see Kuran (1995).
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1 Cash waqfs were also an important source of capital in the late Ottoman period. However, they
had important differences from banks described later in this chapter.

2 Kuran (2005a) argues that "Islamic economics™ as a whole is largely a guise for a modern
economic system cloaked in Islamic doctrine.

3 Quoted in Kindleberger (1980). For more on this flavor of argument, see Labib (1969), Rodinson
(1973), Udovitch (1975), Le Goff (1979), Jones (1988), and Pamuk (2004b). For arguments in
favor of an impact of interest restrictions on economic and political outcomes, see de Roover
(1948), Noonan (1957), Kuran (1986), Ekelund et al. (1996), Reed and Bekar (2003), Munro
(2003, 2008), Rubin (2010, 2011), and Koyama (2010).

4 For more on interest restrictions in a premodern context, see Brenner (1983), Glaeser and
Scheinkman (1998), and Rubin (2009).

5 See Rahman (1964) and Schacht (1995).

6 For more on hiyal, see Khan (1929), Schacht (1964, 2006), Coulson (1969), Grice-Hutchinson
(1978), and Ray (1997).

7 Jahiz, an Arab writer living in Basra in the ninth century CE, documented a specific account of a
double sale. He cited two Persian Gulf merchants who bought back for cash the same articles they
had just sold on fixed term. Jahiz's account reveals that such transactions were commonplace for
Muslims in this period. For more on this account, see Ca?atay (1970, p. 57) and Rodinson (1973,
pp. 38-40).

8 See Rodinson (1973, p. 39).

9 The scholars Abu Yusuf (d. 798) and Shaybani (d. 805) wrote two famous treatises.

10 In a detailed study of the early twelfth-century Cairo Geniza, Shelomo D. Goitein (1967, p. 170)
observes that although credit and commerce flourished in Egypt, “even a cursory examination of the
Geniza material reveals that lending money for interest was not only shunned religiously, but was
also of limited significance economically ... therefore, the economic role of financial investment
today was then fulfilled by various forms of partnerships.” Also see Udovitch (1979), Goitein
(1967), and Gerber (1999, pp. 129, 141).

11 See Imber (1997, p. 146).

12 For more on isti?lal, see Gerber (1988, ch. 7).

13 On wagfs, see Imber (1997). On cash wagfs, see Cizakga (1995).

14 For more on the lack of banking, see Udovitch (1979) and Kuran (2004b, p. 73; 2011).
Partnerships most frequently took the form of mudaraba (sleeping partnership) or ‘inan, in which
both partners invested some capital. For an extended analysis of partnerships in the medieval
Islamic world, see Udovitch (1970). For more, also see Goitein (1967) and Labib (1969).

15 This excludes cases involving wagfs.

16 For more, see Mandaville (1979), Cizakca (2000, ch. 3), and Kuran (2005c, pp. 606-8).

17 See Cizakca (2004, p. 10).

18 For more on the resolution to this controversy, see Mandaville (1979, pp. 297-8) and Imber
(1997, pp. 144-5).

19 See Mandaville (1979, p. 292). Cizakga (2000, pp. 51-2) shows that the amount of capital
injected into the economy by the cash wagfs was nearly ten times the amount withdrawn by the state
through the tax farm of the silk press. On the other hand, Gerber (1988, pp. 132-40) provides data
showing that the wagf's role in providing credit in Bursa was relatively minor, and only 11% of all
entries concerning credit were provided by wagfs in Jennings's (1973, p. 176) study of Kayseri
sicils.

20 The approval of cash waqfs varied between schools of Sunni Islam. The Hanafi position (which
was taken by the Ottomans) was relatively lenient, allowing them subject to custom. The Shafi'i,
Maliki, and Hanbali schools also allowed the cash wagf, but only under certain conditions, with
the Maliki school being the least rigid. For more, see Mandaville (1979, p. 293) and Cizak¢a
(2000, pp. 27-40).

21 A few of the early Church fathers spoke out against interest, but modern scholars generally
agree that these scattered early references to the evils of interest do not imply that taking interest
was forbidden in the first three Christian centuries (Dow 1922; Divine 1959; Frierson 1969). The
lack of anti-interest doctrine in this period is not attributable simply to the absence of a centralized

21 For much more on the early history of Sunna and hadith, see Hallaq (2005, ch. 5).

22 For more on the growth of the legal class in the first few Islamic centuries, see Masud et al.
(1996), Berkey (2003), Hallag (2005), and Co?gel, Miceli, and Ahmed (2009).

23 Quoted in Hallag (2005, p. 184).

24 See Hallag (2005, ch. 8).

25 See Hallag (2005, ch. 8).

26 See Hallag (2005, ch. 8).

27 See Hallag (2005, p. 191).

28 For more on fatwas legitimizing actions by rulers or keeping their actions consistent with Islam,
see Masud et al. (1996) and Fierro (1996).

29 For more, see Watt (1988, p. 28).

30 For more on the formation of the schools, see Hallag (2005, ch. 7).

31 For more, see Schacht (1964, ch. 10), Coulson (1969), Weiss (1978), and Hallaq (2001, ch. 4).
32 Haim Gerber (1999, chs. 4-7) studied rulings by the important seventeenth-century Palestinian
mufti Khayr al-Din al-Ramli in which numerous disagreements that remained unresolved in the
classical and postclassical periods arose, necessitating an act of ijtihad. Wael Hallaq (1984,

2001) also notes numerous historical examples of ijtihad, suggesting that the “gate™ never closed in
theory or in practice. However, even if the "gate of ijtihad”" were open, Hallag's studies suggest
that jurists indeed practiced ijtihad less frequently after the tenth century.

33 Chaney (2016) provides a complementary theory to the one proposed here. He argues that the
rise and decline of Muslim science resulted from the incentives faced by the religious
establishment. When the majority of the populations conquered by Islamic polities had converted to
Islam, Chaney argues that studies in logic, philosophy, and science threatened to undermine the
position of the religious elite.

34 See Tierney and Painter (1992, ch. 4).

35 Quoted in Tierney and Painter (1992, p. 73).

36 For more, see Tierney and Painter (1992, ch. 4).

37 See Berman (1983, ch. 1) and Tierney and Painter (1992, ch. 5).

38 For more on the economic consequences of these conditions, see Lopez (1971, chs. 1-2). For
more of the effect of these conditions on the contractual forms found on manors, see North and
Thomas (1971).

39 For more, see Goodenough (1931, p. 69) and Feldman (1997, p. 30).

40 See Tierney and Painter (1992, chs. 6, 7).

41 See Lopez (1971, chs. 2-3).

42 For more, see Greif, Milgrom, and Weingast (1994) and Greif (1994b). Putnam (1993), Guiso,
Sapienza, and Zingales (2016), and Jacob (2010) contend that a key feature of medieval political
institutions - the independence of certain cities in Northern Italy and the Holy Roman Empire - led
to greater social capital and hence better subsequent economic outcomes.

43 For more on this point, see Lopez (1971), Jones (1997), and Greif (2006b).

44 For more, see North and Thomas (1971), Milgrom, North, and Weingast (1990), Greif,
Milgrom, and Weingast (1994), Hunt and Murray (1999), and Greif (2004, 2006b).

45 See Berman (1983, p. 91).

46 Tierney (1988, pp. 33-95) gives an excellent overview of the Investiture Controversy, replete
with translations of many of the important documents of the period.

47 For more on this period, see Berman (1983, ch. 2) and Tierney (1988, ch. 3).

48 On these last points, see Hyma (1938, pp. 30-32) and Feldman (1997, pp. 30-35).

49 See Berman (1983, ch. 7).

50 See Berman (1983) for an in-depth overview of the emergence of various types of law in this
period.

51 See Berman (1983).

52 For an English translation and interpretation of this document, see Tierney (1988, ch. 3).

53 Quote from Berman (1983, p. 97).

54 See Tierney (1988, pp. 116-126).

55 See Tierney (1988, pp. 127-138).

56 See Tierney (1988, pp. 139-149).

57 Quoted in Tierney (1988, p. 171).

58 See van Zanden, Buringh, and Bosker (2012).
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43 See Lieber (1968) and Udovitch (1979). Though it is certain that the suftaja predates the
European bill of exchange, there is considerable debate concerning the Middle Eastern origins of
the European bill. Early twentieth-century scholars such as Usher (1914) believed Western bills to
be of Italian origin, while later "Orientalist" scholars such as Schacht (1964) and Lieber (1968)
believe that European bills owe a great deal to the Islamic world. Ashtor (1973) reconciles the

two viewpoints, noting that while Europeans were aware of suftaja and even dealt in them, the
difference in the economic setting in which they emerged, which (as emphasized in this chapter)
permitted an exchange transaction to be included in the European but not the Islamic bill, suggests
that the European bill was a fundamentally different and unique credit instrument.

44 In a study of early safatij, Eliahu Ashtor (1973, p. 562) notes that "studying the texts referring to
the suftadjas drawn up in Irag and Egypt at the time of the Abbasid caliphs, we note that the sums
sent to another city or another country had to be collected in the same type of money in which the
loan was made" (italics added). The lack of a currency exchange associated with the suftaja
extends well beyond the Abbasid period and is a salient feature of transactions registered in the
Geniza in the twelfth and thirteenth centuries. Also see Udovitch (1975, 1979).

45 See Lieber (1968, p. 233), Ashtor (1973, pp. 556-7), Ray (1997, p. 71), and Pamuk (2004b).

46 Quoted in Goitein (1967, p. 243). Similarly, a characteristic "blank” suftaja read: "Give ____
all that he may demand, obtain a receipt from him, and debit the sum to me" (see Mez 1937, p.
476).

47 See Goitein (1967, p. 243).

48 The Hanafi permitted safatij.

49 An alternative hypothesis for the absence of an exchange transaction associated with the suftaja
is that there were fewer opportunities to trade currencies, perhaps stemming from less
fragmentation in the Middle East relative to Europe, and thus less scope to use currency exchange.
Historical evidence indicating that numerous types of currencies, such as different types of dinars
and dirhams, were available in the Middle East contradicts such a theory, however. Ashtor (1973,
p. 560) notes that a "rich variety of money, that is to say the ease with which foreign monies could
be obtained in the big cities, was a typical phenomenon of the monetary life of the Muslim
countries at the time of the Abbasid caliphs and at that of the Crusades, distinguishing them
signally, in this respect, from the countries of Western Europe." Moreover, the fact that differences
in exchange rates in Europe were essential to bills being profitable does not mean that such
differences could not have emerged in the Middle East, if they indeed did not exist. Once financiers
used European bills of exchange as instruments of finance, differences in exchange rates emerged
endogenously as interest payments. It thus follows that had Middle Eastern lenders been able to
include an exchange transaction with the suftaja, differences in exchange rates in different Middle
Eastern cities may have followed.

50 A lender could buy a suftaja in place A, have an agent turn in the suftaja in place B for the
same currency, have the agent exchange the currency for a different currency in place B, buy
another suftaja in place B with the new currency, turn in that suftaja in place A in the new
currency, and finally exchange the currency in place A for the original currency.

51 Two schools of Sunni Islam (Maliki and Shafi'i) explicitly forbade safatij, though the Malikites
permitted their use in cases of extreme danger to the traveling merchant. The Hanbali school
permitted them as long as no fee was charged. They were disapproved of, though permitted, by the
Hanafi school (Dien 1995). The Hanafites, however, insisted that the suftaja was only permissible
when there was no agreement to pay elsewhere and where the sums paid and repaid were equal
(Ashtor 1973).

52 The enforceability of fines for late repayment suggests another possible mechanism that lenders
could have secured a profit via safatij. The lender and borrower could have had a tacit agreement
that the agent in the distant land would be late in repayment with the fee paid serving as interest.
Indeed, Western Europeans employed this type of agreement. It is unlikely that Muslim lenders
used this tactic for a variety of reasons, all of which are consistent with the theory presented in this
chapter. First and foremost, this would have been a clear violation of Islamic law. While Muslim
lenders used numerous hiyal that were consistent with the letter but not the spirit of the law, any
implicit understanding between parties would have made the contract voidable under Islamic law.
Thus, the essential difference between the two regions is that a dishonored bill would have been
enforceable in Western European courts regardless of the intent of the parties. Indeed, the Church
considered such an arrangement usurious (in fraudem usurarum, see Munro [2003]) but had little
power to impose secular sanctions after its power waned in the late thirteenth century, whereas
such a bill would not have been enforced in Islamic courts if it were obvious that the intent was to
circumvent interest restrictions. Moreover, even if such a practice became widespread, it is
unclear how it would have facilitated impersonal lending. The set of potential sanctions that could
enforce this type of contract were personal or social.

53 See Einzig (1970).
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Church. Numerous local synods met before the fourth century and would have been the primary
forums to espouse anti-interest sentiments, as they were in the fourth century, but interest was not a
topic that was widely discussed, if it was discussed at all (Hefele [1894] 1973).

22 See Hefele ([1894] 1973) and Maloney (1973). Elvira and Carthage explicitly extended the
prohibition to laymen. Canons ten and thirteen of the Synod of Carthage of 345-348 stated, "As the
taking of any kind of usury is condemned in laymen, much more is it condemned in clergymen"
(Hefele [1894] 1973, vol. 2, pp. 186, 468).

23 Rubin (2009) provides a theory of interest restrictions that is consistent with this early history
of the Church, arguing that once the Church gained wealth under Constantine in the early fourth
century, it suddenly faced a problem whereby its commitment to provide aid to everyone in need
encouraged risky behavior associated with taking loans at high interest. One way to mitigate this
problem while remaining consistent with Old Testament doctrine was to ban interest. For other
views on the emergence of interest restrictions in premodern economies, see Posner (1980),
Brenner (1983), Glaeser and Scheinkman (1998), and Reed and Bekar (2003).

24 See Lopez (1971, p. 72).

25 See Le Goff (1979) and Munro (2003, 2008).

26 For more on these papal decrees, see Noonan (1957, pp. 19-22, 80-1; 1966, p. 63) and Munro
(2003, 2008).

27 See Munro (2003), Lane (1966, ch. 6), and Mueller (1997, ch. 10-14).

28 See Pirenne (1937, pp. 133-4) and de Roover (1948, p. 104).

29 See Pirenne (1937, pp. 133-4), de Roover (1942, pp. 57-8; 1948, pp. 104-6, 161), Gilchrist
(1969, p. 114), and Grice-Hutchinson (1978, ch. 1).

30 See Noonan (1957, ch. 7), Gelpi and Julien-Labruyere (2000, p. 32), and Munro (2003, 2008).
31 See Homer and Sylla (1991, ch. 5-6, p. 138).

32 Quote from Noonan (1957, p. 161, ch. 7). Also see Munro (2008).

33 See Noonan (1957, ch. 5, 12), Divine (1959), and Gilchrist (1969).

34 See Gilchrist (1969, p. 115) and Gelpi and Julien-Labruyere (2000, pp. 42-3).

35 By the sixteenth century, the interest ban was more or less a dead letter, although it was still the
official position of the Church. The Protestant Reformation sped up the Church's relaxation of
interest doctrine, but it is clear that the forces underlying the relaxation of the ban were in motion
well before the Reformation. For more on the early Protestant views on interest, see Noonan
(1957, ch. 18), Gelpi and Julien-Labruyere (2000, ch. 4-5), and Kerridge (2002). The ban was
officially lifted in a series of decisions between 1822 and 1836 in which the Holy Office publicly
declared moderate interest legal to everyone. In 1917, the Church offered the Codex iuris

canonici, which replaced all earlier collections of canon law and allowed a legal title to interest.

36 Quoted in Hunt and Murray (1999, p. 65).

37 See Hunt and Murray (1999, p. 64) and Kohn (1999).

38 See Einzig (1970, p. 67).

39 See Hunt and Murray (1999). The operations of the Florentine Covoni family, who between
1336 and 1340 registered 443 exchange transactions, exemplifies the use of bills of exchange as a
financial instrument: 70 were trade-related and 373 were financial (Mueller 1997, p. 317-18).

Bills of exchange evolved further in the late sixteenth and seventeenth centuries when they became
negotiable and endorsable (the first use of endorsement occurred in the 1570s). As endorsable
instruments, bills were similar to convertible money (Kohn 1999).

40 Merchants eventually adopted bills quoted in fictitious units of stable value in order to escape
changes in exchange rates resulting from currency debasement and speculation, but their adoption
of this measure instead of discounting suggests that currency exchange maintained its important role
in the exchange transaction (Einzig 1970). Another way that bills simulated interest-bearing loans
was through non-repayment by the payer. In this case, it was tacitly understood by all parties that a
dishonored bill would be protested in court (for appearances) and returned to its place of issue,
after which the taker was obligated to pay the deliverer back at the current rate of rechange, which
acted as an interest payment (Einzig 1970).

41 If lenders could use differences in exchange rates to make an arbitrage-like profit, why did
markets not eventually clear and exchange rates equalize? Raymond de Roover (1944) suggests that
differences in exchange rates reflected a built-in interest payment, and hence such differences had
to exist for an equilibrium to hold. If no differences in exchange rates existed, then there would not
have been incentive for the capital-wealthy to lend. Meanwhile, some merchants were willing to
pay a premium to have access to this capital. For instance, sellers of bills in London were often
merchants who needed access to cash to pay for cloth, which they expected to sell in the Low
Countries. One way of gaining access to this credit was by selling a bill in London and honored in
Antwerp or Amsterdam. See de Roover (1944).

42 The sakk and rug'a acted like checks, and merchants employed them primarily in short-distance
trade for relatively small sums (Goitein 1967, pp. 240-1; Udovitch 1975).
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22 See Finkel (2005, p. 366).

23 See Atiyeh (1995, p. 285).

24 See Gogek (1987, p. 110).

25 For more, see Pedersen (1984), Robinson (1993, p. 233), Sardar (1993), and Atiyeh (1995, p.
283).

26 On the Ottoman Empire, see Quataert (2000, p. 167). On Europe, see Baten and van Zanden
(2008).

27 See Ozmucur and Pamuk (2002).

28 See Sardar (1993, pp. 47-51).

29 See Sardar (1993, pp. 47-51).

30 See ?nalc?k (1973, p. 99) and Dale (2010).

31 See Hourani (1991, ch. 13), Imber (1997), and Dale (2010).

32 This process is described in Hourani (1991, p. 199) and Robinson (1993, p. 235).

33 See Sardar (1993, p. 50).

34 See Sardar (1993, pp. 45-6).

35 See Robinson (1993, p. 237).

36 Quoted in Robinson (1993, p. 237).

37 See Sardar (1993, pp. 52-3).

38 Chaney (2016) puts forth a similar argument. He argues that the fall of Muslim science was due
to the fact that Islamic religious authorities faced little competition in the realm of ideas and hoped
to keep it that way.

39 See Gogek (1987, p. 109).

40 See Buringh and van Zanden (2009).

41 See Tierney (1988).

42 See Schachner (1962).

43 See Schachner (1962, p. 50).

44 See Christ et al. (1984, pp. 297-310) and Febvre and Martin (1958, pp. 22-5).

45 See Haskins (1957, pp. 38-53), Schachner (1962), and Christ et al. (1984, pp. 237-8).

46 To be clear, the Ottoman suppression of printing in the Arabic script was not the result of
idiosyncratic decisions made by a few sultans in the fifteenth and sixteenth centuries. If this were
the case, it is likely that the long hand of history would have caught up with the Ottomans and
pushed toward the adoption of printing. Instead, as this chapter suggests, the Ottoman blocking of
printing was a calculated decision resulting from very deeply entrenched, institutionally imposed
incentives faced by the sultan. The Ottoman non-adoption of the press was a self-enforcing
equilibrium outcome, not a choice made by a few foolish sultans.
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1 Spenkuch (2016) provides possible support for Weber's hypothesis. He finds that Protestantism
induces people to work longer hours - leading to higher earnings - and that human capital or
institutional differences cannot account for these results. This leaves many possible causal
channels open, including the one proposed by Weber.

2 Becker and W&Rmann (2008, 2009) propose that the causal pathway connecting Protestantism to
long-run economic success is education. They argue that Luther encouraged reading the Bible,
which in turn gave Protestants an early start on acquiring literacy. Arrufiada (2010) argues that
Protestants did not have a unique work ethic, but instead had a "social ethic" that favored market
transactions. Young (2009) overviews a number of possible, non-mutually exclusive reasons that
Protestant regions had better long-run outcomes than Catholic regions. Guiso et al. (2003) gives a
contrary view. They find a positive correlation between Christian religions and attitudes conducive
to economic growth.

3 As calculated in Allen (2001).

4 Allen (2001) gives data for 1900-1913, but Bairoch et al. (1988) does not provide population
data for this period. Allen (2001) also does not have data for each city in each period. Where
Allen's data are missing, | exclude these cities from the analysis. Population data from Bairoch et
al. (1988) are from the beginning of the period in question. Bairoch and colleagues do not report
population data for 1550 or 1650, so | derive these data by taking the geometric mean of the two
surrounding points.

5 On the Reformation, see Weber (1905 [2002]), Tawney (1926), Becker and WéRmann (2008,
2009), and Arrufiada (2010). On the printing press, see Eisenstein (1979), Baten and Van Zanden
(2008), Buringh and van Zanden (2009), and Dittmar (2011). On the New World, see Pomeranz
(2000) and Acemoglu, Johnson, and Robinson (2005). On the Renaissance, see Mokyr (2002) and
McCloskey (2010). On the Ottomans, see lyigun (2008, 2015).
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54 See de Roover (1946b, 1963). The Medici house operated in a similar manner to its rival
controlled by Francesco Datini. The Medici enterprise differed from the “super-company"
organizations of the fourteenth century (such as the Peruzzi, Bardi, and Acciaiuoli companies),
which were centralized under one partnership that controlled foreign branches.

55 See de Roover (1963, p. 87).

56 See de Roover (1946a, 1963).

57 See Goitein (1967, pp. 244-5) and Udovitch (1975).

58 Theoretically, Middle Eastern lenders could have extended their networks in order to increase
their confidence in the partner on the other end of the transaction, who would have been a part of
the same "business.” This would have encouraged the writing of larger safatij at greater fees. Yet,
in this case the incidence of personal exchange is even greater, as both the borrower and his agent
are part of an even closer network. It is also possible that Middle Eastern lenders could have
learned the potential benefits of adding exchange to the suftaja through contact with Christian
minorities. Indeed, the Pact of Umar permitted Christian minorities (dhimmis) in Islamic lands to
utilize Christian courts in transactions involving non-Muslims. Yet, it is unlikely that European
bills of exchange could have been commonly employed as financial instruments in Muslim lands
for two reasons: (1) bills of exchange were enforceable only by merchant law in Europe, which
was not available in Islamic law; and (2) the viability of bills of exchange as financial instruments
depended on the existence of a critical mass of (in this case, Christian) borrowers and lenders in
more than one region. In fact, Christian minorities generally abided by Islamic law until the
eighteenth century, by which time much more advanced financial instruments were available to
European lenders. For more on these points, see Kuran (2004a, 2011).

59 See Mokyr (1990). For more on the importance of historical events and path dependence on the
evolution of institutions, see David (1994), Kuran (20053, 2011), and Greif (2006b, chs. 5, 7).
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11 am only concerned here with the invention of the movable-type printing press in Europe. The
Chinese knew of printing since the eleventh century, but it was not introduced to Europe until the
1450s.

2 See McCusker (2005) and Chilosi and Volckart (2010).

3 The actual number spans the period 500-1450, but it is almost certain that the number of
manuscripts produced from 450 to 1450 was smaller than in the half-century following the
invention of the press.

4 See Febvre and Martin (1958, p. 218).

5 See Spitz (1985) and Buringh and van Zanden (2009).

6 See Buringh and van Zanden (2009).

7 See Febvre and Martin (1958).

8 See Dittmar (2011).

9 See Eisenstein (1979).

10 See Febvre and Martin (1958, p. 249).

11 See Febvre and Martin (1958) and Eisenstein (1979).

12 See Swetz (1987).

13 Quoted in Swetz (1987, p. 25).

14 See Kertcher and Margalit (2006).

15 For more, see Febvre and Martin (1958), Eisenstein (1979), Love (1993), Johns (1998), and
Kertcher and Margalit (2006).

16 Much of the next two sections are in Co?gel, Miceli, and Rubin (2012a). | thank Metin and Tom
for their work and their permission to let me use the ideas we formulated together in this chapter.
And | especially thank Metin for letting me use the Turkish works he translated.

17 Mystakidis (1911, p. 324) mentioned the presence of such an edict in the first volume of Turk
Tarih Enciimeni Dergisi, but the validity of this claim was challenged by Efdaleddin Tekiner
(1916) in the same publication five years later on the grounds that Ottoman archives do not house
edicts issued prior to 1553 and thus Mystakidis could not possibly have seen it. Despite this
correction and the fact that no such edicts have since been uncovered, the secondary literature has
for the most part accepted the presence of the edict as a matter of established fact. See, for
example, Pedersen (1984, p. 133), Finkel (2005, p. 366) and Savage-Smith (2003, p. 656). | thank
Metin Co?gel for the insights and translations on Mystakidis and Tekiner.

18 English translation from Gogek (1987, p. 112).

19 See Finkel (2005, p. 366).

20 For more see Co?gel, Miceli, and Rubin (2012a) and Frazee (1983).

21 See Pedersen (1984, p. 135).
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25 Not all parts of Bavaria were Catholic, but this was the least-Reformed German region. The
figure does not look very different with Bavaria classified as Protestant. Also, | drop Russia from
this figure, since it was primarily Orthodox.

26 van Zanden, Buringh, and Bosker (2012) argue that there was a "little divergence" in
parliamentary development between northwestern Europe and southern Europe between 1500 and
1800, but they do not attribute this divergence to the Reformation. Their empirical observation is
consistent with the argument proposed in this book; indeed, the present argument helps explain why
this "little divergence" arose when and where it did.

27 See van Zanden, Buringh, and Bosker (2012).

28 Another important distinction between Christianity and Islam is that the former has more
centralized institutions than the latter. This argument is highly complementary to the one proposed
in this chapter, as explained in note 6. | do not discuss this argument in detail because doing so
would necessitate at least two more chapters that would detract from the central focus of the book.
29 See ?nalc?k (1973, chs. 18-19).

30 Much of this section is from Co?gel, Miceli, and Rubin (2012a). | again thank Metin and Tom
for their work and their permission to let me use these ideas we formulated together.

31 On wages, see Ozmucur and Pamuk (2002). On literacy, see Quataert (2000, p. 167).

32 Calculated by Metin Co?gel from the information presented in Baysal (1968, pp. 40-2).

33 See Zilfi (1988, pp. 47-8).

34 See ?nalc?k (1973) and Hourani (1991, ch. 15).

35 See Hourani (1981), Ozkaya (1994), and Karaman and Pamuk (2010).

36 Gill (1998, ch. 3) similarly notes, in the Latin American context, that one of the primary times in
which states attack religious authority is when alternative sources of legitimacy arise. Gill focuses
on the effects of alternative ideologies, such as nationalism or communism.

37 Quoted in Kurzman and Browers (2004, p. 5).

38 See Opwis (2004, pp. 30-3).

39 See Opwis (2004, p. 30). Opwis also notes that these events weakened the hold of religious
authorities over the legal sphere as well.

40 See Kuran (2011) for an extensive analysis of the causes and consequences of the Ottoman
capitulations.

41 Quoted in Kurzman and Browers (2004, p. 4). For more, also see Opwis (2004).

42 See Browers (2004).

43 See Opwis (2004, pp. 33-7).

44 Eickelman (1998) also points to mass education and communication as the impetus for an
"Islamic Reformation," but he places the timing in the latter half of the twentieth century.

45 See Opwis (2004, p. 35).

46 See Opwis (2004, p. 38) and Browers (2004, p. 56).

47 Quoted in Kurzman and Browers (2004, p. 6).
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1 See, for instance, North and Thomas (1973).

2 For an excellent overview of the Malthusian model and its usefulness in economic history, see
Clark (2007).

3 See van Zanden, Buringh, and Bosker (2012).

4 See Graves (1985, p. 39).

5 See Congleton (2011, ch. 12) for more consequences of this arrangement.

6 Quoted in Hunt (2008, p. 43).

7 24 Henry VIII c.12.

8 26 Henry VIII c.1.

9 On the last point, see Graves (1985).

10 27 Henry V111 ¢.10 and 32 Henry VIII c.1.

11 See lves (1967).

12 See lves (1967).

13 See Holdsworth (1912), Bordwell (1926), Ives (1967), and North, Wallis, and Weingast (2009,
ch. 3).

14 Mary was declared a bastard in the First Succession Act of 1533 (25 Henry VIII ¢.22), and
Elizabeth was declared a bastard in the Second Succession Act of 1536 (28 Henry VIII c. 7).

15 35 Henry VIII c.1.

16 1 Mary st.2 ¢.1 and 1 Eliz. 1 c.3.

17 Burgess (1992) overviews the Tudor's and Stuart's use of the "divine right of kings" doctrine
and the limitations of this doctrine.
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6 Rubin (2014a) suggests that centralized institutions like the medieval Church are particularly
vulnerable to rapid revolt because they have numerous means of suppressing dissent. This means
that the publicly stated preferences of people often differ from their privately held preferences (as
in Kuran [1995]). Makowsky and Rubin (2013) further this argument, suggesting that information
technology further increases the likelihood of revolt in economies with centralized institutions, as
previously suppressed anti-authority preferences are more likely to rise to the surface.

7 Much of this section is from Rubin (2014b).

8 See Cameron (1991).

9 See Blickle (1984). Ekelund, Hébert, and Tollison (2002) suggest, in a similar manner, that civil
authorities sought an alternative provider of legal services and a less costly path to salvation
through the Reformation, as the Church (a monopolist) was overcharging. Their analysis highlights
yet another necessary precondition of the Reformation, complementing the one proposed in this
chapter.

10 See Scribner (1989).

11 See Holborn (1942) and Edwards (1994).

12 For more on the debate between papism and conciliarism, and especially the role played by
Gerson, see Dolan (1965, ch. 4).

13 See Weber (1912).

14 See Wilhelm (1910).

15 A city is considered to have been part of the Holy Roman Empire if it were de facto subject to
the Emperor and the empire’s institutions throughout the sixteenth century. This includes cities in
present-day Germany, Austria, Czech Republic, Belgium, Luxembourg, eastern France, and
western Poland. This excludes Switzerland, which de facto broke away from the Empire in 1499;
the Netherlands, which revolted and broke away from the Holy Roman Empire in the 1570s; and
northern Italy (e.g., the Duchies of Savoy and Milan), which was not de facto subject to the
Emperor. All results are robust to different definitions of the Holy Roman Empire.

16 Becker and Wo63mann (2008, 2009) and Cantoni (2012) find that proximity to Wittenberg was a
key factor determining whether towns in the Holy Roman Empire adopted the Reformation.

17 Pfaff and Corcoran (2012) argue that there are numerous other supply-and-demand features that
contributed to cities adopting the Reformation. Curuk and Smulders (2016) suggest that princes
may have demanded the Reformation to remove the power of the Church, and this demand was
highest in regions that did not realize their economic potential. Their study suffers from a limited
sample size, and it is unclear that their mechanism could have possibly worked in the free imperial
cities, but their intuition is consistent with the arguments made in this book. For an overview of
recent works on the economic, sociological, and political causes and consequences of the
Reformation, see Becker, Pfaff, and Rubin (2016).

18 The variables controlled for are: whether the city housed a university by 1450, whether the city
housed a bishop or archbishop by 1517, whether the city was a member of the Hanseatic League,
whether the city was an independent, Free Imperial city in 1517, whether a city belonged to a lay
magnate (i.e., it was neither free nor subject to an ecclesiastical lord), a dummy for the presence of
printing, whether the city was on water (ocean, sea, large lake, or river connected to another city),
the city's urban potential (i.e., the sum of the populations of all other cities weighted by their
distance from the city in question), the city’s distance to Wittenberg, and the latitude, longitude, and
interaction between the two. For more on these data, see Rubin (2014b).

19 Formally, Rubin (2014b) analyzes both a probit and a two-stage probit to control for
endogeneity. The first-stage dependent variable is whether a city had a printing press by 1500, and
the instrument used is the city's distance to Mainz, the birthplace of printing. This variable
correlates with the spread of printing but should not have had an independent effect on the spread
of the Reformation. More details are available in Rubin (2014b).

20 For the relevant recent citations in the fiscal capacity literature, see Chapter 1. In many
historical and present-day societies, the economic elite held the government's purse strings and
provided council to rulers, helping them solve information problems and problems associated with
succession. For more, see Congleton (2011, chs. 2-5).

21 For much more on the incentive for rulers to maximize revenue through predation - and attempts
at constraining this type of action by other players in society - see Brennan and Buchanan (1980),
Levi (1988), North and Weingast (1989), Tilly (1990), and Irigoin and Grafe (2013).

22 Congleton (2011, ch. 5) has a nice discussion of how differing "king and council" arrangements
affect policy outcomes in different situations. Congleton's analysis is consistent with the one
offered in this book, although the emphasis here is more on why differing arrangements arose in the
first place. Also see van Zanden, Buringh, and Bosker (2012).

23 See van Zanden, Buringh, and Bosker (2012, p. 838).

24 Monarchs also called parliaments to legitimize themselves early in their reign, establish laws
affecting local commerce, and hear complaints from petitioners.
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46 See de Vries and van der Woude (1997, chs. 2, 5, 9).

47 See Israel (1995, ch. 15).

48 See de Vries and van der Woude (1997, chs. 11, 12).

49 See Israel (1995, ch. 6).

50 See de Vries and van der Woude (1997, chs. 3, 11, 13).

51 See Israel (1995, ch. 14), de Vries and van der Woude (1997, chs. 3, 8), and van Bavel (2003).
52 See Israel (1995, ch. 12).

53 See de Vries and van der Woude (1997, chs. 5, 8). Priest (2006) gives an excellent overview of
laws regarding the alienability of land in English history.

54 See de Vries and van der Woude (1997, ch. 4).

55 Cameron and Neal (2003) give a nice overview of the order in which the European countries
industrialized.

56 See de Vries and van der Woude (1997, chs. 8, 11, 14).

57 See de Vries (2000).
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1 See Kamen (2003).

2 The exact number of people expelled has long been the subject of debate. For example, Elliott
(1961) claims that Hamilton (1938) vastly underestimated the number of expulsions and thus
underestimated their economic impact. It is not my purpose to enter into this debate, only to note
that the expulsions affected the Spanish Crown's basis for legitimacy.

3 See Simpson (1956) and Lynch (1991, ch. 1).

4 See Lynch (1991, ch. 1). The police forces (hermandades) also brought the nobility to heel, as
they were able to force contributions from both the nobility and the Church.

5 See Lynch (1991, p. 154).

6 See Dunn (1979, ch. 1), Kamen (1988, ch. 5), and Lynch (1991, ch. 8). Kamen in particular
argues that the Spanish history of squashing nonorthodox thought gave the Reformation little it
could build on in Spain. Another possibility, which I do not wish to push too far, is that publishing
never became a big business in Spain prior to the Reformation (Kamen 1988, p. 69). This is
consistent with the argument made in Chapter 6, which notes the importance of printing to the
propaganda efforts of the Reformers.

7 See Lynch (1991, ch. 2).

8 See Lynch (1991, ch. 2).

9 Quote from Drelichman (2005a). For more on the effect of the comuneros revolt, see Drelichman
(2005a), Lynch (1991, ch. 2), and Simpson (1956). Kamen (1988) argues that the "rubber stamp"
view of the Cortes is untenable, but he points to the late sixteenth and seventeenth centuries as
evidence. This may be true in the period Kamen is considering, but it is not the object of discussion
here.

10 Quote from Lynch (1991, p. 64).

11 See Kamen (2003, ch. 2).

12 See Lynch (1991, ch. 9).

13 See Parker (1973) and Lynch (1991, ch. 9). Parker (1973) gives an overview of the repeated
mutinies of the Spanish army in the late sixteenth century, all of which occurred due to lack of
payment.

14 See Dunn (1979, ch. 1) and Lynch (1991, ch. 7).

15 See Lynch (1991, ch. 7).

16 See Drelichman and Voth (2011).

17 See Lynch (1991, ch. 2).

18 See Drelichman (2005a). Drelichman (2005b) argues that the import of precious metals from
America created a "Dutch disease™ that undermined Spanish long-run economic growth. Irigoin and
Grafe (2008) and Grafe and Irigoin (2012) note that the Crown was able to extract significant
revenue despite having almost no fiscal apparatus by outsourcing fiscal functions to private
individuals.

19 See Drelichman (2005a) and Drelichman and Voth (2011).

20 See Drelichman and Voth (2011).

21 See Drelichman (2005a).

22 See Drelichman (2005a).

23 See lIrigoin and Grafe (2008, 2013) and Grafe and Irigoin (2012). The fiscal apparatus was
weak and decentralized. The central government had almost no control over which taxes their tax
farmers levied.

24 For more on the long-run effects of such extractive institutions, see Acemoglu, Johnson, and
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18 For more on this history of usury legislation, see Munro (2012). The reinstitution of usury laws
brought back a statute passed under Henry V111 in 1545 that was struck down in 1552.

19 See North and Weingast (1989).

20 See Brenner (1993) for a fantastically detailed exposition of the “new merchant™ and
Parliamentary alliances that were the key to the Royalist opposition in the Civil War.

21 There is a large literature citing the seventeenth-century political conflicts between Parliament
and the Crown as a key determinant of long-run economic success in England. Most famously,
Douglass North and Barry Weingast (1989) suggest that the ultimate upshot of the conflicts,
especially the Glorious Revolution settlement, was that the Crown could credibly commit to
upholding the property rights of the economic elite, as Parliament showed they could remove a
monarch. The constitutional structure resulting from the Settlement allowed action in times of
crisis, but also gave wealth-holders in Parliament a greater say in the daily happenings of
government. North and Weingast's theory is not without its detractors, and the present book does
not engage in this debate. See in particular Clark (1996), who argues that rates of return were
stable well before the Glorious Revolution and did not spike around the Revolution, as would be
expected if North and Weingast are correct. For other criticisms of North and Weingast's theory,
see Carruthers (1990), Wells and Wills (2000), Quinn (2001), and Sussman and Yafeh (2006).
Pincus and Robinson (2014) argue that North and Weingast were correct to focus on institutional
changes heralded by the Glorious Revolution, but that party politics were at the root of the changes,
not credible commitment. Cox (2012) argues that North and Weingast were correct to focus on
institutional changes, but their focus on property rights was misplaced. Cox suggests that the
important changes were constitutional in nature, giving Parliament greater ability to grant tax
revenues and issue debt.

22 For much more on the commercial policies of the Interregnum government, see Brenner (1993,
ch. 12).

23 See de Vries and van der Woude (1997) and de Vries (2000) for numbers attesting to Dutch
growth during the Golden Age.

24 See Israel (1995, ch. 6), de Vries and van der Woude (1997), van Zanden (2002a, 2002b), and
van Bavel (2003). van Zanden (2002a, 2002b) attempts to pin the rise of the Dutch economy to an
earlier period than de Vries and van der Woude. van Zanden (2002b) goes so far as to say that
Dutch economic growth over the sixteenth-eighteenth centuries was “unspectacular.”" | have no
interest in entering into this argument; the only point made here is that the Dutch had a "head start"
on much of the rest of Europe, a relatively uncontroversial point within this literature.

25 See Allen (2001) and van Zanden (2002a).

26 See van Zanden (2002b), van Bavel (2003), and van Zanden, Zuijderduijn, and de Moor (2012).
27 See North (1981, p. 152).

28 See Israel (1995, p. 106).

29 See de Vries and van der Woude (1997, ch. 5) and van Zanden, Zuijderduijn, and de Moor
(2012). van Zanden (2002a) argues that the Dutch did indeed have a feudal past, and he cites a
recent literature in support of this assertion. Regardless, it is clear that the feudal nobility were
weaker relative to the urban classes in the Low Countries than they were elsewhere in Europe.

30 See van Zanden, Zuijderduijn, and de Moor (2012) for more on the accessibility of credit in late
medieval Holland.

31 See Israel (1995, ch. 6).

32 See Parker (1977, p. 32), van Gelderen (1992, pp. 22-3), and van Zanden, Zuijderduijn, and de
Moor (2012).

33 See Israel (1995, ch. 13).

34 See van Zanden and Prak (2006).

35 See Parker (1977, p. 179) and de Vries and van der Woude (1997, ch. 4).

36 van Gelderen (1992) gives an excellent overview of the political thought underlying the Dutch
Revolt.

37 See Israel (1995, p. 79).

38 See Parker (1977, pp. 36-7).

39 See Parker (1977, ch. 2), van Gelderen (1992), and de Vries and van der Woude (1997, ch. 9).
40 See Parker (1977, p. 155). van Gelderen (1992, ch. 4) notes that by the mid-1570s, the Dutch
made efforts to deny that the Revolt was religiously motivated, instead arguing that it was a fight
for liberty.

41 See Fritschy (2003).

42 See de Vries and van der Woude (1997, ch. 4), Fritschy (2003), and van Zanden and Prak
(2006).

43 See Israel (1995, ch. 14).

44 See Gelderblom and Jonker (2004).

45 See Gelderblom and Jonker (2005).




s

il 358 sl ria #

61 See Pamuk (2000).

62 See Ozmucur and Pamuk (2002).

63 For overviews of the Great Debasement, see Challis (1967) and Munro (2011). For more on the
inflationary effect of the Great Debasement, see Brenner (1961).

64 Metin Co?gel and Bogac Ergene (2014) find similar patterns in their analysis of courts in
eighteenth-century Kastamonu, an Ottoman town in north-central Turkey. They show that members
from elite families did much better than those from poorer families, although they suggest that it is
possible that this was not the result of judicial bias, but resulted from the fact that members of the
elite would only risk going to court if they were confident they would win.

65 On the merchant guild, see Greif, Milgrom, and Weingast (1994) and Greif (2006b). On the
community responsibility system, see Greif (2002, 2004, 2006b).
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Robinson (2005) and Acemoglu and Robinson (2012).

25 Spanish policies regarding the wool industry were yet another cause of Spanish economic
decline. The Mesta (sheep-owners' guild) was favored by the Crown, and the Crown therefore
refrained from enclosing common lands and providing security of property rights for non-Mesta
agriculturalists. See Hamilton (1938), Elliott (1961), North (1981), and Lynch (1991, ch. 4).
Kamen (1978) argues that there is simply no plausible evidence to suggest that the Crown's
favoring of the Mesta inhibited agriculture. | do not wish to enter into this argument here. | simply
note that the arguments made in this book are consistent with the Crown's favoring of the Mesta at
the expense of economic development, to the extent that this was historically the case.

26 Even where local finance and law and order were not under the control of the Crown, it was in
the hands of the growing aristocracy and the Church, neither of whom were interested in
commercial endeavors. See Kamen (1988, ch. 1).

27 See Lynch (1991, ch. 4).

28 See Lynch (1991, ch. 4) and Kamen (2003, chs. 2, 7).

29 See Lynch (1991, ch. 4).

30 See Lynch (1991, ch. 4).

31 See Elliott (1961) and Lynch (1991, pp. 172-3).

32 See Lynch (1991, pp. 198-9).

33 See Elliott (1961).

34 See Elliott (1961) and Lynch (1991, ch. 2).

35 Also see Alvarez-Nogal and de la Escosura (2007).

36 For more on the arbitristas, see Baeck (1988).

37 There is a long history of academic treatises trying to explain the “decline of Spain." For some
of the relevant literature, see Hamilton (1938), Elliott (1961), and Kamen (1978). Kamen views
the decline of Spain as a myth, arguing that Spain never really "rose" in the first place.

38 See Alvarez-Nogal and de la Escosura (2007). They show there was significant variation
within Spain, but the general pattern over time appears robust.

39 See Hamilton (1938) and Alvarez-Nogal and de la Escosura (2007, 2013).

40 See Alvarez-Nogal and de la Escosura (2007, 2013).

41 For more on the varying sources of legitimacy employed by the Ottomans, see Co?gel, Miceli,
and Rubin (2012a, 2012b).

42 For more, see ?nalc?k (1973, ch. 13), Hourani (1991, ch. 13), Pamuk (2004b), Co?gel and
Miceli (2005), and Karaman and Pamuk (2010).

43 See ?nalc?k (1973).

44 See Karaman (2009).

45 For more on Ebu's-su'ud - his career, life, and place within the Ottoman hierarchy - see Imber
(1997).

46 See van Zanden, Buringh, and Bosker (2012).

47 The Ottomans did face a threat in the early fifteenth century when Tamerlane overthrew them.
Sultan Mehmed | (r. 1413-1421) won back the throne by ceding to the demands of the elite.
However, this was prior to their expansion outside of the Anatolian and Balkan peninsulas. See
Karaman (2009).

48 See Kuran (2005b, 2011).

49 See Pamuk (2004a) and Balla and Johnson (2009).

50 See Pamuk (2004a) and Karaman and Pamuk (2010).

51 See Pamuk (2004b).

52 See Pamuk (2004a, 2004b).

53 See Karaman and Pamuk (2010).

54 See Karaman and Pamuk (2010).

55 See Balla and Johnson (2009).

56 See Karaman (2009) for an analysis of the Ottoman tradeoffs between tax collection and stifling
revolt.

57 The Ottomans did occasionally modify commercial law. For instance, in the nineteenth century,
after external pressures made it obvious that economic stagnation was harming the Ottomans'
position vis-a-vis Europe, they imposed a series of economic reforms. Moreover, the Quran is
hardly wholly antithetical to commerce; scores of verses sanctify private property and encourage
enrichment. The point is simply that the costs of modifying commercial law frequently, but not
always, outweighed its benefits.

58 See ?nalc?k (1973, ch. 10) and Karaman (2009).

59 For example, one of Ebu's-su'ud's great accomplishments was that he harmonized secular
administration with religious law by allowing rulers wide discretion in setting tax rates. See Imber
(1997).

60 See Kuran (2011).
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