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This research analyzes the socio-political foundations of the fundamental
transformation of Iran's monetary system during the transition from the Qajar to
the Reza Shah period. The study explores the social and political factors of
monetary changes during this era, seeking to answer the research question:
What were the socio-political foundations of the transition from the Qajar
monetary system to that of the Reza Shah period?

According to the research findings, during the Qajar period, the country's
monetary system suffered from chronic instability and structural chaos. In
response to this disorderly legacy, Reza Shah's government—by abolishing
foreign concessions, establishing national institutions such as Bank Melli Iran,
and enacting new legislation—sought to reclaim monetary sovereignty and
transform currency into a symbol of national authority. This was not merely an
economic measure; rather, it was an inseparable part of a broader political
project aimed at establishing a centralized and independent state.

This study examines the chaotic Qajar monetary system, the political
foundations of Reza Shah's reforms, and the socio-cultural consequences of this
historical transition. The methodology employed is historical-qualitative. Data
was collected through library research (desk research) and subsequently
described and analyzed.

The results indicate that while these reforms were successful in achieving
their political objectives—namely, the centralization of power and financial
independence—they faced deep-seated cultural resistance at the societal level.
The persistent use of the "Toman" in popular culture to this day remains a
prominent symbol of this resistance.
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Introduction

At the end of the Qajar era, Iran faced a profound financial and economic crisis. The monetary system,
which was based on metallic coins, was unstable and volatile due to global fluctuations and foreign
influence. With the rise of Reza Shah, the project of modernization and strengthening the central
government made monetary reforms essential. The main research problem is the analysis of the social and
political contexts of the transition from this chaotic Qajar system to the new monetary system (Rial and
banknotes) during Reza Shah's reign, which was carried out to reinforce the central government and
stabilize the new currency unit. The main goal of the research is to identify and analyze the social and
political foundations of the transition from the Qajar to the Reza Shah monetary system.
The significance and necessity of this research stem from three aspects:
# Historical: Clarifying lesser-known aspects of Reza Shah's reforms and the clash between
tradition and modernity.
# Economic: Understanding the roots of Iran's new economy.

Social and Political: Explaining how money was transformed into a political tool for creating
national unity and strengthening the central government's power.

Consequently, existing research has primarily addressed the "why" and "what" of this change. The
research gap here is the focus on the socio-political dimensions and addressing the "how" and the "social
consequences” of this transformation, including its impact on the daily lives of people, the reaction and
resistance of various social groups (such as money changers and merchants), and the way the government
used this change to increase economic control and weaken the power of traditional classes. The
theoretical framework for this research includes the theory of state-building and modernization, the theory
of capitalism and foreign influence, and the theory of social change and symbolism. This section is based
on the theory of the modern state and historical institutionalism.

The economic theories in the research include the Quantity Theory of Money, Monetarism, and
Gresham's Law (which explains how "bad money drives out good money" and how the new currency
replaced the old one).

Thus, the question arises: What were the flaws of the Qajar monetary system that led Reza Shah to
decide on a monetary system change, and what was the impact of this change on the economic and social
relations of society?

The main hypothesis of this research is based on the premise that the chaos, dependency, and
fragmentation of the Qajar era's monetary system, which was a clear symbol of the central government's
incompetence and lack of national sovereignty, constituted the primary political driving force for the
transition to the Rial and banknotes during the Reza Shah period.

In conclusion, the traditional Qajar monetary system was an obstacle to economic modernization,
and the change of currency unit and the issuance of banknotes was a political tool to weaken local power
and increase the central government's influence during the Reza Shah era.

Methodology

The present research addresses the "methodology" using a qualitative method and content analysis. In the
qualitative method, data collection was carried out through a set of approaches that include description,
explanation, and interpretation of the data. In content analysis, the collected data will be scientifically
explained in terms of their economic, historical, social, and political significance, which, at the conceptual
level, is the method by which inferences are drawn from the text data.

Therefore, the research method in the present article is historical with a qualitative approach, and the
required information was gathered using a library-documentary method. After being compared and
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verified, this led to the description and analysis of the data.
Data Collection Tools:
# Archival Documents: Documents and correspondence from Bank Melli Iran.
# Primary Sources: Newspapers and magazines of that period, memoirs of political figures, and
travelogues.
# Secondary Sources: Books, academic articles, and related theses.

Results

The findings indicate that the abolition of the chaotic and vulnerable Qajar monetary system and its
replacement with a national and centralized currency unit (Rial) controlled by Bank Melli Iran was a vital
tool for consolidating national sovereignty. This action allowed Reza Shah's government to gain the
monopoly over minting coins and printing banknotes, thus severely limiting the financial and political
influence of foreign powers. From a social perspective, standardized banknotes bearing new national
symbols helped promote the unified national identity sought by Reza Shah's government, gradually
replacing local and traditional loyalties. Simultaneously, and in accordance with Gresham's Law, this
change facilitated and accelerated the transition of society from a traditional, local, and bullion-based
economy to a new, national, and paper-money-based economy. Although these reforms were successful in
achieving their political objectives, they faced deep cultural resistance at the societal level, the enduring
use of the unit "Toman" in popular culture to this day being the prominent symbol of this resistance.

Conclusion

The transition from the Qajar Toman and Qiran to the Pahlavi Rial and banknotes was a prominent
example of Reza Shah's effort to create a modern and centralized nation-state. These reforms were far
more than a simple change in currency unit; they constituted a profound political and social
transformation with deep objectives and consequences. The project achieved significant success in three
key areas:

Key Achievements

1. Ending Monetary Dependency: By revoking the Imperial Bank of Persia's concession and establishing
national institutions like Bank Melli (National Bank of Iran), the dominance of foreign powers over Iran's
monetary system was ended, and the country's financial sovereignty was reclaimed.

2. Monetary System Stabilization: By transitioning to the Gold Standard and enacting modern laws, a more
stable and predictable monetary system was created, which provided the necessary infrastructure for
economic development.

3. Creation of Development Infrastructure: The new monetary system provided a suitable foundation for
supporting major construction projects and the country's industrialization efforts.

However, this top-down modernization project faced fundamental challenges in achieving full social
acceptance. The cultural resistance of the populace to paper money, and especially the persistent use of
the word "Toman," clearly showed that state authority cannot easily compete with the long-standing
habits and culture of a society. This dualism, which remains a living legacy from that era to this day, is
evidence that modernization projects imposed from above will invariably encounter deep social
resistance. Ultimately, the study of this historical transition opens a window to a better understanding of
the roots of today's structural problems in Iran's economy. Challenges such as the continuous devaluation
of the Rial and chronic inflation indicate that issues related to financial instability have persisted
consistently since that era and require deep, structural solutions.
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