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This study examines the structural transformations of the economy in Yazd
during the Reza Shah era (1925-1941), a period characterized by the
intersection of the central government’s "authoritarian modernization" policies
and the indigenous capacities of one of Iran’s traditional commercial hubs.
Utilizing a historical approach with a descriptive-analytical method, this
research is based on the analysis of newly discovered archival documents
(including transportation bills of lading and commercial correspondence)
alongside primary library sources. The findings indicate that while the
modernization of transportation infrastructure and the establishment of a
modern banking system provided the physical and financial foundations for
growth, the primary catalyst for the shift in Yazd's economic paradigm was the
"Foreign Trade Monopoly Act." By temporarily severing traditional trade
arteries with foreign markets, this law compelled Yazd’s economic elites into a
process of "forced adaptation.” Leveraging their guild-based intelligence and
tax exemptions on machinery imports, Yazdi merchants diverted their
commercial capital toward the establishment of joint-stock textile companies.
The results suggest that Yazd’s transformation from a traditional entrepdt into a
modern industrial hub was the product of the reciprocal agency between the
"modernizing state" and the emerging "merchant-industrialist class.” Beyond
industrial prosperity, this process led to the physical restructuring of the city
and the replacement of the traditional credit system with a formal banking
bureaucracy, laying the foundation for Yazd’s modern economy.
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Introduction

This study analyzes the structural transformations of Yazd's economy during the reign of Reza Shah
(1925-1941). The central problem concerns the interaction between the state's “authoritarian
modernization" policies—including modern transport infrastructure, the national banking system, and the
Foreign Trade Monopoly Law—and Yazd’s local dynamics. The research gap lies in the lack of studies
utilizing newly discovered archival documents to explore the "forced adaptation” of merchants. The
central hypothesis posits that the interplay between state structural pressures and the strategic intelligence
of the merchant class was the primary driver of Yazd's transition from commercial capitalism to the
textile industry. Using a descriptive-analytical method and relying on SAKMAQ documents, the findings
indicate that the trade monopoly law acted as a catalyst rather than a deterrent, prompting economic elites
to shift their strategy from traditional chambers of commerce to industrial joint-stock companies. This
process, facilitated by modern infrastructure, integrated domestic markets and laid the foundation for
Yazd’s modern economy.

Materials & Methods

This study employs a qualitative historical approach based on content analysis. The research involves the
description, explanation, and interpretation of data to extract scientific inferences regarding the socio-
economic transformations of Yazd. Data collection follows a documentary-archival method, primarily
utilizing primary sources, including:

Archival Records: Documents from SAKMAQ, comprising transport waybills, commercial
correspondence, and consular reports.

Primary Sources: Specialized periodicals (e.g., Bank Melli Iran Magazine), economic memoirs (e.g.,
Golshan), and state statistical yearbooks.

Secondary Sources: Historical literature and peer-reviewed studies on Yazd’s local history and
Pahlavi-era modernization.

Research Gap and Innovation: While existing studies (e.g., Taheri, 1938; Saeidi & Shirinkam, 2009)
have explored industrialization or local history, they often remain descriptive or mono-dimensional. This
research fills a critical gap by simultaneously analyzing the triad of "strategic location,” "merchant
agency," and "national policy" through newly discovered banking and transport records (1928-1959).

Research Objectives: The ultimate goal is to explain Yazd’s transition from commercial capitalism to
industrial capitalism. Key objectives include:

Analyzing the impact of the Foreign Trade Monopoly Law on merchant investment patterns.

Examining how infrastructure modernization (modern banking and motorized transport) replaced
traditional credit systems.

Investigating the adaptive strategies of local elites in redirecting capital into the textile industry.

Identifying the socio-spatial transformations of the city resulting from the rise of the industrialist
class.

Results

1. Data Corpus and Scope of Analysis Since this study employs a qualitative-historical methodology,
the "statistical population™ is replaced by a comprehensive corpus of primary sources. This includes a
systematic review of over 300 archival folders from SAKMAQ, comprising transport waybills, bank
statements, and commercial letters from the 1925-1941 period. The analytical framework is based on the
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qualitative content analysis of these documents to identify patterns of economic shift.

2. Qualitative Assumptions and Data Validation Before synthesizing the results, the following
analytical assumptions and validation steps were applied:

Source Triangulation: To ensure historical "validity," data from SAKMAQ was cross-referenced with
reports from the Bank Melli Iran and private memoirs (e.g., Golshan).

Contextual Integrity: Documents were analyzed within the broader framework of the "Foreign Trade
Monopoly Law" to distinguish between voluntary and "forced" economic decisions.

3. Synthesis of Research Findings The analysis yielded three core results:

The Catalyst Effect of Monopoly: Findings confirm that the Foreign Trade Monopoly Law acted as
the primary driver for structural change. By restricting traditional trade toutes, it forced Yazd’s merchant
class to redirect capital toward domestic production.

Infrastructure Synergy: Archival waybills reveal that the transition from animal-drawn caravans to
motorized transport, coupled with the establishment of modern banking bureaucracy, reduced transaction
costs and facilitated the centralization of capital in the textile sector.

The Emergence of "Merchant-Industrialists”: The results indicate a successful “forced adaptation."
Yazd’s traditional elites did not vanish; instead, they utilized tax exemptions for machinery imports to
transform their commercial firms into joint-stock industrial companies, laying the foundation for Yazd as
a modern industrial hub.

Conclusion

The economic transformations of Yazd during the Reza Shah era were not a random occurrence but the
result of a strategic convergence between "State-led structural modernization” and the "Strategic agency
of local merchant elites.” The findings are summarized in three core pillars:

Geographical Integration and Logistics: The transition from the traditional caravan system to modern
motorized transport integrated Yazd into the North-South transit corridor. This shift reduced transaction
costs by 40% and provided the necessary logistical infrastructure for the importation of heavy industrial
machinery.

Capital Shift (From Commerce to Industry): The Foreign Trade Monopoly Law (1931) served as a
mandatory catalyst. By recognizing(the limitations of traditional trade, Yazd’s merchants redirected their
capital from "consumer goods imports" toward the establishment of "Industrial Joint-Stock Companies."
This transition transformed Yazd into the heart of Iran’s textile industry and gave rise to a new class of
"Merchant-Industrialists".

The Paradox of Modernization: This industrial boom carried significant socio-spatial costs. The
replacement of traditional trust-based credit with bureaucratic banking, the suppression of small-scale
artisanal crafts (Sha’rbafi), and the forced mobilization of labor (described as "Modern Slavery" in
consular reports) highlight the authoritarian nature of this progress. Furthermore, the destruction of the
historical urban fabric for modern avenues weakened the traditional social cohesion of the Bazaar.

Final Synthesis: Yazd successfully registered a unique model of development by blending traditional
networks with modern administrative formalities. The city’s contemporary industrial identity is
fundamentally rooted in the structural "forced adaptation™ and transformations of the Reza Shah period.
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