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Article Info Abstract
Avrticle type: This study, focusing on the Safavid period (1501-1722 CE / 907-1135 AH), examines
Research Article how smuggling and tax evasion, as components of the “shadow economy,” affected the

fiscal structure and political legitimacy of the Safavid state and to what extent they

contributed to its gradual weakening. The significance of this research lies in the fact

o that, unlike previous descriptive approaches, it does not treat these phenomena merely
Articl history: as economic violations; rather, it interprets them as part of the broader pattern of state—
society interaction within the Safavid economic system. The main objectives of the

Received: study are to identify the mechanisms underlying smuggling and tax evasion, to explain
2026-01-06 the institutional and economic factors that facilitated their expansion, and to analyze
their fiscal and political consequences for the Safavid government. The central
Accepted: hypothesis proposes that the combination of state monopolistic policies, heavy taxation,
administrative corruption, and the instrumental use of certain economic and social
2025-04-22 institutions created fertile conditions for the growth of the shadow economy, ultimately

reducing state revenues and undermining governmental authority. The principal
innovation of this research is its analytical reading of the Safavid shadow economy and
its formulation of a-eyclical conceptual model linking “smuggling, tax evasion, and
state control responses.” By integrating principal-agent theory from institutional
economics with James Scott’s notion of “everyday resistance,”’tthetstudy offersca new
Keywords: interpretive framework for understanding state—society relations in early modern Iran—
a perspective rarely applied in studies of Safavid economic history. Methodologically,

Smugglln_g, the research employs a historical and descriptive—analytical approach, drawing on
Tax Evasion, primary Safavid sources, including administrative texts and European travel accounts.
Shadow Economy, The findings indicate that policies such as the silk trade monopoly, sharp regional price
Safavid State, differentials, weak administrative oversight, and the instrumentalization of institutions

Silk Trade Monopoly such as commercial endowments created fertile ground for smuggling and tax evasion.
These processes, in several instances, resulted in substantial declines in treasury
revenues, the expansion of informal trade networks, and growing economic distrust
toward the state’s fiscal system. Consequently, the shadow economy in the Safavid era
was not a marginal phenomenon but a significant structural element that contributed to
the gradual erosion of the state’s financial capacity and political legitimacy.
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Introduction

The Safavid state depended heavily on taxation, customs duties, and the silk trade to sustain its political
and military structure. Yet this system faced growing pressures from smuggling, tax evasion, and fiscal
corruption, especially in frontier zones and commercial centers. Previous studies have described parts of
the Safavid fiscal order, but fewer have examined these illegal economic activities as interconnected
elements of a shadow economy. This article addresses that gap by asking how smuggling and tax evasion
undermined state revenue, widened regional inequality, and weakened Safavid legitimacy. To explain
these processes, the study combines principal-agent theory with James Scott’s concept of everyday
resistance.

Method

This research uses a descriptive—analytical method and relies on library-based historical inquiry. The data
come from Safavid administrative works, including *Alam Ara-ye Abbasi*, *Tazkerat al-Moluk*, and
*Ahsan al-Tawarikh*, as well as European travelogues by writers such as Chardin, Della Valle,
Kaempfer, and Tavernier. Secondary studies by scholars such as Lambton, Floor, Matthee, Newman, and
Franger were also reviewed. The article first reconstructs the fiscal structure of the Safavid state, then
identifies the main mechanisms that encouraged smuggling and tax evasion, and finally explains how
these practices affected state revenues and political stability. The analysis remains qualitative and
interpretive, with emphasis on recurring historical patterns rather than formal statistical testing.

Results

The findings show that the Safavid fiscal system was organized around three major sources of income:
direct taxes, foreign trade, and crown lands. Two major fiscal offices, Diwan-e Mamalek and Diwan-e
Khassa, supervised provincial taxation and royal revenues, but their effectiveness varied across regions.
The system included taxes such as *ushr*, *kharaj*, *dah-nim*, *jizya*, and tolls on herds, gardens,
and movement of goods. In principle, these taxes provided a stable revenue base, but in practice their
rates changed across provinces, harvest conditions, and political contexts. Such inconsistency created
incentives for concealment, bargaining, and informal payments. The study identifies unequal customs
tariffs as one of the main drivers of smuggling. While ordinary customs duties ranged roughly between 7
and 14 percent, monopolized goods such as raw silk often faced much higher burdens, sometimes
reaching 25 percent or more. Shah Abbas I’s silk monopoly strengthened state control over exports, but it
also restricted private trade and encouraged merchants to seek informal routes. In southern ports, an
estimated 15 to 20 percent of trade appears to have shifted into illegal channels. This pattern became
especially visible where customs supervision was weak and where local officials benefited from bribery
or collusion. The evidence from travelogues supports this interpretation. Chardin reported corruption in
port administration and a notable decline in revenue at Bandar Abbas around 1650 AD. Della Valle and
Kaempfer described sharp price differences across borders, sometimes reaching four times the domestic
price for certain goods such as spices. Tavernier also noted the smuggling of gold and the participation of
Armenian traders in cross-border networks. These reports suggest that smuggling was not simply a matter
of individual opportunism; rather, it grew out of structural inequalities in taxation and trade regulation.
Another important finding concerns tax evasion in rural and frontier settings. Farmers, pastoral groups,
and local communities often faced heavy obligations, unpredictable assessments, and weak protection
from the central government. In some cases, tax burdens pushed peasants toward distress sales or
concealment of output. Where state oversight remained weak, local elites and governors also colluded in
reducing or diverting revenue. The result was a gradual erosion of trust between the central government
and provincial society. Instead of producing fiscal stability, the tax regime often encouraged avoidance
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and resistance. The study also shows that shadow-economy practices had broader political consequences.
Revenue losses reduced the state’s ability to maintain administration, rewardrdoyalty, and manage frontier
regions. At the same time, coercive responses to evasion often deepened local resentment and encouraged
further informal activity. This created a cyclical relationship: restrictive policy produced evasion, evasion
reduced revenue, revenue loss prompted stronger controls, and stronger controls generated new forms of
avoidance. In this sense, smuggling and tax evasion became embedded in the late Safavid political
economy. Overall, the findings indicate that the shadow economy was not an accidental by-product of
Safavid rule. It was a structural response to fiscal inequality, monopoly policy, corruption, and weak
central oversight. The article therefore argues that these practices played a meaningful role in the long-
term weakening of the Safavid state.

Conclusion

This study set out to explain how smuggling and tax evasion functioned within the Safavid shadow
economy and how they affected the fiscal and political strength of the state. The results confirm that these
practices were closely tied to the structure of Safavid taxation and commerce. Unequal tariffs, monopoly
restrictions, and administrative corruption pushed many actors toward unofficial economic behavior. As a
result, the state lost revenue, regional disparities increased, and central authority became less effective.
The findings are consistent with earlier scholarship that has emphasized the fiscal fragility of the late
Safavid state, but this article goes further by showing how daily practices of evasion and smuggling
operated as a recurring mechanism of resistance and adaptation.

In theoretical terms, the study supports the combined use of principal-agent theory and Scott’s
concept of everyday resistance for understanding premodern fiscal systems. From this perspective, the
shadow economy should be seen not as an external anomaly, but as an internal feature of governance
under pressure. One limitation of the study is the reliance on historical narrative sources, which do not
always provide precise guantitative data. Another limitation is the uneven survival of administrative
records across regions. Future research could compare Safavid evidence with Ottoman or Mughal cases,
or examine specific commercial centers and borderlands in greater detail. A more focused regional
analysis may further clarify how local actors shaped the fiscal economy of the Safavid world.

Ethical Consideration This article was prepared using historical sources and published research,
and no human or animal subjects were involved.

Compliance with Ethical Guidelines The authors adhered to accepted academic standards in
historical research, source citation, and interpretive analysis.
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