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THE BEGINNINGS OF COMMERCIAL AGRiCULTURE IN IRAN*
Vahid F. Nowshirvani
with_the Assistance of

Alice Knight

Introduction

For Iran, the nineteenth century, particularly its second half, is
usually thought of as a period of economic stagnation, if not decline.
The growing politipal and economic domination of Iran by Britain and
Russia and the weak, corrupt and increasingly exploitative Qajar rule,
which could not effectively resist foreign demands, are generally considered
the basic causes of this stagnation.l In contrast to this period, the years
after the coup d'etat of 1921, when the relatively strong central government
embarked on avseries of administrative, legal and economic reforms, are
viewed as the beginning of the modern economic development of Iran. In this
essay we shall try to show that the break between the two periods is not as
sharp as generally believed and that the ability of the central government
to-carry out its reforms was based upon fundamental economic transformations
‘ that had been occurring in Iran as the result of the West's economic penetra-
tion of the country.2 The main ﬁhesis of the paper is thai between the
ascension of Nasir-al-Din Shah to the throne (1848i and the constitutional
revolution (1906-1911), the pre~mercantile and fragmented economy of Iran
gradually became integrated not only into the international economy but also
internally.3 Since these developments took place under the commercial impact

of the industrial powers, the internal integration did not mean a parallel




expansion in both industry and agriculture. On the contrary, competition
from Western manufactured goods ruined much of the domestic industry. By
the end of the period, Iran was still very much a pre-capitalist society,
but it exhibited many of the characteristics of a market economy. Since the
expansion of Iran's exports was chiefly in agricultural products, the spread
of commercialization was probably most conspicuous in the rural areas. Thus
it was in an economy with a relatively advanced state of commercial exchange,
implying éonsiderable regional specialization and interdependence, that the
govérnment after the coup was able to establish a reasonably efficient central
bureaucracy and army to carry out its reforms. |

This paper is primarily about the structural changes that took place
in the rural areas, such as the rise of cash crops, the relative loss of
economic autonomy of villages, changes in the pattern of land.ownership and
the creation of wage labor. However, in order to appreciate these develop-
ments, it is essential to set them in the wider context of the overall economic
change in the country. In particular, it is useful to clear up certain mis-
conceptions responsible for the common belief in the economic stagnation and
decline of Iran during the nineteenth century. In the first section of the
paper, therefore, we re-examine the arguments and evidence purporting to
show the gener#l deterioration in econoﬁic conditions. The second part is
more specifically devoted to a description of the structural transformation
of the rural areas and the expansion of a market economy in Iran. A brief
concluding section discusses the implications of these developments for the
reforms instituted after 1921, In the Appendix, we outline a few of the

problems met encountered in sources when writing on the economic history of Iran.




It is generally maintained that the economic disintegration of Iran in
the second half of the nineteenth century is reflected in its chronic excess
of imports over exports and the resulting difficulties with balance of
payments, a constant1§ depreciéting éurrency, the rising level of prices and
the unfavorable movements in terms of trade (the relative price of a nation's
exports and imports). Large sections of the population; particularly the
peasantry, it is argued, were adversely affected by these developments.4

Although the various economic ills of the country are usually blamed
on the incompetence and avarice of the ruling class, the rulers should not
be held responsible for all these misfortunes; certainly, such factors as
the adverse movements in terms of trade or the currency depreciation due to
the fall in the international price of silver were beyond their control. Nor
is it obvious that the burden of inflation (even if it can be shown that there
was muéh price increase) was borne directly by the mass of the population.
The vast majority of the poorer segments of the population were peasants
living in relatively self-sufficient villages and, therefore, immune to
thé evils of inflation. Because land taxes were fixed in money terms and
because the peasantry did not possess significant monetary assets and were
in fact net debtors, they might even have benefitted from inflation when
price increases eroded the real value of their liabilities, We do not wish
to assert that Qajar rule was not oppres;sive and arbitrary nor that the
government always pursued economic policies beneficial to the country.

Neither do we believe that the common man enjoyed an adequate standard of




living. Rather, our aim in this section of the péper is to scrutinize
the evidence to see if it is reliable and to determine whether the usual
inferences logically follow.

For many, the most obvious indication of the economic bankruptcy of Iran
is the imbalance in its foreign trade. Contemporary observers consistently
estimate imports to exceed exports and claim that the difference was covered
partly by the export of specie.5 The outflow of precious metals was cer-
tainly considered an evil, detrimental to industry, trade and the prosperity
of the country. Iranian governments often imposed bans on the export of
gold and even prohibited the outflow of silver coins at times when it was
necessary to reduce the volume of Iran's imports, such as during the period
of the sudden decline in silk output.6 Of,course, it is hard to imagine how
such regulations could be effectively enforced. The magnitude of the foreign
trade deficit of Iran is difficult to establish, and it is harder yet to
measure the extent, or even the direcfion, of the movement of gpecie, Until
the end of the nineteenth century, when Belgian officials were put in charge
of the customs administration, data on the visible trade of Iran are scanty
and unreliable--the earlier practice of farming out the customs revenue was
not, for obvious reasons, conducive to accurate reporting.7 Other evidence
suggests that, whether or not the commodity trade was unbaianced, the deficit
must have been covered by transactions other than the outflow of gold and
silver. In order to remit Iranian silver currency to pay for imports of
goods, such direct transfers had to be cheaper than carrying out payments
. through the purchase of sterling bills of exchange on London. Taking the

period of 1863 to 1921, we find that in only eight years was the intrinsic
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value of the Kran, that is, the gold value of its silver content, above its
Pound Sterling exchange rate. Only in those years would it have been profit-
able to export specie to purchase Pounds in London. When one considers the
higher cost of movements of metal than the charges for payments through bills
of exchange, it is not clear that there would have been large net outward
movements of Iranian silver currency even in those eight Years.8 (Normally
it would have been cheaper to use the silver Kran iﬁ Iran to buy bills of
exchange on Londoﬁ or other financial centers.) To encounter no net outflow
of specie is not surprising for the years after 1890, when foreign investments,
loans to the government, remittances of Iranian workers in Russia and foreign
military expenditures in Iran were financing the trade deficit. We are led,
however, to conclude that, since in the earlier years Iran did not have sub-
stantial net invisible exports or capital inflow, the trade imbalance must
have been smaller than is commonly believed.

The most reasonable explanation, corrobérated by contemporary observers,
is that Iran's imports were overstated and its exports Qere underestimated.
The main factor in the over-asgessment of imports was the estimation of their
value according to merchants' prices rather than by what the importers had in
fact paid.10 Importers had little incentive to undervalue their goods in
order to lower customs dues since thesevwere often fixed by mule loads or
some other quantity measure rather than assessed according to the five percent
ad valorem rate. Under-reporting of exports was widespread, and its extent
probably considerable. The prevalence of smuggling is the most obvious
explanation for the unreliability of export figures. Lucrative opportunities

existed for smuggling subsidized Russian products back into Russia. There




was also periodically large illicit trade in foodstuffs, especially grains,
whose export was often banned after mid-century whenever there were food
shortages.11 Another possible cause of ‘the underestimation of exports may

be the failure to include transport costs to the border in the value of goods.
Since these costs could be quite high, especially prior to the 1890's, a
downward bias might have been introduced in the data.

Even if substantial quantities of specie were not being exported,
during much of this period there was undeniably, as J. Rabino puts it, "a
permanent dearth of currency."12 Despite Rabino's claim, it is improbable
that the scarcity was caused by hoarding. Chronic public deficits did not
allow the government to save any money out of its revenue. Nor was the
Iranian ruling class known for its frugal ways. The only people in possession
of liquid funds were the merchants, and they were unlikely to leave their
money idle. A more plausible explanation is that the acutely felt shortage
was the reflection of the growing need for widely accepted instruments of
payments to finance the expansion of trade (which we shall discuss more
fully below). Not only were the number and volume of commercial transactions
growing, but they were increasingly directed to the national and the inter-
national markets. Demand for money was rising, and local credit arrangements
to facilitate internal trade did develoﬁ to some extent, even in the absence
of a central monetary authority. Until the Imperial Bank of Persia was
established, the scope of such credit and clearing arrangements was limited,
and except in a few cases such as that of Haji Amin-O-Zarb, the bills of

Iranian merchants and moneylenders were not widely acceptable or readily

negotiable, Inevitably in such a situation, part of the larger demand for
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money had to be met from increased circulation of the silver currency of

the country. Therefore, the perceived scarcity must have been relative to
the growing need of the expanding trade of the country, rather than a con-
sequence of a constant outward drain of specie. At times, statements about
shortages of silver currency and the unavailability of good bills on Europe
reflected Iran's real periodic difficulties in paying for her imports.13
Recurrent complaints were to be expected and were evidence of the equili-
brating mechanism for balancing and foreign trade of the country, which was
highly sensitive to such natural factors as tﬁe state of the harvest or the
occurrence of famines and epidemics. Tranéfers of specie set in motion com-
pensating forces to adjust temporary trade imbalances--it was the gold standard
in its pure form at work.

Numerous authors have argued that the depreciation of the Iranian
currency--that is, the declining gold or Pound Sterling value of the Kran--
was due either to balance of payments deficits.or currence debasement.

It is true that between 1848 and 1914, the Kran fell from 22.5 kran per
Pound Sterling to about 56 kran per Pound Sterling.15 Prior to this period,
debasement had been the major cause of the declining value of the Kran; yet,
there was only one minor reduction in the official silver content of the Kran
during these years. Clearly, the goverﬁment had no incentive to debase the
currency, since ultimately, devaluation would only hurt its own finances be-
cause of the fixed monetary value of taxes. As one would expect, cheating
did occur in the provincial mints, but because such tampering was generally

considered harmful to national commerce, minting was centralized in 1877 to

17
ensure a uniform currency. As we have already noted, no less an authority




on the Iranian currency than J. Rabino shows that the Kran often commanded

>a premium, selling at a rate above that which the gold equivalent of its
official silver content would justify.18 This is hardly to be expected from
a currency that was constantly being debased. Needless to say, the officials
of the British-owned Imperial Bank of Persia had a vested interest in blaming
Iranian authorities for the alleged irregularities in the administration of
the monetary system.19 Since Iran was in effect on the silver standard,

the exchange value of its currency was simply determined by the international
price of silver. Depreciation, then, had nothing to do with debasement, the
commercial and financial policies of the govermment, or the alleged trade
deficit of the country. The decline in the éxchange rate of the Kran in
terms of Pound Sterling, since the latter was tied to gold, was the natural
consequence of the falling international price of silver, especially after
the 1880's.

Whatever its cause, the depreciation of the currency, it is maintained
"constituted a severe and indirect tax that hit the poor particularly...."zo
Tﬁe mechanism by which the depreciation affected the peasants is not clearly
specified, but it was supposedly inflation, which was not matched by an
equal increase in wage.21 Inflation, which was to some extent caused by the
declining exchange rate, could not Bgz_ég.be responsible for the deterioration
in the standard of living of the poor. If wages did not rise as much as
the general level of prices, the cause must be sought in factors other than
the falling value of the Kran.22 The mass of the population, which was

primarily rural, even at the end -of the century, might have been adversely

affected by price changes insofar as the terms of trade moved against them.




McDaniel and Issawi, both citing the fall in the world prices of agricultural
products from 1873 to the mid-1890's, have claimed such a reduction in the
real income of the general population, especially the peasantry.23 Whether
in fact the terms of trade became unfavorable for Iran is a debatable issue
which we shall examine more fully below. Our earlier discussion of the causes
of exchange rate devaluation has shown that, whatever change there might have
been in the relative prices of agricultural to industrial goods, it was un-
related to currency depreciation.

When considering the measurement of the rate of inflation and of the
deterioration in living conditions, it is necessary to recall that evidence
concerning price changes in Iran is scanty and highly unreliable. Given the
fragmented structure of the economy, the use of isolated price data, seen in
McDaniel, to show any general movements in prices, is of doubtful validity.
Not only were there large seasonal and regional price differences, éspecially
for bulky commodities such as grains, but the history of the period is
characterized by wide price fluctuations due to natural or economic factors.
As late as 1890, regional price differences of over 300 percent were not
uncommon for grain.z4 In 1910, bread and grain in Mashad fluctuated by over
50 percent between summer and winter.z5 Napier reports that during the 1871-
1872 famine, grain was selling at 4 Krahs/man in Shirvan, while at the time
of his visit (1874), it had fallen to 5 man/Krans, one-twentieth éf its
previous price.26 Nevertheless, it appears that in the 1890's and the early
years of the twentieth century, domestic prices and wages were generally

higher. We doubt, however, that these changes can be measured, even roughly,

by an index to determine whether prices rose significantly more than wages.2
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Statements concerning declining real wages are not, therefore, based on

even remotely objective measures but upon comparisons between travellers'
accounts from the early nineteenth century and those of the late nineteenth
and early twentieth centuries.28 The validity of such conclusions is highly
questionable becausé of the doubtful impartiality of such descriptiomns and,
more importantly, because of the systematic biases which must have tainted
the vantage point of the later observers as the difference between European
and Iranian living standards widened over the course of the century.29
Clearly, though, our evidence does not allow us to reach the opposite con-
clusion that there was an improvement in the welfare of the masses, who, even
until much later, lived in miserable conditions. In the second section of
the paper, we do show that the availability of certain simple artiéles of
consumption was more widespread than is sometimes maintained.

Arriving at a judgement about the. impact of changes in the terms of
trade upon the well-being of the population is not a less complex task.
Firstly, the decline in world prices of primary products relative to prices
of manufactured goods is not an unequivocally established fact.30 Secondly,
it is not clear that the relative price of primary to industrial goods,
usually measured by the relative price of United Kingdom exports to exports,
is the appropriate terms of trade for Iran. Iran's imports of agricultural
produce consisted of specialty goods such as opium, dried fruits, silk and
gums, in addition to the staples, cotton, grain and wool. Changes in the
prices of some of these goods, notably opium and silk, do not aépear to
follow closely the general trend in agricultural prices._ In the absence of

continuous price series, we have to rely on the scattered data presented in
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Table 1, which shows the price of opium in the city of Mashad. (For the
sake of a consistent comparison, we have not included the data for other

years which were available only for other locations.)

Table 1

Price of Opium Per Shah Man in Mashad, in Pound Sterling

YEARS
1870 1883 1889 1890 1901 1902 1903 1904 1905

6.0 4.6 8.0 6.5 4.3 3.3 4.0 5.0 6.7

Source: Great Britain, Parliamentary Papers, Various Diplomatic and Con-
sular Reports.

Information on silk prices is even more difficult to obtain; hence, we have
chosen to indicate the general trend in the price of this commodity by
- examining the export price of Chinese raw silk, which must have followed

‘a similar pattern to that of Iranian silk.

Table 2

Average Export Price of Chinese Silk in Dollars/1000 Piculs of Raw Silk

1870-74 '75-'79 '80-'84 '85-'89 '90-'94 '95-'99 1900-1904 '05-'09 '10-'l4

760 470 430 400 420 560 710 800 760

Source: D. K. Lieu, The Silk Industry of China (Shanghai: 1941).

The conclusion we can draw from these figures is that the fall of the prices

of silk and opium was not as substantial as the general decline in agricultural
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prices and tha; by the beginning of the twentieth century, when they were
both important export items, their prices had recovered to levels equal to
or even higher than those prevailing in the pre-depression era. The situation
is not surprising since the fall in the prices of agricultural staples was
partly caused by the expansion of cultivation in the thinly populated "New
World," which was not suited to the production of such labor-intensive crops.
Finally, Iran itself was a large importer of agricultural products such
as tea and sugar and would have benefitted, as far as these items were con-
cerned, from a fall in agricultural prices. Iﬁ the following table we attempt
to show_the mégnitude of the price movement for the three largest imports of
Iran. Although these are not the prices that prevailed in Iran, the latter
must have exhibited similar trends. The table certainly demonstrates sig-
nificant declines in the prices of Iran's principal imports. The existence
and size of such declines may invalidate statements regarding unfavorable
movements in the terms of trade of the country. The verification of such
assertions must await the construction of a systematic index of the terms of
trade for Iran, which would be outside the scope of the present paper.
Closely related to the issues of terms of trade, price fluctuations
and currency depreciation is the change in the volume of the externél trade
of the country., Our interest in measufing the expaﬁsion of trade stems from
its direct relevance to the spread of comﬁercialization, the focus of the
second section of this study. Since actual quantity data are seldom avail-
able, there has been a tendency to measure mowements in the volume of trade
in terms of some foreign exchange and indirectly, then, in terms of gold.

Using such a standard, Entner has shown that Russo-Persian trade surpassed




-13-

Table 3

Prices of Major Imports of Iran

Tea

Sugar

Textiles and
Fibers3l

Average Indian
Export Price in
Pound Sterling/1b.

Average wholesale
price of sugar in
London, shillings

Board of Trade
wholesale price
index, 1900=100

Years per cwt.

1870-74 .088 23.60 156, 40%
1875-79 .091 21.00 134.96
1880~84 .070 18.80 150.05
1885-89 . 049 13.30 103.56
1890-94 .052 13.10 97.48
1895-99 .052 9.80 85.38
1900-04 .031 9.30 100.04
1905-09 .028 9.80 93.68
1910-~-15 .032 11.15 127.7

*Average for the years 1871-74,

Source:

(Cambridge:

B. R, Mitchell, Abstract of British Historical Statistics

1962); N. Deerr, The History of Sugar (London:

1949) ; Great Britain, Board of Trade, Statistical Abstract

for the Several Colonial and Other Possessions of the United

Kingdom (London:

1865-1905), later called Statistical Abstract

for the British Self-Governing Dominions, Colonies, Possessions

and Protectorates (London:

1904-1918), various volumes.




-14-

its 1830 level only after 1880, and thus argues that the Treaty of Turka-
manchai was not effective in promoting trade between the two nations.
The decline in Russo-Persian Frade during the 1830's can easily be explained
by the plague epidemic of 1830-1831, which, it is claimed, killed about one-
third to one-half of the population of the Caspian region. The real volume
of trade must have exceeded its 1830 ievel long before 1880, and contentions
to the contrary reflect the mistaken view that gold value of trade somehow
estimates the quantity of trade, whereas it is merely an alternative measure
of its value. Since prices were generally falling between 1830 and 1880, the
gold value of the level of trade underestimates the real growth in the quantity
of trade during this period; moreover, the biases introduced by the use of
value of trade in terms of gold are not confined to the years 1830 to 1880.
The declining trend of prices continued until aBout 1895 and reversed itself
for the two decades following that year.33 The usual measures of the level
of trade are, thefefbre, likely to underestimate éxpansion of volume of trade
in the last two decades of the century and to exaggerate its increase after
1895.

Professor Issawi has attempted to measure the growth in the quantum
of trade using, in the absence of more suitable data, price deflators of
British exports and imports; according Eo his evalnation, between the 1850's
and 1914, the real volume of trade quadrupled.34 This procedure, rather
than Entner's method, is the cofrect way to assess the change in the quantity
index of trade, Still, we suspect that frofessor Issawi's estimate may be
too low. Two factors we have already mentioned are probably the main causes
of the downward bias in the figures. One is the relative importance of

agricultural goods in Iran's imports, and the decline in their index was
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larger than that of general British exports. Second, the rise in smuggling
relative to the total trade grew with the government's increasing tendency
to impose embargos on the exports of foédstuffs. Our position concerning

- the existehce of such biases in Professor Issawi's estimates involves con-
jecture, and we do not believe that it would be possible to construct a
reasonably exact quantity index of trade to measure the changes with greater
precision.

From the discussions in this section, it should be clear that a number
of the common explanations of the stagnation and decay of the Iranian economy
‘are based on erroneous analysis, while other draw upon evidence which is, at
best, ambiguous. As we have emphasized, we do not subscribe to the view that
in the second half of the nineteenth century Iran enjoyed a period of dynamic
growth--a position which would be patently false. Others might consider the
changes we describe and analyze in the following section as the symptoms of
Iran's increasing economic dependence on the West rather than of economic
progress, Yet, whether these structural modifications could be considered
as capitalist development will not be our primary concern. Still, it is
unreasonable to describe these changes as retrogressions or to argue that
the circumstances surrounding their occurrence were those of general decline.
These transformations did gradually enable the State to tdke a more active

part in the formulation of economic policies.

I1

A number of social and economic historians of Iran have attempted to

divide Iranian history into periods and to analyze its developments in terms
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of such historical stages and categories as feudalism or the Asiatic mode
of production and oriental deépotism.35 " Without joining the controversy
over historical periodization in Iran, we would argue that whether or not
Qajar Iran may be classified as feudal or Asiatic or some variation thereof,
it is useful to think of it as a pre-mercantile society which was gradually
transformed into a market economy. We are primarily concerned with the
extension of commodity exchange relations and how this development modified
the existing economic and social structure. We are aware that the course
of such structural transformations is partly determined by the characteristics
of the society in which they occur. As Marx maintained,

Commerce, therefore, has a more or less dissolving

influence everywhere on the producing organization,

which it finds at hand and whose different forms are

mainly carried on with a view of use value. To what

extent it brings about the dissolution of the old mode

of production depends on its solidarity and internal

structure. And whither this process of dissolution will

lead, in other words, what new mode of production will

replace the old, does not depend on commerce, but on

the character of the old mode of production itself, 36
An understanding of the pre-existing structure, is therefore, essential for
a complete analysis of the development that occurred in Iran--hence, the
relevance and importance of the historical controversy mentioned above.
However, the pace of the spread of markets, the reaction of the various
segments of the society to changes in their traditional roles and the
emergence of some specific forms rather than others, all issues central
to the debate, will not be our concern here. The remainder of this paper

is confined to a description of the nature and the extent of the expansion

of commercial relations in Iran, especially in its rural areas.
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Perhaps the concept of non-market or pre-mercantile society needs some
explanation. In a non-market economy, in its pure form, economic organiza-
tion, the social division of labor and the exchange of products and services
is based upon custom and/or command by a central authority. Historically,
such systems exhibited several salient common traits: for example, produc-
tion was for use value, irrespective of whether or not each producer was the
rultimate consumer of the product, and economic surplus was extracted directly
either in the form of goods or various types of labor services. In the absence
of cheap transportation and communication, regional specialization was limited,
and in general a close correspondence existed between each region's production
and its consumption. Because of the restricted sphere of exchange, institu-
tions to facilitate trade were poorly developed.

In contrast, production in a market economy is for exchange rather than
for the immediate use of the producer; surplus extraction is indirect through
cash rents or taxes, and considerable regional specialization occurs, neces-
sitating trade between regions. Relatively large movements of goods allow
the concentration of the economic surplus, which can be used to maintain an
efficient central bureaucracy and army. The prevalence of commodity exchange
requires elaborate legal and economic institutions concerning property rights,
‘enforcement of contracts, a widely accebted medium of exchange, and, even-
tually, negotiable credit instruments. Clearly, this summary offers only
a highly abstract and simplified framework to analyze even a limited sphere
of economic activity. We shall elaborate on these concepts and discuss the
complexities that may occur in any actual situation in the context of the

description of the historical structural change in Iran that follows. The
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theoretical categories above are not definitely dichotomous, and no sharp
lines divide these two types of economic organization. As a pre-mercantile
economy is transformed into a market economy, the dominant institutions and
structure of the former are gradually replaced by those characterizing the
latter.37

At the beginning of the nineteenth century, Iran, especially in the

'rural areas, exhibited many of the dominant charécteristics of a pre-
mercantile economy. Of course, during the Safavid rule, the country had
enjoyed considerable amounts ofvinternal exchange and trade, but the political
and military events of the second half of the eighteenth century had left the
economy in é fragmented state. The salient features of the economic struc-
ture of the country may be summarized as follows. The population was largely
rural, and nomadic tribes constituted about one-half of the total. The degree
of gelf-sufficiency of the peasant and nomadic communities is suggested by
the small share of agricultural products in the export trade as compared to
their dominant role later in the nineteenth century. Iran exported raw and
manufactured silk, cotton cloth, spices, dyes, drugs, pearls, wheat, skins
aqd livestock. In return, it imported velvets, woolen and cotton cloth,
spices, dyes, metals, watches and clocks, brocades, lace and gold thread,
guns and gunpowder, glassware and mirrors.

Three aspects of the pattern of the foreign trade of Iran are noteworthy
as indications of the fragmented state of the economy. Firstly, even though
precise figures are not available, the volume of luxury articles for the
consumption of the wealthy seems to have been substantial; exchange was not

yvet undertaken to satisfy the needs of the general population. Secondly,
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such traditional items of long-distance trade as spices, dyes and drugs,
which usually are the first products exchanged among regions irrespective
of the degree of division of labour and development of markets within each
area, figured prominently in the external commerce of the country. Thirdly,
a sizable part of Iran's imports was ultimately for re-export to other
countries, primarily Afghanistan and the Ottoman Empire, which at this time
were its main trading partners. The location of the country on a trading
route, rather than its own internal economic structure, partly determined
the volume of its foreign dealings.

The low level of integration of the internal markets is also suggested
by the lack of an adequate monetary system. Though there was suppdsedly
a uniform metallic currency, minting was farmed out and decentralized;
during the reign of Fath'Ali Shah, for example, the silver Kran was minted
in thirty-one localities. Such a system obviously lent itself to abuse and
resulted in disparities between coins minted in different cities. A wide
variety of foreign coins circulated mostly in border cities and areas, but
such coins were probably not generally acceptable other than by merchants
connected with foreign commerce.38

Despite several attempts at reform, fiscal administration remained
basically unchanged until the constitutional revolution, providing further
evidence of the limited sphere of market exchange in Iran. The existence
of tax farming, the prevalence of taxes in kind, either in produée or in
provision of military service, and the widespread use of Tuyuls (the assign-
ments of the taxes of a particular village or area to individuals in return

for services rendered or simply as gifts bestowed upon favorites of the
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coﬁft)39 point to an economic structure divided into many independent units.
The inability of the central govermment to maintain a reasonably efficieht
bureaucracy or a regular army paid from its general revenue was the result of
its 1incapacity to concentrate and centralize revenue collection. A large
portion of the tax revenue of each province was used to defray local expendi-
ture. A relatively small part of what remained was actually remitted to the
capital and thus actually passed through the central treasury. Expenses in-
curred by the central government were often paid for by drafts (barats) on the
revenue of various provinces. Such government bills often sold at a large
discount_not only because of costs involved in collecting such claims but
also because of the uncertainty of their acceptance by provincial governors
who might have at times felt in a position to.defy the authority of the central
govermnent:.['0 Centrifugal forces stemming from the relative economic, admini-
strative and military independence of each region resisted atfempts at cen-
tralizing reforms; only the existence of factional rivalries in each region
enabled the government to assert some limited authority and to prevent even
further disint.egration.[‘1

The extremely complex land tenure system, closely related to the land
revenue administration, was also a distinct manifestation of the undeveloped
state of commercial relations and markefs. Compl