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Extended Abstract

Introduction

The period of Reza Shah Pahlavi’s rule (1925-1941) represents a
decisive turning point in the political and economic trajectory of
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modern Iran and marks the emergence of a new state-centered order
within the country’s political economy. This era developed in the
aftermath of political fragmentation, foreign intervention, and
institutional weakness inherited from the late Qajar period. Under
these circumstances, the consolidation of political authority and the
pursuit of rapid modernization were regarded as necessary conditions
for national independence and state survival.

During this period, the Iranian government attempted to transform the
country’s administrative, economic, and social structures through a
state-led modernization program influenced by Western models and
modernist ideas. These reforms were implemented through the
expansion of state institutions, infrastructural development, and
increasing government intervention in economic affairs. As a result,
the foundations of a centralized and authoritarian state gradually
emerged.

Understanding the interaction between modernization policies,
modernist intellectual currents, and the formation of an authoritarian
state is therefore essential for analyzing the political economy of Iran
during this period. Accordingly, this research seeks to examine the
political economy of the Reza Shah era and to explain how state-led
modernization policies influenced economic development, domestic
governance, and Iran’s foreign policy orientation.

Literature Review

Studies concerning Iran’s political economy during the early twentieth
century have primarily focused on modernization policies, state-
building processes, and the transformation of traditional social
structures. Many scholars emphasize the role of the authoritarian state
in implementing modernization programs and restructuring economic
institutions.

A number of historical studies have examined the administrative and
institutional reforms introduced during the Reza Shah period,

I1 'ON #® € '[0A & 70T uwmny
suondeadu] dnewordiq



Diplomatic Interactions

Autumn 2025 & Vol. 3 2 No. 11

299 The Political Economy of State-Building during ...

particularly the expansion of bureaucracy, the establishment of
modern legal institutions, and the centralization of political authority.
These studies highlight how modernization policies contributed to the
formation of a centralized political structure and a state-dominated
economic system.

Other research has focused on the intellectual foundations of
modernization in Iran, particularly the influence of modernism and
nationalist thought on the political elite. These studies argue that the
modernist worldview of political leaders played an important role in
shaping economic development strategies and the expansion of state
intervention in the economy.

Despite these contributions, relatively limited attention has been paid
to the relationship between the political economy of the Reza Shah era
and Iran’s foreign policy orientation. In particular, the interaction
between authoritarian state structures, modernization strategies, and
diplomatic behavior remains insufficiently explored. Therefore, this
study seeks to address this gap by examining how domestic political
economy influenced Iran’s diplomatic strategies and international
positioning.

Methodology

The present research adopts a historical-analytical approach. Data
collection is primarily based on library research and the examination
of historical documents, scholarly articles, and academic books related
to Iran’s political economy and modernization during the Reza Shah
period.

The theoretical framework of the study is based on the concepts of the
authoritarian state and top-down modernization. These concepts
provide analytical tools for understanding how modernization and
economic development policies were implemented through
centralized state authority rather than through participatory or socially
driven processes.
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Through qualitative analysis of institutional reforms, economic
policies, and diplomatic practices, the study examines the relationship
between political centralization, modernization strategies, and
economic governance in Iran during the early twentieth century.

Results

The findings of this research indicate that the political economy of the
Reza Shah era was shaped by a close relationship between political
centralization and modernization-oriented development policies.
Inspired by Western models of modernization and modernism, the
Iranian government expanded state institutions and strengthened
administrative structures in order to promote economic development.
The expansion of bureaucracy, the creation of modern legal and
administrative institutions, and increased state control over key
economic sectors led to the formation of a semi-modern economic
system characterized by strong state intervention and limited market
autonomy. Within this framework, the authoritarian state played a
central role in directing economic activities and implementing
modernization programs.

At the same time, traditional social forces such as tribal authorities
and religious institutions were gradually weakened or subordinated to
the central government. In the sphere of foreign policy, this political-
economic structure encouraged a pragmatic and strategic diplomatic
approach aimed at balancing relations among major powers while
seeking external resources to support national economic development.

Discussion

The experience of modernization in Iran during the Reza Shah period
demonstrates the complex interaction between state authority,
modernist ideology, and economic transformation. The state sought to
accelerate economic development by adopting centralized policies
and strengthening bureaucratic institutions. However, this process
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occurred in a context where civil society remained weak and social
participation in political and economic decision-making was limited.
As a result, modernization policies were implemented primarily
through top-down mechanisms controlled by the authoritarian state.
Although these policies contributed to infrastructural expansion and
institutional development, they also reinforced patterns of centralized
governance and state dominance over economic activities.
Furthermore, the political economy of this period significantly
influenced Iran’s diplomatic behavior. The government adopted a
pragmatic foreign policy aimed at balancing relations with major
powers while using international engagement as a means to advance
modernization and economic development goals. However, reliance
on external actors also exposed the country to international pressures
and geopolitical constraints.

Conclusion

The political economy of the Reza Shah period played a crucial role
in shaping the foundations of the modern Iranian state. Through
centralized governance and modernization policies inspired by
modernist ideas, the government established new administrative
institutions and promoted economic development.

However, the dominance of the authoritarian state and the limited
participation of social institutions created structural imbalances within
the development process. The absence of strong intermediary
institutions and civil society organizations restricted the prospects for
inclusive and sustainable economic development.

Consequently, the legacy of this period can be observed in the
enduring patterns of centralized governance, state intervention in
economic affairs, and security-oriented political structures in Iran.
The experience of top-down modernization during the Reza Shah era
therefore highlights the long-term implications of authoritarian
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development strategies for both domestic governance and the broader
political economy of modern Iran.

Keywords: Political Economy, Modernization, Modernism,
Authoritarian State, Economic Development
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