Economic History Studies of Iran, Institute for Humanities and Cultural Studies (IHCS)
Biannual Journal, Vol. 15, No. 1, Spring and Summer 2026, 187-210
https://www.doi.org/10.30465/ehs.2025.51477.2034

Establishment of Shahabad Sugar Factory:
Contexts, Goals, Consequences (1312-1320)

Motaleb Motalebi”

Abstract

Until the early years of Mozaffar al-Din Shah’s reign, all sugar consumed in Iran
was imported. Initial attempts to establish domestic_sugar production during this
period failed, and sugar manufacturing remained inactive for more than three
decades. With the rise of Reza Shah and the revival of the Kahrizak Sugar Factory in
1931, sugar production in Iran resumed after a 35-year hiatus. Subsequently, the
Skoda Company was contracted to construct six sugar factories across the country,
one of which was the Shahabad Sugar Factory, despite the region’s lack of industrial
background and prior experience in sugar beet cultivation.

Using a descriptive—analytical. approach and relying on unpublished archival
documents-and contemporary press sources from the Reza Shah period, this study
examines the backgrounds, objectives, and consequences of establishing the Shahabad
Sugar Factory. The findings indicate that after the relative consolidation of royal
estates in western Iran, state policies shifted from quantitative expansion and land
acquisitiontoward commercialization through mechanization and changes in cropping
patterns. The establishment of the Shahabad Sugar Factory at the center of the western
royal estates formed part of this strategy. The study demonstrates that this initiative led
to significant economic and social outcomes, including the commercialization of
agriculture, transformation of cropping patterns, and development of transportation
and communication networks in the Kermanshah region.
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Introduction

In the late Qajar period, sugar was among Iran’s most important imported
commodities. Until the beginning of Mozaffar al-Din Shah’s reign, the entirety of
domestic sugar consumption depended on foreign imports. As part of early efforts to
reduce economic dependence and encourage domestic industry, the first Iranian
sugar factory was established in Kahrizak in 1896 (1314 "AH). with Belgian
participation. However, due to inadequate transportation infrastructure, low
productivity, and foreign interference, the factory ceased operations after.only three
years and remained inactive until 1929 (1308 SH).

With the rise of Reza Shah and'the implementation of state-led industrialization
policies, the revival of the sugar industry gained momentum. The reopening of the
Kahrizak Sugar Factory in 1931 marked the resumption-of sugar production after a
prolonged interruption. Shortly thereafter, the Skoda Company constructed new
sugar factories in Karaj and Varamin, significantly reducing Iran’s dependence on
sugar imports. Encouraged by these results, the government decided to expand sugar
production by establishing additional factories in different regions, including
Shahabadin Kermanshahan.

Materials and Methods

This research adopts a descriptive—analytical methodology. Its primary sources
consist of unpublished archival documents related to the Royal Estates
Administration, governmental reports, and contemporary newspapers and journals
from the Reza Shah period. These materials are complemented by secondary sources
on Iran’s economic and industrial history. Through critical analysis of these
documents, the study investigates the political, economic, and agricultural contexts
that led to the establishment of the Shahabad Sugar Factory and evaluates its
intended and unintended consequences.

Discussion and Results

The results indicate that following the consolidation of Reza Shah’s private estates
in western Iran, state policy shifted away from quantitative expansion and land
acquisition toward qualitative development. This new phase emphasized
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commercialization, mechanization, and changes in cropping patterns. Within this
framework, sugar beet cultivation emerged as a strategic priority for the Royal
Estates Administration.

The selection of Shahabad as the site for a sugar factory was closely linked to its
location at the center of the western royal estates. By allocating royal lands to sugar
beet cultivation, the state aimed both to increase the profitability of these estates and to
secure a stable supply of raw materials for the factory. Despite the region’s lack of
prior industrial experience, the establishment of the factory generated significant
transformations. These included the commercialization of agriculture, the replacement
of traditional crops with sugar beet, and the expansion of. transportation and
communication infrastructures in Kermanshahan. The factory.thus functioned not only
as an industrial unit but also as a catalyst for broader socio-economic change.

Conclusion

The establishment of the Shahabad Sugar Factory was not an isolated industrial
project but part of a broader strategy connected to Reza Shah’s royal estates policy.
After the completion' of estate consolidation, the state pursued qualitative
development through commercialization ‘and agricultural restructuring. The
Shahabad Sugar Factory played a central role in this process by reshaping regional
agriculture, improving infrastructure, and integrating western Iran more closely into
the national industrial .econemy. The study highlights the importance of linking
industrial initiatives to land and agricultural policies in understanding Iran’s early
industrialization under Reza Shah.
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