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Abstract

Despite more than six decades of national development planning, Iran suffers from different economic
shortcomings. Accordingly, this study aims to investigate the underlying reasons for setbacks and
shortcomings in the national development planning in Iran. Studies devoted to analyzing the idea of
development planning and economic setbacks in Iran can be categorized into two groups: the first group
consists of studies that use tools of mainstream economics to understand causal relationships between
variables while the second group involves scholarships that try to understand the role of country’s
historical, social and political dynamics in the economic outcomes. This study adopts the historical
sociology approach, to analyze the ideas put forth by the second group of scholars who have taken special
dynamics of Iranian society into account. To this end, | examined the evolution of ideas developed by the
second group of scholars. Moreover, | exploited statistics published by the Central Bank of Iran and
Statistical Center of Iran to investigate the degree to which the ideas of the second group can explain the
outcomes and shortcomings of the development plans implemented in Iran. The results of the study show
that they diagnosed a lack of pragmatism, oil rents, and weak institutional conditions as the reasons for
failure in development planning in Iran. These intertwined variables are constituent forces and outcomes
of an economic ecosystem that have resisted long-term planning rationales. The study concludes that any
social development that enhances inclusiveness in society through giving voice to outsiders along with
improvement in the rules of the democratic game can promote social welfare as the most important target
of a multidimensional development plan.
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Oz

Iran’da altmis yillik ulusal kalkinma planlamas: geleneginin varligina karsin, iilke cesitli ekonomik
sorunlarla karsi karsiwyadr. Bu arastrmanin temel amact Iran’in kalkinma izlencelerinde gozlemlenen
yetersizlikler ve basarisizliklarin temelinde yatan nedenleri incelmektir. Bu amagla, aragtirmada tarihsel
sosyoloji - yaklagimi  kullamlarak, Iran’da ulusal kalkinma planlamas: diisiincesi ve uygulamast
irdelenmistir. Incelemede Iran Merkez Bankas: ve Iran Istatistik Merkezi’nin verilerinden yola ¢ikarak
kalkinma projelerinin basarisiziigimin altinda yatan temel nedenler tartisimistir. Iran’da kalkinma
planlamasi diistincesi ve sonuglarmmi ele alan aragtirmalart iki gruba aywabiliriz. Birinci gruptaki

arastirmalar ana-akim iktisadin modellerini temel alarak “evrensel” modelleri Iran verileriyle sinamistir.
Opysa, ikinci grup incelemeler evrensel modeller yerine iilkeye ozel kosullar, olumsalliklar ve toplumsal
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devinimleri goz éniinde bulundurarak kalinma izlencelerinin sonuglarini agiklamaya ¢alignuigtir. Bu
dogrultuda, yazar Iran’da kallinma planlamasi diisiincesi ve uygulamasinin iilkenin tarihsel, toplumsal ve
siyasal dinamizmlerinin yanswra kiiresel egilimlerden etkilendigini ileri siirmektedir. Boylece, petrol
gelirlerinden beslenen bir ¢esit ideolojik pragmatizmin demokratik kurumlarin olusumunu engelleyerek
kalkinma planlamalarindaki eksikliklere yol actigi saptanmistir. Iran’in ekonomik ekosisteminin kurucu
giicleri ve sonuglart olan s6z konusu i¢-ice oriilmiis degiskenler uzun-donem planlama rasyonalitesine
karst direnmigstir. Arastirmanin sonuglarina gore, toplumda kapsayiciligi artiran toplumsal ilerlemeler,
otekilesmis kesimlere olanak sunarak demokratik oyunun kurallarinda gelismeye yol agip ¢ok-yonlii
kalkinmanin en énemli amaci olan toplumsal refaha katkida bulunabilir.

Anahtar Sozciikler: Kalkinma Planlamasi, Izlek Bagimhiligi, Petrol Gelirleri, Pragmatizm, Kurumlar,
Iran.

1. Introduction

Following the humiliating consequences of the Russo-Qajar wars (1804-26), Abbas Mirza, a
Qajar crown prince and war commander, attempted to modernize the state’s army, city
fortifications, and financial system. The lack of trained human resources led him to send the first
students to Britain to learn modern sciences (Cronin, 2008: 204-211). The course of reforms in
the state, driven by external shocks, ended in the constitutional revolution in 1906, which attests
to the penetration of modern ideas among the newly formed urban intellectual, bazaar and cleric
circles during the Late Qajar (Abrahamian, 1979: 391-407). Hence, the journey that started to
empower the army and financial system to retaliate against Russian occupation evolved into a
social movement in less than a century. The first hopes flourished as a result of the establishment
of a constitutional monarchy turned into frustration when Majlis was attacked by the Russian
Cossack Brigade and consequently dissolved (Rabi and Ter-Oganov, 2009: 446-448). The exiled
politicians and students scattered in different parts of the world tried to understand the reasons for
‘backwardness’ in Iran. Deeply affected by Aryanist and modernist ideas, a group of these
activists declared their support for a “young despot’ who could rejuvenate the ‘old obsolescent’
Qajar Iran’s state, society and culture (Rahbar, 2007: 48-63; Fazeli and Gharegol, 2012: 25-34).
These late Qajar and early Pahlavi modernist nationalists blamed the ‘corrupted present’ in order
to project society into an ideal modern future. Idealizing the pre-Islamic past and modern Western
civilization, they strived to reform the ethics, culture, and polity of Qajar Iran according to their
hybrid archaist-futurist agendas (Fazeli and Gharegol, 2012: 14-24). These modernist nationalists,
as the supporters of the “authoritarian modernization”, played their role in the rise of Reza Shah
to power, and served as the ideologues and key politicians of the Pahlavi regime. Therefore,
renovation of the Iranian economy during Reza Shah’s reign must be seen as a part of the broader
efforts to build a new Iranian nation-state in the 20th century (Rahbar, 2007: 50-54).

Iran’s first national development plan started in 1949 and, except for halting during the decade
after the 1979 Islamic Revolution, 11 different plans have been implemented. Four decades after
the 1979 Islamic revolution, and with more than six decades experience in official economic
planning, Iran has a young educated population and has recorded progress in health, education,
transportation, and military infrastructures; however, it suffers from negative growth rates, high
unemployment, chronic two-digit inflation rates, severe devaluation in its currency,
environmental disasters, low democratic standards and harsh sanctions imposed by the US.
Adopting the methods used in the historical sociology this study aims to investigate the underlying
reasons for setbacks and shortcomings in the national development planning in Iran. The
progresses and setbacks in national development planning in Iran have been the topic of studies
that can be categorized into two general groups. The first group includes the majority of studies
done by economists to understand the relationship between various macroeconomic variables and
find the optimal quantitative sizes of different policies for the Iranian case. The second group,
including but not limited to economists, tried to develop theoretical frameworks that take
historical sociology and the peculiar economic features of Iran into account. While the first
approach is loyal to mainstream economics and only uses domestic data or adds new variables to
check the results of ‘universally’ accepted models for the Iranian case, the second approach has
attempted to provide new perspectives through considering the initial conditions of the Iranian
economy, its unique sociopolitical and socioeconomic structure, the effect of contingencies, the
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role of social and political procedures in path formation and their relevance to the global
examples. Exploiting methods used by the second groups this study attempted to examine the
underlying reasons for the shortcomings in the development planning ideas and practices in Iran.
To this end, the historical sociology approach was adopted because on the one hand past decisions
which caused changes in the initial conditions affected the scope and success of national planning,
while on the other hand the ideas contributed to the reconstruction of planning narratives emerged
in dialogue with the progress in planning, ideological trends, realities like oil revenues and
contingencies like sanctions, war, and revolution.

Ideology vs. Pragmatism

Ideological priorities and lack of pragmatism are among factors taken as being responsible for the
frustrating results of the economic planning in post-revolutionary Iran. Ayatollah Khomeini, the
founding leader of the Islamic Republic of Iran, invited Islamic scholars to substitute “false
economic system of the Islamic World” with the “Islamic economy” while his followers
attempted to provide new conceptualizations based on Islamic rules and spirituality along with
the eradication of economic dependency on the foreign countries and ‘westoxication’
(Mirsendesi, 1995; Karimi, 2001, Mousai, 2008). While the ideological orientations of post-
revolutionary Iran are well-debated, the ethnic-based policies of the Pahlavi monarchs, their
nation-building projects and new definitions of Iranianness have been largely ignored. Archaism
in the form of the reconstruction of the pre-Islamic ‘glorious Iranian history’, futurism in the form
of the representation of the ideal modern Iran in continuum with her ‘immortal majestic’ past and
blaming the present as the corrupt and inferior reality formed three pillars of the nationalist
ideology of the Pahlavi monarchy (Vaziri, 1993; Katouzian, 1995; Marashi, 2008; Zia-Ebrahimi,
2011; Ansari, 2012; Rahbar, 2007). Top-down modernization combined with the nationalistic
ambitions drove Reza Shah to implement a list of public projects assumed immediate and urgent
to reform the army, transportation, education, and judiciary systems so as to provide center’s rule
over the periphery (Ghods, 1991: 220-228; Pesaran, 1997). Ironically, Pahlavi and Islamic
ideologies bear remarkable similarities in the sense that both blamed former dynasties for the so-
called ‘corrupt present’, both have their own narratives of the ‘majestic ancient Iranian
civilization” with an exception that the Pahlavi regime put more weight on the pre-Islamic era
whereas the Islamic Republic of Iran emphasizes Islamic history.

The rivalry between pragmatism and ideology also shaped the rationale and methods of national
development planning in Iran. Despite lack of a methodological background (Daftary, 1973: 176),
projects implemented during the reign of Reza Shah were partially in line with some propositions
of modernization theory, which assumes modern states to be more powerful than traditional ones,
considers tradition as the most important obstacle against the establishment of a modern nation-
state, and supports urbanization (Tipps, 1973: 206-216; Reyes, 2001: 110-112). Similar
ideological tendencies and methodological shortcomings continued during Mohammad Reza
Shah's reign (1941-1979) as his first two development plans (1949-1962) were only a list of urgent
projects (Arabmazar and Nourmohammadi, 2016: 23). The Third and Fourth Development Plans
(1962-1972) should be considered as the first steps in designing a comprehensive development
plan in Iran, because in spite of prioritizing ideological goals, the planners considered the setbacks
of the former two plans, spotted the coordination problems among different government agencies
and took the resources of all of the economy into account. Adoption of trial-error, successive
approximation and Tinbergen stage methods in the first four development plans shows that lack
of adequate statistics to apply more sophisticated planning methods, as well as ideological
tendencies, restricted the scope of planning (Daftary, 1973: 181-196). These shortcomings got
planners to cooperate with foreign advisors like Harvard Advisory Group, whose members came
to the result that economic planning in Iran is futile due to poor institutional and social capacities
(Ahmadian, 2004: 142). Oil revenues, as another reality of the Iranian economy, formed the
backbone of the Fifth Development Plan (1973-78), leveraged ambitious nationalistic desires and
brought about many more interventions in the economy (Walton, 1980: 284). Accordingly,
adopted methods were in line with the Pahlavi regime’s ideological interests which caused state-
induced changes in the initial conditions and path dependency over the passage of time.
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The Pahlavi’s time policy did not limit itself to the reconstruction of the images of the past and
present Iran, but they tried to present their ideal future models partially based on the pre-Islamic
Iran. Since their ideal societies could not accord with the realities of Iran to a great extent, they
launched their own projects to create it. Tehran and some other large cities were in the heart of
this project which led to a huge migration from rural areas to the main cities. State-led vast
interventionist policies intended to make a country with modern prosperous cities and an
ethnically homogeneous secular identity imposed significant economic and social costs on
society. In order to establish a centralized system (Salehi-Isfahani and Pesaran, 2009: 183) in the
first step Reza Shah harshly oppressed some nomadic groups and forced them to choose a
sedentary lifestyle. His Persian Aryanist policy convinced him to passively take the Nazi's side
during WWII which resulted in his exile in 1941 following the British and the USSR’s occupation
of Iran (Zirinsky, 1992: 640). His ethnic policies also set the ground for uprisings in the regions
with the Turk and Kurd ethnic minorities in the 1940s. Mohammad Reza Shah’s reign started
with the military responses to these secessionist insurgencies (Hasanli, 2006). He supported the
Iragi Kurdish rebellions in the 1960s and 1970s which were settled by the Algiers Agreement in
1975. This agreement, along with the ideological ambitions of the Islamic Republic of Iran and
the Baath Party in Iraq, triggered the eight-year war between the two countries in 1980 (Adib-
Moghaddam, 2007: 67-68). These events reveal the social costs of the Pahlavi’s ideological
policies, whereas the 1979 revolution and the Iran-Irag war show that the course of events can
evolve into hardly predictable stages.

Promoting a young generation of inexperienced revolutionary politicians to positions of
administrative status, the Islamic revolution resulted in a dramatic shift in policy-making criteria.
Consequently, the secular nationalistic ambitions and protectionist policies of the Pahlavi regime
evolved into an extensive nationalization in the economy including of the banking system and
industrial sector, whereas the most important goal was the establishment of an Islamic economy
and a pious society (Valibeigi,1993). Therefore, new revolutionary administrators attempted to
establish a domestic Irani-Islamic version of an economy according to Islamic doctrines
(Samadian, 2014: 124-125). Passion for the establishment of an Islamic emancipating economic
model did not go farther than the manipulation of the bank interest rates, seizure of the assets of
the Pahlavi-related institutions and bans on commodities like alcohol. Failure to develop an
Islamic economic system in the first decade of the revolution led to the implementation of
interventionist policies that were contingent on circumstances, instead of the desired
comprehensive method (Azimi, 1993: 57). Consequently, Iran did not implement any
development plan during 1979-1989, while the Iran-1rag war (1980-88) with ensuing embargoes,
made politicians prioritize war issues, import-substitution plans and rationing of essential goods
(Salehi-Isfahani, 2005: 4).

By the end of the war and the later death of Ayatollah Khomeini (1989), Iran started a course of
Five-Year Economic, Social and Cultural Development Plans (FESCDP). Rafsanjani’s
government (1989-1997) aimed to restore the economy after the destruction of the eight-year war
via the implementation of the First and Second FESCDPs (1989-1999) focusing on deregulation,
privatization, and integration into the global economy; policies that ushered in an inverse trend in
the economic policies of Post-Revolutionary Iran (Naini, 2005: 92; Arabmazar and
Nourmohammadi, 2016: 31-34). Having been affected by global trends of neoliberalism,
globalization, and the collapse of the Soviets, the Iranian version of development models adopted
by Rafsanjani evolved into another hybrid model in the Khatami era (1997-2005) with much more
emphasis on individual utilitarianism, freedom (Mardiha, 2018: 111-112), and integration with
the world economy in the presence of parastatal bonyad’s economic activities. Contrary to
predictions, Khatami, who was supported by leftist-1slamists, preferred to implement the Second,
Third and Fourth FESCDPs in line with policies suggested by the IMF, World Bank and World
Trade Organization (Salehi-Isfahani, 2005: 5).

Some scholars believe that during the Rafsanjani and Khatami governments pragmatic rationality
returned to the Iranian economy and policy (Alamdari, 2005: 1285; Alizadeh, 2013: 79-81);
however, some other critiques assert that what was called pragmatism in this period was actually
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the penetration of ‘universal’ modern ideologies that leveraged Neoclassical and Neoliberal
development ideas (Hajihosseini and Aram, 2014: 2-3; Yousefinejad and Ezzati, 2016: 123).
Katouzian (2005) remarks that contrary to the development of classical political economies in
Europe, existing models of the economic and social analyses in Iran have not evolved in a
dynamic condition. Accordingly, solutions that claim universality, like Neoclassical and Marxist
development models, have minimum relevance to the realities of the Iranian economy, while their
results cannot contribute to social and economic problem-solving in Iran. He concludes that the
attribution of ‘universality’ to the models developed to deal with the economic problems of the
Western countries, rather than the lack of theoretical tools and methods, has been the main barrier
to the economic planning in third world countries (Katouzian, 2005: 150-157).

The assumed pragmatic period in the 1990s and the first half of the 2000s was reversed by
Ahmadinejad’s first term presidency as a result of a revival of the ideals of the 1979 Islamic
revolution. Promises on taking “the oil money to the people's dinner table” (Salehi-1sfahani, 2009:
6), when coupled with a boom in the oil incomes, fostered a course of petro-populism in his first
term (Alizadeh, 2013: 78). Ahmadinejad’s second term witnessed a rise in state-led Islamic-
nationalistic propaganda and devastating comprehensive sanctions. Although Ahmadinejad and
his circle clearly rejected to implement the Fourth FESCDP (Amuzegar, 2010: 122), blaming it
for being in line with the IMF’s policies. However, having faced budget deficits intensified by
nuclear sanctions, he lifted subsidies and distributed oils incomes as direct cash assistance after
2010, the policy that ironically was in line with IMF policy suggestions (IMF, 2013).

Embargo-induced economic hardships leveraged President Rouhani’s agenda in the 2013
presidential election, including promises about the return to pre-Ahmadinejad economic models.
His government’s early years coincided with the second half of the Fifth FESCDP (2010-2015)
but he gave priority to the resolution of the nuclear dispute and inflation targeting. Rouhani’s
accomplishment in reaching a deal with the five Western countries and Russia, along with the
control of high inflation rates, was considered as a new era in the pragmatic policy, but President
Trump’s decision in withdrawing from the deal reversed all accomplishments. The Islamic
Republic of Iran responded to these sanctions by implementing new policies in line with the
‘resistance economy’ model which brought about more methodological confusion and broader
interventions in the economy (Ghasimi, 2012; 180). So-called resistance economy, based on the
import-substitution methods and efforts like smuggling to circumvent sanctions, put an end to the
pro-market targets of the Rouhani government, making liberal figures of his government resign
in 2018 (Salehi-Isfahani, 2018). These fluctuations between ideological priorities and pragmatism
have led to the repetition of vicious cycles and deadlocks in Iranian policy, which affected
development plans.

If one considers that politicians always make policy to maximize social welfare, the ideological
policies of the Pahlavi or the Islamic Republic of Iran may seem irrational; however, the same
argument would not necessarily be valid if we consider the effect of these policies on the interests
of the insiders in each regime. The irrationality problem arises when scholars consider that leaders
decide on behalf of all segments of society to maximize their utility and protect the ‘national
interest’. However, leaders may not seem irrational if we assume that they are self-interested
agents who try to maximize a skewed social welfare function based on factional interest putting
more weight on the insiders’ concerns (Congleton et al, 2011: 8-9). Therefore, in examining the
ideological-pragmatic duality in policy-making, three aspects should be considered: whose utility
we are talking about; which factors affect their utility function; and finally, which restrictions
they were subjected to while making policy? Iranian scholars who investigate the effect of risky
or ineffective policies on social welfare overlook the fact that these policies helped regime
insiders to consolidate their superior position for decades, either in the Pahlavi or the Islamic
Republic of Iran. They also neglect the fact that politicians’ utility function could not be narrowed
down to purely economic interests; rather, their egocentric ambitions alongside the insider’s
shared factional values also would be in play while making a decision. Furthermore, the nature of
the restrictions may change according to the nature of the utility function. For example, nation-
building targets in the Pahlavi era ended in the marginalization of non-Persian ethnic identities
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that were considered to be a restriction of national interests (Katouzian, 1995: 15-20) whereas the
Islamist politicians did the same with the Pahlavi’s official monarchist secular discourse and with
the Sunni Muslim religious minority. Apart from the mental aspects of the utility functions and
the reconstructed nature of the restrictions, cognitive lock-ins, lack of information and costs of
path-breaking determine whether a policy is rational or not. Customary methods or lack of
required information may cause self-interested politicians to make irrational decisions that
damage their factional utility. Mistakes in estimating the cost of path-breaking, like Mohammad
Reza Shah’s attitude toward the costs of the top-down social and religious reforms, can also inflict
damage on the factional utility function of the insiders. As a result, the existence of a ‘factional
pragmatism’ implies that lack of inclusiveness instead of pragmatism has been the most important
obstacle against policies that could contribute to the realization of optimal social welfare. Changes
in the conditions that give voice to outsiders in a constructive way can enable them to affect
decision-making procedures in favor of a larger part of society.

Finally, messianic claims of both the Pahlavi and the Islamic Republic of Iran which have resulted
in huge social costs, have roots in their ideology and factional pragmatism. For instance,
Mohammad Reza Shah, who would like to found a “great civilization” (Walton, 1980: 284), in
an interview with Fallaci, the Italian journalist, claimed that his visions were inspired by God
(Zonis, 1991: 150), whereas Ahmadinejad maintained that the Islamic Republic of Iran as the
most glorious country in the world is not only to save the Islamic World but also wants to rescue
all of humanity. Ahmadinejad also called Iran the harbinger of a global revolution that should
carry out its universal mission, and claimed that Iran is the sole country with a capacity to
introduce a new economic model based on justice and human values to provide a solution for the
world’s economic crisis (Amuzegar, 2010, 122-125). This ideological messianic stance enabled
them to legitimize their rule either as the natural successors of the ‘glorious monarchies’ or as
leaders of the Ummah, but society as a whole paid for it.

Oil as a Curse or as a Blessing

Considering oil resources as a blessing for the Iranian economy on the one hand and blaming it
as a scapegoat for the economic problems on the other hand dates back to the 1970s. The
tremendous and easily accessible oil windfalls have been a tempting reality which has been
coupled with economic inefficiency as another reality of the oil-rich countries in the region (Sachs
and Warner, 2001: 827-838). This dilemma raised questions about the existence of any causal
relation between the oil incomes and low economic performances in Iran. ‘Resource Course
Theory’, mainly formed around ‘Dutch Disease Theory’ (DDT) and ‘Rent-Seeking Theory’
(RST), was the first immediate conceptual tools to address this dilemma. Dutch disease is
associated with a boom in a sector (e.g. the oil industry) which causes adverse effects on the other
sectors of the economy. This phenomenon may lead to the “direct deindustrialization” which
stems from a shift in the production and employment from lagging sectors toward the boomed
sector (Corden, 1984). Moreover, the huge revenues from the boomed sector can result in an
increase in the demand for labor and inflation in the un-tradable sectors like services at the
expense of the lagged sectors which called “indirect deindustrialization” (Corden and Neary,
1984). Government intervention in the economy or considerable incomes from natural resources
also can trigger rivalry among different groups in the economy leading to the misallocation of
resources, an increase in the income gap and waste of resources in the unproductive rent-seeking
efforts (Tullock, 1967; Krueger, “974). Foreign currency earned from the country’s oil and oil-
related products accounted for more than 80% of the Iranian foreign exchange inflow, more than
30% of the GDP and about 60% of the government budget on average since the First Development
Plan was implemented in 1949 (Farzanegan, 2014: 248). While the adverse impact of an increase
in oil exports on the non-oil export admits the existence of the crowding-out effect in the Iranian
economy (Karamelikli et al, 2017: 540), other macroeconomic consequences are partially at odds
with the predictions of DDT. An increase in the oil revenues depreciates domestic currency
(Samadi et al, 2009: 24), gives impetus to the service and industry sectors (Mehrara, 2015: 55-
56; Naderi and Zobeyri, 2016: 125), increases imports ((Mehrara, 2015: 24), adversely affects the
agricultural sector (Bakhshi et al, 2016: 101), contributes to the government budget (Mohammadi
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and Baratzadeh, 2013: 142-143) and promotes private investment (Gaskari and Eghbali, 2006:
61; Soleymannejhad et al, 2019: 149) in Iran. Therefore, contrary to the predictions of DDT,
increases in the oil revenues not only have not crowded out private investment and production but
improved it due to an increase in loans and capital commodity imports. Putting it in a nutshell,
appreciation in the exchange rate along with the decrease in non-oil export and agricultural added
value are in line with DDT’s predictions; however, an increase in the private sector’s production
and improvement in the service sector, which hints at an increase in domestic demand, challenge
it. Hence, pieces of evidence show that predictions of DDT are not completely compatible with
the realities of the Iranian economy, which attests to the existence of a typical dynamism and
logic in the economy.

Despite the partial capability of DDT, as a market-based theory, in explanation of the oil curse in
the Iranian economy, RST, a theoretical tool based on political economy explanations (Deacon
and Rode: 2015: 233), has been more attractive for Iranian scholars. Although RST primarily was
put forth to explain the role of the monopoly and protectionist policies on the welfare loss
(Tullock, 1967; Krueger, 1974, Posner, 1975). Iranian scholars adopted the main concept to
elaborate on the adverse relationship between the high oil revenues and the relatively low
economic performance in Iran.”For instance, Mahdavi, an Iranian scholar, who coined the term
“rentier state” shows that regular external rents provided by foreigners have a negligible effect on
economic growth. He maintains that resources like oil revenues enable governments to finance
public projects without a serious need to promote taxes, which in turn consolidate the
government’s power as an independent and significant player in the economy (Mahdavi, 1970:
432). Most of the rentier states are involved in the distribution or utilization of these rents, while
they rarely contribute to the generation of rent wealth (Beblawi, 1987: 385).

The highly factionalized structure of the Iranian political system promotes endemic rivalries over
the oil resources (Karshenas, 2005: 78-80). The rent literature argues that this feature provides an
advantage for politically well-connected insiders, but also can trigger intensified rent-seeking in-
fighting among different insider factions. Nevertheless, most of the studies equating income per
capita to the social welfare level overlook estimating the effect of the oil rents on the other
contributing factors of social welfare, such as income distribution among different segments of
society. The relationship between oil rents and the welfare of the urban and rural populations
provides valuable insights. When the Pahlavi regime was founded in 1925, Iran had an agrarian
economy (Salehi-Isfahani and Pesaran, 2009: 177) based on land rents (Amuzegar, 1992: 414).
The statistics of the first general census in 1956 show that 32% of the country’s population used
to live in the urban areas, but on the eve of the Islamic revolution in 1979 and later in 2016 this
ratio amounted to 50% and 75% of the country’s population respectively. These rapid changes in
the population were a result of the modernization project fueled by the huge increases in the oil
incomes and industrial and service parastatals. These dramatic changes in the lifestyle of the
traditional part of the society in a short interval caused political unrest, one example of which
contributed to a revolution in 1979 (Kamali, 1997). For example, while in 1959 agriculture’s
added value accounted for 38% of the GDP, oil and service’s added values formed 12% and 41%
of the GDP respectively; these values in 1976-77, the eve of violent uprising, amounted to 10%,
39%, and 38% of the GDP for the agricultural, oil, and service sectors respectively. The ratio of
oil’s added value to all other sector’s added value was 18% in 1960, reached 30% in 1970, surged
to 100% in 1974 and dropped to 30% again in 1978. In other words, the oil revenues accounted
for roughly one-third of the GDP in the decade ending with the 1979 revolution, with a dramatic
increase from 1970 to 1974, which during the peak oil revenues composed half of the GDP and
then experienced a free-fall in the following five years. Due to its weight in the value of total
exports - which stem from its feature as a foreign currency as well as its quantity- oil incomes
significantly affected the economy even prior to the 1960s and during the Reza Shah era. The
quality and quantity of the oil revenues in the 1970s went beyond the pure crowding out effect
for five reasons. Firstly, these revenues witnessed harsh fluctuations causing instability in the
economy. Mohaddes and Pesaran (2013), reviewing one hundred years of oil incomes in the
economy of Iran, depict that oil incomes give impetus to economic growth; thereby, oil resource
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is not a curse per se, rather poor institutional conditions and high volatility in oil incomes have
been the main source of welfare losses. High inflation rates, fluctuation in oil incomes due to the
changes in either oil export or the oil prices, along with the instability in the exchange rate, have
led to poor economic performance in Iran (Samadi et al, 2009; Menshadi and Pourrahim, 2013).
Secondly, while half of the population used to live in rural areas in the 1970s, urban-based
development plans skewed distribution patterns in favor of the urban population (Vakil, 1997:
724-725) by channelizing these resources to the state-led industrialization, private and service
sectors (Salehi-Isfahani and Pesaran, 2009: 189). Thirdly, it caused a huge surge in the regime’s
incomes compared to the rest of the economy, paving the way for ideological ambitions and rent-
seeking. Fourthly, the ever-deepening dependency on the oil paves the way for the emergence of
a new economic environment, lifestyles, interest groups, and social arrangements that resist
economic reforms. For instance, high energy intensity in industry, communication, housing, and
even agriculture entails any reform to be accompanied by other compensating costly subsidies. In
a normal situation, the Iranian economy would lose its competition ability without low energy
prices while energy reforms entail changes in whole economy and citizen’s lifestyles. Fifthly, the
easily seizable nature of the oil revenues as a ‘point resource’ changed governments’ nature to
that of a patriarchal distributor of the resources and runner of the economic activities (Auty, 2001,
Bulte, 2005). These four characteristics not only changed the quality of economic activities but
were also accompanied by crucial changes in society, culture, and polity. To understand the
development path of Iran, comparison with the US and European cases can be useful. As
Abramovitz (1986) depicts, the US benefited from significant land and mineral rents in the 19th
and 20th centuries, facilitating its ‘catch-up’ and ‘leave-behind’ procedures with the European
economies. Contrary to the oil point resources, ‘diffuse resources’ like land and mineral rents are
costly for governments to control (Auty, 2001). As a result, different parts of society including
the public sector, capitalists, landlords, farmers, along with land and mine workers, take their
share from land rents according to their power. This circulation of rents and profits continues as
a result of the trickle-down and trickle-up procedures affecting different parts of the economy,
including industrial and service sectors. On the other hand, oil point resources can easily be
controlled and monopolized by the government, while the huge difference between its market
price and production cost makes it highly profitable compared to the other commodities, although
its drilling creates negligible employment opportunities (Katouzian, 2005: 164). As a result, oil
incomes trickle up to the treasury during added value creation, whereas the trickle-down effect
depends on the decisions of government and power balance between rent-seekers, who control
political power, and outsiders. Such a significant source with peculiar quantitative and qualitative
features caused changes in Iranian society which were different from development experiences in
the West. In Europe, when the new forms of the industrial production emerged during the 17th-
19th centuries, the religion’s political power had already been restricted and society’s wealth was
mostly in the hands of the feudal structures and states (Moore, 2003; Harley, 2014); however, on
the eve of the state-led modernization in Iran in the 1920s, clerics had a considerable effect on the
policy through close relationships with the traditional bazaar, landlords, subjects, state and even
constitutionalists of the late Qajar era (Abrahamian, 1982; Keddie, 1983). When the oil factor
turned out to be significant, the Pahlavi Shahs could marginalize religious societies via secular
reforms, landholders by land reforms in 1962, bazaar through the formation of a new service
sector, and the majority of the population including peasants and ethnic minorities via urban-
based nationalistic reforms (Walton, 1980). The Pahlavi regime could not control the pace and
direction of the changes, whereas the marginalized Shia clerics and newly emerged educated
activists mobilized mostly migrant atomized populations in the main cities to topple down the
Pahlavi regime (Keddie, 1983: 595). Consequently, different sources of power including, religion,
oil and non-oil economy, bureaucracy, judiciary, legislation, traditional hierarchy, media and
military were concentrated in the hands of the Islamic Republic of Iran.

Rent-seeking, either as a consequence of oil windfalls or poor institutional conditions, caused
different dilemmas in the Iranian economy intensifying lock-in problems. The banking dilemma
is one of them and has plagued the banking system. The phenomenon emerged when the Islamic
Republic of Iran attempted to establish an Islamic banking system without an interest rate.

1244



Alizadeh, N., 55(2), 2020, 1237-1257

Although such a goal has never been realized, pressure on the banks to decrease the interest rates
of loans and deposits in the presence of long-run two-digit inflation rates channelized liquidity to
the other markets. To attract this liquidity, which was vital for the banking system and inflation
control in the other markets, deposit rates increased to the extent that banks could not get profit
from loans. Tens of years of lack of profitability without any significant bankruptcy report
illustrates that governments have channelized public resources to the banking system to offset
their losses (Karamelikli and Alizadeh, 2017). These rents pave the way for the proliferation of
parastatal banks and funding institutions, which in turn sets the ground for the formation of new
interest groups (Harris, 2013; Mazarei, 2019: 9-10). The economic ecosystem, including
economic relations and interest groups formed around these bank rents, has resisted reforms that
aim to put the banking system on a path to competitiveness (Karamelikli and Alizadeh, 2017: 54-
56). A similar procedure caused a dilemma in the foreign currency market, due to the allocation
of subsidized official foreign currencies for some commaodities and groups, for decades after the
revolution. For instance, the market exchange rate was 20 times greater than the subsidized
official exchange rate in some years of the 1990s. Well-connected groups that have access to these
rents took advantage of this to import goods, which adversely affected domestic production
(Pesaran, 1992: 115-119; Kamalian et al, 2009: 3), while there are reports that show significant
parts of these currency resources were illegally sold in the domestic market (Donyaye-Eghtesad,
2018). This policy caused deepened path dependency because the unification of exchange rates
strictly exacerbates the inflation rate by inducing a huge increase in the prices of the imported
basic and capital commodities on the one hand, and on the other hand the privileged insiders
would resist any policy which put their rent sources at stake (Valadkhani, 2001: 8; Yal¢intas and
Alizadeh, 2020). As a result, rent-seeking leads to welfare loss through wasting public resources
and affecting income distribution in favor of the most influential insiders. It also causes lock-ins
by paving the way for the formation of economic deadlock and intertwined dilemmas, which in
turn increase the social costs of economic reforms.

Democratic Institutions and Inclusiveness

The existence of resource-rich developed countries like Norway and the US on the one hand, and
resource-poor undeveloped countries, on the other hand, cast doubt on the presumed adverse
causal relation between oil resources and welfare level (Herb, 2005). Looking for an explanation,
Ross (2001) comes to the result that entrance into the developed countries’ club is not possible
without democratic institutional preconditions. It is widely accepted that powerful opposition
parties, fair election mechanisms, safe and effective judicial systems alongside a free media can
increase transparency and accountability, which is essential for a democracy (Harrison and
Sayogo, 2014: 1-6). Some scholars investigated the effect of the oil revenues on the formation
and features of the middle class in Iran. These studies emphasize the historical role of a capable
middle class in democratic social and political changes. The role of the state in the formation and
development of the middle class in Iran is of great importance. Oil revenues enabled both the
Pahlavi regime and the Islamic Republic of Iran to hinder the emergence of an independent
modern middle class as the constitutive force of a capable civil society (Katouzian, 2005: 164;
Zahirnejad, 2014: 63). The Pahlavi regime formed a new middle class to function as an exemplary
model of the emerging Iranian nation which was under construction (Habibi, 2017: 37-40),
whereas the Islamic Republic of Iran attempted to replace it with a new pious middle class via
providing employment and education opportunities or wealth redistribution rents (Zahirnejad,
2014: 71-74). Farzanegan et al (2017) show that an increase in oil rents positively affects the size
of the middle class but at the same time enables the government to impose more control on civil
society; a phenomenon that gives impetus to social conflicts. On the other hand, ideological
confrontations and ensuing sanctions skewed income distribution patterns at the expense of
decreases in the welfare of some segments of Iranian society especially the poor and middle class,
women and patients. In addition to the negative effects of the sanctions on the realization of
growth targets of development plans, they also adversely affected the middle-income class,
especially in the urban area, pushing them to converge to the low-income deciles (Parvin and
Banoui, 2017); the fact shows that imposing sanctions on the pretext of bringing democracy to
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Iran destroys the middle class, institutes, and civil society. Statistics also show that the sanction-
induced high inflation rates caused 150% and 100% decreases in real minimum wages during
2010-2012 and during the last US sanctions in 2018 respectively. Following the comprehensive
sanctions in 2010 child work and child marriage witnessed 100% and 20% increases respectively,
while sanctions in 2018 made at least 720 thousand Afghan asylum-seekers leave Iran in 10
months according to IOM and UNHCR reports (Alizadeh, 2019). Sanctions also violated the
Iranian’s rights to access health care and a healthy environment. The 2010-2015 comprehensive
sanctions caused a 44% shortage in the supply of drugs that are categorized as essential medicines
by WHO (Setayesh and Makey, 2016). UNAIDS statistics indicate that in 2016 only 14% of the
people living with HIV had access to mainly imported medicines. These sanction-induced
obstacles contributed to 21% and 14% increases in the rates of HIV-related infections and
mortalities respectively. Barriers against the import of environmentally friendly commodities and
technologies along with the budget deficits after 2010 also intensified the widening environmental
disaster in Iran (Madani et al, 2016). The World Bank statistics show a 14% increase in CO2
emissions from 2010 to 2014, widely due to the substitution of low-quality domestic fuel with
imported high-quality alternatives as well as an 80% decrease in public spending on
environmental issues. As a result, the Iranian economy, which faced various devastating
sanctions, could not reach multidimensional development targets while the regime was in a
survival mode and deprioritized vital needs of the most vulnerable parts of society and sustainable
green development goals.

Discussing the logic of power structure in the Islamic Republic of Iran, Alamdari (2005) attributes
the undemaocratic conditions of Iran to the distortion of the class system in the wake of populism
and clientelism as two non-class power structures (for discussion about populism see: Fedayi and
Yildirim, 2019). Contrary to the horizontal nature of the class system, populism and clientelism
are based on vertical relationships among the clan-like competing groups and factions. While
populism destroys the middle class as an important force for democratic transitions, clientelism
paves the way for family and mafia-style patron-client relations. In the modern version of
clientelism, patrons provide public rents to the clients, where unequal relations among patrons
and clients guarantee loyalty. Hence, clientelism emerges when there are shortcomings in the
legal system; the phenomena that promote rent-seeking from public resources like oil incomes to
purchase the loyalty of some segments of society. Similarly, Bjorvatn and Selvik (2008: 2322)
argue that post-revolutionary Iran’s polity has been marked by the faction-based destructive
rivalry over resources, which undermines development goals and triggers harsh rent-seeking
contributions. Their findings illustrate that, contrary to the predictions of the rent-seeking
literature, a peculiar multi-center decision-making structure in Iran would not pave the way for
high economic performance. Either the balanced power among factions which intensifies strict
rent-seeking, or the strict imbalanced power between factions which facilitated rent-seeking due
to the decrease in the costs of rent-seeking for the dominant faction, cause welfare loss. These
findings show how oil as a reality has locked the Iranian economy in the paths that make welfare
loss inevitable in both cases.

Searching for the underlying reasons for the underdevelopment in Iranian history Katouzian
(2005: 156-157) comes up with the idea that the short-term essence of Iranian society and its
historically poor legal system have hindered cumulative changes in the long term. He coins the
term ‘the pick-ax society’ to elaborate on the short-term improvements followed by immediate
arbitrary pick-ax treatments in Iranian society. Katouzian’s idea can be extended to explain the
destructive instabilities like high inflation rates, ideological decisions that caused internal or
external confrontations and violations of human rights, but it also raises questions about the main
underlying reasons for the relevance of such a ‘logic and sociology’ in the Iranian case. Assuming
the fact that destructive policies have their roots mainly in ideological decisions or despotic
interests, it seems that lack of inclusiveness and the highly unequal power distribution among
different insider and outsider groups hindering the inter-society power balance have contributed
to the problem.

Conclusion
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Development planning in Iran has its roots in the renovation attempts of the Qajar statesmen in
the 19th century and Reza Shah’s modernization and state-building policies in the first half of the
20th century. Therefore, efforts that started to reform state structure in the Qajar era turned into
the vast intervention in the culture, polity, and economy in the Pahlavi regime and the Islamic
Republic of Iran. Such an interventionist modernization bore some implications. First of all, those
who had access to power sources made decisions about a wide range of private and public issues
on behalf of others. Intervention enabled the privileged parts of society to take advantage of state
power to obtain private rents or dictate faction-based ideological ambitions at the expense of
public resources. Moreover, the quantity and quality of oil incomes changed the scope and
features of the interventions. Oil revenues constituting more than 80% of the foreign currency
inflow, 30% of the GDP and more than 60% of the government budget during the last seven
decades strictly changed the initial condition of the economy and led to two contradicting results.
On the one hand, this phenomenon formed a new economic environment marked by the parastatal
organizations, energy intensified production methods, distortion in the price system, self-
enforcing economic dilemmas and interest groups all of which locked the economy in the paths
that resist reforms and planning. On the other hand, these revenues fueled ideological adventures
and factional confrontations which led to various sanctions, war, and uprisings, being the main
reasons for instability in Iran. Furthermore, monopolized control of the oil point resources enabled
the Pahlavi regime and the Islamic Republic of Iran to forge rentier dependent classes at the
expense of shrinking in the traditional urban, rural and, ethnic segments of society. The
devastation of the traditional social forces and the emergence of the dependent classes attest to
the lack of important players in society and poor democratic institutions as the rules of a
democratic game. Finally, the short-term interests, social costs of path-breaking and ideological
priorities hindered the implementation of long-term policies that can improve social welfare in
Iran. Development planning experience in Iran shows that the formation of effective social forces
among the outsiders and democratic institutions can increase inclusiveness which in turn
improves the social welfare level.
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Genisletilmis Ozet

Iran’n ilk milli kalkinma izlencesi 1949 yilinda uygulanmaya baslamistir. Ulkede 1979 Islami
Devrim sonrast on yulik bir siire disinda bugiine degin 11 degisik kalkinma izlencesi
uygulanmistir. Islami Devrimden yaklasik 40 yil ve ilk kalkina izlencesinden yaklasik 70 yil sonra
geng egitimli niifusu olan Iran saghk, egitim, ulasim ve savunma altyapilariyla ilgili 6nemli
bagarilara imza atmistir. Bu gelismelere ragmen, iilke negatif biiyiime oranlari, yiiksek issizlik,
stiregen yiiksek enflasyon oranlari, yerel paranin asiri deger kaybetmesi, ¢cevre sorunlari, diigiik
demokrasi diizeyi ve ABD tarafindan uygulanan sert ekonomik yaptirimlar gibi stkintilarla karst
karstyadir.

Bu arastirmanin temel amaci Iran’m kalkinma izlencelerinde gdzlemlenen yetersizlikler ve
basarisizliklarin temelinde yatan nedenleri incelmektir. Bu dogrultuda, tarihsel sosyoloji
yaklasimi kullanilarak Iran’in milli kalkinma izlencelerindeki eksiklerin ve sorunlarin nedenleri
irdelenmigstir. Baska bir deyisle, arastirmanmin amaci Iran’a 6zel tarihsel gelismeleri ve iilkeyi
etkileyen olumsalliklar ve soklari goz éniinde bulundurarak ekonomik izlencelerin sonuglarina
aciklama getirmektir. Iran’in kalkinma izlencelerindeki basarilar ve basarisiziiklar cesitli
incelemelerin  konusu olmustur. Bu incelemeleri iki gruba ayirabiliriz: incelemelerin
cogunlugunu kapsayan birinci grupta, iktisat¢ilar cesitli makroekonomik degiskenler arasindaki
iliskiyi irdeleyerek farkl siyasetleri gésteren bu degiskenlerin en iyi nicel biiyiikliigiinii bulmaya
calismislardwr. Dolayisiyla, birinci gruptaki arastirmalar, ana akim iktisadin yéntemlerini
kullanarak ‘evrensel’ modelleri Iran verileriyle tahmin etmigslerdir. Ikinci grupta ise aragtirmalar
yvalniz iktisat¢ilarin ¢alismalariyla kisutl kalmayip degisik sosyal bilim dallarinda konu uzmanlar
tarafindan ele alimmistir. Bu gruptaki arastirmalar, Iran’in tarihsel sosyolojisi ve iilkenin
ekonomik ozelliklerinden yola ¢ikarak kuramsal ¢ergeveler olusturmaya ¢alismislardr. Grubun
vegledigi yaklasimda iilke ekonomisinin baslangi¢c kosullari, 6zgiin sosyopolitik ve sosyo-
ekonomik yapusi, olumsalliklarin etkisi, toplumsal ve siyasal stireglerin izlek olusumundaki payt
ve Iran’a ézel kosullarla evrensel gelismeler arasindaki iliskiler géz oniinde bulundurulmustur.
Bu arastirmada ikinci grubun diisiinceleri ile Iran’da kalkinma planlamasinin gelisimi birlikte
ele alinarak iilkenin kalkinma izlencelerindeki basarisizliklar ve edinimlerin baslica nedenleri
irdelenmistir. Iki gerekceden dolay: tarihsel sosyoloji yaklasimi bu incelemede tercih edilmistir.
Il gerekce, baslangic kosullarini etkileyen kararlarin daha sonra uygulanan kalkinma
izlencelerinin basarisim ve kapsamini da etkilemesidir. 1kinci gerekce, ekonomik kalkinma
planlamasi diisiincesinin onceki deneyimler, ideolojik egilimler, petrol geliri gibi ekonomik
gergeklikler ve yaptirim, savas ve devrim gibi olumsalliklarin etkilesimi sonucu gelistirilmesidir.
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Bu arastirma, Iran’da kalkinma planlamasinin koklerini Kacar devletinin 19.yiizyilindaki
modernlesme girisimleri ve Riza Shah’in 20.ylizhilindaki ulus-devlet insasi siyasetlerinde
aramaktadir. Baska bir deyisle, Kacar devletinde baslayan yapisal reformlar, Pahlavi ve Islami
Rejim déneminde kiiltiir, siyaset, toplum ve ekonomide ger¢eklesen daha genis miidahalelerle
stirdliriilmiistiir. Boyle miidahaleci modernlesme iki 6nemli sonu¢ dogurmustur: kaynaklari
kullanma yetkisi ve giicii olanlar bu olanagi olmayanlar adina 6zel ve kamu sektorlerini
ilgilendiren ¢esitli konular hakkinda karar vermislerdir. Dolaysiyla, miidahale bir yandan giiglii
kesimlere devlet giiciinii kullanma ayricaligi tamyip 6te yandan kamu kaynaklarimin ideolojik
istekler dogrultusunda harcanmasina olanak saglamistir. Ayrica, petrol gelirlerinin biiyiikligii ve
niteligi miidahaleci girisimlerin kapsamini ve bigimini de etkilemistir. Son 70 yilda iilkeye giren
yabanci paranin %80’ini, GSYH’ nin %30’unu ve devlet biitgesinin %60°tan fazlasini olusturan
bu gelirler ekonominin baglangi¢ kosullarini derinden etkileyerek iki celiskili sonuca yol agmustir.
Birincisi, bu olgu kamu kaynaklarindan beslenen 6zel veya yari-6zel firmalarin yayginlagsmasina,
enerji-yogun iretim biciminin geniglemesine, fiyat isleyisinin bozulmasina, kendini besleyen
ekonomik c¢ikmazlarin meydana gelmesine ve ¢ikar gruplarimin olugmasina neden olmustur.
Boylece, ekonomi reformlara karsi direnen bir izlege kilitlenmistir. Ikincisi, dis diinyaya kars
ideolojik meydan okumalarin ve i¢ ¢atigmalarin maliyetleri petrol gelirleri hesabindan 6denerek
iilkeyi cesitli ekonomik yaptirimlar, savaslar, ayaklanmalar ve istikrarsizliklarla karsi karsiya
getirmistir.

Pragmatik ve ideolojik girisimler arasindaki ¢cekisme Iran’in milli kalkinma planlamas1 mantigini
ve yontemlerini de etkilemistir. Ornegin, yeterli yontemsel altyapidan yoksun Riza Sah
doneminin ekonomik projeleri kismen de olsa modernlesme kuraminin Onerileriyle
ortiismekteydi. Boylece, modern devleti geleneksel yonetim bigimlerinden daha giiglii goren,
gelenegi modern ulus-devlet insasi karsisinda en dnemli engellerden biri olarak tanimlayan ve
kentlesmeyi kollayan modernlesme kurami, otoriter monarsi kurmak isteyen Riza Sah ve
cevresinin bakis acisini etkilemistir. Benzer, ideolojik egilimler ve yontemsel yetersizlikler, Riza
Sah’1n yerine oturan Mohammad Riza Sah ve Iran islam Cumhuriyeti désnemlerinde de siirmiistiir.

Petrol noktasal kaynaklar1 devletge kolaylikla denetlenip tekellestirilebilir. Bu gibi noktasal dogal
kaynaklarin devletin tekelinde olmasi Pahlavi ve Iran Islam Cumhuriyetinin kendine bagl rantgi
bir kesim olusturmasinda yardime1 olmustur. Bu yeni toplumsal kesimin ortaya ¢ikisi geleneksel
kentli, koylii ve etnik azinliklarin zayiflamasiyla miimkiin olmustur. Petrol kaynaklari tizerinde
rant arama yarismasi, kamu kaynaklarinin verimsiz bigimde kullanilmasina, gelirin daha giiclii
kesimlerin yararina yeniden paylasimina, izlege kilitlenme olgusunun gerceklesmesine ve yalniz
ekonomik yonii olmayan kisir dongiilerin olusmasina yol agarak ekonomik reformlarin toplumsal
maliyetini artirmsgtir.

Petroliin sondaji i¢in gereken masraflarin diisiik olmasi devlet tekelinde olan petrol noktasal dogal
kaynaklarin bagka dogal kaynaklara gore daha kazangli olmasini saglamigtir. Bu gelirler son 70
yilda tlkenin GSYH’sinin yaklasik tigte birini ve 1974 yilinda yarisini olusturmustur.
Ekonomideki Onemine karsin petrol sanayisinde istihdam kisithdir. Bdylelikle, petrol
kaynaklarindan elde edilen gelirler halkin durumunu iretim siirecinde etkilemeden devlet
hazinesine aktarilir (yukariya damlama olgusu). Bu 6nemli kaynagin paylasimi devletin
siyasetine ve ¢ikar gruplarn arasindaki denge durumuna baglidir. Makalenin sonuglarina gore
petrol gibi noktasal kaynaklar noktasal olmayan kaynaklarla karsilastirildiginda farkli sonuglar
ortaya ¢ikmaktadir. Ornegin, toprak, orman ve su gibi noktasal olmayan kaynaklara sahip olan
iilkelerde devletler bu kaynaklardan kolayca rant elde edemezler. Bu kaynaklarin kullanimi ve
piyasaya sunumu siirecinde daha genis ¢apl istihdam gerceklesmelidir. Ayrica, piyasaya sunulan
nihai mal ile iretimi ig¢in gereken maliyetleri arasinda biiyiik bir agik olamaz. Sonug olarak
noktasal olmayan kaynaklarin piyasaya sunumu siirecinde toplumun énemli bir boliimii bu gelir
kaynagindan pay alir (asagtya damlama olgusu).

Genis devlet miidahalesi sonucu geleneksel toplumsal gii¢lerin zayiflamas1 ve devlete baglh

kesimlerin giliglenmesi iilkenin demokrasisi i¢in gerekli etkin bagimsiz oyunculardan yoksun

olmasi anlamina gelmektedir. Boyle bir durumda siyasetin oyun kurallar1 biiyiik bir ol¢iide

yiikksek gelir kaynagimi, baski ve propaganda araglarim elinde toplayan cikar gruplan ve
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siyasetgilerin yararina calisir. iran &rnegi, etkili bagimsiz gruplarin kamu kaynaklarinm esit
paylasimindaki énemini gostermektedir. iran’da ideolojik egilimlerin ve rantgihigin kalkinma
izlencelerinin tasarlanip uygulanmasi siirecini olumsuz etkilemesi ideolojik ve ¢ikar gruplarini
dengeleyecek toplumsal gruplarin yokluguyla iligkilidir. Devlet rantlarindan ve resmi ideolojiden
bagimsiz olan bu gruplar siyasi karar verme siire¢lerini etkileyerek kaynaklarin daha genis kitleler
arasinda dagilimina katkida bulunup toplumsal refah1 olumlu etkiler.

Ozet olarak Iran’da altmis yillik ulusal kalkinma planlamasi geleneginin varligina karsin, iilke
cesitli ekonomik sorunlarla karst karsiyadir. Bu arastirmada, tarihsel sosyoloji yaklagimi
kullanilarak, iran’da ulusal kalkinma planlamasi diisiincesi ve uygulamasi irdelenmistir. Bu
dogrultuda, yazar Iran’da kalkinma planlamas: diisiincesi ve uygulamasinin iilkenin tarihsel,
toplumsal ve siyasal devinimlerin yansira kiiresel egilimlerden etkilendigini ileri siirmektedir.
Makalenin sonuglarina gore, pragmatik siyasetlerin yerine ideolojik amaglara 6ncelik vermek,
petrol rantlar1 ve gelismemis demokratik kurumlar, Iran’in kalkinma izlencelerindeki
basarisizligin en dnemli nedenleridir. Karsilikli etkilesimde olan bu degiskenler Iran’1in ekonomik
ekosisteminin olusturucu nedenleri ve sonuglaridir. Kalkinma izlenceleri boyle kosullarin etkili
oldugu bir ekonomik ekosistem icinde tasarlanip uygulandigindan temel sorunlarin ¢6ziimiinde
basarisiz olmustur. Boylece, petrol gelirlerinden beslenen bir gesit ideolojik pragmatizmin
demokratik kurumlarin olusumunu engelleyerek kalkinma planlamalarindaki eksikliklere yol
actig1 saptanmustir. fran’in ekonomik ekosisteminin kurucu gii¢leri ve sonuglari olan séz konusu
i¢-ige Oriilmiis degiskenler uzun-dénem planlama rasyonalitesine karsi direnmistir. Reformlara
kars1 direnerek kendini siirdiiren bu dongiiyli kirmak igin bagimsiz toplumsal ve siyasi giiclerle
birlikte kucaklayici demokratik kurumlarin gelismesi gerekmektedir. Aragtirmanin sonuglarina
gore, toplumda kapsayicili1 artiran toplumsal ilerlemeler, 6tekilesmis kesimlere olanak sunarak
demokratik oyunun kurallarinda gelismeye yol a¢ip ¢ok-yonlii kalkinmanin en 6nemli amaci olan
toplumsal refaha katkida bulunabilir. Petrol rantlarindan ve resmi ideolojiden bagimsiz olan
gruplarin yerel gelismeler veya dis dayatmalar sonucu ortaya ¢ikmasi iilkenin ekonomisi ve
siyaseti agisindan fakli degisikliklerle sonuglanabilir.

Extensive Summary

The first national development plan of Iran started in 1949 and, except for halting during the
decade after the 1979 Islamic Revolution, 11 different plans have been implemented. Four
decades after the 1979 Islamic revolution, and with more than six decades experience in official
economic planning, Iran has a young educated population and has recorded progress in health,
education, transportation, and military infrastructures; however, it suffers from negative growth
rates, high unemployment, chronic two-digit inflation rates, severe devaluation in its currency,
environmental disasters, low democratic standards and harsh sanctions imposed by the US.

This study aims to examine the underlying reasons for the setbacks and shortcomings in the
development planing in Iran. To this end, the study adopts methods used in historical sociology
to investigate the causes of the deficiencies and failures in development planning. In other words,
this study attempts to explore the extent to which the results of the economic planning in Iran are
associated with the country’s historical-social conditions and contingencies. The progresses and
setbacks in national development planning in Iran have been the topic of studies that can be
categorized into two general groups. The first group includes the majority of studies done by
economists to understand the relationship between various macroeconomic variables and find the
optimal quantitative sizes of different policies for the Iranian case. The second group, including
but not limited to economists, tried to develop theoretical frameworks that take historical
sociology and the peculiar economic features of Iran into account. While the first approach is
loyal to mainstream economics and only uses domestic data or adds new variables to check the
results of “universally’ accepted models for the Iranian case, the second approach has attempted
to provide new perspectives through considering the initial conditions of the Iranian economy, its
unique sociopolitical and socioeconomic structure, the effect of contingencies, the role of social
and political procedures in path formation and their relevance to the global examples. Critically
analyzing the ideas of the second group in connection with the evolution of national development
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planning in Iran, this study examines the reasons they identified for setbacks in development
planning in Iran.

The historical sociology method preferred for two reasons: on the one hand, the past decisions
which caused changes in the initial conditions affected the scope and success of national planning,
while on the other hand the ideas contributed to the reconstruction of planning narratives emerged
in dialogue with the progress in planning, ideological trends, realities like oil revenues and
contingencies like sanctions, war and revolution.

This study argues that development planning in Iran has its roots in the renovation attempts of the
Qajar statesmen in the 19th century and Reza Shah’s modernization and state-building policies in
the first half of the 20th century. Therefore, efforts that started to reform state structure in the
Qajar era turned into the vast intervention in the culture, polity, and economy in the Pahlavi
regime and the Islamic Republic of Iran. Such an interventionist modernization bore some
implications. First of all, those who had access to power sources made decisions about a wide
range of private and public issues on behalf of others. Intervention enabled the privileged parts of
society to take advantage of the state power to obtain private rents or dictate faction-based
ideological ambitions at the expense of public resources. Moreover, the quantity and quality of
oil incomes changed the scope and features of the interventions. Oil revenues constituting more
than 80% of the foreign currency inflow, 30% of the GDP and more than 60% of the government
budget during the last seven decades strictly changed the initial condition of the economy and led
to two contradicting results. On the one hand, this phenomenon formed a new economic
environment marked by the parastatal organizations, energy intensified production methods,
distortion in the price system, self-enforcing economic dilemmas and interest groups all of which
locked the economy in the paths that resist reforms and planning. On the other hand, these
revenues fueled ideological adventures and factional confrontations which led to various
sanctions, war, and uprisings, being the main reasons for instability in Iran. The rivalry between
pragmatism and ideology shaped the rationale and methods of the national development planning
in Iran. Despite lack of a methodological background, projects implemented during the reign of
Reza Shah were partially in line with some propositions of modernization theory, which assumes
modern states to be more powerful than traditional ones, considers tradition as the most important
obstacle against the establishment of a modern nation-state, and supports urbanization. Similar
ideological tendencies and methodological shortcomings continued during Mohammad Reza
Shah's reign and the Islamic Republic of Iran. Besides, monopolized control of the oil point
resources enabled the Pahlavi regime and the Islamic Republic of Iran to forge rentier dependent
classes at the expense of shrinking in the traditional urban, rural and, ethnic segments of society.
Rent-seeking led to welfare loss through wasting public resources and affecting income
distribution in favor of the most influential insiders, and causes lock-ins by paving the way for
the formation of economic deadlock and intertwined dilemmas, which in turn increase the social
costs of economic reforms.

Oil point resources can easily be controlled and monopolized by the government, while the huge
difference between its market price and production cost makes it highly profitable compared to
the other commaodities, although its drilling creates negligible employment opportunities.
Therefore, oil incomes trickle up to the treasury during added value creation, whereas the trickle-
down effect depends on the decisions of government and power balance between rent-seekers,
who control political power, and outsiders. Such a significant source with peculiar quantitative
and qualitative features caused changes in Iranian society which were different from development
experiences in the West.

The devastation of the traditional social forces and the emergence of the dependent classes attest
to the lack of important players in society and poor democratic institutions as the rules of a
democratic game. The short-term interests, social costs of path-breaking and ideological priorities
hindered the implementation of long-term policies that can improve social welfare in Iran.
Development planning experience in Iran shows that the formation of effective social forces
among the outsiders and democratic institutions can increase inclusiveness which in turn
improves the social welfare level. Assuming the fact that destructive policies have their roots
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mainly in ideological decisions or despotic interests, it seems that the lack of inclusiveness and
the highly unequal power distribution among different insider and outsider groups hindering the
inter-society power balance have contributed to the problem.

To sum up, the results of the study show that the lack of pragmatism, oil rents and poor
institutional conditions have seen as the reasons for failure in development planning in Iran. These
intertwined variables are constituent forces and outcomes of an economic ecosystem that have
resisted long-term planning rationales. The study concludes that any social development that
enhances inclusiveness in society through giving voice to outsiders along with improvement in
the rules of the democratic game can promote social welfare as the most important target of a
multidimensional development plan.
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