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Introduction

Development plans in the Islamic Republic of Iran—encompassing economic, social,
and cultural dimensions—refer to medium-term programs drafted every five years by
the incumbent government and ratified by the Islamic Consultative Assembly. These
include: First Development Plan (1989-1993), Second Development Plan (1995-1999),
Third Development Plan (2000-2004), Fourth Development Plan (2005-2009), and
Fifth Development Plan (2011-2015).

This study examines the fourth and fifth development plans to analyze the pathological
effects of government interventions. By scrutinizing these plans, we aim to identify why
developmental goals were unmet due to government interference and to assist
policymakers in formulating robust, goal-oriented economic and cultural legal
frameworks.

Existing research on government intervention in Iran's economic policymaking has
primarily adopted an economic lens, neglecting policy analysis and the achievement of
economic indicators in the fourth and fifth development plans. Thus, this study is critical
for diagnosing the failures of these plans and proposing actionable solutions for
economic policymaking. The central question is: What are the pathological implications
of government interventions in economic policymaking under the fourth and fifth
development plans? The lack of a long-term policymaking system, political elites'
skepticism toward structured policymaking, Iran's o1l dependency, and mismanagement
of oil revenues have perpetuated government intervention in the economy.

The methodology of a scientific study depends on the nature of the subject, objectives,
and scope. Research is broadly classified into fundamental (aimed at advancing
knowledge) and applied (focused on practical problem-solving). This study adopts an
applied research approach, employing descriptive and qualitative analysis to assess the
government's role in economic policymaking during the fourth and fifth development
plans, using derived variables.

Conclusion

The most critical issue facing economic theorists since the inception of modern
economic thought has been defining the boundaries of government intervention in
economic activities. The experience of the past fifty years has clearly demonstrated both
the benefits and limitations of government performance, particularly in promoting
development. While the Fourth Development Plan was formulated with a private sector
development approach, it also redefined and revitalized government responsibilities,
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strengthening institutional perspectives within the program. In this regard, Chapter
Twelve of the plan focused on government modernization and enhancing governance
effectiveness. When compared with provisions concerning privatization or active
engagement with the global economy, it becomes evident that while the private sector
was recognized as the main driver of economic activities, the institutional, regulatory,
and complementary roles of government in the economy were also acknowledged. In
reality, while the private sector was identified as the core of economic activities, it
remained subject to government regulatory frameworks and oversight. This approach,
influenced by new interpretations of private sector-government relations and
intellectual currents of the late 1990s such as modernization, revitalization, and good
governance on a global scale, could be advanced through regulatory tools, particularly
competition law. Despite this evolutionary trajectory, the revitalization of government
still faced shortcomings, primarily due to the dominance of Article 44 of the
Constitution. Many of these shortcomings were addressed through the general policies
of Article 44. The objectives outlined in these policies focused on growth, employment,
and social goals, while the approach emphasized developing private and cooperative
sector activities and transforming the government's role from direct involvement to
policymaking and oversight. Following the announcement of these general policies,
numerous efforts were made in the law implementing these policies and the Fifth
Development Plan to delineate the government's sovereign domains, preventing any
expansion of its direct intervention and ensuring that the government primarily acted as
a provider rather than a producer.

Several reasons necessitate limiting government intervention according to the Fourth
and Fifth Development Plans, including the weakening of competitive markets and the
private sector, reduced economic efficiency due to intervention, changes in relative
price levels, dependence and stagnation of industries, and expansion of government
intervention at the expense of primary responsibilities. Some of Iran's economic issues
stem from the decision-making system itself. Theoretical foundations of economic
plans and policies must be articulated by the decision-making apparatus, followed by
scholarly critique. Another flaw in Iran's economy is the absence of a central planning
institution in the decision-making and policymaking process. Over the years, the
organization responsible for management and planning has moved toward dissolution.
With the closure of such an institution, personal beliefs, preferences, and ideas without
undergoing expert scrutiny have become the basis for decision-making. This
phenomenon, which emerged after the war, has peaked in recent years, with personal
convictions forming the foundation of decisions.
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Solutions to prevent excessive government intervention in the economy include de-
rentierization through reforming the foreign exchange reserve account and converting
it into a sovereign wealth fund similar to Norway's model, where a portion of
government oil revenues should be deposited each period to insulate Iran's economy
from oil price fluctuations. Oil-derived revenues should be saved in a future generations'
fund. Given the difficulty of removing oil revenues from government control in Iran,
establishing an independent company with proper oversight mechanisms could be
considered, or alternatively maintaining the current structure while forming a council
for management and decision-making on key issues. Any such entity must consider
multiple factors in formulating its investment strategy, including risk tolerance, return
on investment, liquidity requirements, investment horizon, asset allocation,
geographical diversification, and currency considerations.

The concept of resistance economy through proper implementation of constitutional
provisions, popularizing the economy, and empowering the private sector can address
many harms caused by government intervention. Under sanctions, trust in genuine
entrepreneurs with proven track records and measures to create necessary groundwork
are crucial. In economic development, establishing conditions for continuous
improvement is paramount. One reason for neglecting economic development and
improving the business environment is Iran's century-long oil dependency, which has
fostered complacency toward production and entrepreneurship. Using intergenerational
wealth for current administration only fuels inflation and stagnation. A conducive
business environment thrives on synergy between policymakers and grassroots
entrepreneurs.

The appropriate approach requires neither complete reliance on market mechanisms nor
total rejection of them, but rather a balanced perspective that considers Iran's unique
circumstances in the international arena. Iran's national economic environment is
shaped by international and regional dynamics and temporal conditions, currently
facing significant external pressures. Thus, relying solely on economic theories that
view price mechanisms as the optimal allocators of resources is insufficient. On the
other hand, Iran's international economic relations necessitate that domestic private
sectors and markets cannot be ignored. Therefore, the extreme dichotomy between these
two views must be avoided in favor of a pragmatic approach that acknowledges both
the necessity of some government intervention and the vital role of market mechanisms.
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