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The First Economic and Social Development Plan, which began in 1989 following the
coming to power of the fifth government and a relative consensus among government
institutions and social forces, was a fundamental turn and transformation in the economic
policies of the Islamic Republic of Iran. This shift - from a focus on "social justice" to
"economic growth" - was designed to strengthen the foundations of entrepreneurship and
increase the share of the private sector in the industrial economy. The plan aimed to
achieve these goals through privatization policies, the return of expelled and exiled
capitalists, and the attraction of foreign capital. However, three years after its
implementation, the plan was derailed by unprecedented inflation, increasing corruption,
economic instability, growing criticism from opposition forces, and the emergence of
social protests. This paper adopts a political economy approach and uses John Kingdon’s
“policy window” model to explain the underlying reasons for this policy shift and its
eventual failure. The study concludes that the 1989 shift from a state-controlled,
distributive economy to an economy of industrial growth and development began with the
convergence of three processes: the intensification of social welfare demands after the
war, the revision of the constitution and the subsequent restructuring of political power,
and the presentation of a clear development agenda by technocrats. These elements
temporarily opened a policy window that allowed for the pursuit of industrial growth
initiatives. but the economic policies of the fifth administration failed due to the lack of a
comprehensive strategy, deviation from the principles of adjustment and privatization
policies, and the inability of politicians and policymakers to properly exploit the limited
opportunity created. When the policy window was closed, the economic and industrial
growth and development program was stopped and the government's economic policy
returned to distribution policies and social justice.
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1. Introduction

The First Economic and Social Development Plan, initiated in 1989 after the establishment
of the Fifth Administration and relative consensus among government institutions and
social forces, marked a fundamental shift in Iran's economic policy from "social justice™ to
"economic growth." This plan aimed to strengthen entrepreneurship and increase the private
sector’s share in the industrial economy by normalizing international relations, leveraging
financial opportunities from global institutions, and promoting privatization, foreign
investment, and the return of exiled capitalists. However, the implementation of the plan—
centered on "economic adjustment"—was halted after three years due to unprecedented
inflation, corruption, economic instability, mounting criticism from political opposition, and
social protests. In the second development plan, emphasis on "social justice” and "economic
stabilization” policies was replaced by accelerated development. This article seeks to
understand the reasons for the change in economic policies in this period and to examine the
effective factors in the initial acceptance and then abandonment of the capitalist industrial
development approach. Economic policy fluctuations, as this study posits, can hinder
sustained growth and trigger political and social crises.

2. Literature Review

Economic policy fluctuations in any society are influenced by various factors depending on
its political structure. Some Iranian researchers attribute the change in the policies of the
fifth government to internal and external factors, such as the rentier and distributive nature
of the government, the reduction of oil revenues, the emergency recourse to privatization to
solve the budget deficit, the frequent changes of policies by competing factions, the collapse
of planned economies. Eastern Bloc, the global emergence of free and neoliberal market
values, and the recommendations or impositions of international financial institutions such
as the World Bank and the International Monetary Fund.Some other researchers found the
reasons for the failure of structural adjustment, liberalization and privatization programs to
be caused by factors such as the ideological conflicts of the Islamic Republic with the
principles of structural adjustment, the dominance of distribution logic and rent-seeking
influenced by the commercial bourgeoisie and landlord bourgeoisie, the weakness of the
industrial bourgeoisie, deviation from the principles of structural adjustment and They
know the end of political consensus in this period.

3. Research Methodology
This study adopts a political economy perspective and applies John Kingdon's "Policy
Window" model to examine the causes and consequences of economic policy changes
during the four-year period from 1989 to 1993, corresponding to the fifth administration of
the Islamic Republic, commonly referred to as the "Reconstruction Era." The research
draws on library resources, archival documents, and interviews with policymakers,
executives, and industry leaders of the time.

Kingdon's model provides a framework for understanding how and why dominant
governance policies undergo change. He identifies three largely independent streams in the
policymaking process:

3-1. Problem Stream
The identification and recognition of critical issues that require resolution.

3-2. Political Stream
Shifts in the political landscape, including changes in leadership, power dynamics, and the
balance of political forces.
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3-3. Policy Stream
The formulation and presentation of actionable policies, programs, and agendas.

According to Kingdon, significant policy changes occur when these streams converge at
a critical juncture, creating a "policy window" that allows for potential transformation. He
emphasizes that these windows are temporary; if policymakers fail to act within the window
of opportunity, it closes, and the chance for meaningful reform is lost.

4. Discussion & Results
Using Kingdon's framework, this study concludes that the change in Iran's economic policy
in the year of the end of the war (1989) is caused by the convergence of three currents:

4-1. Problem Stream
Post-war demands for economic recovery and growth became urgent societal and
governmental priorities.

4-2. Political Stream

Revisions to the Constitution, the rise of Hashemi Rafsanjani, and shifts in domestic and
international political dynamics paved the way for economic change, particularly as leftist
advocates of state-controlled economies lost influence.

4-3. Policy Stream

The new president and his team of bureaucrats and technocrats had a Special program and
plan for transitioning towards industrial growth, encapsulated in the First Development Plan
based on economic adjustment principles.

The final failure of the industrial development project (1993-1989) was due to the
deviation from the principles of structural adjustment policy, the neglect of attracting social
support, and the inability to maintain political consensus and expand the policy window in
the face of the forces opposed to capitalist industrial growth. Privatization and transition
from the state-controlled economy, as foreseen in Article 44 of the Constitution, is still one
of the important goals of the Islamic Republic of Iran.
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