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Abstract

The shortage and rising prices of essential goods, along with rampant inflation, were the
main characteristics of the final years of the Pahlavi regime. Following the increase in
revenues from oil sales, the government allocated a portion of these revenues to
investments abroad and also provided low-interest loans to developing countries, while
spending another part on military equipment purchases. This approach resulted in an
imbalance of payments and severe inflation. The inflation significantly impacted the
economic and living conditions of the people; essential food items, when available in
the market, had skyrocketed in price, and housing and rent had increased nearly 300
times. In this study, the rising prices of essential goods and inflation, as well as the
Pahlavi government's response to this crisis in the final years of its rule, are examined
using descriptive and analytical methods, referencing documents, archival materials,
sources, and press reports. The findings indicate that the increase in ail pricesin global
markets and excessive demands from executive agencies significantly raised the
country's liquidity, leading to increased demand. This resulted in an uncontrolled
growth of imports of essential goods and food items, which in turn became a factor in
creating acute inflation and subsequent public dissatisfaction.
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I ntroduction

The increase in oil prices in global markets in the early 1970s prompted the Pahlavi
government, which aspired to reach European standards, to reconsider its plans.
Consequently, the fifth development plan, approved by the Senate and the National
Assembly in the second half of 1972, was revised. The government claimed that
considering the absorptive capacity of the Iranian economy, potential inflation, possible
conflicts between rapid growth of resources and production factors, and existing income
distribution inequalities, the total investment volume of the government and the private
sector was set at approximately 4,699 billion rials (equivalent to about 69.5 hillion
dollars). However, things did not go according to plan, and when global oil pricesfell in
1975, the economic boom came to an end. Thus, the ail revenues injected into the
economy over the previous years resulted in nothing but acute inflation. The people
faced shortages of essential goods and excessive prices for their purchases. The prices
of imported food and the government's failure in agricultural programs further
exacerbated the trade balance deficit, leading to increased living costs. Despite the
government's attempts to control inflation and rising prices, the economic crisis peaked
in 1977. This article seeks to answer the fundamental questions of what caused the
shortages and rising prices of food items and what factors contributed to this disorder.
What measures were taken to address this crisis and meet the essential needs of the
people?Regarding the background of the research, it should be noted that several
articles have been written about the economy during the Pahlavi 1l era, including the
article "Application of Edward Shils New Oligarchic Theory to the Pahlavi 1l Era
(1953-1979)" by Mohammad Radmard (2020), which attempts to align the prominent
features of new oligarchic systems from Shils' perspective with the redlities of the
Pahlavi 1l era (1953-1979). Ali Voshmeh and colleagues (2017) in their article
"Economic Poalicies of the Pahlavi |11 Government in Industry with Emphasis on Iran-
Germany Relations from 1961 to 1978" sought to answer the question of what
guantitative and qualitative transformations the economic policies of the Pahlavi 1l
government, particularly through the use of German industries, brought about in the
modernization of Iranian industries. Therefore, regarding the rising prices of essential
goods and inflation in the final years of the Pahlavi Il regime, a critical period in
contemporary lranian history, no comprehensive and independent study has been
conducted so far.
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Materials & Methods

In this article, the historical research method was employed to analyze the economic
crisis and its impact on the rising prices of essential goods and inflation during the final
years of the Pahlavi Il era. This methodology involved a thorough examination of
newspaper reports and archival documents from the period, alowing for a
comprehensive understanding of the socio-economic conditions that contributed to the
crisis.

Discussion & Result

The findings of the research indicate that the surge in oil prices in global markets,
coupled with excessive demands from executive bodies, significantly increased the
liquidity in the country. This influx of liquidity led to a heightened demand for goods
and services, which in turn resulted in an uncontrolled rise in the importation of
essential commaodities and food products.As the government and various institutions
sought to capitalize on the increased ail revenues, they often prioritized immediate
consumption over sustainable economic policies. This approach not only exacerbated
the dependency on imported goods but also created a mismatch between supply and
demand within the domestic market. The overwhelming influx of imported goods, while
initially appearing to meet consumer needs, ultimately contributed to a distorted
economic landscape. The consequences of this situation were profound, as the rapid
increase in imports led to inflationary pressures that affected the prices of essential
goods. As the cost of living rose, the purchasing power of the average citizen
diminished, leading to widespread dissatisfaction among the populace. The combination
of rising prices and stagnant wages created a climate of economic instability, which
fueled public unrest and discontent.

conclusion

The developmentsin the international oil market between 1972 and 1974, which led to a
significant increase in ail prices, prompted the Pahlavi |1 government to revise the Fifth
Development Plan of the country. The total volume of investment from both the
government and the private sector was estimated at approximately 4,699 billion rials
(equivalent to about 69.5 hillion dollars). This ambitious investment plan exceeded the
capacity of the Iranian economy and resulted in a substantial decline in growth rates,
with the growth rate in the Fifth Plan dropping to half of that in the Fourth Plan.
Concurrently, inflation skyrocketed from 2.6% to 24.9%, and the cost of living index
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for the urban middle and lower classes doubled.The situation became even more critica
with the decline in global oil demand in 1975, marking the end of Iran's economic
boom. The oil revenues from previous years had already contributed to rising inflation,
exacerbating the economic challenges faced by the country. The influx of foreign
nationals into Iran further inflated housing prices and rents, as demand surged in urban
areas. Thisled to asignificant increase in the migration of rural populationsto cities, as
individuals sought better opportunities amidst the economic changes.Speculators and
brokers in the housing market capitalized on the situation, driving rental prices even
higher. Additionally, the prices of imported foodstuffs rose sharply, and the failure of
agricultural programs contributed to a growing trade deficit. The combination of these
factors created a precarious economic environment, where the rising cost of living and
inadequate domestic production capabilities left many citizens struggling to meet their
basic needs.
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