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Abstract

During the latter half of Mohammad Mosaddegh, the oil-free economy strategy was adopted
by government officials as an economic approach, without prior planning and in response to
the British oil sanctions. Under this strategy, various economic sectors were reviewed. However,
the government’s primary emphasis was on industrial development, as industry-as a productive
and job-creating sector-could significantly influence the advancement of other sectors and
help achieve the objectives of the oil-free economy strategy. The present study, drawing on
archival documents and library resources through a descriptive-analytical approach, seeks to
answer the following questions: What were the government’s industrial policies, and what
impacts did they have on the oil-free economy strategy? The historical documents and sources
used in this research indicate that these industrial policies functioned as a double-edged sword.
So that these policies simultancously stimulated industrial activity, boosted manufacturing
output, increased the number of firms and factories, and enhanced industrial investment-all
contributing to sanctions resilience-yet paradoxically fostered various dependencies: reliance
on imported machinery, proliferation of assembly plants, dependence on foreign experts, and
need for external capital. These outcomes fundamentally contradicted the oil-free economy’s
core principles.
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Introduction

In 1950 (1329 SH), Iran witnessed the successful culmination of the oil
nationalization movement-a major turning point in the country’s modern
political and economic history. The passage of the nationalization bill not only
catapulted Mohammad Mosaddegh to the office of Prime Minister but also
triggered a range of international reactions, including a series of crippling oil
sanctions. While the movement’s supporters were initially optimistic, believing
that Western dependence on Iranian oil, along with inter-Allied tensions between
Britain and the United States, would shield Iran from serious repercussions,
the reality soon proved otherwise. Mosaddegh’s government quickly realized
that although the United States might prevent Britain from launching a
military intervention, it would not support Iranian oil exports either. This
strategic deadlock marked a decisive moment that prompted Mosaddegh and
his economic advisors to reevaluate the country’s financial and development
strategy. Faced with a shrinking budget and declining oil revenues, they began
shifting their focus toward building a more resilient and self-sufficient national
economy based on non-oil sectors. This shift gave rise to a broad economic
framework known as the “oil-free economy”. Beginning in August 1951, the
Mosaddegh administration moved to replace previous economic policies
with new ones, centered around revitalizing agriculture, expanding industrial
capacity, rebalancing foreign trade, and managing the national budget with
reduced reliance on oil income. The oil-free economy quickly became more
than a set of policies-it emerged as a guiding vision for national development
in a time of crisis. Mosaddegh and the technocrats surrounding him were
strongly influenced by the economic philosophy of Friedrich List, who argued
that every nation should develop an autonomous and robust national economy.
List advocated for active state intervention in the form of industrialization,
agricultural modernization, and protection of local production. His emphasis
on reducing imports, promoting exports, and achieving economic independence
found a receptive audience in Mosaddegh’s cabinet. Consequently, the industrial
sector received significant attention as a key engine for economic growth and
employment. New industrial strategies were approved, with the hope that a
strong domestic industry would support other sectors and contribute to the
success of the oil-free economic vision.
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Materials and Methods

The focus on the industrial sector as a major generator of wealth and employment
during Mosaddegh’s premiership was not without historical precedent. Earlier,
during Reza Shah’s rule, industrial development had also been a top priority.
In both cases, the inspiration stemmed largely from observing Germany’s
economic transformation. Notably, the German economist Hjalmar Schacht
was invited to Iran in both periods to provide economic advice and planning
support. However, the critical difference in Mosaddegh’s era lay in the strategic
context: industrial policy was not pursued in isolation but rather embedded
within a larger, holistic economic framework-the oil-free economy. This
overarching strategy informed all sectors of national planning and defined
the government’s approach to development. It was backed by a cohort of
technocrats who believed that Iran’s economic sovereignty required bold new
thinking, especially amid the collapse of oil revenues. The present research
aims to evaluate the alignment of Mosaddegh’s industrial policies with the
core principles of the oil-free economy strategy. To do this, the study adopts
a descriptive-analytical research method. First, it conducts a descriptive review
of Mosaddegh-era industrial policies, relying on underused archival sources,
economic reports, government decrees, and parliamentary records from the
early 1950s. Then, it moves to an analytical phase, evaluating the effects and
implications of these policies on Iran’s industrial development. Particular
attention is given to identifying both the achievements and the contradictions
that emerged during implementation. For example, while industrial growth was
notable, questions remain about the level of dependence on foreign capital,
technical expertise, and imported machinery. By analyzing these elements, the
research is aimed at offering a nuanced understanding of whether Mosaddegh’s
industrial policies truly advanced the vision of an oil-independent economy-or
whether, in practice, they reproduced new forms of economic dependency
under the guise of independence.

Results and Discussion

This research has sought to examine, in a detailed and structured manner, the
full set of industrial policies implemented by the government of Mohammad
Mosaddegh. These policies formed a subset of the broader economic measures
undertaken to execute the “oil-free economy’ strategy, which was seen as a way
out of the economic crisis imposed by international oil sanctions. By studying
historical documents, economic reports, and data from that period, the study has
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highlighted the short-term but measurable impacts of these industrial policies,
even within the limited lifespan of Mosaddegh’s administration. Concrete shifts
were evident in the industrial sector. The government’s deliberate focus on
activating domestic industry produced marked improvements in industrial output
and performance. There was a notable surplus in non-oil trade, an increase in the
production levels of key manufactured goods, growth in the number and capacity
of workshops and industrial plants, a rise in mining operations, and an overall
surge in investments across various industrial sub-sectors. These outcomes point
to a policy direction that, at least initially, yielded productive results aligned with
the intended economic recovery. However, when examined more deeply, these
policies also reveal certain inconsistencies and contradictions in relation to the
broader principles of the oil-free economy. These contradictions were not widely
acknowledged at the time, due to the government’s focus on escaping immediate
economic collapse. Yet, they remain critical to understanding the longer-term
implications of Mosaddegh’s strategy. One of the key contradictions lies in the
financial foundations of industrial expansion. Despite aiming for independence
from oil revenue, the government turned early on to foreign financial aid-
particularly from the United States-through programs like the Truman Doctrine’s
Point Four initiative. A significant share of funding for industrial development
thus came from international assistance rather than domestic sources. Besides,
large volumes of industrial equipment and machinery were imported from
foreign countries. In several cases, raw materials and primary exports from Iran
were bartered or sold in exchange for industrial tools and technologies. This
pattern reinforced a dependency on external economic systems, undermining
the spirit of the oil-free economy’s original goal: autonomy. Another notable
issue was the reliance on foreign expertise. The government entrusted many
critical phases of industrial development to foreign engineers, technicians, and
consultants. While this reliance was not unprecedented in Iranian history, it
expanded significantly during Mosaddegh’s tenure. The result was an increase
in assembly-based industries and imported production models, which did not
encourage sustainable, locally rooted technological or scientific independence. In
essence, this aspect of Mosaddegh’s industrial strategy not only failed to reduce
Iran’s dependency on foreign powers but also shifted that dependency-from
the British-dominated oil industry to other sectors dominated by new foreign
actors, particularly the United States. Therefore, some industrial policies-though
well-intentioned-stood in clear tension with the very strategy they were meant
to advance.
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Conclusions

The industrial policies pursued under Mohammad Mosaddegh’s administration
proved to be a double-edged sword, producing both constructive achievements
and unintended setbacks. This research has attempted to present a balanced
evaluation of both the strengths and weaknesses of these policies, particularly
within the framework of the broader oil-free economy strategy. On the one
hand, the administration succeeded in sparking industrial growth within a
remarkably short period. Statistical improvements in production, trade balance,
investment, and factory output suggest that the government’s policy focus bore
tangible results and held potential for further success, had the administration
lasted longer. On the other hand, these developments did not result in a
fundamentally self-reliant industrial system. The government lacked access to
essential resources such as sufficient domestic “capital”’, advanced “technology”,
and an “experienced technical workforce”. As a result, rather than reducing
Iran’s reliance on foreign entities, the government simply redirected it-from
dependence on British oil interests to new industrial dependencies, particularly
involving the United States and other foreign suppliers and advisors. Ultimately,
the long-term effects of this shift in dependency became more evident in the
years following Mosaddegh’s fall from power. The policies he initiated did not
tully fulfill the promise of economic independence that the oil-free economy
had set out to achieve.
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