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The digital economy, as one of the primary drivers of economic transformation, provides
unique capacities for enhancing productivity, reducing transaction costs, creating added
value, and reshaping market structures. Meanwhile, developing countries, particularly
Iran, despite possessing human, technological, and demographic advantages, face multiple
and complex obstacles in optimizing these capacities. The present study, drawing upon the
theoretical framework of Neoliberal International Political Economy(IPE) and employing
a quantitative method with a descriptive-analytical approach, comprehensively examines
the structural, institutional, and policy challenges affecting the development of Iran's
digital economy. Research findings indicate that the persistence of state-centric
interventions, monopolistic structures, non-transparent policymaking, the absence of
independent regulatory institutions, and international sanctions are the most significant
deterrents to realizing fundamental neoliberal components, such as genuine privatization,
deregulation, attracting foreign capital, and integration into global economic chains. The
findings suggest that Iran's digital ecosystem, rather than following a targeted, policy-
driven transformation model, has primarily experienced episodic growth in reaction to
external crises and emergency conditions, including sanctions, the COVID-19 crisis, and
inflationary pressures. Weaknesses in communication infrastructure, disruptions in data
governance, limited access to emerging technologies, and an uncertain investment climate
have led to reduced competitiveness of the digital ecosystem and human capital flight. In
such a context, the private sector, owing to its structural dependency on state and quasi-
state institutions, has also failed to play an effective role in the sustainable development of
this domain. Accordingly, the research concludes that sustainable transformation in Iran's
digital economy necessitates redefining the role of the state, reducing institutional
stewardship, ensuring regulatory transparency, and strengthening and expanding
international cooperation. Only through the acceptance of market economy logic and the
implementation of neoliberal principles within an indigenized framework can Iran's digital
economy be expected to move towards global competitiveness and inclusive growth.
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1. Introduction

The digital economy, as one of the primary drivers of contemporary economic
transformations, provides unique capacities for enhancing productivity, reducing transaction
costs, and creating added value. In this context, Iran, despite possessing considerable
potential-such as a young population, a high ranking in technical and engineering graduates,
and high mobile penetration-faces multiple and complex obstacles in optimizing these
capacities. Structural barriers, inefficient policymaking, extensive state interventions,
international sanctions, and restrictive regulatory policies have severely slowed the
development of this sector. This research addresses the main question: Given the high
importance of the digital economy in enhancing GDP, why has Iran's digital economy failed
to achieve success commensurate with its potential? The research hypothesis posits that a
combination of extensive state interventions, inefficient regulatory policies, infrastructural
limitations, and sanctions has been the most significant barrier. Furthermore, existing
progress has not been based on targeted planning but has occurred mainly in reaction to
emergency conditions, such as the COVID-19 crisis, sanctions, and inflationary pressures.

2. Theoretical Framework

The present study is grounded in the theoretical framework of Neoliberal International
Political Economy(IPE). This theory, rooted in the principles of economic liberalism,
emphasizes the free market, reduced state intervention, privatization, and deregulation. It
posits that minimizing the state's role and strengthening competition leads to optimal
resource allocation, increased productivity, and sustainable growth. This framework
provides an analytical tool to assess the impact of economic policies on digital economy
development. In this research, the theory is used to causally analyze the relationship
between the state-centric structure of Iran's economy and the inefficiencies of its digital
ecosystem. In other words, the paper analyzes how the absence of fundamental neoliberal
components(such as genuine privatization, deregulation, attracting foreign capital, and
integration into the global economy) has hindered the realization of Iran's digital economy
potential.

3. Research Methodology

This study employs a quantitative method integrated with a descriptive-analytical approach.
Data were collected through library resources, official domestic and international reports,
and policy analyses. Data analysis was conducted through theoretical deduction, structural
explanation, and examination of the correlation between key variables(including state
interventions, sanctions, infrastructure quality, and private sector performance). It is
noteworthy that the quantitative method herein is not solely focused on statistical
calculations; rather, by focusing on causal analysis and data-driven interpretation, it serves
to precisely explain the institutional, legal, and policy processes affecting digital economy
development.

4. Discussion and Findings

The research findings indicate that the development of Iran's digital economy faces deep
structural, institutional, and policy barriers that are in direct conflict with the principles of
the neoliberal theoretical framework.

State Intervention and Private Sector Weakness: The most significant barrier is the
persistence of state-centric interventions, monopolistic structures, non-transparent
policymaking, and the absence of independent regulatory institutions. Contrary to the
neoliberal model, a genuine and competitive private sector has not formed in Iran. The
existing private sector, due to its structural dependency on state and quasi-state institutions
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and the monopolistic advantages enjoyed by quasi-state companies, has failed to play an
effective role in sustainable development.

4.1 Infrastructural Challenges and the Internet

Findings confirm severe weakness in the communication infrastructure. Iran ranks 102nd in
the ICT infrastructure index and holds a critical position of 211th out of 237 countries in
average internet speed. This weakness, combined with extensive filtering policies-which
contradict the principle of free data flow in the neoliberal model-has resulted in massive
losses(estimated at $1.5 billion ) and has harmed 95% of online businesses.

4.2 Sanctions and Policy Instability

International sanctions, by blocking the exchange of technology, knowledge, and foreign
capital, have been a primary obstacle to Iran's integration into global economic chains.
Domestically, an uncertain investment climate, resulting from complex and variable
regulations, policy instability, and a lack of legal transparency, has sharply increased the
risks of economic activity.

4.3 Reactive Growth and Capital Flight

The findings support the research hypothesis: Iran's digital ecosystem, rather than following
a targeted, policy-driven transformation model, has primarily experienced episodic and
emergency-driven growth in reaction to external crises(such as sanctions, the COVID-19
crisis, and inflationary pressures). This situation, alongside other barriers, has led to reduced
ecosystem competitiveness and intensified human capital flight.

5. Conclusion

The research concludes that the current development path of Iran's digital economy is in
clear conflict with the fundamental principles of the neoliberal approach(including
privatization, free competition, deregulation, and global integration). The primary barriers
identified include extensive state intervention and monopolistic structures, an uncertain
investment climate, and an effective disconnection from global chains due to sanctions.
Accordingly, sustainable transformation in Iran's digital ecosystem necessitates a
redefinition of the state's role, a reduction in institutional stewardship(tasaddigari),
regulatory transparency, the strengthening of communication and technological
infrastructure, and, finally, the expansion of targeted international engagement. This study
emphasizes that only through the acceptance of market economy logic and the
implementation of neoliberal principles within an indigenized framework can Iran's digital
economy be expected to move onto a path of global competitiveness and inclusive growth.
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