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ABSTRACT

Growth and development are among the most significant contemporary challenges facing developing societies, as
they both reflect the level of political, economic, and social cohesion and stability, and demonstrate the existing
human, political, and economic capacities within these societies. The factors preventing the achievement of
economic development goals in Iran are associated with multiple variables. This study, aiming to analyze the
deficiencies of the decision-making processes in economic development programs from the perspective of public
policy, examines the Khatami and Ahmadinejad administrations. The central research question is: What
deficiencies have the decision-making processes in Iran’s economic development programs faced from the
viewpoint of public policy during the Khatami and Ahmadinejad administrations? The main hypothesis is that both
administrations encountered the challenge of multiplicity of decision-making centers; however, the Khatami
administration benefited from a greater degree of economic liberalization, whereas the Ahmadinejad
administration adopted a slogan-driven justice-oriented approach. This research is fundamental in nature and has
been conducted using a descriptive-analytical approach and a case study method. Qualitative research tools such as
collecting and reviewing printed sources, economic documents, economic and political narratives, as well as
analyses and interpretations within the timeframe of the two administrations, were employed. The findings reveal
that several key strategies can play a significant role in improving decision-making processes; if implemented
simultaneously and integrated into the system, these strategies can lead to transparent and sustainable change in
the development process. The objective of the study is to provide description, decomposition, analysis, and inference
of the relationships among the available data, and to assess the degree of influence among variables in order to
identify deficiencies and ultimately offer practical recommendations.
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EXTENDED SUMMARY
Introduction
The issue of economic development has long been recognized as a central challenge for developing
nations, given its close ties with political stability, social cohesion, and long-term sustainability. In
the context of Iran, the process of development policy-making has been significantly shaped by the
interplay of political ideology, economic priorities, and the role of elites. The present study focuses
on the pathology of economic development policy-making in Iran through a comparative lens,
examining the two major reformist and conservative administrations of Mohammad Khatami (1997—
2005) and Mahmoud Ahmadinejad (2005-2013). Each administration embodied distinctive
approaches to governance, decision-making, and economic policy orientation, which resulted in
markedly different outcomes and challenges. Khatami’s administration leaned toward economic
liberalization, privatization, and attracting foreign investment, while Ahmadinejad emphasized
justice-based populist slogans, expansion of government expenditures, and resistance to external
pressures. The theoretical framework integrates public policy theories, including multi-level and
networked policy-making, with modernization and dependency theories of economic development.
At the macro level, the formulation of strategies for growth and resource allocation was crucial, while
at the meso level, medium-term plans and budgetary structures guided implementation, and at the
micro level, project execution and monitoring reflected the institutional capacities of each
government. Moreover, the research adopts a qualitative methodology using descriptive—analytical
case study design, relying on official documents, archival economic data, and political narratives,
analyzed through thematic and content analysis methods. The guiding question is: what deficiencies
plagued the decision-making processes of economic development programs in the Khatami and
Ahmadinejad administrations from the perspective of public policy? Prior literature emphasized
structural weaknesses in Iranian planning, including paradigm-level ambiguities (Hatami, 2017),
insufficient integration of welfare-oriented indicators (Saifouri et al., 2020), and elite-driven policy
choices (Pourahmadi, 2005), which set the background for assessing the two administrations. By
synthesizing these theories and empirical observations, this study develops a conceptual model
linking macroeconomic strategies, resource allocation, governance transparency, and socio-
economic outcomes.
The comparative evaluation highlights stark differences in orientation and results. Under Khatami,
economic reforms centered on privatization, reduced state intervention, lower inflation, and
increased exports, which reflected an effort to integrate Iran into global markets and empower the
private sector (Nademi, 2005). This approach produced measurable gains, including growth in non-
oil exports from $13.6 billion to $22.6 billion (Akhavan-Kazemi et al., 2018), lower fiscal deficits, and
improved foreign investment attraction. The government also attempted to foster participatory
decision-making, engaging elites and experts in consultative councils (Zibakalam et al., 2010), which
enhanced transparency and generated better-quality policy outcomes. By contrast, Ahmadinejad’s
administration pursued a statist model that expanded public spending, widened subsidies, and
prioritized domestic production. His policies boosted short-term consumption and supported
vulnerable groups but increased inflation, widened budget deficits, and reduced foreign investment.
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Inflation rose to 25% by 2012 (Alizadeh-Sarokelai et al., 2020), while the fiscal deficit reached 4.7%
of GDP (Malekpour & Matlabi, 2020). Ahmadinejad’s reliance on a narrow decision-making circle
marginalized expert voices and reduced accountability, resulting in less sustainable outcomes.
Although his administration managed to increase Iran’s share in global oil markets temporarily,
sanctions and structural inefficiencies undermined these achievements (Aboozarilotf, 2014). Thus,
while both administrations confronted the structural challenge of multiple decision-making centers
and bureaucratized governance, Khatami’s inclusive and liberalized approach generated relatively
more sustainable gains, whereas Ahmadinejad’s populist policies heightened macroeconomic
instability.

The study also explores the implications of social development approaches on economic outcomes.
According to the literature on social development, indicators such as social capital, neighborhood
quality, and trust play a critical role in shaping economic progress (Karimi-Ketayounche et al., 2021).
Khatami’s reforms aimed to balance economic growth with social equity, emphasizing justice in
wealth distribution while fostering pluralism in decision-making. Ahmadinejad, on the other hand,
drew on a discourse of resistance and populist redistribution, portraying his policies as directly
benefitting the poor but often undermining long-term structural reforms. Scholars highlight that
external aid and development assistance in fragile contexts often create dependency and limit
endogenous capacity (Saifouri et al., 2020), which resonates with Ahmadinejad’s expansionary fiscal
strategies. Additionally, Khatami’s administration showed greater alignment with modernization
theory, seeking to adopt globalized economic models and integrate into international systems,
whereas Ahmadinejad’s orientation reflected elements of dependency theory, resisting external
economic pressures and emphasizing state-centric autonomy. Both approaches, however, were
constrained by domestic institutional inefficiencies, entrenched bureaucracy, and corruption,
particularly pronounced in Ahmadinejad’s period, where opaque allocation of resources and
politicized appointments intensified governance pathologies (Shahbazi & Golshani, 2016). This
reinforces the importance of governance transparency, expert involvement, and structured
monitoring mechanisms as prerequisites for sustainable development.

The empirical findings further illustrate contrasting trajectories in macroeconomic indicators.
Khatami’s policies reduced inflation from 25% to 15%, improved budget balances, and increased
foreign direct investment inflows, rising from $1.2 billion to $2.2 billion (Nademi, 2005).
Ahmadinejad’s term reversed many of these gains, with inflation climbing, fiscal imbalances
widening, and external debt swelling to $150 billion by 2013 (Malekpour & Matlabi, 2020). While
both administrations failed to significantly reduce dependence on oil revenues, Ahmadinejad’s
policies aggravated fiscal vulnerability by expanding recurrent expenditures without sustainable
revenue sources. His administration’s failures were compounded by sanctions, which restricted
access to international financial systems and discouraged foreign capital. Moreover, decision-
making styles differed fundamentally: Khatami’s inclusive approach relied on elite and expert input
(Zibakalam et al., 2010), while Ahmadinejad centralized power, sidelined institutional checks, and
prioritized ideological loyalty over technical expertise. These differences had tangible outcomes in
terms of public trust, transparency, and policy effectiveness. Indeed, Ahmadinejad’s slogan-driven
justice orientation produced fragmented programs lacking institutional grounding, while Khatami’s
liberalization created pathways for more systemic, though incomplete, reforms. The contrast
highlights the crucial role of governance style in mediating economic outcomes, especially in contexts
of external vulnerability and internal institutional fragmentation.
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At a broader level, the pathology of Iran’s development policy-making process under both
administrations lies in structural constraints: the multiplicity of decision-making centers, the
bureaucratization of governance, and the absence of coherent long-term planning. Khatami’s
administration attempted to address these weaknesses by empowering private sector actors,
institutionalizing consultative bodies, and pursuing global integration, though it fell short of
reducing oil dependency and achieving fiscal stability. Ahmadinejad’s populist approach, in contrast,
exacerbated structural vulnerabilities through expansive subsidies, opaque governance, and reduced
reliance on expert input, culminating in higher inflation, fiscal deficits, and external debt. Both
administrations faced international pressures—globalization dynamics for Khatami and sanctions
for Ahmadinejad—that shaped their economic strategies and constrained policy effectiveness. The
comparative analysis underscores the interplay of domestic political ideologies, institutional
weaknesses, and international constraints in shaping economic policy trajectories. Ultimately, the
study reveals that structural reform in governance processes, reduction of bureaucratic
inefficiencies, and inclusion of expert knowledge are vital for sustainable development. As the
evidence shows, inclusivity and transparency in policy-making correlated with more favorable
outcomes under Khatami, while centralization and opacity under Ahmadinejad intensified economic
vulnerabilities.

In conclusion, the extended analysis of Iran’s economic policy-making under Khatami and
Ahmadinejad demonstrates how divergent approaches to governance and development yielded
distinct outcomes, successes, and failures. Khatami’s liberalization and participatory style generated
greater economic stability, higher non-oil exports, and improved fiscal performance, albeit with
persistent dependency on oil and limited success in full-scale privatization. Ahmadinejad’s populist
and state-centric model initially boosted consumption and domestic production but ultimately
resulted in unsustainable fiscal imbalances, rising inflation, and weakened international economic
standing. Both governments faced common structural barriers, such as multiple and competing
decision-making centers, entrenched bureaucracies, and corruption, yet their distinct policy styles
produced contrasting impacts on growth, inflation, and fiscal health. The broader pathology of
development policy-making in Iran reflects the absence of a coherent, transparent, and long-term
strategy that transcends ideological divides and fosters institutional resilience. Sustainable progress
requires transparent governance, integration of expert knowledge, diversification of the economy
beyond oil dependency, and coherent multi-level policy frameworks that balance macroeconomic
stability with social development. The comparative lessons from the Khatami and Ahmadinejad
administrations underscore the imperative of institutional reform and highlight the risks of populist
economic strategies in fragile contexts.
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