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English Résumé

A Perspective on Endogenous Development
in the Middle East :

Economic Liberalization in Iran

by Hideko IWAI

The purpose of this paper is to discuss and analize the trend of
endogenous development in the Middle East with special reference to
the background to economic liberalization in the Islamic Republic of
Iran and the main content of those policies.

After the 1980s, the international trend of economic liberalization
has reflected on the macro-economic policies of the leading countries in
the world. This world-wide trend of economic liberalization is closely
related to the transformation of international political order, that
began in the Soviet Union in the middle of the 1980s. It is generally
considered that the equilibrium which is assumed to be a function of self-
adjustment of the market economy can also be applied to international
relations. However, it should be pointed out that the notion of the
market economy is deeply rooted in capitalism. At the same time, we
must remember that the modern market economy has been developed
along side that of the nation-state system. Moreover, it should be noted
that during the past decade the concept of the nation-state has come

into question, consequently the modern market system also has become
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the subject of re-examination.

As is generally known, Iran declared the establishment of the new
government of the Islamic Republic after the Revolution in 1979. Its
slogan, “Neither East nor West, but Islamic Republic” was a new
formulation. The idea behind it was considered a menace to the
international order, which had persisted in the relationship between the
East and the West. The uncompromising attitude of Ayattollah
Khomeini toward the superpowers was considered eccentric, but it was
very influential in a number of Islamic societies. Subsequent to the
establishment of the Islamic Republic, several countries in the West
attempted an economic and political blockade of Iran in order to
maintain the existing international order.

It can be said that in a sense the isolated situation of Iran in the
international economy had a rather positive effect on Iranian economy,
whereas people’s life faced many difficulties and inconvenience in the
short term. In other words, despite the economic recession due to the
Revolution, the war, the world-wide reduction in oil revenue and the
invisible pressure of external powers, Iran has been able to keep a
independent position without accumulating any significant amount of
long-term foreign debt.

Concerning the notion of economic liberalization in Iran, it is
necessary to look into the inner aspects of Iranian society, especially its
endogeneous aspect. In so doing, it is important to examine the
meaning of economic liberalization in Iranian society as well as in the
Middle Eastern societies, because such a notion is closely bound to the
socio-cultural fundamentals in the region.

At present, especially since the Gulf War, Iran is expected to play
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a more important economic role in the Middle East. Actually, Iran has
become very active in offering contracts for the development of heavy
industry projects with Japan and Europe, Germany in particular. This
tendency is considered strengthened because of the economic recession
in the Gulf countries, and also because of the domestic demands for
economic reconstruction in Iran. It seems that the economic policies of
the Iranian government are aimed at growth - oriented economic
development. Although the economic growth-oriehted policies are
highlighted for the time being, it seems inadequate to judge from this
situation alone that rapid economic development is the supreme goal of
Iranian society, because the economic policies in Iran often emphasize
that economic development must be achieved along with independence.
At the same time, the importance of self-sufficiency and self-reliance
is repeatedly stated. However, this does not mean rejection of the
international economic interdependence or support for isolationism or
protectionism. This assertion of economic independence reflects the
Iranian experiences before the Revolution and the problems with which
many developing countries are confronted today. That is to say, there
is a danger that the open policy is apt to cause the domestic economy
to deteriorate and even to become subordinate to others, in cases where
such a policy is adopted only as a result of international pressure for so-
called “liberalism” or “interdependence” in international economy. It
should be noted that economic independence of each country or region
is a prerequisite for the participation in such international economic
order.

As far as the economic policies of the present Iranian government

are concerned, it is said that those are factionalized and relate to
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several groups within the Iranian leadership such as pragmatists, hard-
liners, radical and traditionalists, even though it would appear that
none of the descriptions represents the characteristics of each group.
What is more important here is to place each of the groups within the
context of Islam. For example, the term, “pragmatist” suggests a
person whose acts are based on practical and secular demands, regard-
less of the sacred and mythical ordinances of religion. However, this
kind of dichotomy of sacred vs. secular is not applicable to Islam since
in Islam there is no such dualistic worldview. It should be stressed that
Islam is pragmatic in itself. This point can be made clearer by examin-
ing the nature and function of the Shart'ah, i.e. Islamic law. As far as
economy is concerned, in the context of Islam, demand must not be
based on greed or selfish desire, but on necessities of an individual as
well as the Ummah. However, among Muslims, the interpretation of
this necessity is diversified according to the grasp of the current
situation and the way the laws are interpreted. Thus, it can be said that
this kind of difference has bearing on the principles of economic
policies. On the other hand, as with economic principles, because the
understanding of the formation and function of the state in the Ummah
are also different in each group, the role of the state in relation to the
economic activities are also interpreted differently.

The present policies concerning the domestic economy are aiming
at achieving pluralistic form of ownership and management, i.e. a
mixture of the public sector and the private one. What is brought into
question at this point is whether Iran promotes economic reconstruction
through an open-door policy or not. What we have observed so far is

that being based on the policy of self - reliance, Iran has kept its
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economic independence by using very little foreign assistance, but
during the six months since the end of Gulf war it has taken a compara-
tive advantage of the situation and has become somewhat active in
inviting foreign capital. Although only the more programmes of large
scale and capital intensive industrialization in the Iranian economy
have tended to be highlighted by outside observers, it is also necessary
to examine the policy of “people’s participataion” for a better under-
standing of the inner and endogenous aspect of the economic develop-
ment in Iran.

In conclusion, it is necessary to consider the way in which the
Iranian economy might participate in the international economy in the
future.  In this respect, it is not enough to examine the former as a
closed system like a national economy. As pointed out before, since the
new form of the Islamic Republic is based on the concept of the Islamic
state, this state is not self-contained but is open to the Ummah. Thus,
inside the Ummah, even though the plural states exist, there is no
boundary in the sense of nation-state. The same is true of economic
activities. In principle, the borderless economic activities which are not
self-contained and exclusive, i.e. a real liberal economy, are encour-
aged in the Ummah.

Since the present Iranian regime is very cautious about ideological
and political submission to the West, which may be brought about again
through the economic subordination, this attitude is that they will open
their markets and cooperate with others as long as their economic
partners do not threaten Iranian economic, as well as political, indepen-
dence. Therefore, in observing the future of the liberalization of

Iranian society, it would be important to pay more attention to the
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relationship with non-capitalistic countries and with Muslims not only
in the Middle East, but also with those in the regions in Asia and the

former Soviet Union.
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