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Extended Abstract

Introduction

The ability of governments to resolve individual and collective
conflicts depends on their institutional capacity. In the modern
era—unlike the pre-modern period—societies have undergone
profound, complex, and highly specialized transformations.
These changes have been driven by developments such as the
Industrial Revolution in the economic sphere, the Renaissance
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and broader processes of modernization in the cultural sphere,
and urbanization in the social sphere. As a result, both the
number and the nature of social conflicts and public demands
placed on governments have expanded significantly in
quantitative and qualitative terms. To address these growing
and increasingly complex challenges, governments themselves
must evolve. One of the key requirements of such development
is structural differentiation: the political institution of the state
should focus exclusively on political affairs while delegating
non-political functions to specialized institutions. Institutional
specialization  enhances capacity and effectiveness.
Strengthening the capacity of the state’s political institution
increases governmental efficiency, which in turn contributes to
the stabilization of the prevailing political order.

Many studies have examined the issue of structural
differentiation in the Islamic Republic of Iran, mostly
attributing the weakening of structural differentiation primarily
to the rentier nature of the state. While oil revenues have
undoubtedly contributed to this situation, evidence suggests
that oil alone cannot fully explain it. Some oil-rich countries
exhibit much better separation of powers, while certain
countries without oil wealth show even weaker differentiation
than Iran. This indicates that the mere presence of oil rents is
insufficient to account for structural differentiation. Unlike
previous studies, which attribute the problem to an external,
non-political factor, the current research aimed to approach the
challenges of structural differentiation from a political
perspective.

Available evidence suggests that following the 1979
Revolution, structural differentiation in the Islamic Republic of



249 | Kalate & Dinparast

Iran has not improved,; rather, it has intensified in the opposite
direction. Indeed, some scholars describe Iran’s economic
system using terms such as state capitalism, crony capitalism,
quasi-state capitalism, and private-cum-public (or khusulati).
Against this backdrop, the current research tried to explain the
state of structural differentiation in the Islamic Republic of
Iran—specifically, why the current situation emerged. In other
words, what factors have led to the extensive intervention and
dominance of political power over economic power in the
Islamic Republic of Iran?

Materials and Methods

The present study used the documentary method to collect the
data. Moreover, the process-tracing method was employed to
analyze and evaluate the data. Process tracing is a technique
that allows researchers to examine the specific mechanisms
through which an independent variable influences a dependent
variable. Causal mechanisms refer to the processes or
intermediary factors through which an explanatory variable
produces an effect on the dependent variable. This method is
particularly appropriate because the emergence of institutions
is both contextual and time-dependent, influenced by multiple
interacting factors. The study considered Iran as the unit of
analysis, and the time frame covered a period of the Islamic
Republic (i.e., 1978-1991). The observation units were key
political events, including the 1978 Islamic Revolution, the
establishment of the Islamic Republic’s political system, and
the process of drafting and approving the Constitution of the
Islamic Republic of Iran. The measurement unit focused on the
degree of separation between political power and economic
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power.

Results and Discussion

Global indicators were used to assess the separation of political
power from economic power in Iran during the Islamic
Republic. Scores for the relevant period were aggregated, and
the average was calculated by dividing the total by the number
of years. The results indicated that the separation of political
power from economic power in the Islamic Republic generally
falls within the unfree category.

Table 1. Status of Structural Differentiation in the Islamic Republic of
Iran

Bertel
ertelsmann 16 years (from

Transformation 118 45.2 Unfree
Index (BTI) 2005 to 2020)
Index of
Economic 26 years (from
Freedom by the 1996 to 2021) 1104 @ 46.42 Unfree
Heritage
Foundation
Legatum 14 years (from
Prosperity Index = 2007 to 2020) 254 18 Unfree
. 23 years (from
Freiii?)r;gn;;cthe 2000 to 2018 Relativel
World by the and 1980, 119 17:5 unfree ’
Fraser Insytitute 1985, 1990,
1995)
Government
. 42 years (from Relatively
Ownership of the 1979 to 2020) 5568 63.1 unfree
Economy

Source: Research findings
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The Constitutional Revolution is widely regarded as the
starting point of state modernization in lIran. However, the
country’s economic and social structures, combined with the
authoritarian modernization approach of the Pahlavi regime,
led to an expansion of state ownership, responsibilities, and
powers in the economic sphere. Following the 1979 Islamic
Revolution, despite widespread opposition to the previous
political order and minor differences among political forces
regarding the nature of the new system, most factions—
considering the prevailing institutional context—supported the
state’s involvement in the economy to varying degrees. Several
factors contributed to this trend. The limited theoretical and
practical knowledge of political actors regarding economic
management, the rentier nature of the state, and the outbreak of
the Eight-Year War all played a role in weakening structural
differentiation. After the establishment of the new political
order, the relative increase in political and economic benefits
resulting from state-centered economic organization
encouraged supporters of the ruling system not only to resist
structural reforms aimed at improving the separation of
political and economic power but also to further expand state
ownership—mostly owing to the unequal distribution of
political power between elected and appointed political
entities. Consequently, the economy became increasingly state-
controlled, and the majority of economic resources fell under
government management.

Conclusion
The non-uniformity within the state and the conflict between
the elected and appointed branches over the distribution of
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political power have played a major role in opposing the
separation of powers and in reinforcing the state-owned
economy. Political power seeks to manage and control citizens’
bio-politics by dominating their economic and bio-economic
resources. From the late 1990s onward, the influence of
ideological beliefs on the state-owned economy has
diminished, while economic and political interests have
become the primary drivers sustaining and reinforcing the
existing system. At the same time, given current data and the
economic conditions of society, it appears the current situation
is unsustainable and requires fundamental reforms. However,
any attempt to implement such reforms will depend on
managing conflicts of interest and securing consensus among
the society’s political and instrumental elites. Otherwise, the
state’s capacity to meet public demands will decline, societal
dissatisfaction will increase, and conflict between the state and
society will intensify—thus posing serious challenges to the
stability and continuity of the political system.

Keywords: Political development, structural differentiation,
political ~ structure,  economic  structure, political
institutionalism, Islamic Republic of Iran
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