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ABSTRACT 

 
An in-depth analysis on Iran’s economy during Mohammad Khatami and 

Mahmoud Ahmadinejad’s periods of rule definitely require a focus on the power 

relations between the Sepah-e Pasdaran (Revolutionary Guards), Bonyad 

(Foundations) and Bazargan (Bazaar), which are actually the ramifications of the 

Supreme leader and the conservative regime forming a monopoly. Naturally, 

conservative power holders do not welcome any changes in this economic 

organization not to lose control of this monopoly. Hence, international isolation and 

the lack of foreign investment are actually to the advantage of these power-holders. 

They are practically pleased to be in control of these main institutions. Central 

planning and central authority (which are very strict about the rules and bans) 

supervises Iran’s economy. Countries such as Turkey have been trying to construct 

economic relations with Iran, in spite of the sanctions and embargos imposed, but 

these central limitations make economic relations harder, in addition to the security 

concerns of the foreign investors and businessmen. Beyond these structural 

problems; corruption and bribery have become unavoidable in Iran’s economic 

system and there are even judicial cases pertaining to bribery.  

At present, the main economic policymakers include the Supreme Council of 

Economy; Management and Planning Organization; Ministry of Economic Affairs 

and Finance; Central Bank of Iran; Coordination Headquarters for Economic Affairs; 

and Coordination Headquarters for Resistance Economy. However, it is not yet clear 

which one of these bodies is actually leading the direction of the national economy. 

During this article, I will analyse the economy of Islamic Republic of Iran in Khatami 

and Ahmadinejad, regarding inter-related angles such as financial management, 

international trade and international relations. The methodology of this paper is 

comparative analysis along with several graphs and tables. 
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Introduction 

Islamic Republic of Iran was established after the “Islamic Revolution” under the 

leadership of Ayatollah Khomeini and structured in accordance with Islamic principles. As its 

name implies, Islamic Republic of Iran is an Islamic state identifying itself with the Shia sect 

and is located in the Middle East with a significant history and background. In the Iranian 

constitution, it is declared that “[t]he official religion of Iran is Islam and the Twelver Jafari 

School” (Iranonline2, Article 12). A crucial consequence of this is that the first and foremost 

condition of simply being actively included in politics in Iran – let alone coming to power – is 

to demonstrate absolute obedience to the regime. This so-called ‘demonstration process,’ 

comprises glorification of the Supreme Leader –velayet-i faqih –the Jafari school and Islamic 

law. 

Iran’s notable history may well be argued to be associated with its knife-edge geostrategic 

location. Throughout its history, Iran – as a challenger against the prevailing Western hegemony 

– has undertaken large-scale changes in its policies depending on the conjuncture of the world 

politics as well as internal dynamics of the homeland. In that vein, consecutive Iranian 

governments have had to make political decisions under both regional and international 

circumstances, always taking into account the state’s long-term objectives. In principle, it is 

next to impossible for any country to follow a foreign policy irrespective of the circumstances 

beyond its borders. However, policy development processes in Iran have apparently been 

shaped by the drive of domestic components per se. In other words, Iran’s foreign policy implies 

deepreflection of prevailing government’s predilections, choices and overall inclination.   

When Khatami and Ahmadinejad were in power for two successive terms between 1997 

and 2013, Turkey’s Erdoğan government was also in power during almost the same years. In 

light of this information, this comparative study aims to analyze the roles of various important 

political actors as well as government leaders in national and international politics. It is critical 

at this point to note that the leaders in question were each at different positions in their countries 

during the given years: Mohammad Khatami and Mahmoud Ahmadinejad, who are among the 

focal points of this study, were Presidents in Iran, whereas Recep Tayyip Erdoğan was Turkey’s 

Prime Minister. This difference in the titles of political leaders of the two countries results from 

their differing regimes: The head of government is referred to as “President” in the former 

country, while it is “Prime Minister” in the latter. Thus, it is useful to keep in mind the reason 

why they have different titles as heads of government, while underlying their parallel roles in 
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politics. Another noteworthy difference between the two countries is that Turkey does not have 

any Supreme-Religious Leader as in Iran with the authority to be determinant in both religious, 

political, and economic affairs. During this article, I will analyse the economy of Islamic 

Republic of Iran in Khatami and Ahmadinejad, regarding inter-related angles such as financial 

management, international trade and international relations. The methodology of this paper is 

comparative analysis along with several graphs and tables. 

The Components of Iran’s National Economy 

An in-depth analysis on Iran’s economy during Mohammad Khatami and Mahmoud 

Ahmadinejad’s periods of rule definitely require a focus on the power relations between the 

Sepah-e Pasdaran (Revolutionary Guards), Bonyad (Foundations) and Bazargan (Bazaar), 

which are actually the ramifications of the Supreme Leader and the conservative regime 

forming a monopoly. Naturally, conservative power holders do not welcome any changes in 

this economic organization not to lose control of this monopoly. Hence, international isolation 

and the lack of foreign investment are actually to the advantage of these power-holders. They 

are practically pleased to be in control of these main institutions. Moreover, central planning 

and central authority (which are very strict about the rules and bans) supervises Iran’s economy. 

Countries such as Turkey have been trying to construct economic relations with Iran, in spite 

of the sanctions and embargos imposed, but these central limitations make economic relations 

harder, in addition to the security concerns of the foreign investors and businessmen. Beyond 

these structural problems; corruption and bribery have become unavoidable in Iran’s economic 

system and there are even judicial cases pertaining to bribery.  

As can easily be anticipated, one of the main economic targets of the Iranian regime is to 

dominate the Iranian market, from production to distribution. There are certain significant 

indirect partners of the Iranian economy, one of which is the bonyad. Bonyad is an Islam-based 

foundation and there are plenty of bonyads around the country with their rich budgets 

subsidized by the regime in return for direct support and loyalty. Furthermore, the 

Revolutionary Guards have always increased their impacts on the state, including the economy. 

Although Khatami governments attempted to limit the Guards’ role, they took harsh precautions 

against such attempts with help of the Supreme Leader, Khamenei. Similarly, it is often argued 

that the election of Ahmadinejad as the President after Khatami was the result of the 

comprehensive efforts by the Revolutionary Guards with the approval of Khamenei in order 

not to confront the problem of conflicting authorities anew. In return, Ahmadinejad granted 
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substantial power to the Guards who functioned as his assistants. Today, the Revolutionary 

Guards continue to live this comfort granted by the vast privileges of the President. “The 

Revolutionary Guards have many companies like construction, natural gas, petroleum, and 

telecommunication companies” (Taşkın, 2014: 261).  

 On the other hand, the ones regulating the Iranian economy appear different on paper, as 

can be seen below:  

At present, the main economic policymakers include the Supreme Council of Economy; 

Management and Planning Organization; Ministry of Economic Affairs and Finance; Central 

Bank of Iran; Coordination Headquarters for Economic Affairs; and Coordination Headquarters 

for Resistance Economy. However, it is not yet clear which one of these bodies is actually 

leading the direction of the national economy (Ramazani, 2015).  

 Unemployment may be regarded as the Achilles heel of the Iranian economy: In that, 

there are millions of unemployed young Iranians and the biggest problem is the majority of the 

population is composed by the young. The youth cannot be adequately transformed into work 

force. They can contribute to national economy, but international sanctions and undeveloped 

standards of economic fields hamper their productivity, which is a question of the relations 

between infrastructure and superstructure. Economic performance of a government may best 

be assessed through looking at unemployment rates, since unemployment bears the capacity to 

undermine political and social stability.   

 General Overview and Bilateral Relations in Khatami Period 

Mohammad Khatami was the “smiling face” of post-revolutionary Iran. In August 1997, 

Iranian voters decided for a more reform-oriented and a new way of life and elected him as 

president with great hopes. And in 2001, Iranians elected him again for the second term. This 

was the second and last chance to put the reformist projects into practice, which would be 

transformed into disappointment actually. After Khatami’s 1997 election victory, the 

conservative front confronted failure in 1998 local elections, 2000 parliamentary elections, and 

finally in 2001’s presidential elections. However, the parliamentary elections in 2004 drew 

another picture and after banning many reformist candidates, conservatives took the majority 

of the Islamic Majles. “Conservatives who blocked Khatami’s all laws due to potential of 

systemic transformation, took the control of the Majles in 2004 by deepening their counter 

attacks” (Taşkın, 2014: 220). The presidential election in 2005 was a kind of a herald of the 
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conservative victory: Ahmadinejad being the president and forming the government. Although 

both Khatami and Ahmadinejad actively supported the Islamic Revolution with reference to 

Khomeini’s slogan, “neither the East nor the West; [but only] the Islamic Republic”, Khatami 

is observed to be more focused on the West, while Ahmadinejad’s focus was the East and the 

Islamic world. 

According to Keneş (2013: 310), before handing over the presidency to Ahmadinejad, 

Khatami presented related figures on economic situation of the state as follows: Unemployment 

rate as 10,3%; economic growth rate as 5,4%; inflation rate as 14,1%; increase in population as 

1,6%; and social welfare growth rate as 6%. However, independent sources (such as Tehran 

Bureau and web blogs) indicate that the inflation rate was way higher than the figures shared 

by official sources. As a matter of fact, unemployment and inflation have been two main 

problems the post-revolutionary Iranian economy must encounter.  

 Even though the regime named the Iranian economy the “resistance economy” in the 

sense that it resisted the “Great Satan,” this name seems to be given to manipulate the 

perceptions. The reason for this argument is that there is evidence to communications between 

post-revolutionary Iran and the West through certain strategic and pragmatic actions. On the 

other hand, Iran’s loneliness or isolation in the international economic area is not a unilateral 

consequence; it is mostly a consequence of the decision by the United States and its allies. 

American policy regarding the Iranian economy has been to isolate it from the international 

market; control its import-export relations, impose comprehensive sanctions on it, so on and so 

forth. American President Clinton approved the embargo law in 1995. The European Union 

also joined this embargo, dictated by the United States, and implemented sanctions toward Iran. 

“The biggest economy, which was isolated from World Trade Organisation is Iran” (Özpek-

Şen, 2016: 60). Iran is a member of the United Nations and OPEC on the one hand, and Non-

aligned Movement as well as the Organization of Islamic Cooperation, on the other. Therefore, 

Iran can be identified as neither an isolated country nor a Western ally.   

Despite internal and external pressures, some reforms, which enhance economic and 

political freedoms, were enacted.  After the Revolution, the first time private banks were 

allowed; legal frame was partly improved for foreign investment in 2002, privatization was 

launched, coordination between monetary and financial policies were improved, private 

insurance companies were permitted (Özpek-Şen, 2016: 62).  
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“Since coming to power in 1997, Khatami aimed relative liberalization in economic and 

commercial policies” (Özpek-Şen, 2016: 61). Furthermore, between 1993 and 2001, inflation 

rates in the Islamic Republic fluctuated in the range of 11 to 49 % (Karşenas and Hakimian, 

2011: 259). Post-revolutionary Iran tried several economic development plans for 

macroeconomic goals. Overall, Iran’s economy as an undeveloped economy depends on oil 

industry. In this regard, Khatami’s range of motion was limited with 5-year economic 

development plans, which were focusing on oil and was determined in advance. As mentioned 

above, this dependency was combined with ideological discourses on economy, which 

constricted Khatami in his policies. Consequently, it may be argued that Khatami could make 

an impression not on the economy, but on cultural and social areas.   

 Economic Rehabilitation Plan and the 3rd Economic, Cultural and Social Development 

Plan in the Khatami period aimed to increase export rates and privatization. Nevertheless, 

Khatami could not block state intervention to Iran’s economy and thus, could not manage 

liberalisation of the economy. In this context, the public sector’s activities and yields decreased, 

while the private sector remains insufficient in boosting the Iranian economy. During Khatami’s 

presidency, foreign currency income decreased to its half. The export rates (except from oil) 

regressed 40%. Economic stagnation made markets and trade relations desperate. One out of 

three of the nationals lived under the poverty line (Keneş, 2013: 306).  

According to data from the Iranian Central Bank in 1997, Iran’s foreign trade balance 

was in advantage of Iran with $22,5 billion exports and $15 billion imports, however more than 

$1 billion was paid for foreign debts and debit interests. 80% of exports were composed of oil, 

which is a manifest indication as to how the Iranian economy is weak and fragile. On the one 

hand, the regime utilised oil for economic interests, but on the other, Iran has faced threats and 

risks due to its dependency to oil (Keneş, 2013: 304). “The fluctuations in prices of petroleum 

and natural gas, that compose the essential share of the state income, are direct effects on 

economy” (Garthwaite, 2011: 255). Despite the fact that petroleum revenues increase the annual 

per capita income of Iran, most of ordinary citizens do not live with high economic standards.  

 Within the framework of economic relations between Turkey and Iran, D-8 (Developing-

8) must be mentioned: D-8 is an organization for economic cooperation among 8 countries 

(Turkey, Iran, Pakistan, Bangladesh, Malaysia, Indonesia and Nigeria), established in 1996. 

The establishment of this organization became an opportunity for Khatami to cooperate with 

the aforementioned states, especially Turkey, to develop the Iranian economy. Touching upon 
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the bilateral relations in light of this organization, it can be seen that in 1996, Turkey and Iran 

signed a natural gas pipeline agreement, which rendered Turkey as a transit country for natural 

gas supply from Iran to Europe. Similar to many states, Turkey needs Iran’s energy (especially 

oil) and Iran needs to benefit from Turkey’s export opportunities. However, this reciprocal 

dependence has never been straight, being neither totally negative nor totally positive.  

Exportation from Turkey to Iran increased between 2001 and 2011, from 360 million 

dollars to 3,5 billion.  Since the early years of the 2000s, Turkish entrepreneurs began to enter 

Iranian market.  In return, Iranian businessmen were prone to have investments in Turkey, 

particularly because of the rigid sanctions (Sinkaya, 2014: 149-150).  

 However, there have been certain negative developments pertaining to economic 

relations between countries, as a reference to the fluctuations in bilateral relations stated above. 

For instance, an initiative of Turkish businessmen for an establishing cooperation over the 

Iranian Telecom failed, as did the airport project led by Khomeini mainly due to the 

Revolutionary Guards. The Turkish side lost the auction for the airport and the winner was the 

Guards. On the other hand, there are economic agreements between Iran and Turkey such as 

the Preferential Trade Agreement between on agricultural products with the approval of Turkish 

National Grand Assembly. Further, the 18th Turkey-Iran Economic Commission was 

established in 2004. 2004 was also the year when the D-8 Summit was held in Tehran, signalling 

a positive occasion to improve bilateral economic relations. “Both ECO and D-8 paved the way 

for Turkish and Iranian politicians to come together and added a new dimension to their bilateral 

relations” (Sinkaya, 2014: 146).  

 In light of the above analysis, there is a need at this point to share certain numerical data 

demonstrating Iran’s economic status during the Khatami government in attempt to contrast 

with Iran’s international-economic relations and specifically economic relations with Turkey. 

In this regard, several reliable international sources are benefitted in order not to leave room for 

speculation.   
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Iran’s Annual Inflation and Consumer Price Index 
Table1:Iran’s Annual Inflation and Consumer Price Index 

Year Inflation Rate Consumer Price 

Index 

March 2016 – March 

2017 

9,0 100 

March 2015- March 

2016 

11,9 91,714 

March 2014- March 

2015 

15,6 81,948 

March 2013- March 

2014 

34,7 70,916 

March 2012 – March 

2013 

30,5 52,635 

March 2011- March 

2012 

21,5 40,321 

March 2010 – March 

2011 

12,4 33,188 

March 2009 – March 

2010 

10,8 29,527 

March 2008 – March 

2009 

25,4 26,66 

March 2007 – March 

2008 

18,4 21,265 

March 2006 – March 

2007 

11,98 17,955 

March 2005 – March 

2006 

10,4 16,048 

March 2004 – March 

2005 

15,2 14,544 

March 2003 – March 

2004 

15,6 12,624 

March 2002 – March 

2003 

15,8 10,915 

March 2001 – March 

2002 

11,4 9,427 

March 2000- March 

2001 

12,6 8,463 

March 1999- March 

2000 

20,1 7,516 

March 1998 – March 

1999 

18,1 6,258 

March 1997 – March 

1998 

17,3 5,298 

March 1996 – March 

1997 

23,2 4,52 

 
SOURCE: www.cbi.ir/inflation/inflation_en.aspx 
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This chart of economic indicators reflecting the term when Khatami was the Iranian 

President makes it clear that there had been a stagnant decline in the inflation rate despite short-

term increases over the years. Although this is not enough on its own to boost the economy, 

and there had been fluctuations, the declining inflation rate is a positive sign. Other economic 

components are significant as well, as we shall see below: 

Iran’s GDP, Per Capita 

 

 

Figure1: Iran's GDP, Per Capita 

SOURCE:http://www.sesric.org/oic-member-countries-linecharts.php?ind_code=314&c_code=25 

Iran’s gross domestic product (GDP) is one of the economic indicators showing the total 

monetary value of all productions on annual basis. As it can be observed, there is not any 

considerable change during Khatami period.   
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Iran and Turkey’s GDP Per Capita 

 

Figure2: Iran and Turkey’s GDP Per Capita 

In this diagram, GDP between Turkey and Iran is compared, where redline represents 

Turkey and black line represents Iran. As it is seen clearly, Turkey performed better than Iran 

in terms of GDP rates between 1997 and 2005, which means that Turkey enjoyed more annual 

production than Iran.  

Iran’s Real GDP Growth, Inflation Rate, Average Consumer Prices 

 
Figure3: Iran’s Real GDP Growth, Inflation Rate, Average Consumer Prices 

SOURCE: https://www.imf.org/en/Countries/IRN 
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According to IMF (International Monetary Fund) data and the above graph, the inflation 

rate is getting higher than the GDP line year-by-year. This may be interpreted as a negative sign 

for economic growth. There many reasons concerning this aspect. Iran’s post-revolutionary 

economy is known with failures, especially due to the international sanctions, embargoes, and 

exports based only on oil. These factors contribute negatively in both GDP and inflation rates.   

Iran’s Imports by Countries 

 

 
Figure4: Iran’s Imports by Countries 

SOURCE: www.amar.org.ir/Portals/1/yearbook/1391/10.pdf4 

It can be observed from the graph above that Iran’s imports by Turkey is increasing year 

by year. Due to the fact that Iran’s import rates are higher than its export rates, this imbalanced 

picture causes one of the reasons of its unsuccessful economy.  

  

                                                 
4Iran uses Islamic Hijri calendar, hence there is a difference between Hijri and Gregorian calendars used by other states 

in terms of the first day of the new year. Thus, the beginning of a year in the Hijri calendar corresponds to the mid of two years 

in the Gregorian calendar when transformed. 1375: 1996-1997; 1380: 2001-2002; 1385: 2006-2007; 1387: 2008-2009; 1388: 

2009-2010; 1389: 2010-2011; 1390:2011-2012; 1391: 2012-2013 
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  Iran’s Foreign Trade Balance 

 

 
Figure5: Iran’s Foreign Trade Balance 

SOURCE: www.amar.org.ir/Portals/1/yearbook/1391/10.pdf 

1375: 1996-1997; 1380: 2001-2002; 1385: 2006-2007; 1387: 2008-2009; 1388: 2009-

2010; 1389: 2010-2011; 1390: 2011-2012; 1391: 2012-2013 

 

According to Iran’s foreign trade balance, oil and gas have a great place in every year’s 

economic activity particularly with the exports. Comparing export and import rates, export rates 

have always been higher than the imports. “Total trade capacity was about 630 million dollars 

in 1998; 1,2 billion dollars in 2001 and 15 billion in 2011” (Sinkaya, 2014: 145). Bülent Keneş 

(2013: 307-10) indicates Iran’s oil export and economic growth rates under Khatami’s 

administration in his book as follows: While in 1996-1997 oil export was $19 billion; it recessed 

to $9 billion in 1998-1999. In 1997, economic growth rate was 3,4%; but showed fluctuations 

as 2,3%; 5,1%; 3,7%; 7,5%; 7,1% and 5,1% respectively in 1998, 2000, 2001, 2002, 2003 and 

2004.  
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 Turkey-Iran Trade (Billion U.S. Dollar) 
 

YEARS EXPORT (A) IMPORT (B) TOTAL 

(A+B) 

2017 2,09 5,15 7,24 

2016 4,97 4,69 9,66 

2015 3,66 6,09 9,75 

2014 3,89 9,83 13,72 

2013 4,19 10,38 14,57 

2012 9,92 11,96 21,88 

2011 3,59 12,46 16,05 

2010 3,04 7,65 10,69 

2009 2,02 3,41 5,43 

2008 2,03 8,19 10,22 

2007 1,44 6,61 8,05 

2006 1,07 5,63 6,7 

2005 0,91 3,47 4,38 

2004 0,81 1,96 2,77 

2003 0,53 1,86 2,39 

2002 0,33 0,92 1,25 

2001 0,36 0,84 1,2 

2000 0,24 0,82 1,06 

1999 0,16 0,64 0,8 

1998 0,19 0,43 0,62 
Table2: Turkey-Iran Trade (Billion U.S. Dollar) 

SOURCE: IRAM (Centre for Iranian Studies) 
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Figure6: Turkey-Iran Trade (Billion U.S. Dollar) 

SOURCE:www.iramcenter.org/erdoganin-iran-ziyareti-ve-4-ekim-ekonomik-kararları/ 

The above two charts demonstrate Turkey’s export to Iran and import by Iran from 

Turkey. According to IRAM (Centre for Iranian Studies), Turkey-Iran foreign trade data 

signalize that the bilateral financial relations have been growing year by year during the 

Khatami period. This further indicates that the countries need each other in terms of exports 

and imports. According to “amar.ogr.ir” website, it is interesting that Iran’s governments mostly 

focus their national needs on education even more than defence. Considering Iran’s geopolitical 

position in the region, education’s championship becomes surprising and appreciative. On the 

other hand, economic affairs are behind education and defence, but a powerful economy is 

necessary for a more powerful Iran.  

In substance, this title was intended to depict the presidency of Mohammad Khatami with 

several aspects from political to social, economic, and ideological implications. Similarly, the 

next part is to scrutinize Ahmadinejad’s presidency with several aspects, together with the 

correlations with international cases. After Khatami, Iran and the rest of the world faced a new 
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route of administration, one that was more aggressive and more ideological in contrast to 

Khatami, who was pragmatic, peaceful and moderate. On the other hand, Khatami’s limited 

performances on state affairs (depending on his limited authority under the Supreme Leader) 

paved the way for the voters to elect Ahmadinejad, as a result of his rhetorical propaganda 

addressing mainly to the poor and disadvantaged Iranians. 

General Economic Conditions and Bilateral Relations in Ahmadinejad Period 5 

Mahmoud Ahmadinejad is post-revolutionary Iran’s 6th president holding power from 

2005 until the election of Hassan Rouhani in 2013. Ahmadinejad constructed two successive 

governments, which have been internationally described as neo-conservative, radical or 

fundamental. His period of rule constituted a turning point both for domestic and foreign 

policies, but particularly for the foreign politics and economy of Iran. After Khatami, Iran and 

the rest of the world faced a new route of administration, one that was more aggressive and 

more ideological in contrast to Khatami, who was pragmatic, peaceful and moderate. On the 

other hand, Khatami’s limited performances on state affairs (depending on his limited authority 

under the Supreme Leader) paved the way for the voters to elect Ahmadinejad, as a result of 

his rhetorical propaganda addressing mainly to the poor and disadvantaged Iranians. 

 Having provided a general view on the Iranian economy under the rule of Khatami before 

– with all its positive and negative ramifications for the society and the state – it seems fair to 

argue that Iran does have an underdeveloped economy depending predominantly on oil and 

natural gas exports. High percentages of unemployment, especially pertaining to the young 

people as well as high levels of inflation have blocked the economy to have an adequate 

development. As a matter of fact, international hinders, sanctions, embargos, and isolation have 

further confined Iran in terms of foreign trade. Positively, Iran is a member of the United 

Nations and OPEC on the one hand, and the Non-aligned Movement as well as the Organization 

of Islamic Cooperation, on the other. Therefore, we can label Iran neither isolated nor a Western 

ally. In 1979 (the year of the new state’s declaration), Iran was 20th economic power of the 

world, while in 2011 it raised to be the 18th largest economic power (Keneş, 2013: 434).  

Based essentially on the monopoly of Sepah-e Pasdaran (Revolutionary Guards), Bonyad 

(Foundations), and Bazargan (Bazaar) – introduced before – Iran’s economic structure is 

currently under the hegemony of the conservative faction, accordingly the Supreme Leader. For 

                                                 
5 As an additional source, see: Kamacı Y. (2015) Turkey-Iran Relations during Ahmadinejad Presidency (2005-
2013). 
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reciprocal economic benefits, all three bodies are known to support Ahmadinejad in both 2005 

and 2009 elections. Gaining and ever more powerful economic strength during Ahmadinejad’s 

rule, the Revolutionary Guards are argued by Keneş (2013: 375) to enter into extensive trade 

initiatives in industrial fields of the country with various options ranging from petroleum, 

natural gas to telecommunications services. It is even argued that the Guards are benefitting 

from the isolation of Iran in the international field in economic terms. Having said so, the 

Guards do not have to undertake the struggle to compete against foreign investors now that 

isolation and sanctions shadow the country.  

Compared to the Khatami period, Iran’s economy during the Ahmadinejad government 

deteriorated dramatically due to his ideological policies, instead of rational ones. According to 

Özpek-Şen (2016: 62-63), although Ahmadinejad promised a welfare economic situation, he 

implemented policies far away from the international system and the global economy. 

Interestingly, the conservative faction – including Ahmadinejad himself – utilized Iran’s 

international isolation to their advantage. They described this situation with conspiracy theories, 

rather than their failures. “The Great Satan” being the United States and Israel were the subjects 

of this accusation. In the same line, Ahmadinejad focused on a more statist economy, which 

was to be in the hands of conservative organs, while Khatami was trying to construct a more 

liberal economy. This resulted in more corruption and the Iranian rial lost its value compared 

to the US dollar (Özpek-Şen, 2016: 63).  

During his presidency, Ahmadinejad brought some economic projects with social 

responsibility that can be referred to as “Fair Share” and “Imam Rıza Fund”. The first one aimed 

social justice and gave cheap credits to poor Iranian entrepreneurs and the second consisted of 

financial aid provided by the state. The financial funds for allotting some of the revenues 

provided those projects derived from oil exports (Keneş, 2013: 425). Yet, Ahmadinejad was 

blamed to implement “macroeconomic populist” policies. Taşkın (2014: 259) argues that 

Ahmadinejad wished to create his own rich group; therefore there was an economical tension 

between Ahmadinejad and the Supreme Leader himself. His actual aim was to create his group 

to be effective in several realms of the state mechanism and hold enhanced power through his 

faction.  

 At the end of the Ahmadinejad government, it was observed that he could not actualise 

his promises, specifically the economic commitments. For example, according to Keneş (2013: 

425-426), while Iran’s economic growth was 4,7 in 2015, it decreased to 0,05 in 2009 and 
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continued with low rates until the completion of his presidency. Iran’s gross domestic product 

increased year by year from 2005 to 2011 during the tenure of the Ahmadinejad government, 

but fell considerably down towards the end of his presidency (DEİK – Strategy and Business 

Development Consultancy, 2016). This period was also the time when the tension between 

Ahmadinejad and the Supreme Leader broke out. Iran certainly needs foreign investment with 

technological innovative strategies, however there is a tremendous block of conservative faction 

against foreign investment due to conflicting interests, which were clarified in the chapter on 

Khatami of this study. Foreign investment was $1,6 billion in 2006; $1,7 billion in 2007 and 

$1,5 billion in 2008 (Keneş, 2013: 428).  

Turkey has been one of the first five counties concerning both import and export with 

Iran. In 2005 and 2006, Turkey and Iran agreed on to remove double tax payments in both 

counties and to promote bilateral investments. Turkey-Iran foreign trade volume has been 

mostly increasing year by year ever since, together with the impact of loosening the sanctions 

against Iran that triggered an increase in bilateral trade volumes. While Iran mostly exports 

Turkey oil and natural gas, Turkey exports a wider spectrum of goods. Iranian tourists constitute 

a large part of the tourist populations in Turkey. Yet, both political and economic indications 

prove the reality that the Khatami period was more successful than Ahmadinejad in terms of 

both politics and economic relations. Therefore, foreign policies shaped purely with ideological 

aspirations may fairly be argued to damage Iran.  

In February 2007, Turkey and Iran entered into two strategic energy agreements in spite 

of the international sanctions on Iranian goods. The framework of this agreement allowed the 

Turkish Petroleum Corporation to explore for oil and natural gas in Iran and transfer gas from 

Turkmenistan to Turkey and on to Europe via a pipeline that passed through Iran. In 2006, the 

volume of trade between the two countries nearly doubled, reaching $ 6.7 billion (Keyman & 

Gumuscu, 2014: 75-76).   
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Iran’s Annual Inflation and Consumer Price Index 

Year Inflation Rate Consumer Price 

Index 

March 2016 – March 

2017 

9,0 100 

March 2015- March 

2016 

11,9 91,714 

March 2014- March 

2015 

15,6 81,948 

March 2013- March 

2014 

34,7 70,916 

March 2012 – March 

2013 

30,5 52,635 

March 2011- March 

2012 

21,5 40,321 

March 2010 – March 

2011 

12,4 33,188 

March 2009 – March 

2010 

10,8 29,527 

March 2008 – March 

2009 

25,4 26,66 

March 2007 – March 

2008 

18,4 21,265 

March 2006 – March 

2007 

11,98 17,955 

March 2005 – March 

2006 

10,4 16,048 

March 2004 – March 

2005 

15,2 14,544 

March 2003 – March 

2004 

15,6 12,624 

March 2002 – March 

2003 

15,8 10,915 

March 2001 – March 

2002 

11,4 9,427 

March 2000- March 

2001 

12,6 8,463 

March 1999- March 

2000 

20,1 7,516 

March 1998 – March 

1999 

18,1 6,258 

March 1997 – March 

1998 

17,3 5,298 

March 1996 – March 

1997 

23,2 4,52 

Table3: Iran’s Annual Inflation and Consumer Price Index 

SOURCE: www.cbi.ir/inflation/inflation_en.aspx 
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Based on this table, reflecting Ahmadinejad’s presidency (from 2005 to 2013), we see 

rising in the rate of Iran’s inflation, although in some years it fluctuated.  This is a negative 

appearance though not enough by itself. One of the basic causes was Ahmadinejad’s radical 

policies and international sanctions as response. Other economic components are significant as 

well, as we shall see below.  

 Iran’s GDP, Per Capita 

 

 

Figure 7: Iran’s GDP, Per Capita 

SOURCE:http://www.sesric.org/oic-member-countries-linecharts.php?ind_code=314&c_code=25 

Iran’s gross domestic product (GDP) is one of the economic indicators and shows total 

monetary value of all productions annually.  We see noteworthy changes in Ahmadinejad 

period, when we look at the graph, especially in 2010-2012.  
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Iran and Turkey’s GDP Per Capita 

 

Figure8: Iran and Turkey’s GDP Per Capita 

In this diagram, GDP between Turkey and Iran is compared where redline represents 

Turkey and black line shows Iran.  As is seen clearly, between 2001 and 2010, Turkey 

performed more GDP rate than Iran, which means that it enjoyed more annual production than 

Iran.  

Iran’s Real GDP Growth, Inflation Rate, Average Consumer Prices 

 

 
Figure 9: Iran’s Real GDP Growth, Inflation Rate, Average Consumer Prices 

SOURCE: https://www.imf.org/en/Countries/IRN 
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According to IMF (International Monetary Fund) data and graph, mostly every year 

inflation level is higher than GDP line.  It is a negative appearance economically. Iran’s post-

revolutionary economy is known with failures, especially regarding international sanctions, 

embargo, oil-based exports and so on.  These factors are influential on both GDP and inflation. 

Especially Ahmadinejad era, particularly 2010 indicated a dramatic output.  

Iran’s Imports by Countries 

 

 
Figure 10:Iran’s Imports by Countries 

SOURCE: www.amar.org.ir/Portals/1/yearbook/1391/10.pdf6 

From the graph above, Iran’s imports by Turkey seem increasing nearly year by year. Due 

to the fact that Iran’s import rate higher than export rate, this imbalanced picture causes one of 

the reasons of an unsuccessful economy.  

  

                                                 
6Iran uses Islamic Hijri calendar, hence there is a difference between Hijri and Gregorian calendars in terms of the first 

day of the new year, so one year of Hijri calendar corresponds to the middle of two years in Gregorian calendar. 1375: 1996-

1997 / 1380: 2001-2002 / 1385: 2006-2007 / 1387: 2008-2009 / 1388: 2009-2010 / 1389: 2010-2011 / 1390:2011-2012 / 1391: 

2012-2013 
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Iran’s Foreign Trade Balance 

 

 
Figure 11: Iran’s Foreign Trade Balanc 

SOURCE: www.amar.org.ir/Portals/1/yearbook/1391/10.pdf 

1375: 1996-1997 / 1380: 2001-2002 / 1385: 2006-2007 / 1387: 2008-2009 / 1388: 

2009-2010 / 1389: 2010-2011 / 1390: 2011-2012 / 1391: 2012-2013 

 

According to Iran’s foreign trade balance, oil and gas have a great place in every year, in 

terms of exports of the state.  Moreover, compared to export and import the former’s level has 

always been higher than the latter.  “Total trade capacity was about 630 million dollars in 1998, 

1,2 billion dollars in 2001 and 15 billion in 2011” (Sinkaya, 2014: 145).    
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Turkey-Iran Trade (Billion U.S. Dollar) 
 

YEARS EXPORT (A) IMPORT (B) TOTAL 

(A+B) 

2017 2,09 5,15 7,24 

2016 4,97 4,69 9,66 

2015 3,66 6,09 9,75 

2014 3,89 9,83 13,72 

2013 4,19 10,38 14,57 

2012 9,92 11,96 21,88 

2011 3,59 12,46 16,05 

2010 3,04 7,65 10,69 

2009 2,02 3,41 5,43 

2008 2,03 8,19 10,22 

2007 1,44 6,61 8,05 

2006 1,07 5,63 6,7 

2005 0,91 3,47 4,38 

2004 0,81 1,96 2,77 

2003 0,53 1,86 2,39 

2002 0,33 0,92 1,25 

2001 0,36 0,84 1,2 

2000 0,24 0,82 1,06 

1999 0,16 0,64 0,8 

1998 0,19 0,43 0,62 
Table 4: Turkey-Iran Trade (Billion U.S. Dollar) 

SOURCE: IRAM (Center for Iranian Studies) 

 

 
Figure 12: Turkey-Iran Trade (Billion U.S. Dollar) 

SOURCE:www.iramcenter.org/erdoganin-iran-ziyareti-ve-4-ekim-ekonomik-kararları/ 
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These two graphs are indicating Turkey’s export to Iran and Turkey’s import by Iran. 

According to IRAM (Center for Iranian Studies), Turkey-Iran foreign trade data signalize that 

during Ahmadinejad period, this bilateral financial relation has been sometimes fluctuating, 

sometimes increasing.  It also means these two states need each other in terms of export and 

import.    

Conclusion 

The Islamic Republic of Iran has been the subject of many scientific studies, theses, 

articles, and books in the literature of international relations. However, unstudied areas still 

remain, pertaining to the Islamic regime and its policies particularly towards Turkey (its 

neighbor in the strategic Middle East region). Comparative analysis is adopted as the main 

methodology, since the main pillars of the study are composed of a comprehensive comparison 

and contrast between Iran’s Khatami and Ahmadinejad governments. 

“Alliances are temporary coalitions of self-interested states who come together for 

instrumental reasons in response to a specific threat. Once the threat is gone, the coalition loses 

its rationale and should disband” (Wendt, 1994: 386). Within this context, Iran has formed 

various alliances with other countries against certain threats. Yet, the relations between Iran 

and Turkey can be argued as shaped via factors beyond alliances against certain threats. 

Remembering Wendt’s arguments, the relations between two countries can be uttered 

ostensibly based on certain political reasons, while they are in fact based on instrumental 

reasons. In this regard, Wendt asserts that states are self-interested entities serving for attaining 

their objectives for their benefit. Turkey’s support for Iran’s nuclear program, for instance, can 

be regarded as an instrumental and temporary maneuver for its own benefit. Thus, the world 

witnessed a bilaterally ostensible alliance until the change of conditions instrumental to both 

countries.  

Purporting his view on the famous Kantian ideology, Wendt says “Kant, for example, 

argued that republican states would create a ‘Kantian culture.’ I agree with that claim, but there 

might be other pathways to the same effect – Islamic states” (Wendt, 1999: 343). Islamic 

Republic of Iran, as both a republican and an Islamic state has successively demonstrated both 

“Kantian culture” and “anti-Kantian culture”, depending on the various governments’ 

ideological orientations. For instance, Khatami leaned on more of peaceful dialogues and 

diplomatic methods of negotiation, while Ahmadinejad followed a more radical and assertive 

strategy towards the rest of the world, including Turkey. Bilateral relations between countries 
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are basically formed by means of security-oriented state cultures on the basis of enemy, rival, 

and friend concepts. Turkey and Iran have seemed to be rivals, although not any evident 

“enemy” label has been used so far. Nonetheless, many describe the relations between Turkey 

and Iran as “friendly nations”, while in reality friendship has not been the main quality of their 

bilateral relations throughout the history of relations between these two countries.  

In sum, this article was undertaken in an attempt to give a general view on political, 

economic and social properties of the Khatami and Ahmadinejad governments to clearly 

distinguish them from each other comparatively, focusing on the altering relations with Turkey 

under the effect of international crises in these years. Furthermore, the Green Movement and 

nuclear program took a place due to their importance inside and outside Iran. A comparative 

approach to the two presidents of Iran gave us the result that the Khatami administration was 

fostering more harmonious relations with Turkey and the international setting was more 

peaceful than Ahmadinejad’s rule. 

Today Rouhani government is also experiencing several economic problems. For 

instance, the structural troubles such as inflation, unemployment, corruption and political 

reasons such as Western embargo are highly crucial. He said that due to international sanctions, 

Iran has faced to unprecedented pressures and it caused Iranian economy worse than 1980-1988 

Iran-Iraq War (BBC Türkçe). Iranian citizens have some expectations from Rouhani and when 

they are not responded, Iranians criticize him automatically, as the President of the state. 

Therefore he announces a national unification against all threats by the enemies. But Iran is a 

quite complicated country and the all relevant factors are multidimensional, some of them 

internal, some of them external. There are many pillars on which Rouhani cannot change 

anything. 

To conclude, throughout this article, I saw that the Islamic Republic of Iran is a state 

whose dynamics are several. Therefore, examining one aspect or one pillar becomes inadequate 

to understand Iran comprehensively. I attempted to present Iran’s different features from their 

perspective and adverse perspectives. International relations are full of conspiracy theories and 

various labels, especially regarding the Middle East and especially regarding Iran. To perceive 

and mirror the realities of Iran inside and her foreign policies towards Turkey, constructivism 

and comparative study were quite helpful for my research. Eventually, I realized that it is 

possible to overcome Sunni-Shia clichés and enmities in several fields from politics to 
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economy. Turkey and Iran may be the leading models for the rest of the region, to reach such a 

consensus. 

REFERENCES 

BBC Türkçe (2019), “Ruhani: İran ekonomisi Irak savaşı döneminden kötü durumda”, 

retrieved from 

https://www.bbc.com/turkce/haberler-dunya-48245345 

Central Bank of the Islamic Republic of Iran, CPI and Inflation retrieved from  

http://www.cbi.ir/inflation/inflation_en.aspx  

Dış Ekonomik İlişkiler Kurulu (2016) Ambargo Sonrası İran Ekonomik Ticari Etki 

Analizi, retrieved from  

https://www.deik.org.tr/uploads/ambargo_sonrasi_iran_ekonomik_ve_ticari_etki_analiz

i.pdf 

Garthwaite G. R. (2011). İran Tarihi, (F.Aytuna, Trans.), İstanbul: İnkılap Yayınları.  

International Monetary Fund, retrieved from  

https://www.imf.org/en/Countries/IRN  

İran Araştırmaları Merkezi, Erdoğan’ın İran Ziyareti ve 4 Ekim Ekonomik Kararları, 

retrieved from  

https://iramcenter.org/erdoganin-iran-ziyareti-ve-4-ekim-ekonomik-kararlari/ 

Iranonline, The Constitution of Islamic Republic of Iran, retrieved from  

http://www.iranonline.com/iran/iran-info/government/constitution.html 

Iran’s Governmental Consumption Expenditures, retrieved from  

www.amar.ogr.ir/Portals/1/yearbook/1392/22.pdf 

Iran Statistical Yearbook 1391, retrieved from  

https://www.amar.org.ir/Portals/1/yearbook/1391/10.pdf 

Kamacı Y. (2015) Turkey-Iran Relations during Ahmadinejad Presidency (2005-2013), 

In Hüseyin Işıksal and Ozan Örmeci (Eds.), Turkish Foreign Policy in the New Millenium, 

Peter Lang Edition, pp. 113-128.  

Karşenas M. and Hakimian S. (2011) İran’da Petrol Kaynaklarının Yönetimi ve 

Ekonomik Çeşitlilik, İran İslam Cumhuriyeti’nde Ulusal Çıkar İkilemi, in Homa Katouzian and 

Hüsein Şahidi, (Pınar Güven, Trans.), 21. Yüzyılda İran, Sitare Yayınları, pp. 255-283.  

Keneş B. (2013), İran Siyasetinin İç Yüzü, İstanbul: Timaş Yayınları. 

Keyman F. & Gumuscu S. (2014) Democracy, Identity, and Foreign Policy in Turkey, 

Palgrave Macmillan.  



Proceedings of the International Congress on Business and Marketing, 2019 

Maltepe University, Istanbul, 13.06.2019-14.06.2019 

 

290 

Organisation of Islamic Cooperation, retrieved from  

http://www.sesric.org/oic-member-countrieslinecharts.php?ind_code=314&c_code=25 

Özpek B. B. & Şen Ö. F. (2016) Kapsamlı Ortak Eylem Planı ve İran’da Devlet Dışı 

Aktörlerin Dış Politika Üzerindeki Potensiyel Rolü, İraniyat İran Araştırmaları Dergisi, Journal 

of Iranian Studies, 1:1, pp. 54-74.  

Ramazani A. (2015) How to Get Iran’s Drifting Economy Back on Track, Al-Monitor, 

retrieved from  

https://www.al-monitor.com/pulse/tr/originals/2015/12/iran-resistance-

economycommand-headquarters.html 

Sinkaya B. (2014) Türkiye’nin Devrim Sonrası İran ile İlişkileri, İdris Demir (Ed.) 

Türkiye’nin Dış Politikası Yeni Eğilimleri Yeni Yönelimleri Yeni Yaklaşımları, Bursa: Dora 

Yayınları, pp.133-159. 

Taşkın Y. (2014). İran: Yol Ayrımında Bir Devlet ve Toplum, (Y. Doğan Çetinkaya ed.), 

Ortadoğu: Direniş, Devrim, Emperyalizm, İstanbul: İletişim Yayınları, pp. 219-269. 

Tehran Bureau, retrieved from 

https://www.pbs.org/wgbh/pages/frontline/tehranbureau/ 

The World Bank, World Development Indicators, retrieved from 

http://datatopics.worldbank.org/world-development-indicators/ 

United Nations Data, Statistics, Unemployment Rate of Islamic Republic of Iran,  

retrieved from  

http://data.un.org/Data.aspx?q=iran&d=SDGs&f=series%3aSL_TLF_UEM%3bref_area

%3aIRN 

Wendt A. (1994).Identity Formation and the International State, The American Political 

Science Review, 88(2), pp: 384-396.  

Wendt A. (1999).Social Theory of International Politics, Cambridge: Cambridge 

University Press.   

  


