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ABSTRACT Iran’s middle class appears to be on the slippery slope, switching
from its dream of political reform to the reality of economic security. This
development is imbued with uncertainties and unintended consequences,
including reinforcing the authoritarian impulses of the ruling elites. U.S.
sanctions on Iran have weakened the country’s middle class and, with that,
have dramatically undercut the voices of political moderation and change.
Putting political aspirations for reform on the backburner, Irans middle
class seeks a viable path toward living a dignified life of self-sustenance
amid a period of economic drought. While U.S. sanctions are not the direct
cause of this political reorientation, they have contributed greatly to such
submissive attitudes. This paper attempts to unlock the socio-economic and
political dynamics of this trajectory in a country whose middle class once
thrived on being an engine of change and moderation. While the campaign
for political reform has faded away, its message is particularly germane as
the country’s middle class struggles to make ends meet.
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Introduction

those of middle- or working-class backgrounds who have demon-

strated the courage and skill to organize others at great personal sac-
rifice and peril.! These reformist movements and organizations, spearheaded
by a new middle class, have embraced the rhetoric and instruments of so-
cial justice and human rights —both domestically and from an international
standpoint- not just as empowering tools but also as vehicles for building so-
cial solidarity across the globe. The spread of the middle class across the world
has been equated with evolving norms and values. In recent years, however,
democratic systems of governance appear to have been in a state of atrophy.
Iran’s middle classes have felt threatened by the lingering economic hardship
caused by the spread of the COVID-19 pandemic, negative consequences of
global free trade, and the ongoing U.S. sanctions. This trend has generated
contradictory results, making some members of the middle classes more mo-
tivated to participate in the political process to rectify wrongs, and others
resigned to a pessimistic view with little or no desire to challenge or even hold
the government accountable.

H istorically, social movements and local protests have often arisen from

Iran’s once vibrant and thriving reformist movement closely associated with
the middle class, which has always been known for demanding a democratic
remedy, has hit a dead end. With all the levers of power now in control of
conservative forces, many members of the middle class appear skeptical about
their current and future role in promoting democratic values. Having entered
a corridor of uncertainty and economic insecurity, they appear more and more
discouraged about the availability of a democratic alternative. This can be ex-
plained in part by the way in which the Islamic Republic has utterly failed to
cultivate meaningful links with some members of the middle class, leading to
challenging times of unprecedented government mistrust.

Equally detrimental have been renewed U.S. economic sanctions on oil ex-
ports and other sectors of the economy that followed President Trump’s de-
cision to leave the nuclear deal, known formally as the Joint Comprehensive
Plan of Action (JCPOA). These sanctions led to the severe devaluation of the
Iranian currency, skyrocketing inflation, and the shrinking of the middle class,
leaving basic commodities inaccessible to ordinary Iranians.” These crushing
sanctions, by contrast, have empowered the revolutionary guards whose advo-
cacy of the so-called “resistance economy” has prevailed.’

To better fathom the growing sense of disillusionment with participation in a
political process that is increasingly bereft of democratic legitimacy, we turn
our attention to the mismanagement of the economy and endemic corrup-
tion, but more specifically, we examine the impacts of the harsh sanctions that
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have crippled Iran’s economy. Although all  The reformist movement,

this has resulted in a great deal of economic hich h lied h il
insecurity for the vast majority of Iranians, whic asrelle eavily

this is not to say that there is no reason for ~on the support of the

optimism or hope. While the campaign for middle class, appears
political reform has faded away, its message »app

is particularly germane as the country’s mid- increaSingly lackadaisical
dle class struggles to make ends meet. and spiritless in the

In this essay, we attempt to unlock the so- wake of the ongoing

cio-economic and political dynamics of this democratic rollback in
trajectory in a country whose middle class  |ran

once thrived as the engine of social change

and moderation. In the sections that follow,

we examine the emergence of Iran’s middle class and its role in promoting
democratic values in the aftermath of the 1979 Iranian Revolution. Our focus
then shifts to the impact of sanctions on the country’s GDP, the standard of
living, the poverty rate, and the gradual erosion of the modern middle class.
After demonstrating that the future of the middle class looks uncertain at
best, we conclude that the persistence of authoritarianism, when combined
with religious populism, will bear serious and long-term consequences for the
country’s middle class. The reformist movement, which has relied heavily on
the support of the middle class, appears increasingly lackadaisical and spirit-
less in the wake of the ongoing democratic rollback in Iran.

The 1979 Iranian Revolution and the Middle Class

The modernizing programs and development projects initiated by the Pahlavi
dynasty were supposed to produce an urban middle class supportive of the
regime. The dynasty’s neo-patrimonial structure of power, however, never al-
lowed the emergence of a new middle class capable of providing a solid base
of support for the regime. On the contrary, the growth of middle class mem-
bers expanded the ranks of the opposition. With the advent of the Islamic
Republic, several factors combined to transform the country’s class structure.
These included, among other things, the rise in education levels, the growth
in urban population size, the expansion of bureaucracy, soaring income lev-
els, and changing lifestyle and consumption patterns. Evolving lifestyles af-
fected housing, how to spend leisure time, financial planning and saving, and
the pursuit of modern domestic technology, including washing machines and
color Television. The new middle class after the revolution was the product of
several key factors, including, but not limited to, urban population, literacy
rate, the state of higher education, the expansion of government bureaucracy,
and lifestyle.
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Urban Population

The growing urbanization since the 1979 Iranian Revolution has generated
both attitudinal and behavioral changes characteristic of a new middle class.
In Iran, according to the 1986 census, for the first time, the urbanization coef-
ficient was, at 54.3 percent, higher than the ruralization coefficient. The urban
population of the country in 1976 was approximately 16 million. By 2006, it
had exceeded 48 million (68.46 percent).*

In the last census, conducted in 2016, Iran’s total population was 79,877,472, of
which 59,146,847 lived in urban areas, and 20,730,625 resided in rural areas.’
According to this data, a section of the population is continuously commut-
ing for work, from urban to rural areas and vice versa.® In addition to urban
attractions (greater prosperity, economic, educational, communication, and
political resources), development plans such as communications have acceler-
ated this process. The table below shows the growth of the urban population in
relation to the rural population in the years following the Iranian Revolution.
During the 1980s, as shown in Table 1, the country’s urban population trends
began to show rapid growth.

Table 1. The Growth of Urbanization in the years following the Iranian Revolution

Year Total Urban Rural Urban Rural
Population (percent) (percent)

1966 25,788,722 9,794,246 15,944,476 37.9 62.1
1976 33,708,742 15,854,680 17,854,064 47 35
1986 49,455,010 26,844,561 22,349,351 543 45.7
1996 60,055,488 36,817,789 23,026,293 61.3 38.7
2006 70,472,865 48,245,094 22,227,771 68.46 31.54
2013 75,149,669 53,646,661 21,446,783 71 29
2018 79,877,472 59,146,847 20,730,625 74 26

Source: Statistical Center of Iran’

Literacy Rate

The growth in the literacy rate, which began in the mid-Pahlavi period (1960s),
continued at a much faster pace in the post-revolutionary period than before.
The literacy rate increased from 27 percent in 1953 to 84.61 percent in 2006. By
2016, that rate had increased to 88 percent.® These changes created a new mid-
dle class with different capabilities and expectations that staked new claims
on the government. Acutely aware of state-society relations, this class showed
a greater proclivity to participate in the political process and exercise greater
influence on governance.” The surge in the female literacy rate also provided
significant social capital for the reformist movement that defied the archaic
views about the subordinate role of women in politics. In Iran, approximately
half the population is female and women make up a progressively larger share
of its university graduates.'
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In 2017, according to Hossein Tavakkoli, The surge in the female

an official with the Sanjesh Organization lit t ided
that is in charge of holding the university ltéracy rate provide

entrance exam, out of 378,706 participants signiﬁca nt social

Who were admitted to the universities na- capital for the reformist
tionwide, some 213,884 (57 percent) were

females, and 164,822 (43 percent) were movement that defied the
males.! The narrowing gender gapinedu- gyrchaic views about the

cation in Iran is well documented and has bordinate rol f men
been studied from different dimensions.'? subordinate role of wome

The literacy rate difference between men N pOlitiCS

and women, according to Shapour Mo-

hammadzadeh, head of the Literacy Movement Organization in Iran, has de-
clined from 26 percent before the 1979 Revolution to 2.8 percent in August
2020." The literacy rate among Iranian women, Mohammadzadeh added,
stood at 28 percent prior to 1979. By early 2020, nearly 90 percent of women
could read and write."*

This increase in female literacy presents both great advantages and potential
risks for the Islamic Republic. On the positive side, more and more educated
females have entered the labor force, giving a significant boost to the country’s
service sector, including banking and finance, hospitality, hotels, education,
insurance, health, social work, computer services, communications, electricity,
gas and water supply. This sector, however, has been one of the sectors hardest
hit by the COVID-19 pandemic, resulting in the loss of jobs for women."

Notwithstanding these turbulent times and the global economic crisis, women
have continued to fight against unjust laws and restrictions.'® Their movement
in Iran has steadily grown into a skillful and inspiring feminist model for those
seeking equal rights and gender justice.”” Islamist and secular women alike
have begun to reject their confinement to the home and have managed to par-
ticipate in the public sphere through their socio-economic activities. In doing
so, they have contributed vigorously to the development of civil society access
for women in Iran. Some Islamist women have even argued that “the ideals
of the revolution cannot be attained unless women are present in the public
sphere”'®

The State of Higher Education

In the early days of the revolution, higher education stagnated due to the clo-
sure of universities, but with the reopening of universities and the establish-
ment of two private and non-profit higher education centers (Islamic Azad
University and Imam Sadegh University) in 1982, the number of student
enrollments at colleges and universities dramatically increased. In 1997, the
number of students at the Islamic Azad University increased to about 659,000
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(a 7.8 percent increase). In 1999, the number of higher education students
across Iran reached 1.5 million, as this trend continued unabated. Also, during
these years, the number of faculty members increased from 5,794 in 1989 to
18,219 in 2008 and to 35,000 in 2020." Table 2 shows the total number of stu-
dents and faculty members after the 1979 Iranian Revolution.

Table 2. Numbers of University Students and Professors after the 1979 Iranian Revolution

Year Number of Students Number of Professors Total Number of
at University in the Science Faculties | Full-time Professors
1984 145,809 No data No data
1988 349,848 5,794 No data
1992 633,847 10,660 13,357
1996 1,192,329 11,526 19,906
2000 1,566,732 12,444 33,244
2004 2,117,471 13,750 42,625
2008 3,581,070 18,219 63,289
2020 3,373,388 35,000 50,000

Source: Statistical Center of Iran®

As this data illustrates, with the establishment of the Islamic Republic of Iran,
the number of students and faculty members gradually increased. The number
of students increased from 349,848 at the end of the first decade of the revolu-
tion to 3,581,070 by 2009. By 2019, some 85,000 full-time faculty members were
working in state and private universities.” The increase in the number of edu-
cated people meant rising demands for social change and mounting pressure on
the government to initiate democratic change.”? The Islamic Republic’s agenda
in this regard was both ambitious and, on its own, destabilizing. It was desta-
bilizing in part because the reformist movement gained considerable strength,
and by 2009, it flexed its newly gained power of protest in the so-called “Green
Movement.” Although the Green Movement yielded no tangible results, it
posed daunting challenges to the Islamic Republic, especially the way in which
the regime came under stress. In short, the Islamic Republic arguably became
the victim of its own success in promoting higher educational standards.

Expansion of Government Bureaucracy

The growth and expansion of government and state bureaucracy was another
feature of the growth of the new middle class. The number of government em-
ployees increased from 1,783,114, in 1991 to 2,328,635 in 2001. These figures
do not include the number of salaried employees of the Ministry of Intelli-
gence, the Ministry of Defense, Armed Forces Logistics, or companies under
the government organizations; due to confidentiality, roughly an additional
one million people, which, if added, would bring up the total salaried employ-
ees to approximately 3.5 million.” In addition, the number of highly educated
employees has increased. Table 3 shows the number of government employees
from 1991 to 2001 based on level of education.

140 INSIGHT TURKEY



WHY AND HOW DID IRAN'S REFORMIST MOVEMENT PERISH? UNDERSTANDING THE IMPLICATIONS OF U.S. SANCTIONS POLICY

Table 3. Government Employee Level of Education from 1991 to 2001

Year Total Lower High Associate | Bachelor’s | Master’s | Doctorate
Number | than High | School Degree Degree Degree
of School | Diploma
Employee | Diploma
1991 | 1,783,114 | 458,829 | 749,865 279,554 150,831 15,886 18,020
1993 | 1,992,677 | 552,373 | 833,350 348,257 194,144 18,246 21,642
1995 | 1,955,083 | 480,440 | 757,717 419,942 247,731 23,704 25,549
1997 | 2,129,448 | 499,850 | 735,383 471,626 365,028 30,565 26,996
1999 | 2,141,454 | 476,507 | 679,298 479,036 438,549 38,544 29,520
2001 | 2,328,635 | 543,245 | 662,224 | 462,021 570,165 54,781 36,199
2017 | 2,341,726 | 117,086 | 398,093 351,258 1,117,086 | 234,172 93,669
2018 | 2,276,928 | 150,543 | 380,978 259,842 1,105,859 | 298,055 81,651

Source: Statistics and Information of the Employees of the Executive Organs of Iran**

By 2018, these numbers had risen to: lower than high school diploma, 150,543;
high school diploma, 380,978; associate degree, 259,842; bachelor’s degree,
1,105,859; master’s degree, 298,055; and doctorate, 8,651.>° As the table above
shows, the number of employees with higher education has increased, allow-
ing government employees a bigger say and larger role in the decision-making
and the policy implementation.*

Lifestyle

The number of households that owned a car increased from 18.3 percent in
1977 to 42.5 percent in 2019. In 1977, in rural areas, only 7.6 percent of
households had a refrigerator, and 18.8 percent had a stove; in 1989, these
ratios reached 49.3 percent and 56.2 percent, respectively. That is to say, the
use of the refrigerators increased 6.5 times, and stoves tripled. In cities, the use
of refrigerators increased from 73 percent of households to 90 percent, and
stoves from 70 percent to 87 percent. While in 1977, approximately 3.2 percent
in rural areas and 52 percent in urban areas had televisions, this rate in 1989
increased to 41 percent in rural areas and 87 percent in urban areas. By 1996,
some 10,416,983 households owned a television. The extent to which house-
holds enjoy other such domestic amenities is shown in Table 4.%*

Table 4. Household Amenities

Amenities 1986 1996 2006 2019
Electricity 6,908,222 8,049,251 11,706,442 28,749,257
Phone 940,477 1,268,540 4,026,648 38,505,955
Tap Water 6,127,447 7,087,350 10,712,271 16,271,000
Piped Gas 498,547 1,084,576 3,819,846 20,000,000
Air Conditioner 2,317,292 2,561,999 4,147,255 NA
Centralized 455,984 4,670,708 7,674,160 NA
Heating

Homeowner 4,709,888 6,814,221 8,444,208 22,830,003

Source: Statistical Center of Iran*
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Prior to the 1979 Iranian In short, in the aftermath of the revolution,

R luti th Ii a solid foundation was laid for the growth
evoiution, the ruling of the new middle class. The state education

aristocracy, senators, plan and policies, the expansion of private

ministers, and man agers and semi-private universities, increasing lit-
! eracy, sprawling urbanization, and lifestyle

of the Pahlavi era were changes led to the emergence of a new class
considered part of the that had a higher level of awareness and el-

evated expectations of the political system.
upper classes

The eight-year term of Hashemi Rafsanjani’s
presidency (1989-1997) proved to be a turn-
ing point in the formation and growth of this class. Yet this class carried within
it two inherent opposing characteristics that were noticeably influenced by the
religious culture of Iranian society: the new religious middle class and the new
fairly secular middle class. Religious intellectuals —urbanites associated with
religious institutions and part of the bureaucratic forces— were from the new
religious middle class that had played a key role in the victory of the Iranian
Revolution. After the revolution, the religious middle class gradually split into
two groups: religious reformists and religious fundamentalists.

At the same time, there emerged a new relatively secular middle class that in-
cluded part of the private sector economic activists and many others who were
familiar with Western societies and new media. This group, which advocated
secularism and pluralism in politics, gradually expanded its ranks in the sec-
ond decade of post-revolutionary Iran, seeking to expand and strengthen its
role in society.*

From Political Development to Economic Security

Prior to the 1979 Iranian Revolution, the ruling aristocracy, senators, min-
isters, and managers of the Pahlavi era were considered part of the upper
classes. They nevertheless lost their perks, privileges, and powers immedi-
ately after the revolution. Between 1979 and 1989, however, the traditional
Bazaari class (merchants and businessmen) was upgraded to the upper class
in large part due to their active participation and formidable support for the
revolution. During the presidency of Hashemi Rafsanjani, however, the tra-
ditional Bazaari bourgeoisie encountered a new competition from the indus-
trial bourgeoisie (technocrats, industrialists, and investors), with the latter
rising to the level of the upper class while also undercutting the position of
the traditional forces of the Bazaar. Subsequently, a tacit coalition was forged
among some members of the modern middle class and part of the lower class
that paved the way for the landslide victory of President Seyyed Mohammad
Khatami in 1997.*!
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After Rafsanjani’s government came to power, the interests of the new mid-
dle class expanded due to the economic development and relative social mo-
bilization that took place during this period. These interests were mostly in
the political sphere and included participation in political affairs, freedom of
expression, and the rule of law. Rafsanjani’s economic programs led to the ex-
pansion of higher education and hence the middle class. Yet, at the same time,
the lack of political freedoms alienated the educated and intellectual classes.
In the ensuing elections, Khatami came to power, promising an open political
climate. The result was the emergence of a new middle class in ministries and
several state institutions, including the parliament.

Between 1997 and 2005, the new middle class grew powerful, gaining more
leverage than in the past in both the social and political realms. Increasingly,
Iran’s new and urban middle class, from intellectuals to middle class parties
and from journalists to technocrats, found its way into the corridors of power.
During the Khamati era (1997-2005), despite the expansion of civil society
and democratic openings, economic hardship intensified income inequality,
caused further poverty, and spurred rampant inflation. Not surprisingly, in
the 2005 presidential election, the lower classes of the society, with about 11
million votes in the first round of elections, appeared on the Iranian political
scene, this time without aligning their interest with those of the middle class.*
While in the 1997 elections, the lower class and the new middle class forged
an alliance to support Khatami, in the election of 2005, by contrast, the lower
class broke its alliance with the middle class, and its political demands took
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During Rouhani’s presidency, a different turn. The revolutionary
the reformist social base middle class became the conserva-

4 tive middle class in 2005.%
despite the restrictions

imposed during Ahmadinejad’s The formation of social classes after
the election of 2009 was fundamen-

preSidenCYI once again tally altered, as the new middle class

relied on the authority of the found themselves marginalized by
. th list and pro- lici

reformists to vote for Hassan CpopR AN P PacT DOt

of the Mahmoud Ahmadinejad Ad-
Rouhani ministration. The common aspira-
tions of this class led to their cohe-
sion for the eleventh presidential election in 2013 and the tenth term of the
Iran parliamentary elections in 2015. A great sense of pessimism and frustra-
tion gripped the new middle class. Yet they proved energetic enough to partic-
ipate in the 2009 elections and its subsequent protest movement known as the
“Green Movement,” challenging the second-term election of Ahmadinejad. In
the ensuing presidential elections of 2013 and 2017, the participation of the
new middle class proved crucial to the election of Hassan Rouhani.

While Rouhani’s success in signing the 2015 nuclear deal with the P5+1 was
seen as a substantial foreign policy gain for his administration, the re-imposi-
tion of further sanctions by the Trump Administration resulted in significant
economic hardship for the vast majority of Iranians, dramatically undermin-
ing Iran’s reformist camp. Iran’s June 2021 presidential election, which led to
the victory of Ebrahim Raisi, also showed the frustration of the middle class. In
this election, about 48.8 percent of eligible voters participated, which was the
first time that less than half of all eligible voters participated in a presidential
election. Of those who voted, approximately 12 percent cast ballots (white or
distorted votes) in the ballot box as a sign of protest vote.

The participation rate in large cities, which mainly consists of the middle class,
was even lower than 48.8 percent. Most notably, in Tehran, the participation
rate was 26 percent. One of the reasons for this dramatically low turnout was
the way in which the Guardian Council disqualified all major reformist can-
didates from the race. Only two candidates close to the reformists, who were
less well known on the reformist spectrum, were vetted. This issue manifested
itself more in the protest votes (11.86 percent) and the non-participation of the
middle class in this election than anything else.

As a result, reformists have gradually lost their credibility with a large segment
of their supporters. Even with the encouragement of major reformists like
Mohammad Khatami, Mehdi Karroubi, and Behzad Nabavi, many reformist
groups and factions refused to participate in the latest presidential election.
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This stood in stark contrast to how the former president, Mohammad Khat-
ami, in the 2013 and 2017 presidential elections motivated a massive wave of
support for the election of a moderate candidate like Rouhani.

The assassination of Saeed Hajjarian, a reformist political strategist, the at-
tack on the dormitory of the University of Tehran in 1999, and the arrest of
members of the “Islamic Iran Participation Front,” who were among the main
leaders of the reformist movement, further weakened this political movement
after the 2009 presidential election. During Rouhani’s presidency, the reform-
ist social base, despite the restrictions imposed during Ahmadinejad’s presi-
dency, once again relied on the authority of the reformists to vote for Hassan
Rouhani. After the 2015 nuclear deal, conservatives attacked the Saudi em-
bassy in Iran to undermine Rouhani’s foreign policy, and provocative missile
tests were carried out to complicate —if not weaken- Rouhani’s foreign policy
stance.

As noted above, in addition to the low level of public participation in the re-
cent presidential election, which was a record low turnout in a presidential
election after the 1979 revolution, the increase in the number of invalid votes
in this period has been many times more than in the previous presidential
elections. These invalid ballots were, in fact, a follow-up to the campaign that
was formed before the election, signaling a sign of protest against the election.
More than 3.7 million people who participated in the thirteenth presidential
election refrained from writing the names of any candidates on their ballots, a
remarkable sign of protest of this election. In addition, 51.2 percent of eligible
voters did not vote, illustrative of a widespread boycott of the election.**

Although not all those who boycotted the presidential election were, in fact,
opponents of Iran’s political system, many were distrustful of the current po-
litical regime. This was clearly a reaction to the way in which the Guardian
Council restricted the number of presidential candidates. Many reformists
considered this a prelude to the rollback of democracy in the coming years.
Conservatives, however, blamed the Rouhani government for the low turnout,
attributing the lack of the usual levels of participation to a backlash against the
poor performance of the Rouhani Administration —and not to the political
regime. The weakening of the modern middle class also had much to do with
such a low turnout.

The Impact of Sanctions on Iran’s Social Classes

The concern with poverty has almost always been related to the lower lev-
els of Iranian society. Today, however, poverty has also gripped those sections
that are not normally seen as the poor. The prevailing perception inside and
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The economic crisis has outside of these layers has been that they

are less likely to become poor.”* A key factor
not only prevented the contributing to the impoverishment of Iran’s

Iranian people from lower classes has been sanctions. Although
raising their Ilvmg sanctions have been aimed at ratcheting up
the pressure on the political elites, too often,

standards since 2010 but they have caused severe economic crises for
has almost completely the country at large while largely harming

ordinary Iranians. Similarly, household in-
erased the results of a come and consumption have been adversely

decade of progress affected.

The effect of sanctions on Iran’s economy has been twofold; it has both reduced
government revenues from oil exports and Iran’s trade with the outside world.
The decline in export earnings has led to the devaluation of Iran’s national
currency, rising inflation, and hitting household budgets. The decline in gov-
ernment revenues has, in turn, led to a recession that has hurt both consump-
tion and employment. A household consumption survey shows that per capita
spending has declined since 2010 and has dropped even further as the U.S.,
under the Trump Administration, pulled out of the Iran nuclear deal in 2018
and launched a “maximum pressure” campaign.

The effects of the economic crisis created by the sanctions have not been evenly
distributed, with rural households having been hardest hit by the crisis. Since
2010, the poverty rate in rural areas has doubled, and in urban areas, it has in-
creased by 60 percent. Unlike 2011, when the emerging cash subsidy program
protected the poor from the negative consequences of tougher sanctions under
President Obama, in the ensuing years (2019-2020), Iran’s welfare organiza-
tions and the financial assistance program have been severely weakened. They
have failed to prevent a sharp fall in consumption rates across the country’s
social spectrum and the soaring poverty rates. Since 2011, the income of ap-
proximately 8 million middle class citizens have shrunk, swelling the ranks of
the poor by more than 4 million.*

Impact of Sanctions on Iran’s GDP

President Trump’s “maximum pressure” strategy has had devastating conse-
quences for Iran’s gross domestic product (GDP), sharply declining and stran-
gulating the country’s economy. Aside from these sanctions, the spread of the
COVID-19 pandemic has inflicted massive damage on Iran’s economy. The
U.S. sanctions, which have reduced Iran’s oil exports and foreign trade, have
dealt a severe blow to Iran’s economy, resulting in a catastrophic drop in the
living standards of ordinary people. Regarding to the figure 1, in the short
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period between the reduction of sanctions in 2016 and their re-imposition in
2018, Iran’s economic growth (GDP growth) sharply declined from 13 percent
per year to minus 6 percent show a worse picture, with the average standard
of living falling by 17.7 percent during 2010-2019. As a result, per capita con-
sumption in 2019 was back to 2002 level. The figure also shows the increase in
non-oil GDP per capita. Even with declining oil revenues after 2010, this rate
has been on the rise. Personal consumption data obtained from expenditure
surveys.”’

Figure 1: GDP and Non-Oil GDP per Capita, 5-Quarter Moving Averages

GDP per capita
Nonoil GDP per capita

25

Million, rials

1990Q1
1995Q1
2000Q1
2005Q1
2010Q1
2015Q1
2020Q1

Year, quarter

Note 5-quarter moving average

Source: Djavad Salehi-Isfahani (2020)**

Impacts of Sanctions on Standard of Living

Despite the governments efforts to address the issue of poverty through cash
and non-cash assistance, the economic conditions have deteriorated in the
last two years, especially in rural areas. During the period 2011-2012, gov-
ernment cash assistance slightly reduced the impact of Obama sanctions, and
the poverty rate actually fell. In 2018, however, with the re-imposition of new
sanctions, cash assistance failed to help households due to inflation, and the
poverty rate in the country increased as a result. The average standard of liv-
ing fell by 17.7 percent between 2010 and 2019. Consequently, per capita con-
sumption in 2019 returned to 2002 levels. The economic crisis has not only
prevented the Iranian people from raising their living standards since 2010 but
has almost completely erased the results of a decade of progress.*
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Figure 2: Real Expenditures per Person per Day (2020 Prices)
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Figure 3: The Rise and Fall of Living Standards
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Consumption of different social classes has also been seriously damaged as
a result of sanctions. Figure 3 shows the average per capita expenditures of
Tehran and other urban areas, which are adjusted according to the consumer
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All sectors have been hit hard since the temporary drop in oil prices in 2008,
which was quickly followed by rising sanctions. While in Tehran, the average
consumption remained almost constant after 2008, in the rest of the country, it
decreased sharply by nearly 30 percent in rural areas and 11.6 percent in other
urban areas (Figure 2).*2

Government employees’ jobs have been better protected during this crisis than
in other sectors. Rural and smaller areas have benefited the least from govern-
ment support. These areas were more geographically and politically distant
from the centers of power and the national treasury and therefore benefited
less from the government’s social protection policies. The figure 3 also shows
all three regions experienced a short recovery after the nuclear deal (JCPOA)
went into effect in 2016, a positive blip in the otherwise depressing picture of
living standards that is hard to square with some claims in Iran that all of Iran’s
economic problems are due to the JCPOA.

The Impact of Sanctions on Poverty Rate

In 2019, out of 10 million people described as poor, 4.8 million lived in rural
areas, 4.4 million in urban areas, and less than 1 million in the capital city,
Tehran. In all three areas, poverty rates follow the path of rising and falling
average living standards (Figure 4). Poverty in rural areas is higher and more
volatile than in urban areas and Tehran. It should be noted, however, that all
regions experienced declining poverty rates between 2000 and 2007, when oil
revenues were high and rising.*

Poverty rates were relatively stable and low until 2012, when the value of the
Iranian currency collapsed under the pressure of Obama’s sanctions, after
which it began to rise. The impact of Ahmadinejad’s 2010 subsidy program
on poverty reduction in 2011-2012 can be seen despite the tightening of sanc-
tions. After 2012, all poverty rates continued to rise, while rural poverty rates
grew faster than in other areas. The deepening economic crisis following the
launching of a “maximum pressure” campaign implemented by the Trump
Administration can also be seen in the rapidly rising poverty rate across the
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country from 8.1 percent in 2017 to 12.1 percent in 2019. The four percent
increase meant that another 3.2 million Iranians had fallen below the poverty
line in two years.*

In general, in the middle of the 2000s, the lower six deciles reach a total of 30
percent of national income. The share of the lower two deciles is about 5.5 per-
cent. In recent years, the richest decile has earned about 14 times as much as
the poorest decile.”” The population below the absolute poverty line reached 15
percent from 2013 to 2017 but increased to 30 percent from 2017 to 2019.% A
report entitled “Poverty Monitoring,” published by Iran’s Ministry of Cooper-
atives, Labor and Social Welfare in the summer of 2021, indicated that in 2020
the per capita poverty line, with an average growth of 38 percent compared to
the previous year, had reached one million and 254 thousand tomans ($ 6).
Expenditure and income figures in this report show that in 2019, one-third
of Iranian households lived below the poverty line.*” While growing poverty
became a pervasive trend in the lower six deciles, it also increasingly charac-
terized the living conditions of those in the third to sixth deciles. Given that
the middle class makes up approximately 35 percent of Iran’s population, the
epicenter of poverty —emblematic of the ongoing economic decline- continues
to be clearly the fourth decile. The situation in the first to third deciles has also
dramatically grown worse.*

Figure 4: Poverty Rates by Region (1984-2019, Percent)
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The Impact of Sanctions on the Middle Class

The economic crisis has also adversely affected the well-being of the country’s
middle class. While the number of people below or near the poverty line is sig-
nificant because they have the least ability to cope with declining incomes, the
size of middle-income groups affected by sanctions has significantly increased.
While the poor are eligible for various types of government assistance, mid-
dle-income groups are not, as they should rely solely on their source of income.

Groups at the lower levels of the middle class are not sufficiently shielded from
the poverty line so as to maintain their current status if the financial crisis deep-
ens. Therefore, they are just as vulnerable as the poor and need social protection
in a deteriorating economic situation. The main concern about the status of the
middle class, which is those who are well above the poverty line and do not run
the risk of becoming poor, is the damage to their long-term socio-economic de-
velopment. Since the escalation of sanctions in 2011, the middle class share has
fallen by nearly 10 percent, from 58.4 percent in 2011 to 48.8 percent in 2019.
This means that some eight million people of the middle class have suffered
economic fallout from the disparate impact of these sanctions (Figure 5).”

Figure 5: The Evolution of Income Classes (1990-2019)
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Trump’s maximum pressure campaign in May 2018 reduced Iran’s oil exports
to a trickle and froze 90 percent of all the reserves Iran had abroad ($122.5
billion in 2018, according to the IMF).** Growth took a dive, from +7 percent
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Perhaps the impact of sanctions has been most discernible in the case of wom-
en’s ability to claim and enjoy their human rights. Today, as many leading Ira-
nian women observe, Iran’s “middle class woman” has become a disappearing
category. “Although women outnumber men in university enrollment, they
often graduate to find that employers prefer to hire men.”* The dismantling of
Iran’s economy and its people’s livelihood has been transpiring in the lives of
the very constituency that has been working for reform, democratic rights, and
liberalization, and in whose name the Trump Administration officials spoke:
“Middle class Iranian women.” The vicious sanctions imposed on Iran thus
far have significantly diminished women’s fragile gains in employment, upper
management positions, and leadership roles in the arts and higher education
and, more importantly, have undermined their capacity to seek legal reforms
and protections.*® Faezeh Tavakoli, a historian with the Institute of Humanities
and Cultural Studies in Tehran, echoes a similar sentiment: “The pressure on
women, on the middle class, is utterly oppressive. I just don’t find the justifica-
tions for sanctions at all persuasive, certainly not from a feminist perspective.
You can't tell people, ‘starve’ and then seek freedom.”>’

The Gradual Erosion of the Modern Middle Class: Some Implications

Today, the modern middle class in Iran is economically close to the lower class
of society, and its demands are primarily economic and not political develop-
ment. Gholamhossein Shafei, head of the Iran Chamber of Commerce, opines
that the fifth and sixth deciles of the middle class have become poor and that
the country’s middle class is fast disintegrating.”® Currently, among graduates
of higher education, 1,185,294 are unemployed, of whom 224,435 have asso-
ciate degrees, 797,375 have bachelor’s degrees, 158,309 have master’s degrees,
and 5,175 have doctorates.”

The deteriorating economic situation of the modern middle class led to the
results of the recent parliamentary election (February 21, 2020), which, with
42.5 percent, marked the lowest rate of participation in the past eleven rounds
of the Islamic Consultative Assembly elections. Economic insecurity, the main
cause of the protests of November 2019, was a tipping point in the diminish-
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ment of participation in the elections. The conservatives won a decisive ma-
jority of seats (three-quarters) in parliament due in large part to the fact that
many reformists refused to run, and also a great number of reformists were
also disqualified from doing so by the Guardian Council. This issue was more
evident in the city of Tehran than in other cities, where all 20 representatives
from the capital city belonged to the extremist conservative camp.

While middle class protesters in 2009 demanded political development and
basic freedoms, the November 2019 protesters, led largely by the poor classes,
voiced their economic concerns. The protesters’ slogans contained no refer-
ences to freedom, civil society, or political development but rather reflected
their disappointment with economic insecurity. Some of them even expressed
outright support for Reza Shah (the first Pahlavi king), whose benevolent dic-
tatorship was founded upon building infrastructure and addressing the coun-
try’s modernization imperatives.

Unlike the reformists, those who voted for Raisi see the consolidation of power as
a positive sign, as this has placed all the levers of powers, including the executive,
the parliament, and the judiciary, in the hands of conservatives. This monopoly
of power by the conservative camp not only renders the middle class unrepre-
sented in the national power structure it also makes their return to power in the
coming years all the more difficult. It is equally important to realize that the eco-
nomic pressure following President Trumps withdrawal from the JCPOA and
the imposition of new sanctions on Iran has made the situation for Iran’s middle
class much worse. In 2018, with the start of sanctions and the ongoing misman-
agement of the economy, the country faced a negative growth rate of 5 percent.

Consider, for example, widespread protests that began on July 15, 2021, in
different cities of Iran, demanding accountability from officials over repeated
power cuts and water shortages. These protests were and continue to be a
backlash to government mismanagement and climate-related crises, includ-
ing extreme drought, dust storms, and an unprecedented heatwave. Protesters
have been chanting anti-government slogans while denouncing the country’s
leadership amid severe water shortages in southwestern parts of the country.
Other cities and provinces have joined these protests, which were preceded by
labor unrest and ongoing strikes by oil workers in Khuzestan province. Thus
far, Iran’s middle classes have seemingly refrained from participating in these
street protests. If, however, these demonstrations sustain over time, the possi-
bility of middle classes taking part in them will likely enhance. This outright
display of anger and frustration directed at government mismanagement will
likely test Iran’s new president, Ebrahim Raisi.®

These developments demonstrate that a growing number of the middle class
members have turned their attention away from political development and to-
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ward economic issues. The weakening of the middle class will hold negative
consequences for the country’s foreign policy. Western scholars, such as Norris
M. Ripsman, point out how domestic support for regional détente, improve-
ment of relations with the West, and adapting to globalizing forces proved
crucial during the Khatami presidency.®’ As the largest social class in Iran,
the middle class was the most powerful voting bloc in the 1997 elections that
brought Khatami to power. At that time, this class made up only 30.5 percent
of the population and nearly 56.1 percent of the educated population of voting
age —namely those older than 16 and with at least a high school education.
By 2011, the middle class had doubled their share of the population to nearly
60 percent and of educated voters to approximately 81 percent.®* Before the
victory of Khatami, the increasing economic hardship caused by the ongo-
ing sanctions had convinced Iran’s middle class that political accommodation
with the West and integration into the global economy might provide solu-
tions to the country’s economic bottlenecks. The ruling elites found opening
the door to global markets, foreign direct investment, and technology transfer
immensely appealing.

Mahmoud Ahmadinejad’s victory in 2005 introduced a new chapter in Iran’s
foreign and domestic policies. Unlike his predecessors, Ahmadinejad utilized
the attractive platform of social justice for the downtrodden, who had felt
neglected and marginalized for some time, and expressed great resentment
against rising inequality and poverty. Resorting to a populist platform, Ah-
madinejad popularized a “look to the East” foreign policy as the negotiation
with the EU-3 failed to yield a desirable outcome for Iran. This anti-Western
approach resonated deeply with the earlier years of the revolution.*®

Hassan Rouhani came to power as a result of the participation of the middle
class in the 2013 and 2017 elections. Rouhani had strong middle class support
in the 2013 election. In the first round, he won against six other candidates
with 51 percent of the vote, and in the second round, he won 57 percent of the
vote against his powerful rival, Ebrahim Raisi. Rouhani was backed by a base
of the new middle class and campaigned on resolving the nuclear issue with
the West. But the Trump Administration’s withdrawal from the JCPOA and
the imposition of a broad array of new sanctions on Iran weakened the middle
class in Iran while also undermining Rouhani’s Administration beyond repair.

Since 2011, the economic conditions of approximately 8 million people be-
longing to the middle class have significantly diminished, resulting in a con-
siderable decline in popular support for moderate parties and less favorable
views toward integration into the global economy. Perhaps more important
has been the eroding support for the JCPOA from 80 percent to 50 percent.
The Rouhani administration was blamed for the deteriorating economic con-
ditions. This backlash was apparent in comments made by Alireza Zakani, the
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icy and strengthening relations with China and Russia. At the same time, the
talk of normalization of relations with the West in an effort to strike a proper
balance between the East and the West, a position once very popular among
the members of the middle class, has fallen by the wayside.*® In his first press
conference after winning the election, Ebrahim Raisi underscored the impor-
tance of economic ties with China and downplayed the possibility of meeting
with American President Biden. Raisi was abundantly clear: “There are many
capacities between Iran and China, and we will definitely work to revive these
capacities. We have very good relations with China, and in the field of foreign
policy, the implementation of the comprehensive plan as one of the documents
and agreements between the two countries will definitely be on the agenda.”*

What Lies Ahead

Iran’s reformists were a party of imagined politics and democratic change of
the not too distant past. Today, however, a painful question persists: What hap-
pened? The Pahlavi era spawned modernizing programs that led to the emer-
gence of a new middle class in Iran, which, in turn, played a significant role in
advancing those programs. The growing visibility of this new middle class in
Iran’s politics after the 1979 Iranian Revolution reflected a larger shift in the
mindset of this class, away from apathetic indifference and toward great enthu-
siasm for and concern with politics. The aspiration of this class became closely
associated with advancing democratic demands and ideologies within the Ira-
nian political context. Although the key aspiration of this class was rarely eco-
nomic, it certainly had a great stake in the country’s economic prosperity. On
balance, however, Iran’s middle class was primarily driven by its longing for
political, social, and cultural changes.

In post-revolutionary Iran, members of the new middle class have developed
a deeper interest in political development than other social classes, owing in
large part to their professions. They remain culturally competent and socially
sensitive to broader societal issues. This reality may, in part, explain why this
class has consistently defended democratic reform. During the Constitutional
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In recent years, middle class
income has dramatically
plunged, compelling many
of its members to prioritize
economic security over
political reform

Revolution (1905-1911), for instance, the
upper classes (princes and nobles) and
the lower classes (farmers and peasants)
played little or no role in the revolution-
ary change. It was the middle class on
whose shoulder the lions share of the
burden of confronting the authoritarian
regime fell. Similarly, in the 1979 revo-

lution in which a broad array of social
forces and classes participated, it was the middle class that took up the mantle
of leadership in the hope of establishing a democratic system following the
collapse of the Pahlavi regime.

In recent years, middle class income has dramatically plunged, compelling
many of its members to prioritize economic security over political reform.
The implementation of the “maximum pressure” campaign against Iran after
Trump’s unilateral withdrawal from the JCPOA put a massive strain on Iran’s
economy, further worsening the country’s already deteriorating economic
conditions while also contributing significantly to the decline of middle class
income. In 2018, the imposition of new sanctions further exacerbated Iran’s
mismanaged economy. With the country’s economy in dire straits, reformists
saw middle class support for their camp slowly slipping away-broad-based
support widely regarded as vitally important social capital. At the same time,
reformists’ domestic and foreign policy stances came under heavy criticism,
with their economic performance lambasted by critics in general but by the
conservative camp in particular.

The slow demise of Iran’s middle class was —and continues to be- attributed in
no small part to ongoing U.S. sanctions. These unrelenting punitive economic
sanctions have weakened Iran’s middle class, and civil society marginalized
the reformist camp and fortified the authoritarian nature of Islamic populism
over the past four decades.*” In the face of ongoing U.S. sanctions and the de-
clining role of the middle class, Iran’s current ruling elites and the Revolution-
ary Guards will most likely turn toward implementing the “look to the East”
project —a deeply troubling foreign policy recalibration that has gained much
traction among the conservatives in recent years.

Unless the U.S. and its European allies take effective and sustainable initia-
tives to counter Beijing’s policies and commit Tehran to a long-term pact, we
may be witnessing the falling of Iran into a long-term authoritarian cycle from
which no escaping would be easy in the near term. The Islamic Republic is
seemingly preparing for such a long game, especially at a time when it faces
no formidable challenges from its middle class —a class that, for all practical
intents and purposes, has lost its strong appetite for the pursuit of accountabil-
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ity and democratic ideals for societal change. We could take the relentless U.S.
sanctions on Iran as an occasion to ask whether such a policy has precipitated
the death of Iran’s reformist camp as well as the imagined political ideals of
its middle class. While it is wrong to understate the role that Iran’s internal
political and economic dynamics —economic mismanagement, endemic cor-
ruption, and the COVID-19 pandemic- have played in mitigating the power
of its middle class, it is equally misguided to presume that U.S. sanctions were
secondary in relation to the shrinking of Iran’s middle class.

Finally, another reason why the reform movement has failed can be attributed
to the actions of quasi-reformists actors in the parliament and government.
The performance of such reformists and their gradual removal from power
over the past few years, as well as the presence of reformists in power who were
not the true representatives of the middle class, has led to the conspicuous lack
of middle class participation in recent elections. Raisi’s rise to power has been
emblematic of the increasing erosion of the reformist movement in Iran. @
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