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Abstract

Welfare economists maintain that markets are not always capable of allocating resources efficiently. They refer to such situations as
“market failures” and argue that, under these conditions, political institutions should intervene as complements to or substitutes for the
market. The principles of welfare economics were first formulated by Alfred Pigou. Welfare economists contend that governments are
responsible for correcting these failures, as uncoordinated individual decision-making does not lead to socially optimal outcomes. The
most efficient form of intervention is the least costly solution, determined through cost—benefit analysis. In this context, Amartya Sen, as
an economist and political philosopher, critically examined the normative foundations of welfare economics and development, seeking to
address the inevitable and dysfunctional contradictions within these theories by incorporating the human, social, and cultural dimensions
of society. The main objective of the present study is to critically evaluate the general approaches and socio-economically oriented policies
of the fifth and sixth administrations of Hashemi Rafsanjani through the lens of welfare economics, theories of justice, and Sen’s capability
approach. The present study adopts a descriptive—analytical method, and its central research question is as follows: based on Sen’s
capability theory, what are the most significant characteristics of the welfare policies of the fifth and sixth governments? The research
hypothesis suggests that the Hashemi Rafsanjani administration, by adopting policies of economic adjustment, privatization, and the
implementation of large-scale infrastructure projects, effectively neglected the socio-political foundations of society and prioritized the
economy within its governance framework. However, this approach not only generated a form of political crisis but also intensified
economic inequality within Iranian society. It can be argued that the general policies of the Hashemi government, in addressing economic
issues through a relatively radical adoption of welfare economics and development paradigms, sidelined alternative models of economic
development. Rather than focusing on the expansion of individuals’ capabilities to reduce poverty and inequality and to open the political
space for rational national dialogue, the Hashemi administration moved toward constructing a society that was politically closed and
economically highly dependent on the state.
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Extended Abstract

Amartya Sen’s critique of the normative and ethical foundations of welfare economics and development offers
a powerful framework for reassessing state-centered development strategies that privilege macroeconomic
growth while neglecting the human conditions that make development meaningful. Classical and neoclassical
traditions in welfare economics generally assume that welfare can be evaluated through aggregate indicators
such as income, utility, productivity, and gross domestic product, and that state intervention is justified when
it corrects market failures and restores efficiency. Sen’s intervention shifts the evaluative basis of development
away from goods, resources, and utilities toward what human beings are actually able to be and do. In this
view, justice cannot be reduced to the formal distribution of commodities, because individuals differ
significantly in their capacity to convert resources into valuable functionings. Development, therefore, must
be assessed in terms of substantive freedoms, effective opportunities, and the expansion of capabilities that
enable persons to choose lives they have reason to value. This perspective also redefines the relationship
between equality and justice, since equality is not exhausted by equal access to income or legal rights, but
instead requires attention to the diverse circumstances that shape human agency, social participation, and real
freedom. Sen’s approach thus challenges utilitarian and income-centered welfare models by exposing their
inability to grasp the multidimensional character of deprivation and by insisting that human flourishing must
stand at the center of any defensible theory of development (1, 2, 5, 10, 19, 30).

At the theoretical level, the capability approach rests on an integrated understanding of freedom, functioning,
agency, and social justice. Capability refers not merely to possession of means, but to the genuine opportunity
to achieve valued ways of being and acting. Functionings, by contrast, refer to actual achievements, and Sen’s
crucial insight is that the relationship between the two is neither automatic nor socially neutral. A person may
possess nominal resources and yet remain deprived because of institutional discrimination, poverty, illness,
gender hierarchy, political exclusion, or other structural barriers. This is why Sen distinguishes between
freedom as process and freedom as opportunity, emphasizing that justice requires both non-domination in
decision-making and access to meaningful life options. Such a perspective also expands the boundaries of
political economy by linking welfare to democratic participation, public reasoning, and social accountability.
At the same time, the capability approach has generated important debates. Some critics argue that it does not
sufficiently account for dependency, structural domination, or the morally corrosive nature of capitalist
accumulation. Others contend that the framework remains overly individualistic and does not fully theorize
the relational constitution of persons and interests within concrete historical societies. Yet even these criticisms
underscore the originality of Sen’s project: he transformed development theory from a narrow economics of
outputs into a broader inquiry into human freedom, dignity, and the social conditions of agency. In doing so,
he provided a normative vocabulary through which one may critically evaluate development regimes that
generate growth without justice, modernization without participation, and welfare without human
empowerment (9, 11-13, 18, 21, 22, 36).

The present study applies this theoretical lens to a critical examination of the welfare and development policies
pursued during the fifth and sixth administrations of the Islamic Republic of Iran under Akbar Hashemi
Rafsanjani. Methodologically, the study is descriptive-analytical and relies on library-based data collection,
documentary review, and qualitative interpretation of political and economic materials relevant to postwar
reconstruction and state-led development. Its central question is whether the developmental orientation of these
administrations, despite its explicit concern with reconstruction, modernization, and economic adjustment, was
capable of advancing the substantive capabilities of citizens in Sen’s sense. The study proceeds from the
hypothesis that the dominant policy orientation of the period was rooted in a model of welfare economics and
development that prioritized macro-structural reconstruction, privatization, market liberalization, and large-
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scale infrastructure projects while overlooking the social, political, and cultural preconditions of human
development. In this respect, the article does not treat economic planning merely as a technical domain; rather,
it examines its normative assumptions about the human person, the role of the state, the meaning of welfare,
and the place of justice in development. The interpretive framework also makes it possible to distinguish
between a state that is merely development-oriented in technocratic and growth-centered terms and a
developmental state that actively expands education, health, participation, social security, and freedom as
capability-enhancing conditions. By bringing Sen’s theory of justice into dialogue with the political sociology
of postwar Iran, the study seeks to clarify how an apparently successful development discourse may, in
practice, marginalize citizens as agents and transform them into instruments of aggregate economic policy (8,
16, 17, 20, 24, 31, 32).

The analysis suggests that the Rafsanjani administrations pursued reconstruction through a paradigm of top-
down development that regarded economic growth as the primary engine of national recovery and political
stabilization. Although these policies produced some achievements in macroeconomic indicators,
administrative restructuring, infrastructural expansion, and postwar rebuilding, they did not sufficiently
address the equitable distribution of opportunities or the enhancement of citizens’ effective freedoms. In
capability terms, the state emphasized functionings that were legible at the aggregate level, such as production,
construction, and investment, while giving inadequate attention to the underlying freedoms that would have
enabled individuals and groups to convert these changes into meaningful social advancement. As a result,
development tended to remain uneven, generating a widening gap between official narratives of progress and
the lived realities of many citizens, especially lower-income groups and peripheral communities. The state’s
reliance on public perceptions of improvement, rather than on a socially grounded understanding of deprivation
and empowerment, also reinforced a political distance between government and society. The study therefore
argues that the model of economic adjustment adopted in this period was not simply an economic strategy, but
a normative reordering of priorities in which national development was defined primarily through growth,
investment, and state-managed liberalization. Sen’s framework reveals the limits of such a model, because a
society cannot be called just or developed merely on the basis of improved aggregate outcomes if human beings
remain constrained in their real capacity to shape their lives, participate in public life, and access fair
opportunities for self-development (17-19, 28, 29, 35).

A second major finding of the study is that the developmentalism of the fifth and sixth governments neglected
the social and cultural dimensions of development and thereby deepened structural imbalances within Iranian
society. The expansion of privatization and state-guided liberalization did not result in a socially embedded
market order; instead, it contributed to the formation of a new economic stratum closely tied to state power
and dependent on the political architecture of the postwar order. This pattern intensified class differentiation
and reduced the possibility of broad-based participation in development. From the standpoint of the capability
approach, such a trajectory is deeply problematic because it enhances the concentration of economic advantage
without securing the public goods, institutional protections, and participatory mechanisms needed for citizens
to exercise agency. The contradiction was especially acute in the political sphere. On the one hand, the state
sought international normalization, foreign investment, and economic rationalization; on the other hand, it
remained wary of the political and ideological consequences of opening the social arena. The result was a
developmental discourse that welcomed economic restructuring but resisted the expansion of political
freedoms and autonomous civil participation. This contradiction also appeared in rural policy. Although rural
development entered the official discourse and some objectives such as public health, broader insurance
coverage, support for deprived regions, and attention to employment and education were formally recognized,
these initiatives remained weakly integrated with the broader governmental framework and were undermined
by discursive and structural incoherence. Consequently, rural development and social justice were treated more
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as ancillary objectives than as central components of a human-centered development strategy. Sen’s
perspective makes clear that development cannot be judged successful when it expands administrative capacity
and physical infrastructure while leaving untouched the deeper questions of empowerment, participation,
equality, and the substantive freedom of citizens to transform their own circumstances (16, 23, 26, 27, 30, 31,
33, 34).

In conclusion, the study finds that Sen’s theory of justice and capability provides a compelling critical
framework for understanding the limits of the welfare and development policies pursued during the fifth and
sixth governments of the Islamic Republic of Iran. These administrations approached development primarily
through the lenses of reconstruction, market adjustment, and macroeconomic expansion, but they did not
adequately incorporate the human, social, and political dimensions of development into their governing logic.
As a result, development was treated more as a project of state-directed economic transformation than as a
process of enlarging human freedom. The most important implication of this finding is that durable and just
development cannot be achieved through growth alone. A genuinely human-centered model must place
persons, not aggregates, at the center of policy; it must value education, health, participation, dignity, and
freedom as ends in themselves; and it must evaluate success not only by what the state builds, but by what
citizens are actually able to become. The experience of the Rafsanjani period illustrates that when development
is detached from capability, justice, and democratic inclusion, it may produce material change without social
balance, reconstruction without equality, and modernization without legitimacy.
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