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The purpose of this study is to examine the role of the
International Bank for Reconstruction and Development (World
Bank) in the formation and implementation of Iran’s First
Development Programe during the years 1949 to 1955. Adopting
a historical-institutional approach and based on official
documents and reports, the research analyzes the Bank’s
involvement in planning, consultation, financing, and project
evaluation related to the First Development Plan. The findings
indicate that the loan expected from the World Bank, which was
one of the two main intended sources of financing alongside oil
revenues, was not realized due to the political upheavals
following the nationalization of the oil industry and the
subsequent crises. Nevertheless, the World Bank played a
significant role in shaping the content of the plan and determining
development priorities through advisory frameworks, the
dispatch of expert missions, and the assessment of proposed
projects. This collaboration not only influenced the institutional
structure of the Plan Organization but also established Iran’s first
direct experience of engagement with an international financial
institution an experience which, although it fell short of fully
achieving the plan’s objectives, strengthened the intellectual and
institutional foundations of development planning in the
country..
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Introduction

Following the end of World War II and within the framework of the Bretton Woods
Agreements (1944), the International Bank for Reconstruction and Development
(IBRD), the main institution of the World Bank Group, was established with the
objective of reconstructing war-torn economies and subsequently supporting the
sustainable development of transitioning nations. The Bank’s primary mission was
centered on granting long-term loans, providing technical advisory services, and
supporting the creation of economic and institutional infrastructure. During this
same period, in the late 1940s, Iran was taking its first steps toward formulating and
implementing a centralized development planning system. Iran’s First Development
Plan (1949-1955) was designed with ambitious goals, such as modernizing
infrastructure, developing agriculture and industry, and improving social indicators.
The intersection of these two trends(the emergence of an international financial
institution and the beginning of development planning in Iran)forms the primary
context of this research. The main objective of this article is to conduct a detailed
investigation and analysis of the role of the International Bank for Reconstruction
and Development in the formation, financing, and implementation of Iran’s first
development plan between 1949 and 1955. The architects of the first plan based its
financing on two main pillars: revenues from oil sales and a $250 million loan from
the IBRD. However, major political upheavals, particularly the nationalization of the
oil industry in 1951 and the subsequent international crises, prevented the realization
of this loan, effectively eliminating one of the main financial foundations of the plan.
Despite this financial failure, Iran’s engagement with the World Bank was not
limited to loan negotiations. Through dispatching expert missions, collaborating
with international consulting firms, and providing evaluation frameworks, the Bank
left a profound and lasting impact on shaping the plan’s content, setting development
priorities, and establishing the institutional structure for planning in Iran, namely the
“Plan Organization.” Adopting a historical-institutional approach, this study
explores the multifaceted dimensions of this interaction and demonstrates how a
failed financial collaboration transformed into a foundational experience for
strengthening the intellectual and institutional underpinnings of development in the
country.

Theoretical Framework

This research is based on a “historical institutionalism” approach and the related
literature on the role of international financial organizations in the development of
nations. The role of the International Bank for Reconstruction and Development in
the development policies and programs of developing countries has been a
significant focus for researchers of the historical institutionalism school. Studies
show that this bank, in addition to its traditional role in financing projects, has
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evolved into a policy designer and institutional architect in borrowing countries.
Through conditionality and the transfer of specific models, it contributes to the
formation of particular development structures and paths. According to these
findings, a phenomenon known as “path dependency” causes the bank to continue
replicating old development patterns in different countries, even in the face of
changing environments and the inefficiency of these models.

Methodology

This research was conducted using a “Historical-Institutional Analysis” approach.
This framework allows the researcher to simultaneously analyze the interaction
between historical events (such as the nationalization of the oil industry) and
institutional structures (such as the laws of the Plan Organization or the rules of the
World Bank). This makes it possible to more accurately identify the process of the
formation, consolidation, and change in the World Bank’s role in Iran’s development
policymaking. The primary data for the research were collected from first-hand and
archival sources. These include official documents such as the annual reports of the
World Bank, minutes of the Iranian Council of Ministers, official correspondence
between the Iranian government and the Bank, reports from international consulting
firms, and laws passed by the National Consultative Assembly . These documents
enable a precise reconstruction of the chain of events and an objective assessment of
the Bank’s role. The main methods for data analysis were “qualitative content
analysis” and “comparative analysis” of the documents. Through these methods, the
dominant development discourses, power structures, and institutional patterns that
took shape during that period were identified. Additionally, to supplement the
historical and conceptual context, credible secondary sources, including books and
research articles on Iran’s economic history and the performance of the World Bank,
have been utilized.

Results & Discussion

The findings of the research indicate that the role of the International Bank for
Reconstruction and Development in Iran’s First Development Plan had two
distinctly different facets: a “failed” financial role and an “effective” advisory and
institution-building role.

1. Failure in Financing: The First Development Plan, with a budget of 21 billion
Rials, was heavily dependent on two sources of revenue: oil income (37.1%) and the
World Bank loan (31.9%). With the nationalization of the oil industry in 1951,
sanctions by Great Britain and its allies began, leading to a complete cut-off of oil
revenues and a halt in loan negotiations with the World Bank. Adopting a
conservative stance and influenced by international political pressure, the Bank made
the disbursement of the loan conditional on the resolution of the oil dispute,
effectively retracting its commitment. This resulted in over 70% of the plan’s
projected financial resources not being realized, and its implementation faced failure,
to the extent that Abolhassan Ebtehaj officially declared the plan null and void after



the 1953 coup d’état. This experience starkly demonstrated the extreme vulnerability
of planning reliant on uncontrollable foreign financial resources.

2. Success in Institution-Building and Knowledge Transfer: Despite the financial
failure, the World Bank’s impact in the institutional and intellectual spheres is
undeniable. The Bank had conditioned the loan on the presentation of a well-
documented and technical plan. This requirement compelled the Iranian government
to hire reputable international consulting firms like Morrison-Knudsen and Overseas
Consultants, Inc. The reports from these firms, based on technical and statistical
studies, provided for the first time a scientific and modern framework for
infrastructure development (dams, roads, ports), agricultural mechanization, and
industrial development. More importantly, the recommendations of these consultants
and the Bank’s emphasis on the need for an independent body to oversee the plan’s
implementation led to the establishment of the “Provisional Plan Organization” in
1948. This organization, which later evolved into the “Plan and Budget
Organization,” became the backbone of Iran’s development planning system for
decades to come. In effect, the engagement with the World Bank introduced the
concept of “scientific planning” into Iran’s political and economic lexicon and laid
the foundation for a bureaucratic-technocratic structure to manage the country’s
development.

In conclusion, although the First Development Plan failed to achieve its
implementation goals, it served as a historic “learning experience” and a turning
point in Iran’s development history. This experience showed that international
institutions can profoundly influence a country’s development path even without
direct financial participation, through the transfer of intellectual, technical, and
institutional models. This institutional legacy stands as the most significant
achievement of Iran’s engagement with the World Bank during that historical
juncture.

Conclusions & Suggestions

This historical-institutional research demonstrated that the role of the International
Bank for Reconstruction and Development (IBRD) in Iran’s First Development Plan
(1949-1955) was dual and contradictory. On one hand, in the financial dimension,
the World Bank, influenced by political pressures arising from the oil nationalization
crisis, reneged on its commitments to finance the plan. This action, which eliminated
one of the two main pillars of the plan’s budget, led to its implementation failure and
exposed the severe vulnerability of a planning system reliant on untrustworthy
external resources.On the other hand, in the institutional and intellectual dimensions,
the engagement with the World Bank proved to be a foundational success. The
Bank’s loan conditionalities steered the Iranian government towards employing
international consultants and formulating a modern, technically data-driven plan.
This process yielded two lasting achievements: first, the establishment of the “Plan
Organization” as Iran’s first specialized and independent development planning
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institution, which became the country’s intellectual engine for development for
decades; and second, the introduction of the discourse of “scientific planning” into
Iran’s managerial and economic lexicon.Therefore, despite failing to achieve its
physical objectives, the First Development Plan became a turning point in Iran’s
institutional history. This experience illustrates that the influence of international
financial organizations extends beyond capital infusion; through the transfer of
knowledge, management models, and institutional conditionalities, they can
profoundly shape a country’s long-term development trajectory (path dependency).
The primary legacy of this period was not the unbuilt roads and dams, but the
foundational establishment of a technocratic structure for planning that determined
Iran’s development destiny in subsequent eras. Based on the findings of this
research, the following suggestions are offered for policymakers and future
researchers:

For Development Policymakers: Diversify Financial Sources: To mitigate the
vulnerability of development plans to political and economic shocks, reliance on one
or two revenue sources (especially external or single-product export-dependent
sources) should be replaced by a diverse portfolio of domestic and international
resources. Strengthen Institutional Resilience: Planning institutions must be
designed to maintain their functional and technical independence against domestic
and international political pressures. This requires transparency, accountability, and
a robust legal foundation. Smart Management of International Engagements: In
collaborating with international institutions, a precise balance must be struck
between leveraging their technical knowledge and expertise and preserving national
policymaking autonomy.

Keywords: First Development Programe, International Institutions, Financing,
Development
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