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Abstract

This article aims to examine Iran’s economic policymaking based on the theory of
economic catch-up and to provide policy implications for overcoming the current
situation. Initially, the framework of the economic catch-up theory in the
Schumpeterian school is explained, emphasizing the roles of innovation, learning,
and the development of technological capabilities as key strategies for escaping the
middle-income trap. Accordingly, mere imitation of advanced countries cannot
lead to an economic catch-up; instead, countries must create new pathways and
leverage technological opportunity windows to distinguish their growth
trajectories. In the second part, through a systematic review of domestic studies,
Iran’s status is analyzed in terms of economic catch-up indicators. The analysis
identifies three main challenges for Iran: failure to achieve the catch-up stage based
on primary indicators, the divergence of Iranian industries from the catch-up and
path-creation stage, and differences in industrial targeting between Iran and
selected developing countries. The study proposes several key policy
recommendations: Fostering collaboration among various actors in research and
development, emphasizing vertical (industry-specific) policies in policymaking,
designing mechanisms to circumvent sanctions in technological collaborations,
prioritizing industries in relevant documents (such as the industrial policy
document), Selecting technologies based on catch-up indicators. These
recommendations are highlighted as essential for enabling Iran’s economic catch-
up and achieving sustainable growth.
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Extended abstract
Introduction

This study investigates Iran’s economic policymaking through the lens of the “economic
catch-up” theory, aiming to provide policy implications for overcoming the country’s
current developmental impasse. Unlike many previous studies that seek universal
prescriptions for economic growth—often advocating the imitation of advanced
economies’ institutions and policies—this research situates itself within the
Schumpeterian tradition, emphasizing the unique role of innovation, learning, and the
development of technological capabilities as the main strategies for escaping the middle-
income trap. The research identifies a critical gap in the Iranian context: despite decades
of policy efforts, the country remains unable to achieve sustained economic growth or
transition beyond a single-commodity economy. The study argues that mere imitation of
advanced countries is insufficient for achieving an economic catch-up; rather, countries
must forge new paths and exploit technological opportunity windows to distinguish their
growth trajectories. The significance of this research lies in its contextualization of
economic catch-up theory for Iran, especially under the dual pressures of persistent
sanctions and rapid technological change. The study highlights that the increasing pace
of technological disruption and Iran’s pool of young, talented individuals create unique
opportunities for catch-up. By systematically reviewing domestic studies and analyzing
Iran’s position according to key catch-up indicators, the research identifies three main
challenges: failure to reach the catch-up stage, divergence of domestic industries from
catch-up trajectories, and a mismatch between Iran’s industrial targeting and that of
successful emerging economies. The study’s motivation is to bridge this gap by offering
tailored policy recommendations that align with Iran’s structural realities and the broader
economic literature.

Method

The research employs a two-pronged qualitative approach. The first part involves a
theoretical exposition of the economic catch-up theory, primarily drawing on reputable
sources and a content analysis of Keun Lee’s seminal book, "The Art of Economic Catch-
Up" (2019). Qualitative content analysis enables the extraction of key concepts and policy
recommendations relevant to latecomer economies. This method is particularly suitable
for unpacking complex, context-dependent phenomena such as innovation systems and
technological capability building, which are central to the catch-up theory. The second
part of the study systematically reviews empirical and policy-oriented research on Iran’s
economic catch-up potential. The systematic review method is employed to aggregate,
evaluate, and synthesize existing evidence, thereby identifying research gaps and
informing new policy directions. The review focuses on studies addressing Iran’s
industrial policy, innovation capacity, and responses to sanctions, ensuring a
comprehensive understanding of the country’s challenges and opportunities. The
combination of qualitative content analysis and systematic review provides a robust
framework for generating actionable insights and policy implications tailored to Iran’s
unique developmental context.
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Results and Discussion

The study’s findings underscore the centrality of innovation capabilities in overcoming
the middle-income trap, as posited by Schumpeterian catch-up theory. Iran’s economic
structure, characterized by limited technological capabilities and overreliance on
commodity exports, has hindered its ability to transition to higher value-added industries.
The systematic review reveals that Iran lags behind in key catch-up indicators, such as
industry targeting, technological learning, and the creation of new growth pathways.
Unlike successful East Asian economies that leveraged windows of technological
opportunity and adopted sector-specific (vertical) policies, Iran’s industrial policies have
often lacked focus and adaptability. The research highlights the importance of fostering
collaboration among key actors in research and development, prioritizing vertical
industrial policies, and designing mechanisms to circumvent sanctions in technology
partnerships. Notably, the study identifies the potential of exploiting emerging
technological paradigms—such as modular technologies with short life cycles—as a
strategic entry point for latecomer economies like Iran. The discussion situates these
findings within the broader literature, noting both the similarities and contextual
differences with other late-industrializing nations. The study’s novel contribution lies in
its contextualized policy recommendations, which emphasize the need for indigenous
innovation, strategic industry selection, and the cultivation of domestic technological
capabilities as prerequisites for a successful economic catch-up.

Conclusion

This research demonstrates that Iran’s path to an economic catch-up requires a
fundamental shift from imitation-based growth strategies to innovation-driven
development. The key takeaway is that sustainable progress hinges on building
indigenous technological capabilities, fostering effective collaboration among public and
private actors, and strategically targeting industries with high potential for catch-up. The
study’s main contribution is the articulation of policy recommendations tailored to Iran’s
structural constraints and opportunities, including the prioritization of vertical industrial
policies, the use of sanctions as a catalyst for innovation, and the exploitation of emerging
technological windows. These insights have significant implications for policymakers,
suggesting that a nuanced, context-sensitive approach is essential for overcoming the
middle-income trap. While the study provides a comprehensive analysis, it acknowledges
limitations such as the reliance on qualitative methods and the need for further empirical
validation. Future research should explore the implementation of these policy
recommendations and assess their impact on Iran’s innovation ecosystem and economic
trajectory. Ultimately, the study underscores the importance of adaptive, innovation-
centric policymaking for countries seeking to achieve an economic catch-up in an
increasingly dynamic global environment.
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