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Iran’s conservative politicians, known to be loyal supporters of Ayatollah
Khamenei, have been actively working to revitalise the regime’s revolutionary val-
ues according to his vision. President Ebrahim Raisi’s efforts to deliver on such

aims are linked with his hopes of becoming the country’s next supreme leader.

* As poverty and inflation increase in Iran, various rounds of protests demon-
strate brewing socio-economic discontent among ordinary Iranians. While
the regime’s direct response consists of severe repression, President Raisi’s
administration has also reacted with a mixture of propaganda, populist eco-
nomic policies, and attempts to strengthen relations with Eastern powers.

* Promoting a “modest lifestyle” as an Islamic and national virtue, condemning
economic prosperity as part of materialistic, Westernised culture, and cam-
paigning to change the nation’s consumption habits are among the current
regime’s key responses to economic privation.

* Declaring a commitment to solve the nation’s economic hardship through
populist gestures and policies that are short of robust economic solutions has
been emerging as an accompanying strategy.

* Doggedly pursuing the consolidation of ties with non-Western global powers
has been continued as a strategy to cope with Western sanctions.

* These elements are embedded in the encouragement, promotion, and support
of a new generation of political elite, frequently referred to as the “young jiha-
di managers,” who in Khamenei’s imagination, will be the vanguard of Iran’s

progress in the years to come.

Policy Implications

Iran on the path of re-revolutionising itself will be more resistant to demands
for change domestically, less likely to abandon its regional security strategies,
and harder for Europe to cooperate with. Therefore, it is important for EU and
German policymakers to take Iran’s longer-term strategies into consideration

in order to develop lasting responses to them.

Revitalising Iran’s Revolutionary Ideologies

Iran’s supreme leader, Ayatollah Ali Khamenei, has been grooming a new po-
litical elite for senior positions, with the intention of maintaining the regime’s

power and ensuring his own legacy. The new elite that came to power with
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the election of President Ebrahim Raisi is tasked with preserving the regime’s
anti-Western interpretation of Islam, turning Iran into a global economic power,
and strengthening the country’s role in regional and global security structures.
Over the past decade, multiple sets of guidelines have been published by the of-
fice of the supreme leader that lay out detailed and ambitious goals for the fu-
ture of Iran. Amongst those are two key documents, entitled The Islamic Iranian
Progress Model (Markaze Olgouye Islami Irani-ie Pishraft 2011) and The Second
Phase of the Revolution (Khamenei 2019). The former, first drafted in 2011 and
officially launched in 2018, is the supreme leader’s long-term vision. It adopts the
concepts and narratives of Shila Islam, jihad, and anti-imperialism. The model
sets out Khameini’s long-term vision for the country through to 2065 (1444 in the
Iranian calendar). It defines a wide range of targets from reducing Iran’s econom-
ic dependency on hydrocarbon resource revenue to increasing the country’s birth
rate. The other document, The Second Phase of the Revolution, is a communiqué
that was issued by the Office of the Supreme Leader on the 40th anniversary of
the Islamic Revolution in February 2019. It comprises two main elements: First, it
highlights the achievements of the Islamic Revolution as social justice, economic
advancement, independence from the West, and resistance against global imperi-
alism. Second, it outlines the regime’s priorities for the years ahead as science and
research, spirituality and morals, economy, political and economic independence,
foreign policy and dealing with adversaries, and how the ideal lifestyle of average
Iranian citizens can be executed in accordance with Shila Islam, which requires
(in the exact wording of the document) “intelligent jihad” (Khamenei 2019) to
counter the Western influence on the lifestyle of average Iranians. Although the
communiqué does not directly refer to The Islamic Iranian Progress Model, it is
indeed in line with its guidelines and demonstrates the supreme leader’s support
for the model.

The new Iranian elite has been assigned to implement relevant policies that will
materialise the vision laid out by these two key documents. This vision for Iran
does not see the country seeking economic prosperity or de-escalation at regional
or global levels. Instead, Iran should create, or contribute to creating, a new world
order, through which the Islamic Republic’s power is consolidated domestically,
regionally, and globally. The path towards achieving such goals is paved by the
newly emerged team of decision makers, who have an ideologically driven view of

the world. In their view, the world is witnessing a

new dynamism of the Islamic Awakening Movement based on the model of
resistance to the US and Zionists’ domination; the failure of US policies in
the West Asian region and the defeat of their traitorous allies in the region;
[and] the expansion of the powerful political presence of the Islamic Repub-
lic of Iran in West Asia, and its wide-ranging reflection across the world of

domineering powers. (Khamenei 2019)

The election of President Raisi has provided the new elite with special privi-
leges and an administrative monopoly that allows them to distribute resources
across their most loyal constituencies. The presidency of Raisi, widely known to
be Khameini’s preferred candidate, is a major step towards achieving the latter’s

long-term vision for Iran. Raisi has established a trusting relationship with the
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supreme leader, pledging full allegiance to him, and is willing to follow his guide-
lines unconditionally. For those reasons, it has been widely speculated that he
might stand a good chance of becoming Khamenei’s successor. Raisi’s presidency
is not expected to go smoothly. This is mainly due to the fact that Iran is expe-
riencing the toughest economic conditions since the Islamic Revolution in 1979,
and the economic hardship has deepened the rift between the state and its citi-
zens. This analysis will review the main challenges that Raisi’s administration is

expected to face and will highlight the strategic direction he will likely take.

Economic Decline: The Main Pain Point

Over the last decade, inflation has been one of the most pressing economic hard-
ships in Iran. Sanctions targeting the hydrocarbon sector and trade have affect-
ed the government’s ability to generate revenue. The loss of revenue created a
mounting budget deficit. The government has been increasing the money supply
to finance its budget deficit, which has predictably led to substantial devaluation
of the currency and rising inflation. Inflation stood above 30 per cent over the past
two years. As a result, by 2020, more than 30 per cent of Iran’s population was
living in poverty (Bazoobandi 2020). According to the Statistical Centre of Iran,
the average cost of living in urban areas doubled between 2018 and 2020. The

rise of inflation has pushed the majority of the Iranian middle class into poverty.

Widespread poverty has aggravated socio-economic dissatisfaction, which has
manifested in several rounds of labour strikes and worker protests. Such demon-
strations started during Hassan Rouhani’s presidency and have continued under
Raisi’s government. The protests have been diverse in terms of the geographic
location in which they occur, their duration (before they die off or are severely
suppressed by the local forces), and the sectors from which the workers come.
One day after the election of Raisi, a wave of labour strikes began across several
state-owned companies in the oil and gas sector. Workers demanded higher pay,
better job security, and improved working conditions. Since Raisi’s election, oil
and gas workers, civil servants within the judiciary, and teachers have all organ-

ised mass protests.

A new wave of unrest also began in May 2022 after the government announced
a decision to lift some of the food subsidies, a move that increased the price of
all food items, most crucially wheat and rice. These episodes have demonstrat-
ed mounting frustration due to declining welfare amongst different social groups
with varied political views. The depth of public discontentment became partic-
ularly evident when, in a rare move, judiciary employees held demonstrations
against the government’s refusal to increase their pay. The judiciary employees
are characteristically amongst the most loyal forces to the regime. Therefore, their

protest is a strong signal of the depth of the socio-economic dissatisfaction in Iran.

The administration’s policy solution to the public frustration over the rising in-
flation remains weak. While Raisi’s government has reportedly increased military
spending in its first proposed budget by 240 per cent, it grants only small salary
increases to government employees, including a mere 10 per cent pay rise for
teachers (Asia News 2021). The Islamic Revolutionary Guard Corps (IRGC) has

been a major recipient of the budget increase. In fact, the government has adopt-
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ed a heavy-handed response to all the popular protests, and the IRGC has been
a key player in the suppression of dissent. Violent clashes, detentions, and long
prison sentences for those involved in such protests have been common strategies

to tackle any form of public unrest in Iran.

Figure 1 shows the trend in rise of inflation and number of protests that took
place across the country between 2016 and 2021. As demonstrated in the figure,
there is a clear correlation between the rise of inflation and the rise in the number
of protests in Iran. In November 2019, widespread protests broke out in various
parts of the country. Protesters received a historically violent response from the
regime, which reportedly was directly ordered by the supreme leader and became
“the bloodiest crackdown on protesters since the Islamic Revolution in 1979” (-
Reuters 2019). The dip in number of protests in 2019 and the following year is
likely a result of the regime’s violence against the protesters in that period, along-
side an expected dropoff at the outset of the COVID-19 pandemic. In other words,
rather than providing a meaningful economic solution, the government has used

fear and oppression to deal with the rising dissent.

Figure 1. Inflation Rates and Number of Protest Incidents in Iran (2016-2021)
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sources: ACLED Data 2021; World Bank 2019; Donya-e-Eghtesad 2021a.

Beyond preparation of security and military forces to supress potential upheaval,
several strategies have been evident in the Raisi government’s agenda — namely,
managing public expectations through perpetuating a new narrative about eco-
nomic prosperity; implementing populist economic policies; and attempting to

strengthen relations with Eastern powers (i.e. Russia and China).

A New Narrative to Condemn Economic Prosperity

One of the strategies of the regime in response to the ongoing socio-economic cri-
sis has been to introduce a new political and religious narrative that, instead of of-
fering tangible economic solutions to address the poverty, seeks to associate what
many Iranians consider a better standard of living with negative concepts such
as consumerism, overconsumption, and greed. The latter two are often identified
by the Ayatollah Khamenei as key characteristics of the “Western lifestyle.” While
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regime critics describe this narrative as an effort to normalise poverty, some of
the most senior political and religious figures (e.g. members of the parliament,
Friday prayer imams, and Iran’s supreme leader) have been actively perpetuating
this narrative. Khamenei has frequently called for the “correction of consumption
patterns” to hold central importance in Iranian economic resistance strategies.
Islamic Republic of Iran Broadcasting (IRIB), the state-sponsored media corpo-
ration of Iran, has produced a series of programmes to show the citizens how
to cope with their economic shortcomings. A live televised programme in which
Iranian women in conservative outfits discussed how to mend their children’s
clothes (when they cannot afford new ones) prompted widespread criticism by

Iranians across various media (including in diaspora communities).

The government’s effort to change consumption patterns in Iran has often been
referred to in terms of controlling domestic energy consumption. Iran’s high level
of domestic energy consumption and large energy subsidy bills have been a ma-
jor challenge for all previous administrations. The country’s total electricity con-
sumption increased by more than 400 per cent between 1990 and 2019 (IAEA
2019). In 2018 the government spent approximately USD 69 billion on fuel sub-
sidies. The total amount of subsidies is equal to approximately 15 per cent of the
country’s GDP (IAEA 2018). The change in energy consumption patterns does in-
deed require changes beyond those coming from citizens’ lifestyles and consump-
tion habits; updating public transport capacity and technology will also be crucial.
The narrative that condemns economic prosperity, however, is not limited to re-
forming energy consumption. It takes a holistic approach that condemns luxury
in life or, in Ayatollah Khamenei’s words, “gentility” (ashra’a f-ee gari), which
not only refers to maintaining a lavish lifestyle but also resembles an anti-revo-
lutionary ideological orientation, as such wording was often used to describe the
elite under last monarch of Iran. The supreme leader has officially ordered IRIB to
make the required effort to help change the perception of citizens on issues such
as “consumption, luxurious habits and extravagance” (IRIB News Agency 2016).
Khamenei has referred to such cultural change as “jihad,” an Islamic concept that
has been used in various contexts since the Revolution. All in all, as inflation and
socio-economic dissatisfaction remains high, the political leadership in Tehran
is using various propaganda tools to try to influence the citizens’ economic ex-
pectations and create a new culture of living under the banner of “Shila jihadi”
lifestyle.

Populist Gestures

Beyond a new narrative that condemns consumerism and ashra’a f-ee gari, Raisi
has demonstrated a strong tendency to adopt populist gestures in which he ap-
peals to the nation for their cooperation and “patience” and, regardless of the
facts, promises to relieve economic hardship and improve the standard of living.
In this narrative emphasising patience, citizens are often referred to as heroes fac-
ing a mortal danger caused by a combination of an economic war of sanctions (led
by the United States) and the economic incompetence of the previous adminis-
tration, while the current government is the sole power that is creating some kind
of revival to fight this crisis. In his election campaign, President Raisi set out eco-

nomic targets that will prove extremely difficult to achieve, such as building four
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million affordable housing units, creating four million jobs, and reducing inflation
to single-digit figures — all by the end of his (first) term. His campaign promises
were clearly made to resonate with those segments of society that have suffered
most from the economic hardship and to generate votes. Since his election, he
has made frequent visits to different parts of the country as a gesture to demon-
strate his efforts to resolve the people’s day-to-day struggles. Between his inau-
guration in August 2021 and December 2021, he made 11 provincial visits. These
visits were portrayed by the government as opportunities for citizens to share
their grievances with the president and seek assistance. During the visits, Raisi
reportedly received 35,000 letters directly from the citizens of those provinces.
The presidential office hired 300 people to log the public requests in a centralised
online portal that allows the citizens to receive updates and follow-on responses

(Donya-e-Eghtesad 2021b).

Whilst implementing some painful economic policies, such as cutting food sub-
sidies — referred to as “economic surgery” — Raisi’s administration has initiated
economic policies that are aimed at demonstrating his government’s commitment
to supporting the poor. Ehsan Khandouzi, Iran’s finance minister, announced that
the government has ordered all Iranian banks to fast-track small loan applica-
tions (ones less than IRR 1 billion, roughly equal to USD 4,500) without collat-
eral (Iranian Students’ News Agency 2022). The government of former president
Mahmoud Ahmadinejad had introduced similar initiatives in the early 2000s in
which the government allocated more than USD 80 billion, in the form of small
loans, to undesirable loan applicants, who were mostly unemployed. Nearly all of
the extended loans were used in ways diverging from those laid out in the applica-
tions. The credit policy, therefore, did not address the widespread unemployment
in Iran; instead, it led to a rise in inflation caused by an increasing monetary base
and created a property market bubble. A similar or perhaps worse result can be

expected from similar credit schemes under Raisi.

Unlike the current administration, Ahmadinejad’s government had access to very
high oil revenue. Distributing loans under such schemes will further pressure the
government vis-a-vis the budget deficit, as Raisi’s administration is short of cash,
mainly due to a decline of hydrocarbon export revenue. If the nuclear negotiations
conclude in a deal, Iran is expected to receive a hefty sum from its assets abroad,
which have been frozen due to the banking sanctions, in addition to benefitting
from a rise in hydrocarbon export revenue. Such schemes require spending some
of those assets to finance short-lived populist initiatives that aim to demonstrate
success in improving the livelihood of most underprivileged Iranians. Neverthe-
less, converting foreign assets to finance such credit lines will bring further infla-

tionary pressure that would likely increase public discontent.

According to the Central Bank of Iran, by September 2021 the loan-to-deposit ra-
tio of the banks stood at about 82 per cent. Given the economic hardship caused
by the sanctions and years of mismanagement, the country’s banking system is in
an extremely fragile state (Oxford Analytica 2022). Adding pressure by extending
more bad loans (i.e. to low-income applicants with no collateral, who are likely to
default) will only increase the existing risk of a banking crisis in Iran. Unless the

Raisi administration is planning to use such announcements merely as a populist
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gesture, releasing such credit in the current economic environment will only add

to the prevailing economic problems.

No West, Yes East 1

Like his predecessors, Raisi has been following the strategy of consolidating ties
with non-Western powers (i.e. Russia and China). Since his inauguration, Raisi
has made three trips abroad: to Tajikistan, where he attended the Shanghai Co-
operation Organization’s meeting; to Turkmenistan, where he attended the Eco-
nomic Cooperation Organization’s meeting; and to Russia. Beyond the fact that
he is reluctant to travel to Western countries due to the security risk caused by his
alleged association with the mass executions of the 1980s in Iran when he was a
member of the “Tehran death committee” (Wintour 2021), his frequent visits to
non-Western countries indicate his determination to consolidate Iran’s alliance

with Eastern powers.

Raisi has also been advancing an Iran—China alliance that was initiated by
Rouhani through the 25-year strategic cooperation agreement. The agreement,
signed in March 2021, brings Iran into China’s Belt and Road Initiative and in-
cludes economic, military, and cybersecurity collaboration. Raisi’s foreign minis-
ter, Hossein Amir-Abdollahian, visited China in January 2022 for further discus-
sions on the agreement. It is not surprising that relations with China, the biggest
buyer of Iranian oil, are a top priority both for the Iranian government and for
Beijing. Beyond the day-to-day business and trade, however, engendering closer
relations with China has been an aspiration for the leaders of the Islamic Repub-
lic in Iran. China’s growth model, which offers limited economic liberalisation to
manage public expectations, has long inspired Iran’s revolutionary leaders, who

share China’s anti-West sentiments.

The main difference between the economic narrative of Raisi and that of his direct
predecessor in terms of non-Western partners is that Raisi and his team claim to
have the ability to turn Iran into a global economic power without the need for
sanctions to be lifted. Such claims may well have been inspired by the Chinese
and Russian models of economic success without any political reform. Moreover,
Iran has been investing in military and security capabilities, hoping to emerge as
a major regional power. Iran has not condemned Russia’s aggression in Ukraine.
Iran’s former defence minister, Rear Admiral Ali Shamkhani, wrote on Twitter
that the crisis in Ukraine shows how instability and insecurity in the East can
have major consequences for the West. Raisi is expected to pursue the “Look East”
strategies not only as mechanisms for economic survival, but also to form strong
alliances in the deeply divided global system and contribute to creating the new

world order in accordance with Khameini’s vision.

The New Generation of Policymakers

The Islamic Iranian Progress Model, which outlines the regime’s plans and pri-
orities for the coming decades in Iran, highlights the need for jihadi strategies to
achieve its goals. “Jihad” in this context is a term coined as part of official regime
propaganda during the Iran—Iraq War in the 1980s. The regime’s interpretation of

jihad is inspired by the Islamic concept of jihad that is mentioned in 17 surahs and
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400 verses of the Qur’an. In the narrative of the regime, jihad requires zeal and
selflessness to the point that the person is willing to give up her/his life to advance
the collective interest of Islamic society — all this in full compliance with ShiDa
Islamic values. The attributes of a jihadi according to the Islamic Republic, there-
fore, involve strong anti-Western and anti-imperialist sentiments. In Khamenei’s
words, jihadi management requires a “we can do it” spirit. He also emphasises
the important role of Iranian youth as the vanguard of the progress and the key

players in the management of the country in the years to come.

Raisi is widely understood to be committed to implementing Khamenei’s vision.
Ideological affiliation and regime loyalty are determining factors for appoint-
ments to senior positions in his cabinet. Some of his ministers were appointed
from within Khamenei’s closest inner circle. For example, Ehsan Khandouzi, the
minister of Economic Affairs and Finance, and Hojjatullah Abdulmaleki, minis-
ter of Labour and Social Affairs, both graduates of the most conservative higher
education institution in Iran (Imam Sadegh University), have been closely asso-
ciated with the Office of the Supreme Leader. The technical skills of the new jihadi
managers, the “ideal elite” to lead Iran in the decades to come, are quite different
than those that can be gained at “modern” educational institutions. Admission
to Imam Sadegh University requires a thorough background check and vetting.
As such, their academic work does not provide any link with modern econom-
ic or management theories and concepts. Instead, these topics are dealt with in
metaphors and propaganda-like recommendations that in most cases do not pro-

vide realistic solutions to the existing economic problems in Iran.

On his personal website, Khandouzi, for instance, shares a list of his publications,
some of which are focused on economic lessons learnt from the Qur’an. He has
been an advocate for economicjustice and progress according to Islamic teachings
rather than the economic models established by Western institutions. In one of
his papers, titled Economic Defence Strategies, from the Perspective of the Holy
Messengers, he discusses how holy messengers of God defended their followers
under siege and overcame strategic threats. Most of Khandouzi’s work focuses
on economic resistance, as he tries to relate the current economic challenges of
Iran to those of the holy Islamic figures. Abdulmaleki’s work, which shares the
same fundamentals as Khandouzi’s, has been frequently published on Khamenei’s
website. He has written extensively on the importance of an “economic jihad” and
“resistance” in Iran. His work, like that of Khandouzi, is focused on relating the
current economic challenges in Iran to traditional Islamic theological concepts.
The appointment of these figures to the most senior offices in charge of economic
policies is very much in line with Raisi’s overall populist discourse of heroes who
overcome mortal threats by their enemies by the will of God and a jihadi attitude
that entails collective self-sacrifices (mainly by the people). Taken together, hav-
ing the “jihadi” elite in the most senior offices of Raisi’s administration is expect-
ed to impact not only the corresponding policy formulated by them but also the

direction of the country in the longer term.
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Given Khamenei’s old age, it is speculated that Raisi’s overall strategies are in-
fluenced by his hope to become Iran’s next supreme leader. Against that back-
drop, appointing “young jihadi managers” to the most senior offices in Iran could,
therefore, be a decision with a long-lasting effect — a decision that not only ce-
ments the prospect of assuming the highest political power in the Islamic Republic
of Iran for Raisi, but also secures Khamenei’s full support for Raisi and his team
as the protector of the Islamic revolution’s legacy. As a result, Raisi’s governing

strategy as it has emerged since he came to office is built on three elements:

1. continuing populist gestures, combined with, if needed, oppressive measures
to control public unrest;

2. advancing “Look East” policies; and

3. grooming a new elite for senior political positions in preparation for the

post-Khamenei era in Iran.

Re-revolutionising Iran and the potential domination of jihadi management
strategies is indeed built on the principle of antagonising the West and would,
therefore, ultimately deepen the division between Iran and Western powers. The
most prominent non-Western global powers, China and Russia, provide a coun-
terexample of Western theories of a globalised world, in which the nations who
do not share the West’s democratic social and political values may change course
should they have mutual commercial interests. Over the next eight years (assum-
ing Raisi wins the next presidential election in 2025), the political strategy of Iran
is likely to be more in line with those of Russia and China than the European
countries. Iran on the path of re-revolutionising itself will be more resistant to
demand for change domestically, less likely to turn its back on its regional se-
curity strategies, and harder for Europe to cooperate with (in the context of the
nuclear negotiations and beyond). Finally, for all the reasons explained above,
should Iran’s economy be opened to the global market in the coming years, Russia
and China will be the top beneficiaries of such an opening ahead of any European
economy. Therefore, it would be naive to assume the bolstering of the ideolog-
ically oriented political discourse inside Iran will have no spillover effect on the
longer-term foreign strategies of the country, specifically as it concerns relations
with the Western secular governments. Moreover, policies that help legitimise
and strengthen the suppressive apparatus in Iran, such as removing the IRGC
from the US Foreign Terrorist Organizations list, must be dealt with carefully.
The IRGC’s business and military complex has been instrumental in forming the
regime’s most hardline strategies, working to achieve their aims. In addition to
the new “jihadi” elite, the IRGC will remain a key player in achieving the vision of

Iran’s supreme leader in the years to come.
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