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Iran has experienced four development plans after 1979. In other words, during last 

20 years Iran has been spending huge resources, energy, time, capital, etc. for achieving 
expected goals. Human development is a concept which is more talked and less 
considered empirically. Since the final goal and the end of all the plans is improving the 
level of people’s life and fulfilling them, it seems, therefore, the impact of plans and 
policies from this point of view. As human development seems to be capable for 
examining the changes of living level.The material and spiritual changes of life as the 
epitomes of development is, doubtlessly, impossible without the evolution of human. In 
other words, human being is the base of development. Education and health are the most 
effective elements in the evolution of human and the promotion of its quality. Education 
and health are significant stimulants to develop the social evolution which potentially 
creates equal opportunities for the individuals and prepares them for the better life.  
KEYWORDS: Human Development, Development Plans, Economic Development, 
Iranian Economy, Economic Growth. 

 
Introduction 

According to human development status of the Iran, an increase in per capita 
income is an essential condition for high human development. A review of recent 
developments in the country’s economy, particularly under the development plans, shows 
that human development situation has improved. Social indicators are improving in many 
developing countries as public spending on education and health increases. The 
improvements formed in human development by Iran over the last three decades due to 
expenditures on education and health services. An average about 50 percent of the 
general budget has been allocated to social expenditure and that education and health’s 
share in GDP has risen steadily. It is possible that if a high rate of economic growth is not 
achieved in the coming years, the social expenditure will be reduced and human 
development in Iran will then face a serious challenge. It is very important for human 
development that the upward trend in social expenditure is maintained, especially in the 
areas of health and education. Because it increases the quality of human capital, this 
expenditure is key to creating the conditions for economic growth and growth will raise 
human development. Public spending on education and health, because of its positive 
effects on the formation of human capital, can boost economic growth while promoting 
equity and reducing poverty. How productive and beneficial spending on education and 
health is, however, depends on how funds are allocated within these sectors. Since the 
mid-1980s, real per capita spending on education and health has increased, on average, in 
developing countries, but decreased in the transition economies. Comparable increases 
can be observed for countries that had IMF-supported adjustment programs during the 
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same period. However, a relatively high percentage of public spending is allocated to 
tertiary education (post-secondary and university level) and curative health care. Thus, 
there is scope for improving social outcomes by changing the composition of public 
expenditures. Investment in physical capital is not enough for development but it should 
be with investment in health and education.  According to AmartyaSen poverty is not 
only low level of income but real poverty is intensive phenomenon it is not include only 
income situation. Access to better life, needs consume more goods and services and 
developing human capital by education, these are important elements of human 
development of a country. Therefore, it can be said, that government policies should not 
only be about physical capital and the objective should not only be growth but the 
government should allocate more resources to social sector, provision to this sector leads 
to higher human development and also poverty reduction. Education and health’s share in 
GDP of Iran, it has risen steadily during these three decades. It is important for human 
development the upward trend in social expenditure is maintained, especially in the areas 
of health and education, because it increases the quality of human capital, this 
expenditure is key to creating the conditions for economy to achieve growth (Table 1). 
Higher per capita income is regarded as one of three factors propelling human 
development. The trend of GDP has been similar to that of HDI in the last ten years, due 
to the relatively stable rate of GDP growth coupled with remarkable improvement in 
education and health indicators. On the contrary, there is ample evidence that if GDP 
were to grow at the same rate as the education and health indicators have, higher human 
development would result. The improvements wrought in human development by Iran 
over the last 20 years are due, first and foremost, to expenditure on education and health 
services.  
 

Table 1. Public spending on Education and Health (% of GDP), 1989-2010 

Years 
Expenditure on 

Health (% of 
GDP) US$ 

Expenditure  on 
Education (% of 

GDP) US$ 

1989 2.2 6.3 
1990 2.1 6.1 
1991 1.4 6.5 
1992 1.5 5.5 
1993 1.7 6.3 
1994 2 7.6 
1995 2.7 6.5 
1996 3.8 6.5 
1997 4.1 6.9 
1998 4.5 7.3 
1999 4.6 7.5 
2000 4.6 6.5 
2001 5.1 6.6 
2002 5.1 6.6 
2003 5.1 6.8 
2004 4.9 7.2 
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2005 4.9 7.4 
2006 5.7 7.6 
2007 5.5 7.6 
2008 5.5 7.8 
2009 5.5 7.7 
2010 5.5 7.8 

 Source: World Bank, Economic Indicators. 
Before the Revolution, real GDP per capita expanded at a rate equal to 150 

percent, from $1,985 in 1960 to $4,976 in 1976. After the Revolution, growth slowed, 
registering an initial drop in the first decade after the Revolution, but in the second 
decade it rose from $3,715 to $5,222. The primary reason for the growth of per capita 
income during the decades preceding the revolution was the substantial increase in 
revenues from oil exports. During this period, however, insufficient resources were being 
allocated to the education and health sectors for social indicators to improve adequately. 
On the other hand, the decline of per capita income in the decade following the 
Revolution can be explained by the imposed war, the economic embargo, the slump in oil 
prices and finally the economic recession that lasted nearly for ten years. In the second 
decade after the revolution, the government failed to curb spending because of the legal 
structure, and this impeded the creation of a competitive economic environment and high 
growth in per capita income. Despite ups and down in the national economy at this time, 
GDP had a generally upward trend, growing at an average real rate of 6-7 percent 
annually. With an average annual population growth rate of around 3 percent, per capita 
income increased remarkably during this period.   

 Human Development in Five year Development Plans  
The development planning process in Iran has seen three generations of decision-

makers, planners and policy makers, whose experiences can be more valuable than 
physical achievements like better infrastructure, healthcare, etc. In the history of any 
nation, 50 years is a short-term, but never ineffective because this period can cover two 
generations and if provided with favorable conditions, a new and advanced society can 
emerge. In the post second world war period, development planning was seen as a 
modern and scientific solution for the reparation of a desolate and war-ravaged country. 

Iran was one of the countries, which started its development planning soon after 
the end of the Second World War. But unfortunately, in spite of its rich natural and 
human resources, it could not advance fast enough and can still be considered as a 
developing country, throughout the 50 years, progress has been rather slow as compared 
to other countries (India, South Korea, Thailand, Singapore, Malaysia) who started their 
development efforts later, but are  now more technically and economically advanced, the 
reason being that the governing bodies of these countries did not interfere with the 
planning process. One cannot deny that the country did not achieve any success during its 
history of planning. There were some quantitative and qualitative accomplishments in the 
social, economic and technical capabilities of the country. Also, there has been a 
noteworthy growth in the quantity and quality of human resources. 
 If there had been no planning or responsible organization to that effect, then the 
development projects of the country would have been under the total control of a 
traditional and inefficient bureaucratic system and progress would have been evident only 
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in some public units. On the other hand, the rate of development in Iran has not been 
proportionate to the inputs (Investments, manpower and other resources) as compared to 
similar situation in other countries.   

The planning system of any country should have independent powers to decide 
the future socio-economic conditions of the country and therefore, should be able to rise 
above any changes in the political system. Unfortunately the reverse is true. Political 
upheavals time and again have affected the planning process to some degree or the other. 
The neo-classical economists believe that the economy can achieve high growth rate by 
using educated manpower for the production and services. 

The First Five-Year Development Plan (1989-1993) 
First plan suffered the consequences of eight years of bitter war with Iraq, which 

were: high inflation, unemployment, destruction of properties worth over $1000 billion 
and rampant recession. Also the country faced the problems of population explosion and 
liquidity expansion, multiple values for foreign exchange and isolation. Give this 
scenario the first priority of the Iranian Government was reconstruction in all areas of the 
economy, especially in the industrial sector. Many war-damaged production units had to 
be revamped or resuscitated before new projects could be started. Several basic amenities 
like electricity, water and housing had to be provided. 

A good portion of the country’s financial resources went into subsidies and other 
state aids for the lower income groups of society.  During this plan, the GNP showed an 
increase of 7.3 percent and the per capita GDP increased from rials 197,000 in 1989 to 
rials 240,000 in 1993. The fixed gross domestic investment also increased by 13.3 
percent and its ratio to the GDP rose correspondingly from 12.4 percent in 1998 to 16.3 
percent in 1993. This plan was seen as a success mainly due to greater privatization, 
increase in GDP and per capita GDP, private and public consumption and a doubling of 
financial resources in education and health. Under the first development plan, the Iranian 
economy underwent a process of reconstruction. For the first time since the Revolution 
the 1978 GDP threshold was reached, although per capita income was actually 40 percent 
lower than it had been in 1978 because of population growth. 

Despite its success in some areas, there were a few shortcomings. In the early 
years of this plan, the rapid growth was buoyed by increase in oil prices and the 
temporary lifting of OPEC quotas. In the period 1990-91, the economic growth rate shot 
up to 11.7 percent and continued till 1992, but the subsequent fall in international oil 
prices and cutback on imports by the government caused a slowing down in growth to 74 
percent instead of the projected 8.1 percent in this plan.Also, macroeconomic imbalances, 
like lowered Balance of Payment and external debt arrears, emerged despite the 
concerted efforts of the government to encourage privatization. 
The Second Five-year Development Plan (1995-1999) 

The one year gap was meant for the study and appraisal of the performance of the 
first plan, which is not very logical or justified. The Second Plan targeted mainly 16 
qualitative goals, these goals were drawn up in favour of socio-cultural issues and the 
economic aspect was pushed to the background.This plan took on the responsibilities of 
making social, cultural and economic reforms based on the success and failures of the 
previous plan. In this plan, the policymakers tried to reduce the country’s over-reliance 
on oil revenues by encouraging non-oil exports and liberalizing trade and foreign 
exchange policies, reforming the taxation and expenditure structures, public enterprise 
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reforms, an ambitious privatization program, opening up of financial system, introduction 
of liquid instruments and more market based central banking operations, some of the 
areas of achievement were in the social, political and cultural affairs and also in some of 
projects of the previous plan, which could not be completed. A more balanced and stable 
socio-economic structure to raise the standards of living was sought. Fiscal system 
improved and priority given to education, health and employment in the deprived and 
rural areas. 

The Second Plan was not very successful in the complete sense because it did not 
address a specific reform plan wherein objectives are generally tied to measures. There 
was no clear understanding of the implications of covering objectives into credible 
actions. Oil prices during this plan were rather unstable and the macroeconomic 
environment weaker than the requisite expectations. This deterioration was the result of 
large utilized liquidity build-up at the end of 1994-95, which caused a sharp depreciation 
in the recently liberalized exchange rate and weaking oil prices. The shortage of financial 
resources pushed back many of the important projects envisioned in this plan. The main 
reasons for the failures of this plan were: the economic recession of 1997 and 1998; 
drought conditions; pressure of external debt arrears; unstable monetary, fiscal and 
foreign exchange policies; sudden drop in oil prices (1998); pressure of global 
competition in the economy. 

The Third Five-year Development Plan (2000-2005) 
According to Central Bank of Iran, the Third plan introduced the successful plan 

in comparison with others plans after revolution. There are some reasons for this, 
increase in GDP, increase in per capita income, decrease of inflation rate during this plan. 
In any development plan there are short-term and long-term objectives, but these 
objectives are relating together, long-term objectives lead to social welfare and improving 
of people’s life, but for this situation, the short-term and efficient management is 
necessary.  

During the Third Plan, actual growth rate was 5.5 percent which planned growth 
rate was 6 percent it means that there is improvement in social welfare. High inflation 
rate is one of the problems of Iranian economy in recent years. Unfortunately, inflation 
rate is two-digit and with international comparison Iran belongs to that ten countries 
group which have high inflation rate. These ten countries are Angola, Belarus, 
Dominican, Artier, Gina, Haiti, Venezuela, Zambia, and Zimbabwe. High inflation rate is 
the main cause of economic instability. The economy works best when the price level is 
stable and predictable. If the inflation rate fluctuates unpredictably, money becomes less 
useful as the measuring rod of conducive transactions. By the end of the third plan the 
rate of inflation was 15 percent.  

Health sector is one of the sectors of every development plans. There were many 
important policies during third plan; these policies such as increase health services, 
improvement of quality of services, development of food and nutrition, etc. also in the 
third plan there were some changes in health indicators. For example, in 2000 the life 
expectancy at birth was 70 years; it increased to 71 years in 2002. The main reasons for 
this achievement were mortality rate that decreased in the recent years, increase of health 
services, and increase of literacy rate during this plan. Mortality rate of children under 
five years old decreased to 36 per thousand births in 2000.  
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Another sector in the Third Plan is education. In developing countries, for 
development of education and increase of literacy rate the governments approve 
compulsory primary schools. Therefore, primary school is compulsory in Iran. There are 
some important objectives in the third plan in education area: decrease of illiteracy rate, 
improvement of education quality, to support the private sector in education system, use 
of resources and facilities, creation of schools in undeveloped and deprived regions and 
formation of some facilities for poor people. For providing a good education system 
government of Iran, spend lots of money from its revenue for construction of schools 
every year. 

Despite many achievements in education area, there were a few shortcomings, for 
example: there was not a good progress in deprived regions because the government not 
allocating enough budgetary provisions to these regions, so these areas need much more 
attention. 

 
The Fourth Five-Year Development Plan (2005-2009) 

The subtitle of the Fourth Plan, Knowledge-based Growth of the National 
Economy in Interaction with the Global Economy," is an indication of its focus on 
reforming the labor market to prepare Iran for integration with the global economy. 
Policies of the Fourth Plan can be divided to four main sectors: 

1. Culture and knowledge 
2. Social, political, defense and security 
3. Economic  
4. Political and foreign relations. 

According to these sectors main objectives of four plan are: rapid economic growth rate, 
globalization, economic competitiveness, development based knowledge, promotion of 
human development and quality of life, cultural development and national security, and 
very important objective of this plan is job creation.  

In education area, government promised important aims, such as proportion and 
improvement of education especially in undeveloped regions, primary education should 
be compulsory, correction of management and financial structure in education system, 
improvement of quality is very important and needs more attention than before, to 
support private sector for construction of schools.  

In 2006 the number of total students were 14125 thousands, there was 2.8 percent 
fall. In 2005 the total number of students was 14528 thousands. This fall can be due to 
decrease in population growth rate in recent years.There is one indicator in education 
sector that is “the number of students in the class”. This indicator is lower than the 
planned; there can be two reasons for this, one is development in quality of education, 
second is mismanagement of resources and non utilization of resources and facilities. The 
literacy rate (6years and above) is 85 percent and 15 percent are illiterate which is 9800 
thousands. For access to more achievements in education during fourth plan there is need 
to efficient management for human and financial resources. 

Discussion 
The material and spiritual changes of life as the epitomes of development is, 

doubtlessly, impossible without the evolution of human. In other words, human being is 
the base of development. Education and health are the most effective elements in the 
evolution of human and the promotion of its quality. Education and health are significant 
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stimulants to develop the social evolution which potentially creates equal opportunities 
for the individuals and prepares them for the better life. Now-a-days, the families and the 
governments show their high tendency in investing in the educational sector. Because 
education can improve manpower, abilities and has a significant role in flourishing the 
talents from one hand and prepare the labor force for a better use from a higher 
technology in production, from the other hand. During the last development plan, in the 
process of scientific and technological developments, the economic activities gradually 
became more dependent on the knowledge and the knowledge economy was formed. In 
all societies the individuals who enjoy higher education and better social services almost 
benefit from a higher income in an equal situation. In the last decades, human 
development status in Iran has improved. During the first and second plan the adult 
literacy rate rose from 57 percent to 74 percent. During the same period, the gross 
enrollment at all levels of education rose from 65 percent to 75 percent and life 
expectancy increased from 61 years to 69 years. Poverty also decreased and income 
distribution was more equitable, but distribution of poverty among the country’s 
provinces was not equitable and the real per capita income was low. 
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