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Abstract

This study examines how Dr. Mohammad Mossadegh’s government (1951-1953), during a critical period of
economic crisis, compensated for severe oil revenue shortages through the expansion of foreign trade, thereby
transforming oil dependency into an opportunity for structural economic reform. Using a descriptive—analytical
methodology and drawing on unpublished documents from the National Archives, records of the Ministry of
Foreign Affairs, and official statistics of the Customs Administration, the research analyzes Iran’s foreign trade
policies during the oil embargo. The findings indicate that the government implemented an innovative export—
import prioritization system, whereby export revenues from each category were allocated exclusively to
corresponding imports. Simultaneously, new economic institutions were established, including the Export
Development Bank, Chambers of Commerce, and temporary free zones with customs exemptions for domestic
products. Furthermore, comprehensive barter agreements with Eastern Bloc and Western European countries—
such as the USSR, West Germany, Italy, and Japan—converted cash-based trade into barter arrangements,
effectively compensating for foreign currency shortages. In addition, the Point Four Program contributed to
agricultural development through extensive well drilling, restoration of traditional ganats, construction of small
dams, and agricultural mechanization. Collectively, these measures significantly improved Iran’s trade balance
during the crisis period and enhanced economic resilience under sanctions.

Keywords: Dr. Mohammad Mossadegh, Dr. Mohammad Mossadegh’s Government, Oil Revenues, Iran's
Foreign Trade, Non-Oil Exports, Imports.

Introduction

The nationalization of Iran’s oil industry on 20 March 1951 marked a turning point in the country’s
contemporary economic history. This decision provoked comprehensive British sanctions that plunged Iran into
an unprecedented foreign currency crisis. The sudden collapse of oil revenues—the primary pillar of the state
budget—necessitated immediate and innovative economic responses.

While most historical studies emphasize the political and military dimensions of the 19 August 1953 coup,
systematic research on the economic strategies of Mossadegh’s government during the crisis years remains
limited. This study therefore focuses on Mossadegh’s premiership and examines four principal economic
strategies: (1) the export—import classification system, (2) institutional development, (3) barter diplomacy, and
(4) the Point Four development program.
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The central research question is: What strategies and practical measures did Iran adopt for foreign trade
management during 1951-1953, and how effective were they? The analysis is based on official documents and
statistical data from the Customs Administration.

Materials and Methods

This study employs a descriptive—analytical approach and relies on unpublished documents from the National
Archives of Iran, records of the Ministry of Foreign Affairs, official statistics of the Customs Administration,
and contemporary newspapers such as Etela'at and Bakhtar Emruz.

Research Findings

Mossadegh’s four key strategies not only mitigated the foreign currency crisis but also reshaped Iran’s foreign
trade structure. These strategies included the export—import prioritization system, institutional reform, barter
diplomacy, and agricultural development.

Export-Import Prioritization System

The government introduced a two-tier classification system for exports and imports (Tier 1: essential goods; Tier
2: non-essential goods), allocating export revenues from each tier exclusively to the corresponding import
category. In 1953, this system expanded into three tiers. This policy ensured the continuous supply of essential
goods despite foreign exchange shortages and restricted unnecessary imports, offering an effective model for
crisis management in oil-dependent economies.

Institutional Development

Mossadegh’s government organized trade policies and established modern and sustainable infrastructure through
the Export Promotion and Development Law, the establishment of the Export Development Bank, the creation of
chambers of commerce, and the development of free ports. The new framework enhanced coordination among
Iranian merchants, strengthened domestic commercial capacity, and improved industrial employment and
production by facilitating exports.

Barter Diplomacy

The government established extensive barter trade relations with countries such as the USSR, West Germany,
Poland, and Czechoslovakia. These agreements eliminated reliance on foreign currency and sustained foreign
trade through direct commodity exchange. Barter diplomacy enabled Iran to bypass Western sanctions and
diversify its trading partners, thereby increasing economic resilience.

Agricultural Transformation

Strategic use of Point Four assistance promoted rural development through well drilling, restoration of ganats,
dam construction, and agricultural mechanization. These reforms increased agricultural output, strengthened
non-oil exports, improved food self-sufficiency, and ensured the economic stability of rural regions.

Discussion of Results and Conclusions

Through integrated management and innovative economic policies, Mossadegh’s government transformed the
oil embargo from a severe crisis into an opportunity for economic diversification. Key measures included
export—import regulation, barter agreements with multiple countries, empowerment of domestic merchants, and
agricultural development.

These policies proved effective in stabilizing Iran’s trade balance: exports were strategically managed,
imports were strictly controlled, and the vacuum created by the loss of oil revenues was partially compensated.
The Mossadegh experience demonstrates that Iran’s economy, even without full access to oil revenues,
possessed the capacity to meet foreign exchange needs through non-oil exports and productive sector activation.

Despite structural limitations and external pressures, Mossadegh’s multifaceted economic diplomacy
highlights the potential of export diversification and innovative trade management as practical strategies for
monocrop economies facing international sanctions.
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