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Introduction

In recent decades, privatization has become one of the most significant economic policies adopted by governments
to enhance efficiency, reduce public sector intervention, and strengthen the private sector. However, the practical
experience of various countries demonstrates that privatization, regardless of its theoretical objectives, has not
always produced positive outcomes and, in many instances, has led to the reproduction of monopolies, rent-
seeking, and the concentration of wealth in the hands of limited groups. This raises a fundamental question: is the
problem rooted in privatization itself, or in the quality of governance and the system of oversight governing its
implementation? Modern governance approaches emphasize that privatization, without the rule of law,
transparency, fair competition, and independent regulatory institutions, not only fails to enhance economic
efficiency but may also facilitate the emergence of economic oligarchies and undermine public interests. The
selection of Iran and Russia as two case studies in this research is particularly significant due to structural
similarities in state-dominated economies, the prominent role of government, and problematic experiences of
privatization. The main objective of this article is to provide a comparative analysis of the legal and institutional
frameworks of privatization in Iran and Russia and to identify the legal and institutional factors influencing the
success or failure of governance in this process. The central research question examines the role of governance
and supervisory institutions in preventing economic concentration in the privatization processes of Iran and Russia,
and the lessons that may be derived for reforming Iran’s privatization system.

Method

This research employs an analytical-comparative method based on the study of legal and institutional documents.
To establish a coherent framework, the theoretical foundations of the study were first explained based on three
approaches: new institutionalism, competition law, and the theory of economic oligarchy. Subsequently, the legal
and institutional developments of privatization in Iran and Russia were examined separately. In the case of Russia,
fundamental privatization laws—including the 1992 voucher program, the 2001 Federal Law, and the 2011
reforms—as well as legislation related to competition and foreign investment were analyzed. The performance of
institutions such as the Federal Antimonopoly Service (FAS), Rosimushchestvo, and arbitration courts was
evaluated. In the case of Iran, the general policies of Article 44 of the Constitution (2005), the law on its
implementation (2007), subsequent amendments and related regulations, and the performance of institutions such
as the Privatization Organization, the Transfer Board, the Competition Council, the Supreme Audit Court, and the
General Inspection Organization were examined. Research data were collected through library sources, legal
documents, official reports, and credible academic articles and were analyzed qualitatively using a comparative
approach.
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Findings

The findings indicate that in both Iran and Russia, despite historical and political differences, common factors have
contributed to governance failures in the privatization process and the emergence of economic concentration. The
most significant factors include:

First, structural weakness and lack of independence of supervisory institutions. In Russia, despite its broad formal
powers, the Federal Antimonopoly Service has, in practice, been unable to function as an impartial regulator due
to its dependence on political power structures and state intervention. The institution operates within a framework
of “controlled network governance,” in which the state interacts selectively with economic actors while retaining
ultimate control. In Iran, institutions such as the Competition Council, the Privatization Organization, and the
Transfer Board also suffer from insufficient financial and structural independence, overlapping responsibilities,
and dependence on the executive branch. Compared to Russia’s Federal Antimonopoly Service, Iran’s
Competition Council lacks effective enforcement tools, and its decisions often lack binding force.

Second, insufficient transparency in the transfer and pricing processes. In Russia, the voucher privatization of the
1990s, conducted in the absence of transparency and effective oversight, resulted in the transfer of vast public
assets to former managers and intermediaries at minimal cost. The “loans-for-shares” scheme (1995-1996) further
reinforced this trend and empowered financial-industrial oligarchs. In Iran, the absence of legal requirements for
public disclosure of pricing methods, auction conditions, and final contracts has fostered rent-seeking,
discrimination, and non-competitive transfers. Statistics indicate that only about 11% of transfers have been made
to the genuine private sector, while more than 80% have been transferred to non-governmental public institutions,
pension funds, banks, and military-affiliated entities.

Third, the intertwining of political and economic power. In Russia, the rapid privatization of the 1990s led to the
emergence of a class of oligarchs who concentrated national wealth through influence over political structures. In
the 2000s, the government of Vladimir Putin redefined its role as an active regulator, confronting non-aligned
oligarchs on the one hand while establishing new state-owned enterprises in strategic sectors on the other. In Iran,
transfers have largely been made to quasi-governmental institutions affiliated with power structures, which, due
to structural privileges and immunity from public oversight, have become major economic actors. The recent
policy of “asset monetization” in the 2020s, characterized by broad powers and lack of transparency, has also
created conditions for rent-seeking transfers and the emergence of new quasi-state entities.

Conclusion

The comparative analysis of the privatization processes in Iran and Russia demonstrates that merely transferring
ownership of state assets to the private sector, without establishing effective institutional frameworks and
transparent governance, not only fails to achieve the initial objectives of increased efficiency and expanded
competition but also leads to the formation of monopolistic structures and severe economic concentration. The key
lesson of this comparison is that successful privatization depends on the design of independent supervisory
institutions with effective executive and judicial powers, full informational transparency, and the strengthening of
competition laws and institutions.

A desirable governance model for Iran should be based on the separation of policymaking, implementation, and
oversight functions, guaranteed public access to information, and the empowerment of civil society institutions
and media for social monitoring. Without these fundamental reforms, privatization, rather than serving as a driver
of economic development and social justice, will become a mechanism for reproducing monopolies and deepening
inequality.

English Keywords: Privatization, Economic Governance, Supervision, Economic Concentration, Competition
Law.
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