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IRAN’S PROGRESS LAGS BEHIND PLAN

Politics and money have limited the ability of both Iran and foreign 
investors to turn around the fortunes of its gas and petchems sectors.

Iran’s fiscal year ended on March 20 with 95mn m³/d of new 
gas production capacity. Its plan dictated an additional 140mn 
m³/d but a report prepared by Iran’s oil ministry and obtained 
by NGW March 27 shows that the target will be achieved in May.

Iran’s gas output growth relies almost entirely on the 24 phases 
of the South Pars gas field. During the last three fiscal years Iran 
added 95mn m³, 57mn m³ and 103mn m³ to South Pars’ daily 
production capacity respectively and now the nominal output 
capacity stands at about 495mn m³/d.  The figure will reach 
540mn m³/d in May to bring the country’s total gross gas output 
capacity to 830mn m³/d. Iran plans to increase this volume to 
1.2bn m³/d by launching all 24 phases of South Pars by 2021.

According to NGW’s own calculations based on the oil ministry’s 
quarterly reports, Iran’s actual gross gas output averaged 780mn 
m³/d during the last fiscal year or about 54mn m³/d more than 
the previous year, but still below capacity.

Petrochemicals: one reversal after another

Iran has increased both nominal production capacity and actual 
output of petrochemicals over the last fiscal year, but the idle 
capacity of plants went up 5% year-on-year as a quarter of 
them were idle, mainly owing to a feedstock shortage which 
accounted for 47.9% of the idle capacity –about 4% more than 
the previous year.

The reason goes back to the summer when a series of fires broke 
out in Iran’s petrochemical plants. These included Bandar Imam, 
Mobin, Bistoon, Bu Ali Sina, Tondgouyan, Ilam and Maroun. 
These plants also produce intermediate materials to be used as 
feedstock in other petrochemical plants.

According to a report, prepared by National Petrochemical 
Company and seen by NGW, the intermediate materials include 
ethane, ethylene, heptane, toluene and aromatics. They are sold 
as feedstock to other plants and accounted for 16.74% of total 
petrochemical production in Iran during the period. The latest 
statistics in the report cover the first 11 months which show that 
the country’s nominal petrochemical production capacity rose 
by 4.3mn mt/yr to 62.2mn mt/yr, while the actual output rose 
by only 3.5mn mt to 46.17mn mt over the year to February 21.

A source at Iran’s oil ministry also told NGW anonymously that 
in late summer and early autumn the international markets of 
methanol, urea and ammonia faced price fluctuations and some 
of the petrochemical plants went on early maintenance instead 
of focusing on production. 

“Methanol and urea prices plunged in mid-spring to mid-
summer, forcing petrochemical prices to review their strategies 
and actual rate of production, and even to stop it, in some 
instances,” he said, adding that feedstock production growth 
lagged behind petrochemical production capacity growth.

The methanol price Iran received from Asian markets plunged 
from $320/mt in March 2015 to about $240/mt in August 2016, 
but it started to rise to around $382/mt in early March 2017.

A shortage of ethane is part of the problem. Iran’s petrochemical 
plants need at least 5.25mn mt/yr of ethane, but, according 
to an official document obtained by NGW, they received only 
3.128mn mt in 2016. This could be remedied by 2021, when the 
South Pars gas field is fully on line. Nationwide, ethane output is 
scheduled to reach 10mn mt/yr then. 
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Iranian gas output: aim vs reality In the 2016-2017 fiscal year, Iran’s actual petrochemical 
production level was 12% less than the planned output volume 
and 25% less than the nominal capacity.

The feedstock shortage also explained 57% of the 1.4mn mt/
month idle capacity of petrochemical plants in 11 months, 
because gas is needed for heating in winter when household 
gas demand triples. January 2017 was the first month that 
Turkmenistan stopped gas deliveries to Iran citing long-delayed 
repayment of an alleged $2bn debt. Turkmenistan exported 
about 9bn m³ of gas to Iran during 2015, but it supplied just half 
of this amount in 2016.

The country’s petrochemicals export revenues also fell by 3.3% 
to $8.42bn, despite output rising 8.4% to 18.7mn mt during 11 
months of last fiscal year: this was due to the low oil price.
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POLITICS OBSTRUCT INVESTMENTS
While 20 gas fields and 29 oil fields may be tendered for 
foreigners on new terms, there have been problems at home 
and abroad. First, the Rouhani administration faced challenges 
at home, as its rivals attacked the too-generous terms of the 
Iranian Petroleum Contract (IPC), forcing a number of changes 
to the contract; and then Donald Trump won the US elections. 

According to a report, recently released by Iranian government, 
the administration has authorized $11.8bn worth of foreign direct 
investments, directed at 113 projects in total, since the lifting of 
nuclear programme-related sanctions in January 2016. 

A member of the IPC design team Fereydoun Barkeshli told NGW 
that “it seems a combination of technical, political, domestic and 
international issues that are hampering Iran’s IPC success”.

Explaining a brief history of delayed tenders based on IPC, 
Barkeshli who had served as the National Iranian Oil Company’s 
(NIOC) general manager for Opec and international affairs 
said that “based on oil minister Bijhan Zangeneh’s instruction, 
a committee consisting of high level current and ex-NIOC and 
NIOC-affiliated companies plus relevant senior experts and 
supervisors of buy-back oil and gas projects were formed under 
chairmanship of Seyyed Mehdi Hosseini, an ex-deputy petroleum 
minister and experienced investment negotiator in early 2014. 
The committee worked round the clock and put the finishing 
touches to the IPC in the middle of last year. Nevertheless, 
right from the start the committee had no common view on 
the political and ideological approaches, with those members 

mainly based in the Southern Oil Field opposing the government 
line and technocrats in Tehran.”

Barkeshli who is now the president of Vienna Energy Research 
Group in Austria added that thanks to the best attempts of 
the committee chair and the minister in person, the IPC final 
draft was approved by NIOC board members and ultimately by 
the energy committee of the Islamic parliament. But “powerful 
domestic political lobbies” remained an important cause of 
friction, opposing foreign involvement.

This struggle coincided with the slow process of easing sanctions 
as well as the struggle between European oil companies and 
their US rivals that had lost major oil and gas projects in the 
Middle East. Now with Trump in office, the US oil business is in 
talks with White House lobbyists to ease energy sanctions on 
Iran, in keeping with softer policies towards Moscow, he said.

“Having said that there is still an additional problem that is 
related to the nature of Iran’s oil and gas structures. Iran’s oil 
and gas is structurally divergent. As such not one petroleum 
law applies to the country’s entire energy spectrum. Perhaps 
each field has to dealt with individually and there cannot be 
a single law to apply to all fields offshore, onshore, old, new, 
those in development and so on,” he said. “This means that a 
combination of technical, political, domestic and international 
issues will limit Iran’s IPC success”.
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