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Abstract

Privatization, as a key instrument for economic restructuring, has
become a cornerstone of economic policymaking in Iran through the
implementation of the General Policies of Article 44 of the
Constitution, which aim to increase efficiency, enhance
competitiveness, and reduce state intervention. However, the
experience of oil industry privatization has faced significant
institutional and governance challenges. This research, aimed at
analyzing the efficiency of privatization policies in the Iranian oil
industry, examines this process not merely as a transfer of ownership
but as an institutional and governance-oriented phenomenon. This
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study is applied in nature and employs a survey method with a
qualitative approach. Data were collected through 18 semi-structured
interviews with experts—as narrators of lived experience—alongside
supplementary document analysis. Data analysis was conducted using
the Braun and Clarke thematic analysis method and MAXQDA 2022
software. The research analytical framework is based on the
interaction of three levels: macro-governance, sectoral governance,
and market governance. The results led to the identification of four
main themes: the dominance of short-term financial logic over
developmental privatization goals, weakness in regulatory governance
and institutional incoherence, failure to transfer managerial control
effectively, and the reproduction of monopoly in a new form. The
findings indicate that privatization in the Iranian oil industry was
primarily implemented as “pseudo-privatization” and failed to achieve
objectives such as increased productivity, competitiveness, and
reduced state interference. Finally, practical policy recommendations
are proposed at the strategic, institutional, and executive levels,
emphasizing the need to reform the governance and regulatory
framework as a prerequisite for the success of privatization in the oil
industry.

Keywords: Privatization, Energy governance, Iran’s petroleum
industry, Public policy, Regulatory governance, Quasi-privatization,
Multi-level governance.

1. Introduction

Privatization in Iran’s oil industry has been formally pursued under
the general policies of Article 44 of the Constitution, with declared
objectives of enhancing productive efficiency, promoting
competition, and reducing state ownership. However, empirical
evidence and expert testimony indicate that the process has
consistently produced what this study terms “quasi-privatization,” a
structural pattern in which legal ownership transfers occur without a
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genuine transfer of managerial control, ultimately reproducing
monopoly under new institutional forms. This study examines Iran’s
oil sector privatization not as a simple ownership transaction, but as
an institution- and governance-centered process operating
simultaneously at three distinct levels of governance.

2. Problem Statement and Research Gap

Despite two decades of implementation, privatization in Iran’s oil
industry has consistently failed to meet its developmental objectives.
The majority of share transfers were directed not to competitive
private entities, but to quasi-governmental funds, pension
organizations, and state-affiliated holding companies through
mechanisms such as debt settlement and asset monetization. This
pattern has preserved, rather than dismantled, state dominance over
enterprise decision-making, producing an institutional outcome that
diverges sharply from the goals enshrined in Article 44 policies.

The existing literature has documented the formal character of Iranian
privatization (Karim et al., 2015; Zakeri, 2022; Amirrahimi et al.,
2020), yet the specific mechanisms through which quasi-privatization
is reproduced, namely the interaction of macro-level fiscal
imperatives, sectoral institutional overlap, and market-level entry
barriers, remain underexplored. In particular, no prior study has
systematically analyzed how the simultaneous concentration of
policymaking, ownership, and regulatory roles within the Ministry of
Petroleum has structurally prevented the genuine transfer of control.
This study addresses that gap through a multi-level governance
framework.

3. Theoretical Framework

The study integrates three complementary theoretical traditions. New
Institutionalism (North, 1990) provides the foundational premise that
privatization succeeds only when ownership transfer is accompanied
by genuine managerial autonomy, a condition absent in Iran’s case.
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The framework of Regulatory Governance (Bortolotti & Perotti,
2007; Levi-Faur, 2011; Gilardi, 2008) holds that the state, even after
divestiture, retains responsibility for guaranteeing competitive rules
and preventing monopoly; the absence of an independent regulatory
body, comparable to Norway’s NPD or the UK’s OFGEM, constitutes
the central institutional deficit in Iran’s privatization architecture.
Multi-level Governance Theory (Daniell & Kay, 2017) frames the
privatization outcome as the product of interactions among the macro
level (constitutional and upstream legislation), the sectoral level
(ministerial and implementing agencies), and the market level
(enterprises, investors, and financial institutions). Peters (2015)
further demonstrates that in rentier economies, budgetary logic
structurally overrides developmental logic. Public Choice Theory
(Buchanan & Tullock, 1962; Stigler, 1971) explains why incumbent
institutions systematically resist the transfer of genuine control:
concentrated authority enables rent extraction and allows
policymakers to prioritize short-term political gain over long-term
efficiency.

4. Methodology

The study adopts a qualitative, applied, survey-based design justified
by the complex, multi-level, and institutionally embedded nature of
the research problem. Data were collected from two complementary
sources. The primary source comprised 18 semi-structured interviews
with senior oil industry executives, Privatization Organization
specialists, energy policy experts, and regulatory oversight
representatives, selected via purposive sampling, with a minimum of
10 years’ sectoral experience and direct involvement in privatization
design or implementation. Theoretical saturation was reached at
interview 16; two confirmatory interviews followed. A member-
checking session with six participants subsequently validated
interpretive accuracy. The secondary source comprised documentary
analysis of Article 44 implementing regulations, Privatization
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Organization annual reports (2016-2024), Securities and Exchange
Organization market reports, and parliamentary research center
publications. Data were analyzed using Braun and Clarke’s (2006)
thematic analysis method with MAXQDA 2022. Rigor was ensured
through data triangulation, peer debriefing, and process auditing. Test-
retest reliability was calculated at 77 percent, exceeding the
60 percent acceptability threshold.

5. Findings
Analysis yielded four overarching themes constituting the institutional
anatomy of quasi-privatization in Iran’s oil sector.

5.1. Dominance of Short-Term Fiscal Logic over Developmental
Objectives

At the macro level, a persistent conflict was identified between the
state’s budgetary imperatives and the developmental goals enshrined
in upstream policy documents. While Article 44 mandated efficiency
enhancement and competitive market development, buyer selection,
divestment timing, and share-offering mechanisms were
systematically subordinated to fiscal necessity. Three divestiture
patterns marked the study period: block sales to non-governmental
public institutions (2016-2018); debt-settlement transfers to quasi-
governmental pension funds (2019-2021); and asset-monetization
transactions with state-affiliated holding companies (2022-2024). In
each phase, stated objectives diverged from operational reality. This
pattern is consistent with Public Choice Theory (Buchanan & Tullock,
1962) and Peters’s (2015) analysis of rentier state behavior, in which
budgetary logic structurally overrides developmental intent.

5.2. Weak Regulatory Governance and Institutional
Incoordination

At the sectoral level, the most critical institutional fracture was the
conflict between the Ministry of Petroleum and the Privatization
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Organization. The Ministry — simultaneously serving as
policymaker, owner, and supervisor — resisted genuine divestiture to
preserve strategic control, while the Privatization Organization faced
political pressure to accelerate transfers. In the absence of an
independent arbitrating body, this conflict produced systematic goal
displacement. The threefold role concentration within a single
ministry created conditions of regulatory capture (Stigler, 1971),
standing in direct contrast to the Norwegian NPD model, in which
institutional separation of state ownership, policy, and regulation is
constitutionally mandated.

5.3. Failure to Effect Genuine Managerial Control Transfer

At the market level, a decisive gap was identified between the legal
transfer of ownership and the substantive transfer of decision-making
authority. Even when shares were formally transferred to pension
funds and social security organizations, managerial control and
strategic direction remained anchored in the state through board
composition, executive appointments, and operational intervention.
This phenomenon — termed “enterprise politicization” by Boycko,
Shleifer, and Vishny (1996) — was not incidental but structurally
reinforced by the absence of corporate governance requirements
mandating board independence. Post-transfer company data confirm
no significant change in board composition or executive appointment
patterns in the majority of divested firms.

5.4. Reproduction of Monopoly in a New Institutional Form

The fourth theme is a structural consequence of the three preceding
ones. Fiscal-driven buyer selection, the absence of competitive
tendering oversight, and the lack of independent regulation combined
to transform the state monopoly into a quasi-governmental monopoly:
large state-affiliated holding companies replaced the state as dominant
owners without introducing competitive market dynamics. Post-
divestiture data confirm stable or increasing ownership concentration,
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persistently low competitive intensity, and minimal entry by genuine
private actors, consistent with Birdsall and Nellis’s (2003) finding that
privatization without structural market reform primarily redistributes
rents to politically connected groups rather than generating efficiency
gains.

6. Policy Implications

Three levels of policy recommendation follow directly from the
findings. At the strategic level, the Article 44 implementing
regulations, specifically Article 23, should be amended to require that
each divestiture be conditioned on: a verifiable long-term
development plan from the prospective buyer; measurable
productivity benchmarks for the five-year post-transfer period; and
performance-contingent financial guarantees. At the institutional
level, an Independent Commission for Petroleum Sector Regulation
should be established under parliamentary authority, not the executive
branch, with fixed five-year appointments and binding executive
powers over competitive regulation, post-divestiture performance
monitoring, and conflict-of-interest enforcement, modeled on the
Norwegian NPD and UK OFGEM. At the enterprise level, at least
51 percent of divested company boards should be composed of state-
independent members, ownership concentration should be capped at
25 percent per sub-sector, and chief executive appointments should
require confirmation by the independent commission.

7. Conclusion

This study demonstrates that privatization in Iran’s oil industry has
functioned as a mechanism of state financial management rather than
genuine market reform. The four overarching themes, fiscal logic
dominance, regulatory governance failure, managerial control
retention, and monopoly reproduction, are interconnected outcomes
of a single structural deficiency: the absence of credible, independent,
and binding institutional arrangements separating the state’s
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ownership, regulatory, and policymaking functions. The study’s
contributions are threefold: theoretically, it operationalizes quasi-
privatization within a multi-level governance framework applied to a
rentier petrostate context; empirically, it identifies the institutional
mechanisms through which quasi-privatization is systematically
produced; and practically, it offers context-specific, constitutionally
grounded recommendations that chart a feasible path toward genuine
divestiture reform in Iran’s petroleum sector.
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