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Deep Dive

Iran's Energy Sector Poised for Progress
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to energy management over the

have also fallen short.

Fasihi took issue with policy
instability and the absence of a :
long-term outlook and said that
tough decisions were often put :
off, which had resulted in major
economic opportunities slipping :
through the cracks both domes- :

tically and internationally.
According to him, reliance on fos-

weaknesses in Iran’s energy gov-
ernance.

He pointed out structural prob- :
lems in the energy sector to un- :
derline the need for macro-level :
policy reform and integrated :

management.
The union leader criticized the

in Iran’s energy governance.”

sumption and the impact of sanc-

¢ through advanced technologies, :
past decades has led to a lack of :
coordination between sectors :
such as industry, agriculture, and :
energy, and that efforts like form- :
ing the Supreme Energy Council : :
i Hamidreza Salehi, a member of :
Iran’s Chamber of Commerce, :
also spoke out against the state :
of economic governance, calling :
for sweeping reforms in econom- :
ic policy and energy management. :
He believes that without funda- :
i mental changes at the highest :
¢ decision-making levels, the coun- :
try’s current economic woes will
sil resources and neglect of new :
energies are among the main

and reforming subsidy policies.
Iran’s economy,

energy sector require
fundamental reform

not be sorted out.

Salehi said that government in- :
i tervention in the economy, es- :
i pecially in electricity and energy
pricing, had held back private :

sector investment.

He further underscored the :
need for transparency in govern- :
i ment-citizen relations, reforming :
i governance structures, creating :
siloed approach and policy insta- :
bility. “Reliance on fossil resourc- :
es and neglect of new energies
are among the main weaknesses
i he said that “getting out of the en-
The president also referred
to high household energy con- :
i way for energy production using
tions on the economy and called :
for the creation of integrated :
management structures, a fo- :
cus on long-term policymaking, :
managing energy consumption :

investment security, and robust
support for the private sector.

Noting that the government treat-
ed renewables as a “luxury item,”

ergy deficit crisis hinged on chang-
ing such a mindset and paving the

clean and renewable sources.”
Strategy for value creation

in production
Kamran Yeganegi, a university

Engineers discuss matters in the Hengam gas condensate refinery in the Qeshm island, southern Iran.
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© faculty member, also called for :
. energy rebalancing as a strategy
¢ for turning challenges into eco- :
{ nomic opportunities.
¢ Yeganegi said that implementing :
¢ policies based on consumption :
i optimization and balancing sup- :
i ply and demand was the key to
i boosting productivity and com- :
: petitiveness in production, and :
: that energy should be seen notas :
i a costly burden, but as a capacity :
¢ for sustainable growth and devel- :

opment.

He put forward solutions such as :
optimizing energy use in ener- :
i gy-intensive industries, expand- :
ing renewables, and digitizing :
the energy chain as effective :

strategic priorities.

The professor argued that lever- :
aging advanced technologies like :
heat recovery, low-consumption :
burners, and smart energy man- :
agement systems could go along :
way toward reducing energy use

rebalancing.

“Denmark, by developing wind
i Persian on IRNA.

turbine technology, has managed

¢ to boost both domestic supply and
i export capacity. Germany, by cut-
¢ ting fossil energy consumption and
i offering targeted incentives to in-
i dustries, has shored up industrial
i production and energy efficiency.
i In Turkey, structural reforms and
i attracting private sector partici-
: pation in energy have helped the
¢ country carve out a role as a re-
¢ gional energy player”

i Urgent need to reform

i ongoing practices

¢ Experts and academics pres-
i ent at the session agreed that
i the energy shortfall stemmed
i from structural, managerial, and
i policy-level problems and called
i for a comprehensive and system-
i atic approach to tackle it.

: Improving power plant efficiency,
¢ investing in renewables, reform-
¢ ing pricing and subsidy policies,
i managing energy consumption,
_ i strengthening energy diplomacy,
: and ramping up output efficiency. :
He emphasized the importance :
of rolling out small-scale so-
lar power plants in industrial :
parks and the need to come up
: with innovative energy manage- :
: ment models, adding that coun- :
tries like Denmark, Germany, :
and Turkey have been held up :
as successful examples of energy

and creating integrated manage-
ment structures are among the
solutions put forward by these
experts to pull the country out
of the energy deficit crisis.

It appears that immediate and
coordinated action on these
fronts is crucial to ward off even
more serious consequences for
Iran’s economy and industry.

The article first appeared in

South Pars on new course to tackle output challenges, beat rival

PERSPECTIVE

Qatar got a head start on Iran by :
beginning natural gas extraction :
from South Pars, the world’s larg- :
est gas field, years earlier and has :
now geared up to boost pressure
at the shared field, sounding the :
alarm that within a few years,

there may be no gas left for Iran.

in the Iranian section.

An assessment by Iran’s National :
Development Fund lays out ex- :
pectations that by 2033, a quarter
of the country’s total gas produc- :
tion will be scaled back due to a :
pressure decline in South Pars,
which accounts for more than

70% of Iran’s total gas output.

To head off production decline, :
Iran is tasked with installing 10 :
to 15 platforms, each weighing :
20,000 tons — 15 times the size :
of current platforms — equipped
with massive compressors. The
investment is estimated to cost :
$35 billion. Meanwhile, Qatar has
already been down this road for :

years.

In March, Iran’s Oil Ministry
signed a $20 billion contract with :
several domestic firms to build :
28 platforms weighing 7,000 tons :
each, along with 56 compressors, :
as part of the pressure enhance- :
ment plan for South Pars. The :
move comes as Qatar had jumped
on the need to compensate for the :
production decline much earlier. :
Until recently, well pressure in the :
Iranian section of South Pars had
remained steady at an average of :
210 bars. However, since 2023, :
pressure has dropped by 7 bars :
annually, resulting in a loss of 10

billion cubic meters per year. No-

tably, a significant decline in pres- :
sure has set in at Phase 12, the :

recent years.

Iran, in an effort to keep up :
production levels, brought on- :
line Phase 11 of South Pars in Au- :

¢ gust 2023 and launched extensive :
drilling operations. Moreover, in
i November 2023, the Oil Minis- :
try inked a contract to drill 35
new wells with local companies. :

However, while increased drill-

entered its dew pointin 2023 and
has been facing pressure drops, :
technical experts say that con- :
tinuing gas production requires
20,000-ton pressure-boosting :
i platforms and powerful compres-
ing may shore up gas production :
in the short term, it is expected :
to speed up the pressure decline :
: in the Iranian sector. :
While Iran has recently caughtup :
to Qatar’s daily gas production :
level, reports indicate that gas :
output in South Pars has taken a :
hit due to unsustainable produc- :
tion practices, with the problem
expected to be felt more acutely :

Sors.

The pressure enhancement proj- :
ect in the Iranian section of South :
¢ Pars is planned across seven :
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The only way for Iran to turn :
things around is by installing :
i 20,000-ton platforms equipped
¢ with massive compressors — a
technology locked up by Western :
companies. All 24 phases on the :
Iranian side are operational, leav- :
ing no room to launch new phases :
to boost production or offset de- :

clines elsewhere.

Monitoring of gas production :
in South Pars shows that pres- :
sure decline in this shared field :
will step up to a serious level :
by 2026, and if the pressure en- :
hancement project is not rolled :
out by then, gas extraction will :
become increasingly difficult. In- :
ternational reports indicate that :
Qatar caught wind of the issue
¢ years ago and signed up for pres- :
sure enhancement contracts :
¢ to milk more gas from the shared :
largest phase of South Pars, over : field. '
¢ Currently, over 70% of Iran’s gas :
¢ production comes from South :
Pars, making pressure decline a :
serious threat. Since South Pars

hubs, involving companies such :
as Petropars, OIEC, MAPNA, and :
Khatam al-Anbia Construction

Headquarters.

According to the Oil Ministry, im- :
plementing the pressure increase :
plan in South Pars demands a $20 :
billion investment, which will :
raise gas extraction to 90 trillion
i cubic feet and condensate output :
to 2 billion barrels, generating :
about $900 billion in revenue for :

the country.

The new South Pars pressure en- :
hancement contract, the largest :
gas contract in Iran’s history, lays !
out the construction and installa- :
tion of 28 new platforms, half of :

which will be dedicated to turbo

compressors. Each platform will :
be capable of pumping up one :
billion cubic feet of gas under : .
¢ As noted, the reservoir’s incli- :
nation leans toward Qatar, with
gas and condensate flows main- :
ly heading out from Iran toward :
Qatar. Both countries currently :

pressure.

i One of the key points in this :
contract is the shift from the :
originally planned 20,000-ton :
platforms to smaller 7,000-ton :
ones. According to the National :

Iranian Oil Company, these light- :
er platforms are still capable of
meeting the pressure-boosting
needs of the South Pars field and :
are considered appropriate. Since :
i they can be built domestically, the :
i weight reduction has also allowed :
for an increase in the number of :
i declining output, it is predicted
that gas reserves will gradual- :

platforms.

Reports by the Oil Ministry and :

The photo shows Qatargas 4, a fully integrated liquefied natural gas (LNG) asset with joint ownership by QatarEnergy (70%) and Shell (30%).

assessments from credible inter- :
national organizations indicate
that no serious action was tak- :
i en to control the pressure decline, :
especially after Total pulled out of :
Phase 11 in 2018, which was sup- :
posed to install pressure-boosting :

platforms.

These reports highlight several :
key reasons behind the decline :
in Iran’s gas production after the :
completion of the South Pars
i development phases: the natu- :
ral drop in reservoir pressure, a :
surge in household gas and elec- :
tricity consumption, government !
subsidies that keep energy prices
artificially low, the switch from :
i liquid fuels to natural gas, and the :
rapid growth of petrochemical :
plants and other energy-intensive :

industries.

produce between 650,000 and

700,000 barrels of condensate

(ultra-light oil) daily from these four
¢ As aresult, Qatar’s total gas pro-
densate production over the past :
i ed to hit 740 million cubic meters
i per day by 2030, while [ran’s pro-
With Qatar’s increasing produc- :
i forecasted to drop by over 30%
i within a decade, falling to around

layers. Notably, Qatar’s total con-

three decades has been double
that of Iran.

tion from this reservoir and Iran’s

ly shift over to Qatar. Further- :
more, this field, located at a depth
of one kilometer, contains several :
crude oil layers extending from :
Iran to Qatar, making it a shared :
¢ is not standing idly by. With the
: Qatar began gas extraction from :
i South Pars in 1990, a decade :
i ahead of Iran, and has pro- :
duced nearly twice the gas vol- :
ume from this field. Neverthe- :
less, Iran has launched 14 new :
phases over the past decade and
recently caught up with Qatar’s
i struction, the ministry has shown
In 2005, Qatar announced a halt :
to development at the North
Dome field to size up the impact :
of rapid production increases on :
the reservoir. However, develop- :
: ment resumed in 2022, and Qa-
: tar signed off on contracts worth
$29 billion with Western compa- :
nies to boost production by 30% :
by 2026. The goal is to increase :
annual LNG export capacity from :
77 million tons to 126 million
i tons per year, with projections

asset between the two countries.

production level.

. reaching 142 million tons by

2030.

duction from South Pars is expect-

duction from this shared field is

350 million cubic meters per day

due to pressure decline on the Ira-
nian side if the pressure-boosting
projects are not completed.

Despite the challenges laid out,
itis clear that Iran’s Oil Ministry

signing of the largest gas contract
in the country’s history, a major
step has been taken to revamp
infrastructure and address the
pressure decline in South Pars.
By turning to domestic compa-
nies and reconfiguring the plat-
form design to accelerate con-

adaptability and determination
to get the project off the ground.
The launch of Phase 11, extensive
drilling plans, and the push to
install 28 new platforms and 56
compressors all reflect a proac-
tive strategy aimed at sustaining
gas production and safeguarding
national energy security for years
to come.

The article first appeared in
Persian on Mehr news agency.



