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Abstract

This study investigates the institutional deficiencies and structural
constraints in Iran’s upstream oil sector through the lens of New Institutional
Economics. By integrating the theoretical insights of Williamson, Ostrom,
North, and Andrews, the research aims to design a comprehensive analytical
framework for reforming the governance and decision-making system in this
sector. The study highlights how the persistence of rentier behavior,
institutional inefficiency, and overlapping functions between the Ministry of
Petroleum and the National Iranian Oil Company (NIOC) have hindered the
formation of effective and transparent governance structures.

Introduction

The global literature on the resource curse emphasizes that the negative
outcomes of natural resource extraction are mainly due to weak institutions
and rent-seeking behavior among policymakers. In the Iranian context, the
dependence on oil rents and the absence of clear institutional boundaries
between state and corporate entities have perpetuated inefficiencies and
discouraged technological upgrading. Despite several attempts at
nationalization and reform, the governance of Iran’s upstream oil sector has
remained fragmented and resistant to change. This study seeks to identify the
institutional mechanisms that can enable gradual, problem-driven reform in
line with national development goals.
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Methods

Given the interpretive paradigm of the research, a qualitative methodology
was adopted, combining content analysis and historical institutional analysis.
The study analyzed upstream legal and policy documents—including oil laws,
NIOC statutes, concession agreements, and ministry decrees—alongside
semi-structured interviews conducted through a snowball sampling technique
with experienced oil-sector experts. Thematic analysis was conducted based
on the Attride-Stirling (2001) model, classifying codes into basic, organizing,
and global themes to construct a network of institutional meanings and
constraints.

Results and Discussion

Findings reveal that the upstream oil governance in Iran operates within a
limited access order, as defined by North et al. (2009). The rentier nature of
the state has produced a political-institutional equilibrium that discourages
transparency, technological learning, and autonomous decision-making. The
overlapping authority between the Ministry of Petroleum and NIOC has led
to policy incoherence and managerial inefficiency. Analysis of policy
documents indicates the absence of explicit goals for the internationalization
of NIOC and insufficient legal emphasis on technology transfer and capacity
building. Comparative evidence from countries such as Norway and Malaysia
shows that successful national oil companies achieved international
competitiveness through coherent state alignment, institutional reform, and
structured capability enhancement.

Conclusion

The study concludes that institutional reform in Iran’s upstream oil sector
requires a gradual, problem-driven, and capability-oriented approach. Three
key mechanisms are identified for enabling sustainable reform:

1. Raising the cost of resistance to change through transparency and
accountability.

2. Delivering tangible and incremental benefits from reform to key
stakeholders.

3. Engaging constructively with actors inside the dominant coalition to build
internal consensus.

By pursuing these mechanisms, the governance system can move toward a
more inclusive and efficient institutional order, enabling the NIOC to evolve
into a technically and managerially competitive national-international
company.
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