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Abstract

In recent years, the establishment of independent regulatory
agencies, due to their structural, decision-making, and financial
independence, has become a prevalent legislative approach in
the petroleum industry of many developed and developing
countries. Traditionally, the responsibility for regulating the
petroleum industry has been entrusted to the Ministry of
Petroleum (or Energy) and/or the national oil company of each
country. In Iran, a similar approach has been adopted in light of
the limitations imposed by the country's higher-order legal and
policy documents. Accordingly, this study seeks to examine the
existing laws and regulations of Iran and draw upon the
experiences of other jurisdictions in the field of regulation. The
findings indicate that although the legal structure governing
Iran’s petroleum industry, particularly in the upstream sector,
contains legal and structural constraints on the establishment of
an independent regulatory agency, such an institution may
nevertheless be established through appropriate management of
existing challenges and the implementation of necessary
reforms. Furthermore, pursuant to the Law on the
Implementation of the General Policies of Article 44 of the
Constitution and the Law on the Duties and Powers of the
Ministry of Petroleum, the Council of Ministers, upon the
proposal of the Competition Council, may establish an
independent sector-specific regulatory agency in the petroleum
industry.
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Extended Abstract

Regulation in the petroleum industry has increasingly evolved into a governance
mechanism closely associated with transparency, accountability, and the institutional
separation of sovereign and commercial functions. Across many jurisdictions,
traditional regulatory models dominated by ministries of petroleum or national oil
companies have gradually been replaced by independent regulatory agencies
operating with professional autonomy and reduced exposure to political or
commercial influence. In Iran, although the Ministry of Oil is designated as the
primary regulatory authority under the Law on the Duties and Authorities of the
Ministry of Oil (2012), the domestic legal framework - particularly the Law on the
Implementation of Article 44 of the Constitution - provides a potential legal basis for
establishing an independent sectoral regulator upon the recommendation of the
Competition Council. Nevertheless, the establishment of such an institution remains
constrained by the structural characteristics of Iran’s petroleum sector, particularly in
the upstream segment, where state monopoly, statutory restrictions on privatization,
and fragmented governance persist. This study adopts a comparative legal-analytical
approach. It first examines the principal statutes governing the structure and
regulatory framework of Iran’s petroleum sector, including the Petroleum Act (1974,
1987, and 2011), the Statute of the National Iranian Oil Company, the Law on the
Implementation of Article 44 of the Constitution, and the Law on the Duties and
Authorities of the Ministry of Oil (2012). It then evaluates the experience of
independent regulatory agencies in Norway, the United Kingdom, Brazil, Mexico,
Nigeria, and Indonesia. Through comparative analysis, the study identifies
regulatory models, institutional arrangements, and governance mechanisms that
may, at least in part, be adapted to the Iranian legal system. The findings indicate
that establishing an independent regulatory agency could substantially improve
governance in the petroleum sector by separating regulatory and commercial
functions institutionally. Such separation would reduce conflicts of interest, limit
political interference, enhance regulatory stability, and strengthen transparency in
decision-making. Comparative experience further demonstrates that when national
oil companies relinquish regulatory responsibilities and concentrate on commercial
activities, both corporate performance and regulatory effectiveness improve. In Iran,
although the legal framework formally permits the establishment of an independent
sectoral regulator through coordination among the Ministry of Oil, the Competition
Council, and the Cabinet, significant obstacles remain. These include the legal
prohibition on privatizing upstream activities, the state's monopoly over
hydrocarbon resources, fragmented governance between upstream and downstream
sectors, and limited market competition. Despite these constraints, international
experience suggests that gradual institutional reforms could provide a practical
pathway toward establishing an independent regulatory authority in Iran. The
principal contribution of this study lies in integrating Iran’s domestic legal
framework with international regulatory experience to provide a structured and
legally grounded assessment of the feasibility of independent regulation in the
Iranian petroleum sector. By demonstrating that the Iranian legal system already
contains foundational - albeit incomplete - legal provisions for such an institution,
the study addresses a significant gap in the literature on energy regulation and
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institutional design in Iran. The establishment of an independent regulatory agency
would have important legal and policy implications. It could strengthen energy
governance by enhancing transparency, ensuring regulatory neutrality, and reducing
overlapping responsibilities between the Ministry of Oil and the National Iranian Oil
Company. It could also increase investor confidence through greater regulatory
predictability, improve the enforcement of environmental, safety, and technical
standards, and promote efficiency by providing more effective oversight of
contractual arrangements and bidding procedures. Ultimately, such an institution
could facilitate Iran’s gradual transition from a predominantly state-monopolized
petroleum sector toward a governance model characterized by greater competition,
clearer institutional boundaries, and stronger accountability. In conclusion, although
the current legal and institutional structure of Iran’s petroleum sector presents
substantial challenges, this study concludes that establishing an independent
regulatory authority remains both legally feasible and strategically desirable by
drawing upon international experience and utilizing existing legal mechanisms.
Achieving this objective, however, requires phased institutional reforms, including a
clearer separation of competitive and non-competitive activities, strengthening the
role of the Competition Council, and redefining institutional mandates to reduce
conflicts of interest. These reforms are essential to enhancing transparency,
competitiveness, and the long-term sustainability of Iran’s petroleum sector.
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13. Oil and Gas Authority
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15. National Petroleum Agency

16. Biofuels

17. Petrobras

18. Pre-Salt

19. Pre-Sal Petroleo SA (PPSA)
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20. National Hydrocarbons Commission (CNH)

21. Pemex

22 Agency for Safety, Energy and Environment (ASEA)
23. Pertamina
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