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Wary Western oilmen seek new deal in Iran
Gareth Smyth
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J 

.W. Williamson’s 1927 book In 
a Persian Oil Field, subtitled 
A Study in Scientific and In-
dustrial Development, waxed 
lyrical over the work of the 

Anglo-Persian Oil Company. As well 
as examining the company’s tech-
nical work, the book showcased 
the housing, medical facilities and 
vegetable bazaar provided by the 
company for local workers, “many 
of them simple nomads”. British 
employees were largely segregated.

A preface by the Earl of Balfour 
— he of the 1917 British declaration 
backing a Jewish state in Palestine 
— reflected the importance attached 
by the London government to An-
glo-Persian’s exclusive rights, de-
rived from the 1901 D’Arcy conces-
sion, to exploit Iran’s oil reserves.

The terms that had been accepted 
by the Qajar shah became a growing 
source of contention for national-
ists, as the British government fa-
mously received more in tax from 
the oil company than the Iranian 
government received in royalties.

The bitter taste lasted beyond na-
tionalisation in the 1950s and the 
1979 revolution and lingers today as 
Iran gears up to entice Western en-
ergy majors back with international 
sanctions set to ease following Teh-
ran’s nuclear agreement with world 
powers.

The September visit to Iran by 
executives of BP, the successor to 
Anglo-Persia, had a particular sensi-
tivity in Iran. But BP is hardly alone. 
Total, Eni and Shell will lead the 

way as majors that had greater in-
volvement in Iran before the United 
States pressured them to withdraw 
around 2009-11.

Even US companies are eyeing 
Iran’s carbon reserves, the largest in 
the world with 157.8 billion barrels 
of oil (9.3% of global total) and 34 
trillion cubic metres of gas (18.2% 
of global total).

The attraction is mutual. Iran 
badly needs international invest-
ment and expertise and there is 

widespread dissatisfaction with the 
quality and speed of Chinese con-
tractors.

Iranian Deputy Oil Minister Hos-
sein Zamaninia said in July that Iran 
had identified oil and gas projects 
worth $185 billion which it aimed to 
sign by 2020 and Iran is especially 
keen to gain access to the advanced 
technology needed to convert the 
vast undersea reserves of the South 
Pars field into liquid natural gas, its 
most exportable form. Without the 
majors’ know-how, progress has 
been slow: while Iran holds 18.2% 
of global gas reserves, its produc-
tion in 2014 was only 5% of the 
world total.

But given the history, there is still 
suspicion in Iran and a persistent 

desire for “self-reliance”. When Su-
preme Leader Ayatollah Ali Khame-
nei decreed in 2005-06 that much 
of Iran’s state-owned industries 
should be privatised, he stipulated 
that upstream oil and gas would re-
main in public hands.

In order to safeguard public own-
ership of energy reserves, the Is-
lamic Republic in the 1990s evolved 
a system called “buy-back”. Es-
sentially this meant the contractor 
funded all development, received 
an agreed production share and 
then transferred operation of the 
field to the Iranian authorities after 
a set number of years, so complet-
ing the contract.

The majors disliked “buy-back”, 
partly because it gave them no real 
incentive to maximise production 
and profits and partly because con-
tracts were restricted to five to eight 
years.

This is set to change, with recent 
cabinet approval of a new arrange-
ment, the so-called Iran Petroleum 
Contract (IPC), and a conference 
is scheduled in Tehran for the Ira-
nian month of Aban (October 23rd-
November 21st) to announce the 
terms, with a follow-up conference 
in London in February 2016.

Vagueness over the date of the 
conference may reflect the “com-
plex” issues involved, an Iranian 
business journalist told The Arab 
Weekly. 

The Oil Ministry and the state-
owned National Iranian Oil Com-
pany have been trawling through 
possibilities since legislation in 2012 
gave them power to examine new 
models and terms.

Just how far they have decided 
to go remains to be seen. In 2014, 

Mehdi Hosseini, chairman of a con-
tracts revision committee, said in-
ternational companies taking part 
in “joint ventures” would be “paid” 
with a share of the output — giving 
them an incentive not present un-
der “buy-back”, to maximise pro-
duction and profits. Iran might go 
further in taking a fee per barrel, 
and there has also been talk of con-
tracts lasting 20-25 years.

The majors are wary, not just 
about their bottom lines in a less-
than-vibrant world market but over 
who their Iranian partners might be 
in “joint ventures” and also regard-
ing technology transfers. The gov-
ernment’s intention appears to be 
to offer sufficiently attractive terms 
to attract investment and expertise.

Rather like the July 14th nuclear 
agreement with world powers, Iran 
has set its “red lines” discretely and 
will now look for common ground 
between its belief in “self-reliance” 
and international pressure to fall 
into line.

In his speech to the UN General 
Assembly in September, Iranian 
President Hassan Rohani portrayed 
the nuclear agreement as a blue-
print for solving problems through 
dialogue. 

No doubt he also believes Iran can 
pursue its national interest through 
compromise in energy.

An Iranian oil worker at Tehran’s oil refinery, in Iran.
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iddle Eastern coun-
tries have urged the 
world to help them 
deal with the mas-
sive influx of people 

fleeing Syria’s conflict. The refugees 
are exhausting resources in host 
communities although some ana-
lysts say many Syrians are actually 
boosting some economic sectors in 
their new countries.

At the meeting of the Interna-
tional Monetary Fund (IMF) and 
the World Bank on October 9th in 
Peru, a statement from a dozen 
countries in the region said they 
are facing heightened demands on 
domestic resources from the influx 
of refugees and internally displaced 
populations.

The statement was delivered 
by the United Arab Emirates’ rep-
resentative on behalf of Bahrain, 
Egypt, Iraq, Jordan, Kuwait, Leba-
non, Libya, the Maldives, Oman, 
Qatar, Syria and Yemen. “We call 
on the IMF to provide financing to 
the affected countries on conces-
sional terms to mitigate these costs 
and to encourage more timely and 
adequate support from the interna-

tional community,” the statement 
said.

While it is difficult to derive ex-
act figures about the effects of Syr-
ian refugees in Lebanon, it is easy 
to speculate, a banking source told 
The Arab Weekly.

“Banking deposit growth has re-
mained largely stable amid the Syri-
an turmoil but rose at an annualised 
pace of about 6% to a record $151 
billion in 2014, according to central 
bank data. One can attribute much 
of the rise to deposits fleeing Syrian 
into Lebanon,” the source said.

There are tens of thousands of 
self-supporting and wealthy fami-
lies renting apartments in Beirut, 
barely saving the sector, a tourism 
source said, although they seem to 
be spending cautiously on other 
things. “Others are manual labour-
ers, not included in refugee fig-
ures,” he said.

“The Lebanese economy has 
been growing beyond expectations 
over the past two years, with the 
World Bank estimating 2.5% growth 
in real terms this year, the highest 
growth rate since 2010 in the coun-
try,” Massimiliano Cali and Samia 
Sekkarie wrote in a paper for the 
Washington-based Brookings Insti-
tution in September. The Lebanese 
central bank estimates growth in 
2015 year to be 0-1%.

Lebanon’s economy has been 
crippled by a political crisis, which 
has prevented its government from 
having general elections, due in 
2009, and stopped its parliament, 
which extended its term twice into 
a full four-year tenure, from elect-
ing a new president since Michel 
Suleiman’s presidential tenure end-
ed in 2014.

“This economic resilience in the 
face of large inflows of refugees has 

been the case for Jordan… and Tur-
key as well, with both economies 
growing consistently throughout 
the refugees’ inflow,” Cali and Sek-
karie said.

Globally, the humanitarian re-
sponse to the Syrian crisis is only 
half funded and aid organisa-
tions are struggling to deliver pro-
grammes. Many Syrian refugees 
have seen food support cut 50% in 
2015 because of a lack of financing.

More than 4 million people have 
fled Syria since the conflict erupted 
in 2011. Jordan is estimated to host 
1.4 million refugees, Lebanon 1.2 
million and Turkey 2 million.

The United Nations and World 
Bank said in Peru on October 10th 
they would increase financing for 
the Middle East and North Africa 
to help countries deal with the mil-
lions of refugees and rebuild after 
conflicts. They did not put a dollar 
figure on the initiative but set up a 
working group tasked with finalis-
ing the plans by February 2016.

Speaking after the UN and World 
Bank announced plans to increase 
lending to help the region deal with 
the catastrophic spillover of con-
flicts in Syria and beyond, Lebanese 
Finance Ministry Director-General 
Alain Bifani said the aid should be 
interest-free.

Bifani estimated the total cost at 
more than $15 billion — one-third of 
Lebanon’s gross domestic product. 
He said the world should consider 
taking in refugees a “global public 
good” that must be paid for or else 
host countries risk collapse.

Speaking at a UN summit on 
September 25th after adoption of 

sweeping new global development 
goals, Lebanese Prime Minister 
Tammam Salam said public infra-
structure and hosting communities 
have been stretched “to the limit” 
while international assistance has 
been steadily declining because of 
so-called donor fatigue.

In the meantime, the Syrian refu-
gees have decreased production 
costs partly due to lower labour 
costs in host countries, especially 
Lebanon, Jordan and Turkey. “Syr-
ian refugees are offering to work for 
cheaper wages in unskilled jobs in 
rural areas,” a source with an inter-
national aid agency said.

Although this is reported to have 
increased unemployment and pov-
erty rates among the Lebanese, 
the source said the Syrians mostly 
take jobs declined by the Lebanese. 
“This is a major thing that cannot 
be overlooked,” he said.

Abdel-Rahman Ayas is a 
Beirut-based business writer.
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the case for Jordan… 
and Turkey as well.”

A Jordanian soldier carries a Syrian child refugee near the town of Ruwaished, 240 km east of Amman.
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with the World Bank 
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largest in the world 
with 157.8 billion 
barrels of oil.


