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Executive Summary

By the end of Y+ Y ¢, Iran’s petrochemical industry, boasting a nominal capacity of 47,7
million tons, held the second-largest regional position in basic product manufacturing.
Accounting for nearly Y+ 7 of total non-oil exports, it played a pivotal role in generating
foreign currency and linking diverse industrial networks. With exports reaching Y9,Y
million tons valued at $ ¥ billion and providing direct employment for ) £€A,+ + + people,
this sector stood as a pillar of the national economy and a quintessential mother industry.
Its extensive forward and backward linkages ensured that its operational performance
significantly influenced strategic sectors such as steel, agriculture, automotive,
construction, and food packaging.

However, the official balance sheet for ¥ ¥ ¢ reveals that even before the recent crises,
the industry struggled with deep-seated structural and institutional hurdles. An analysis
of the Y),)-million-ton gap between nominal capacity and actual production a
utilization rate of just YA’ shows that the primary culprit was not aging equipment or
technical shortcomings, but rather a chronic imbalance in gas feedstock supply, which
threatened production stability particularly during cold seasons. Furthermore, the
concentration of Yo7 of national capacity in Mahshahr and Asaluyeh, coupled with the
vital dependence of VY complexes on only three utility centers Fajr, Mobin, and
Damavand created a single point of failure. This excessive centralization magnified the
risk of a local incident spiraling into a national crisis. Sanctions further complicated
matters by restricting access to capital and modern technology.

In this fragile landscape, military conflicts in April Y+Y7 struck the petrochemical
industry with an unprecedented systemic shock. This blow differed from previous ones
by shifting targets from processing units to vital utility lifelines, the facilities supplying
water, electricity, and industrial steam. The disruption of the Fajr, Mobin, and
Damavand complexes, which collectively produced ¥5)Y% MW of power and ©,VAY
tons of steam per hour, plunged nearly Y°7. of the country’s nominal capacity into a
silent shutdown without directly damaging the reactors. Simultaneously, damage to the
South Pars Phase ¢ refineries cut natural gas supply by )°/ and ethane production the
lifeblood of the ethylene and polyethylene chain by Y7, expanding the crisis from
energy supply to feedstock availability.

The dimensions of this crisis are evident at several levels. At the macroeconomic level,
the halt of an industry responsible for 1Y billion Dollar in non-oil exports has resulted
in a monthly loss of potential revenue estimated at A++ million Dollar. This deficit
weakens monetary stability and strains the national balance of payments. Domestically,
the supply chain disruption was immediate. A shortage of polymers has paralyzed the
production of essentials like medical equipment and food packaging, passing cost-push
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inflation onto the final consumer. Notably, the interdependence between the
petrochemical and steel industries specifically the cut in oxygen supply for furnaces has
created a restoration paradox: steel is required to repair damaged infrastructure, yet steel
production itself now depends on the recovery of the petrochemical sector.
Internationally, Iran’s prolonged absence from markets such as methanol increases the
risk of permanent trade damage, as strategic buyers shift to long-term contracts with
regional competitors.

Ultimately, Iran’s petrochemical industry has reached a crossroads where maintaining
the status quo is neither possible nor logical. The war-induced crisis has turned a
fundamental overhaul of the industry's architecture into an urgent priority. A multi-
layered policy framework is essential. In the short term, focus must be on crisis
management through emergency power supply, smart feedstock allocation to essential
units, and planned imports to prevent the collapse of downstream industries. In the
medium term, reconstruction should prioritize distributed resilience by developing
small-scale energy units to reduce systemic risk. Long-term efforts must include
mandating passive defense standards, investing in strategic feedstock storage, and
reforming governance to reduce state intervention and empower the private sector,
ensuring this key economic engine can withstand future shocks.
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