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 Iran conundrum

An important article that presents the Iranian perspective on the 
crisis likely to emerge from Western economic sanctions. Iran exports  
60 per cent of its crude oil to Asia; China alone imports 20 per cent 
of its crude oil from Iran .According to Iranian official reports, Iran's 
oil accounts for 16.6 per cent of India's crude oil imports.  According 
to Indian official reports, India has imported about 22 million tons of 
crude oil valued at about US$ 10 billion in 2009-2010, which makes it 
the third largest market for Iranian crude. India exports diesel, refined 
oil, petroleum products and processed minerals to Iran. It is said that 
close to 40 per cent of the refined oil consumed by Iran is imported 
from India. The article is pessimistic that India is likely to buckle under 
Western pressure and shift its energy dependency almost entirely to 
the GCC countries.
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In lessening or cutting 
relations with Iran, India 
has to deal with care, since 
this approach might create 
few divisions or confusions 
within the Republic of India, 
especially on the part of 
Muslim community. Thirdly, a 
safe Afghanistan matters a lot 
to the Indian national interest. 
India knows that together 
with a sincere Iran, they 
may be capable of working 
to make a relative secure 
Afghanistan. Neither India nor 
Iran will welcome a regime in 
Afghanistan close to Pakistan’s 
ISI. Fourthly, a friendly Iran 
can play its own positive role 
in Indo-Pak relations. The 
Iran-Pak-India pipeline, for 
example, could meet the energy 
demands of both India and 
Pakistan, had it been approved

CRISIS IN IRAN: 
IMPACT ON INDIA'S ENERGY SECURITY

The present article deals with the following interrelated issues: Iranian crisis resulting from 
Western sanctions, impact on Indo-Iranian oil business resulted from Iranian crisis, the 
Indian concerns and the extent of Indian capability in dealing with these concerns. In 

order to understand the problem, the article is divided into four sections. The first explains 
the Western projection of Iranian crisis; it discusses the way former crisis led to current crisis. 
The second section highlights general consequences of sanctions in Iran; it also considers the 
probable prospect of Iranian oil business with the Asian giants. The third one refers to recent 
Indo-Iranian energy ties; considering the Indian support of US approach towards Iran, what 
concerns India will be faced with. The fourth section deals with the following questions: Can 
India deal with the concerns? What shall be the impact on Indian energy security? 
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inDiAn cOncerns Iran conundrum 

Although Islamic Republic 
of Iran strongly denies 
Western allegations, to a large 
extent, West has succeeded 
in projecting Iran as a rogue 
state. The West led by US 
characterises Iran as a regime 
that violates human rights, 
backs terrorism and pursues its 
illegal nuclear programme. The 
impression has not been only 
westernised but also globalised

 
Iranian crisis

Although Islamic Republic of Iran 
strongly denies Western allegations, 
to a large extent, West has succeeded 
in projecting Iran as a rogue state. The 
West led by US characterises Iran as 
a regime that violates human rights, 
backs terrorism and pursues its illegal 
nuclear programme. The impression 
has not been only westernised but 
also globalised. In turn, the scenario 
demands Iran to comply with the 
so-called international standards by 
presenting itself as more transparent; 
a demand which Iran does not accept. 
Rather, Islamic Republic maintains 
that it has already been transparent 
and that it is not for the West 
especially the US to play the so-called 
role of “global police.” The dispute 
has made the situation more critical, 
exacerbated the already bad US-Iran 
relations. The circumstance has led 
to the emergence of new sequential 
crisis, such as: 1) Emergence of 
tougher Western sanctions on Iran.  
2) Pulling in other regional powers 
such as India into the game.  
3) Paralysing the Iranian economy. 
4) Damaging the Indo-Iranian ties. 
These crises have left not only an 
impact on Iran’s regime but also an 
impact on other Asian countries such 
as India, the subject of the discussion. 
Before focusing on Indian impact, 
however, it will be advisable to focus 
first on Iranian impact. 

Sanctions 

Since the inception Islamic 
Republic has been faced with 
waves of sanctions, but the 
regime persistently has declared 
all sanctions to be unsuccessful 
or ineffective. Quite often, in his 
various presentations, President 
Ahmadinejad has proclaimed that 

“sanctions are nothing but pieces of 
torn papers.” The impact, however, 
was not instantaneous. Indeed, 
sanctions have had a gradual impact 
on the Iranian economy. The recent 
incidents which happened in late 
2011, such as accusing Iran of having a 
role in the attempted assassination of 
the Saudi ambassador in Washington, 
as well as, the deliberate attack 
on the British Embassy in Tehran, 
encouraged West to impose more 
effective sanctions on Iran. Thus, 
many other institutions associated 
with Revolutionary Guards Corps 
and a number of important banks 
including the Central Bank of Iran 
have been boycotted by both the EU 
and US. Besides, in late January 2012, 
the EU has banned the oil imports 
from Iran. It was estimated that  
20 per cent of the Iranian oil used to 
go to the EU markets. Well, to come 
to the point, the impact on Iran has 
been severe, making unemployment 
higher, inflation uncontrolled, 
brain drain greater, more financial 
corruptions, dragging more sections 
of the society below poverty line, 
exchange rates incredibly high and 
domestic investment inconsistent. 
The situation within will become 
worse if diplomatic tensions with the 
West continue to escalate. The crisis 
will also overshadow the relations 
with Asian giants dealing in oil 
business with Iran. The likelihood of 
banning the Iranian oil, for example, 
regarded to be a major concern 
for the Asian buyers. Iran exports  
60 per cent of its crude oil to Asia; 
China alone imports 20 per cent of its 
crude oil from Iran. As far as initial 
negotiations between Japan and 
US (January 2012) are concerned, 
Japan has made it clear that it takes 
Japan around 6 months to finalise its 
decision on the question of boycotting 
Iranian oil. Perhaps, sooner than the 
above deadline, Japan may conclude 
its decision. So can be the case with 
South Korea. Experience indicates 
that both Japan and South Korea 
ultimately will follow the Western 
path against Iran. The Chinese and 
Russian positions are yet doubtful; 
in order to convince both China 
and Russia to support the Iranian 
sanctions, the West has to devote a 
great deal of time and energy. Well, 
despite its energy need, the Republic 
of India has become more favourable 
to US. For such approach, however, 
India has to deal with a number of 

concerns as far as the issue of energy 
is concerned. 

Indian concerns 

The Islamic Republic of Iran has 
always been regarded as a good 
partner by the Republic of India. The 
two countries have relatively enjoyed 
good ties with each other. The trade 
between the two in 2009-2010, for 
instance, has reached US$ 13.4 billion. 
In the case of energy business both 
have had satisfactory collaborations. 
As far as Iranian contribution is 
concerned, Islamic Republic exports 
oil to India. According to Iranian 
official reports, Iran’s oil accounts for  
16.6 per cent of India’s crude oil 
imports. According to Indian official 
reports, India has imported about  
22 million tons of crude oil valued at  
about US$ 10 billion in 2009-2010, 
which makes it the third largest market 
for Iranian crude. Based on a six-month 
independent data published in June 
2011, India has further increased the 
imports of crude oil from Iran. On the 
whole, however, it has been estimated 
that Iran accounts for around 8 per cent 
of Indian oil imports. On the Indian 
part, India exports diesel, refined oil, 
petroleum products and processed 
minerals to Iran. It is said that close to  
40 per cent of the refined oil consumed 
by Iran is imported from India. Since 
the Islamic revolution of 1979, the 
Indian oil companies have invested 
billions of dollars in developing gas 
fields in Iran. Aban Offshore, India’s 
largest offshore drilling company, for 
example, is doing work for the Iranian 
ministry of petroleum. According to an 
Iranian local source, “Iran daily pays 
at least US$ 2,50,000 to this company 
on drilling business.” Despite Western 
sanctions that have prevented a number 
of Indian firms from dealing with Iran, 
Indian manufactured products have 
been brought into the technological 
fields of Iran. The Indian companies 
such as ESSAR, OVL and ONGC have 
acquired shares in the Iranian energy 
sector; they are engaged in petroleum 
technologies. In brief, oil business 
has overshadowed commercial ties 
between these two countries. Now, 
the question is that considering Indian 
stance, how far Indo-Iranian ties can 
go? Or, to be to the point, what will be 
the Indian concerns? 

No doubt, the issue of Iranian 
sanctions has raised problems; 

sanctions have concerned India about 
its energy security. This concern, 
in fact, has already had an impact 
on Indo-Iranian relations. A clear 
sign of such impact was notable 
in a 2011 incident when Iran faced 
major problems from India regarding 
the payments for exports; India 
postponed the payments mainly due 
to sanctions. The gesture has left a 
bad impact on diplomatic relations 
between the two regimes. The crisis, 
if it continues, further will lessen 
the Indo-Iranian ties. In this respect, 
however, as far as Indian side is 
concerned, it will have to deal with the 
following concerns. Firstly, in regard 
with oil trade, Iran has been one of 
the major contributors. But, India 
will have to lessen the ties with Iran; 
under foreign political pressure, India 
may lose its share of energy supplies 
from Iran. The same will undermine 
the Indian contribution to Iran as far 
as technological and human resource 
capitals are concerned. Secondly, in 
lessening or cutting relations with 
Iran, India has to deal with care, 
since this approach might create few 
divisions or confusions within the 
Republic of India, especially on the 
part of Muslim community. Thirdly, a 
safe Afghanistan matters a lot to the 
Indian national interest. India knows 
that together with a sincere Iran, 
they may be capable of working to 
make a relative secure Afghanistan. 
Neither India nor Iran will welcome 
a regime in Afghanistan close to 
Pakistan’s ISI. Fourthly, a friendly 
Iran can play its own positive role in  
Indo-Pak relations. The Iran-Pak-India 
pipeline, for example, could meet 
the energy demands of both India 
and Pakistan, had it been approved. 
It should be reminded that without 
Pakistan’s goodwill gesture, India’s 
security cannot be guaranteed. Quite 
often, for example, certain Pakistani 
rogue elements have been involved 
in terrorist activities against India. 
Fifthly, China’s growing influence 
in the region is a worrying factor for 
India. China is already the largest 
economic partner of Iran; how to 
counteract this has been a concern 
to India. The more India associates 
itself with US, more will it make Iran 
away from India and closer to China. 
Thus, in case of unfriendly relations 
with Iran, India will have to deal with 
these problems. 

Now, taking into account the 

aforesaid concerns, we need to deal 
with two more questions. 1) Can 
India challenge these concerns?  
2) What will be the impact on Indian 
energy security? 

Energy security

The issue of energy security is 
one of the most important concerns 
for India. For that, therefore, Iran is 
vital. But, the question is that at what 
cost Iran remains essential to India? 
Had India not been influenced by 
Western powers perhaps it would 
have maintained its independence 
by keeping normal ties with Iran. So, 
the crucial point is that India has to 
make its stance fully clear; it has to 
swim with the western tide. After 
all, the main player in the region is 
neither Iran nor China, rather it is the 
West. Therefore, the aforesaid Indian 
concerns, whatever, can be reduced 
only if India continues to satisfy the 
United States of America. The fact is 
that comparing to Western powers 
India is not that much powerful; 
India has been more dependent on 
the West. As a result, it has to fully 
cooperate with the West as far as 
US approach to Iran is concerned. 
This is evident from the Indo-US 
relations. For example, few years ago, 
India was asked by US to prove its 
loyalty by supporting US at the IAEA 
on the question of Iran’s nuclear 
programme. The Bush administration 
had clearly stated that “If India 
voted against the February 2006 US 
motion on Iran at the IAEA, Congress 
would likely not approve the  
Indo-US nuclear agreement.” India 
voted against Islamic Republic of 
Iran, a move which made US happy. 
Or, with respect to Iran-Pak-India gas 
pipeline the stand taken by India had 
demonstrated that regardless of its 
energy necessity, India gives priority 
to the West rather than Iran. Although 
Iran is rich in natural resources, it is 
the West that dominates the world 
energy market. 

Moreover, under Western 
pressures, even if India decides 
to completely ban the Iranian oil 
imports, the policy probably will not 
jeopardise Indian energy security. 
For India has already taken care of 
the issue by looking beyond Iran. In 
recent years, for example, Indian ties 
with Arab countries have increased 
remarkably. India has already 

consolidated its economic relations 
with the naturally-rich countries 
such as Bahrain, Iraq, Kuwait, 
Oman, Qatar, Saudi Arabiaand UAE.  
Saudi Arabia is a major supplier of oil 
to India; India, considered to be the 
fourth largest recipient of Saudi oil 
after China, US and Japan. The Gulf 
Cooperation Council (GCC) is also 
the second largest trading partner of 
India. According to a report, "the GCC 
countries supply 45 per cent of India’s 
petroleum; the Saudis are responsible 
for a quarter of those supplies and 
Kuwait, Oman and UAE are other 
major suppliers. Qatar remains 
India’s exclusive supplier of natural 
gas, annually supplying 5 million 
tons of LNG to India." The same 
report presents that "the Middle East 
provides almost 65 per cent of India’s 
energy requirements." In addition, 
India has already been active in further 
exploration and exploitation of its 
own natural resources with the help 
of both domestic and international 
companies. 

Even if in case of war with Iran, 
which seems less likely, Indian energy 
security, in all probability, will not be 
endangered. The theory of war stems 
from the recent quarrel (January 2012) 
exchanged between Iran and US in 
which Iran warned the West that “if 
any disruption happens regarding the 
sale of Iranian oil the Strait of Hormuz 
will definitely be closed.” Well, since 
the navies of Western powers such 
as those of US, UK and France are 
involved in the region most likely they 
themselves will take care of a probable 
clash against Iran. In reaction to the 
Iranian threat, however, US warned 
back by declaring that “any threat to 
the security of the Straits of Hormuz 
will bring a military confrontation 
against Iran.” 

In a nutshell, therefore, as far as 
Iranian crisis is concerned, the impact 
on Indian energy security will not 
be substantial. India has shifted its 
attention on other naturally-rich 
countries of the Middle East; they 
may fill the Indian energy supply 
vacuum. India can also challenge 
the aforementioned concerns if it 
continues to support the powerful 
West against Iran, for the powerful 
West has a more decisive role in 
preserving the energy security of the 
region than other countries.     
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