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Iran Rejects Peace — Oil Price Shock and
India's Energy Vulnerability

= Business Standard 26 March 2026 [ save

BS Business Standard 4 tags v

INTERVIEW ANGLE

"India imports 88% of its crude oil. How should India restructure its energy security
architecture to withstand prolonged supply disruptions in the Persian Gulf?"

& WHY IN NEWS

Iran rejected the Trump administration’s 15-point peace plan on March 26, calling it “capitulation disguised as
diplomacy.” Brent crude surged past $112/barrel, and India faces an estimated $1 billion additional import cost

for March 2026 alone due to the ongoing Iran-US conflict disrupting Gulf shipping.

The Editorial Argument

Business Standard argues that Iran’s rejection of the peace plan exposes the structural fragility of India’s energy
security. With 88% crude import dependence and the Strait of Hormuz carrying 20% of globally traded oil,
India cannot afford to treat energy diversification as a long-term aspiration — it must become an immediate

strategic priority.

The 15-Point Peace Plan — Key Elements

The Trump administration’s plan, delivered through Swiss intermediaries, reportedly included:

o Iran to dismantle uranium enrichment beyond 3.67% (JCPOA limit)
2] TAEA inspectors to have unrestricted access to all nuclear sites

© Iran to withdraw support for Houthi operations in the Red Sea

O (easefire with US and allied forces in the Persian Gulf

> Compensation framework for the Ras Laffan attack damage

On exchange: phased sanctions relief over 5 years and unfreezing of $50 billion in Iranian assets
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Iran’s Supreme National Security Council rejected all 15 points, stating that the plan “demands surrender while

offering delayed crumbs.”

India’s Oil Vulnerability — The Numbers

METRIC DATA

India’s crude oil import dependence ~88-89% (2025-26)

Daily crude imports ~4.5 million barrels/day

Annual oil import bill (pre-crisis) ~$150 billion

March 2026 additional cost (conflict premium) ~$1 billion

Oil through Strait of Hormuz ~20% of global traded oil

India’s crude from Gulf ~60% of total imports

Strategic Petroleum Reserve (SPR) 5.33 MMT (~9.5 days of consumption)

The Strait of Hormuz — Chokepoint Analysis

The Strait of Hormuz is a narrow waterway between Iran (north) and Oman’s Musandam Peninsula (south):

® Width: ~33 km at narrowest point
e Navigable shipping lanes: ~3 km each direction
¢ Daily oil transit: ~20 million barrels (20% of global supply)
® LNG transit: ~25% of global LNG trade
If Iran were to blockade the strait — even partially — the global oil market would face an immediate supply

shortfall of 15-20 million barrels per day. No combination of SPR releases and alternative production could

compensate.

India’s Strategic Response Options

IShort— Term (0-6 months)
e Diversify crude sources: Increase imports from the US (shale), Guyana, Brazil, West Africa

e SPRrelease coordination: Work with IEA members for coordinated strategic reserve release

¢ Demand management: Accelerate ethanol blending (currently E20 target) to reduce petrol

demand

IMedium-Term (1-3 years)
e Expand SPR: Phase II expansion of 6.5 MMT at Chandikhol (Odisha) and Padur (Karnataka) —

must be fast-tracked
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o Long-term contracts: Lock in supply agreements with non-Gulf producers at fixed price corridors
e Refinery flexibility: Indian refiners (Reliance, IOCL, BPCL) must invest in multi-crude processing
capability
ILong-Term (3-10 years)

® Renewable energy acceleration: India’s 500 GW renewable target by 2030 reduces structural oil

dependence

® Green hydrogen: National Green Hydrogen Mission (Rs 19,744 crore) — hydrogen can replace

natural gas in fertiliser and steel
¢ Nuclear energy: Fast-track Kudankulam Units 3-6 and indigenous PHWR programme

¢ EV adoption: FAME III scheme for electric vehicles reduces transport oil demand

The Remittance Dimension

The conflict also threatens India’s Gulf diaspora:

METRIC DATA

Indians in Gulf states ~9 million

Annual remittances from Gulf ~$40 billion

India’s total remittances (2024-25) ~$125 billion (world’s largest recipient)
UAE share of India’s Gulf remittances ~40%

Saudi Arabia share ~25%

A prolonged conflict could disrupt employment, depress wages, and reduce remittance flows — affecting

millions of families in Kerala, Tamil Nadu, Andhra Pradesh, Bihar, and Uttar Pradesh.

IMEC — The Geopolitical Casualty

The India-Middle East-Europe Economic Corridor (IMEC), announced at the G20 New Delhi Summit
(September 2023), envisioned a rail-and-port network connecting India to Europe via the UAE, Saudi Arabia,

Jordan, and Israel. The current conflict has effectively frozen IMEC’s implementation.

UPSC RELEVANCE

Strait of Hormuz geography, India’s SPR locations and capacity, JCPOA, IMEC, crude import

dependence percentage
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India’s foreign policy in West Asia; balancing Iran-US relations; diaspora welfare

Energy security — import dependence, diversification strategy, SPR expansion, renewable transition

FACTS CORNER — KNOWLEDGEPEDIA

I INDIA’S ENERGY SECURITY:

Crude import dependence: ~88-89% (2025-26)

Oil import bill: ~$150 billion/year (pre-crisis)

Top crude suppliers: Iraq, Saudi Arabia, UAE, Russia, Kuwait

SPR locations: Visakhapatnam (1.33 MMT), Mangaluru (1.5 MMT), Padur (2.5 MMT)
SPR Phase II: 6.5 MMT at Chandikhol + Padur (PPP mode)

ISPRL: Indian Strategic Petroleum Reserves Ltd (subsidiary of ONGC)

| STRAIT OF HORMUZ:

Location: Between Iran and Oman (Musandam Peninsula)
Width: ~33 km; navigable lanes: ~3 km each direction
Oil transit: ~20 million barrels/day (~20% of global traded oil)
LNG transit: ~25% of global LNG trade
| mMEC:
Announced: G20 New Delhi Summit, September 2023
Route: India — UAE — Saudi Arabia — Jordan — Israel — EU
Components: Rail, ports, electricity cables, hydrogen pipeline, data cables
Status: Frozen due to Iran-US conflict and Israel-Gaza situation
| OTHER RELEVANT FACTS:
JCPOA (Iran Nuclear Deal): Signed 2015; US withdrew 2018; enrichment limit 3.67%
Brent crude (March 26, 2026): ~$112/barrel
India’s ethanol blending: E20 (20%) target; currently at ~15% nationwide
National Green Hydrogen Mission: Rs 19,744 crore; target 5 MMT green hydrogen by 2030

India’s Gulf remittances: ~$40 billion/year from ~9 million Indians
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