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Abstract

India-Iran bilateral relations in the post-Cold War (1991-2020) period are considered
one of the most intricate and strategically critical partnerships. This relationship is
complex, at the intersection of energy security, regional geopolitics, and the conflicting
interests of major powers. Using diplomatic archives, trade figures, energy data and
analytical research, this study systematically looks into the main factors and constraints
for India-Iran relations over three decades. The study claims that although energy issues,
namely India’s dependence on Iranian crude oil, have been the base of the relationship,
the dynamic has been greatly influenced by geopolitical considerations such as the US
sanctions regime, China-Pakistan axis, future prospects in Afghanistan, and multilateral
structures including the Shanghai Cooperation Organisation. Quantitative information on
crude oil imports, trade transactions and infrastructure investments in the Chabahar Port
project are mixed with qualitative measurements of strategic choices. The results suggest
that despite structural limitations, both states have preserved strategic autonomy
regarding their engagements, reflecting shared civilizational legacy, complementary
strategic interests, and recognition of multipolarity as a desirable world order. The article
ends by discussing the possibilities and constraints of the relationship in a more
sanctions-oriented context.

Keywords: India-Iran relations, energy security, Chabahar Port, US sanctions,
geopolitics, strategic autonomy.

1. Introduction

The breakup of the Soviet Union in 1991 radically rearranged the geopolitical landscape
of Asia, forcing states in the region to re-evaluate their priorities. Two old civilisations
that shared thousands of years of cultural, linguistic and commercial relationships, India
and Iran found in the post-Cold War environment both unprecedented opportunities and
formidable challenges for engagement. The development of a unipolar world dominated
by the United States, the rise of Islamist extremism, the Taliban’s conquest of Afghanistan,
and subsequently the calamitous aftermath of the 2003 Iraq War dramatically altered the
security outlooks of both countries, creating structural forces that made it both
economically feasible and politically expedient to cooperate.

India’s economic liberalisation boom after the 1991 balance-of-payments crisis led to an
explosive increase in energy demand. India had become a net oil importer by the mid-
1990s and had begun relying aggressively on producers based in the Persian Gulf. [ran
had the second-largest proven natural gas reserves in the world and the fourth-largest
crude oil reserves (BP Statistical Review, 2020). Thus, it symbolised more than the sole
hydrocarbon supplier, but a resource link and gateway to the markets in Central Asia, a
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counterweight to the Pakistani influence in Afghanistan, and a partner in the vision of
alternatives to the American-dominated regional order. Systematically addressing these
dimensions, this paper provides a complete account of India-Iran bilateral relations for
the period 1991-2020.

This study’s guiding research question is: What are the primary drivers and constraints
of India-Iran bilateral relations in the post-Cold War period, and how have they evolved
across different phases of geopolitical change? It is followed by an examination of six
sections: historical context, energy security, geopolitics and strategic convergence,
sanctions and their impact, key bilateral agreements and conclusions.

2. Historical and Civilizational Foundations

Any serious examination of existing India-Iran relations must necessarily recognise the
groundswell of civilisation upon which contemporary diplomacy is built. Early Perso-
Indian contacts were, in general, part of the Achaemenid era (sixth century BCE) but
reached a turning point in the Mughal states (1526-1857), where Persian became the
language in which people from India operated on the sub-continent as an administrative
system. Each of these two civilisations also possesses a pantheon of philosophical, poetic
and architectural heritage that reflects the commonality of popular opinion and elite
discourse in the two nations today (Pande, 2011). In the formative form of the modern
state, India and Iran formed formal diplomatic relations in 1950, and this relationship
continued to be friendly throughout the period of Mohammad Mosaddegh, the 1953 CIA-
led coup and the leadership of Mohammad Reza Shah Pahlavi. The Islamic Revolution of
1979 added layers of complexity: Iran’s newly formed theocratic government held an
ideologically adversarial stance toward American partners, while India, with its typical
non-alignment posture, chose to remain engaged while delicately managing
Washington's issues. The Iran-Iraqg War (1980-1988) also strained Indian diplomacy, as
New Delhi preserved a formal stance of non-involvement, quietly prioritising energy
supplies from both the war’s belligerents (Pant, 2004). The post-Cold War era thus
passed down a legacy of latent warmth, structural-energy interdependence, and acute
diplomatic discipline. But the problem for both states following 1991 was getting
civilizational affinity and energy complementarity to become a consistent strategic
partnership, a project that will always be unfinished but will also always be powerful.

3. The Hydrocarbon Imperative in Energy Security

3.1India’s Energy Dependence and Iranian Supply.

India’s energy security calculus has been shaped by two structural realities: high
domestic demand, alongside a limited domestic hydrocarbon production. India's primary
energy consumption increased from 319 million tonnes of oil equivalent (Mtoe) in 1991
to 775 Mtoe in 2020, by 143% (International Energy Agency [IEA], 2021). Crude oil
imports as a % of aggregate consumption also grew, from approximately 40% in the
beginning of the 1990s to around 85% in the period 2019-2020 (Ministry of Petroleum
and Natural Gas, Government of India, 2020). Iran consistently ranked among India's top
three crude oil suppliers during this period. In 2008-2009, Iran sent some 421,000
barrels per day (bpd) of crude to India, which was equivalent to about 16.5% of total
imports of Indian crude (Indian Oil Corporation, 2009). In the peak of the years, Iranian
crude made a decisive contribution not only to total supply, but to price — Iran provided
advantageous terms of 45 days (later extended to 60) that no other supplier could match.
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Indian refineries, including Mangalore Refinery and Petrochemicals Limited (MRPL) and
Essar Oil, had adapted their technology of refiners to deal with heavy Iranian crude,
which led to a technological lock-in that strengthened commercial reliance on Iran
(Koithara, 2007).

3.2 The Gas Question and the IPI Pipeline

0Oil, as well as crude, was seen as only one front in the balance of power and as a key
component of the energy relationship. The Iranian South Pars gas field, the world’s
largest natural gas reservoir, shared with Qatar’s North Dome field, was estimated to
carry reserves of 1,800 trillion cubic feet (tcf) and could offer Iran a transformative
pipeline to gas-hungry South Asian consumers (EIA, 2019). The proposed Iran-Pakistan-
India (IPI) pipeline, envisaged in the mid-1990s and formally engaged in negotiations
through the 2000s, would have carried Iranian gas across Pakistan into northwestern
India at the MMSCMD of around 150-200 million standard cubic meters per day. The IPI
pipeline talks showed with painful clarity the geopolitical challenges facing India-Iran
energy cooperation. India had three main points going against the India policy: transit
security through Pakistani territory, pricing disputes, and firm opposition on the part of
U.S. officials that participation in IPI would mean they would go against the Iran and Libya
Sanctions Act (ILSA). India formally withdrew at its last stage from the IPI negotiations
in 2009, over unresolved pricing and transit issues, although there was widespread
agreement that American pressure was what had gotten the final decision. Thus, the
defeat of IPI is a significant strategic setback for India-Iran relations by illustrating how
American leverage tends to dominate Indian foreign policy calculations. India then
turned to alternative gas supply arrangements, such as importing Liquefied Natural Gas
from Iran. India and Iran issued a framework agreement in 2005 on a 25-year supply of
5 million tonnes per annum (MTPA) of LNG. Pricing disputes and escalating sanctions,
however, kept this arrangement from coming to fruition. Combined with failed pipeline
negotiations and stalled LNG agreements, leading to massive potential for India-Iran
energy cooperation, but for much of the study period, crude energy remained heavily
concentrated.

4. Geopolitical Convergences and Divergences

4.1 Afghanistan: The Shared Strategic Concern

Afghanistan has probably been the most consistent region of strategic convergence in
India-Iran relations. Both countries see Pakistani sponsorship of Sunni Islamist
organisations and, in particular, the Taliban, as an existential threat. India's concerns are
that Pakistan has instrumentalised Afghanistan-based networks of militants against
India’s interests in Kashmir and other parts of the world. Iran’s anxieties are both
doctrinal and demographic. The Taliban’s virulent anti-Shia ideology directly threatens
Afghanistan’s Hazara Shia minority and Iran’s own security interests along its eastern
frontier. The 1998 Mazar-i-Sharif massacre, when the Taliban killed nine Iranian
diplomats and a journalist, drew the two countries further together towards war with
Pakistan’s de facto ally (Rashid, 2000). In the 1990s, there was material support from
both Iran and India for the Northern Alliance fighting the Taliban. Following US
intervention in Afghanistan in October 2001 and the removal of the Taliban from power,
India and Iran positively interacted with the Karzai government, pouring capital into
infrastructure, education and governance capacity. Indian investment to the tune of
around USD 3 billion in Afghanistan, including work on the Salma Dam, the Delaram-
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Zaranj highway that linked Afghanistan to the Iranian border, and the Afghan Parliament
building, served to support Iran’s reconstruction efforts, effectively allowing the division
of labor in stabilization of the Afghan nation in a de facto manner (Ministry of External
Affairs, Government of India, 2019).

4.2 The China Factor

China’s rising geo-strategic presence in South Asia and West Asia brought a multi-faceted
triangular reality to India-Iran relations. China’s extensive and powerful commercial and
military alliance with Pakistan, epitomised by its China-Pakistan Economic Corridor
(CPEC), a USD 62 billion infrastructure and energy investment project, puts Indian
interests in the area directly in jeopardy. Moreover, after the imposition of Western
sanctions, China became Iran’s most significant economic partner, an invaluable source
of economic lifeline: Chinese crude oil imports from Iran rocketed from about 443,000
bpd in 2015 to about 600,000 bpd by 2020, despite the flight of commercial customers
away from the West (Reuters, 2020). This Chinese dimension led to strategic ambivalence
for India. Despite mutual apprehensions of instability in the Pakistani direction by Iran,
Iran’s expanding strategic dependence on China may undermine it, weakening the
position of Iran as a viable partner for India’s interests. The 2021 China-Iran 25-year
Comprehensive Strategic Partnership agreement, signed after the study period,
significantly shadowed India’s final years between 1991 and 2020, indicating structural
realignment which it would need to adeptly navigate.

4.2 The United States Constraint

Of all the variables influencing India-Iran relations, none was as limiting as American
policy. The United States government systematically escalated sanctions pressure on Iran
through a succession of legislative and executive instruments: the Iran and Libya
Sanctions Act (1996), the Iran Sanctions Act (2006), the Comprehensive Iran Sanctions,
Accountability, and Divestment Act (CISADA, 2010), and most consequentially, the
Trump administration's withdrawal from the Joint Comprehensive Plan of Action
(JCPOA) in May 2018 and reimposition of maximum pressure sanctions. Following a
temporary waiver from Obama-era sanctions allowing continued crude purchases by
India, it was compelled to reduce Iranian imports to zero by May 2019, a dramatic
geopolitical capitulation (Jaishankar, 2019). Indian crude imports from Iran dropped
from approximately 23.5 million tonnes in 2018-2019 to negligible levels by 2019-2020.
This was not just an economic setback but rather a strategic reversal; India had to
publicly align with American policy priorities at the expense of an independent foreign
policy posture that was carefully cultivated over six decades. The episode vividly
illustrated the structural constraints that American financial power, through the
mechanism of secondary sanctions threatening access to the SWIFT payment system and
US dollar clearing, imposed on India’s strategic autonomy.

5. Chabahar: Strategic Infrastructure and Connectivity

The construction of the Chabahar Port along Iran's Makran coast is undoubtedly the most
visible and strategic bilateral triumph from 1991 to 2020. Geographically, Chabahar
occupies a uniquely valuable position: located about 72km west of Pakistan’s Gwadar
port (which is also a hub of CPEC’s operations), Chabahar presents India with an
alternative route of access into Afghanistan and Central Asia that makes it possible to
bypass Pakistani territory completely. First inspired by this strategic logic, Indian interest
in Chabahar began to grow in the late 1990s, before solidifying into formal arrangements
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in the 2000s (Brewster, 2012). During a state visit of President Khatami to India in 2003,
the foundation of the agreement for Chabahar was laid: both countries promised in this
bilateral agreement to build the container port and supporting infrastructure in return.
But progress proceeded at a glacial pace for most of the subsequent decade, hampered by
financial tightrope walkers, sanctions and red tape on both sides. The major
breakthrough arrived in May 2016, when India, Iran and Afghanistan signed the Trilateral
Agreement on Chabahar Port while Prime Minister Narendra Modi visited Tehran.
Thereby, India undertook an investment of USD 500m in the development of ports and
USD 1.6 billion in connection with the rail and road network from Chabahar to the Afghan
border of Zaranj under this agreement (Ministry of External Affairs, 2016).

Ports Global Limited (owned by India Ports Global Private Limited) took formal
operational control of Shahid Beheshti terminal, Chabahar, as of 2018. While cargo
throughput was small in the early years, the port proved to be sustainable: the cargo was
handled at 8.4 lakh tonnes in the first year of Indian operations, growing to approximately
1.2 million tonnes by 2019-2020 (India Ports Global, 2020). Importantly, the United
States extended to Chabahar a particular sanctions waiver, accepting a port for its impact
on Afghan humanitarian and economic development and a symbol of India’s skill as a
diplomat and its ability to thread a needle from American sanctions to Iranian
engagement.

The strategic importance of Chabahar goes well beyond bilateral India-Iran relations.
For Afghanistan, it allows the country 100% access to the Indian Ocean, totally
unencumbered by Pakistani statehood, which will turn the country’s trade geography
around. For India, the site lies at the cornerstone of an International North-South
Transport Corridor (INSTC) project in which Mumbai via Iran is linking with Russia and
Europe through a 7,200 km multimodal route that could cut freight times between India
and Europe by 30% (versus route through the Suez Canal). (FICCI 2018).

6. Bilateral Trade and Economic Dimensions

Besides hydrocarbons and infrastructure, India and Iran’s bilateral trade showed both
promising and lasting structural weakness during the years of study. Total bilateral trade
increased from around USD 218 million in 1992-1993 to USD 13.8 billion in 2014-2015,
almost entirely influenced by Indian crude oil payments (Ministry of Commerce and
Industry, Government of India, 2015). Non-oil bilateral trade, though, remained
stubbornly low—around USD 1.5-2.5 billion annually, mirroring the economy’s relative
non-complementarity, and the ongoing friction of sanctions-related payment
complications. Indo-Iranian trade payment architecture has historically been the source
of chronic complexity. Since the 2012 SWIFT ban from Iranian banks, India has
established a rupee payment mechanism through UCO Bank, enabling Iran to transfer
rupee-denominated payments for crude oil, to the extent that they could use them to
acquire Indian commodities (rice, pharmaceuticals and manufactured products). It was
indeed innovative, but it was inherently asymmetric and produced trade volumes below
their natural potential. For example, Indian pharmaceutical exports to Iran, valued at
around USD 200 million per year by 2018, were illustrative of sectors in which authentic
complementarity, though constrained by payment architecture, was to be found
(Pharmaceutical Export Promotion Council of India, 2018).

7. Nuclear Question and Non-Proliferation Dynamics
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India’s diplomatic handling of the Iranian nuclear question highlighted the tensions that
characterised its pursuit of strategic autonomy as it also deepened engagement with the
United States. The India-US Civil Nuclear Agreement’s signing in 2005 irrevocably
changed the terms of cooperation and granted India American nuclear technology and
fuel, and India faced relentless pressure from the United States to vote against Iran at the
International Atomic Energy Agency (IAEA). September 2005 and February 2006 were
both moments when India voted in favour of IAEA resolutions sending Iran's nuclear
programme to the UN Security Council, which did serious diplomatic harm to the
relationship between India and Iran, and were widely read by Tehran as the result of
India's subordination to US strategic preferences (Pant, 2011). Iranian Foreign Minister
Manouchehr Mottaki publicly showed his displeasure and there is strong evidence that
these votes helped Iran to be intransigent over IPI pipeline pricing, which became the
new order of diplomatic reprisal. This episode illustrated the fundamental tension
between India's aspirations for strategic partnership with both Washington and Tehran,
a tension that no diplomatic formula could fully resolve during that period.

8. Discussion Patterns, Paradoxes, and Structural Constraints

The above analysis shows a bilateral relationship exhibiting structural
underperformance: a persistent gap between the potential for a deep strategic
partnership and the tangible level of cooperation realised. Several structural factors
account for this underperformance.

First, America’s sanctions are the most decisive external constraint. The gradual
tightening of sanctions regimes, from ILSA (1996) to maximum pressure (2018-2020),
systematically reduced the room for Indian engagement with Iran, systematically
narrowing this window. Every escalation presented India with difficult choices between
economic (cheap Iranian crude, Chabahar connectivity) and strategic interests (US
partnership, tech-access, access to the international financial system). The asymmetry of
American leverage, embedded in dollar domination and the SWIFT system’s primacy in
global finance, meant that India’s formal strategy of strategic autonomy had often been
limited by Washington preferences over specific domains.

Second, engagement was occasionally complicated by domestic political variables in both
countries. The coalition politics of India, particularly under the United Progressive
Alliance (UPA) government (2004-2014), opened up space for rival discourses about
Iran policy. In Iran, the back and forth between reformist presidents (Khatami, Rouhani)
and more confrontational figures (Ahmadinejad) brought cyclical differences in the tone
and warmth of bilateral engagement, but the structural parameters were not significantly
altered from administration to administration.

Third, the relationship was compromised by a deficit of institutional support. Different
from India’s ties to China or the US, which are supported by long webs of Track 1.5 and
Track 2 dialogues, scholarly exchanges, business councils, and people-to-people contacts,
the India-Iran institutional architecture is a bit thin. The Joint Commission meetings,
though regular, operated at a technical rather than strategic level; business-to-business
engagement also continued to be hampered by payment difficulties and sanctions
anxiety.
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Nevertheless, the relationship proved surprisingly robust. Even as crude oil imports fell
to zero, the Chabahar development continued. At the highest levels, diplomatic
engagement was sustained. Prime Minister Modi visited Tehran in 2016 (the first prime
ministerial visit of India for more than 15 years). A shared vision was forged between the
two sides - A multipolar Asia and multipolar world, which went beyond immediate
bilateral calculation and represented a deeper structural alignment on how to organise
international relations.

Conclusion

India-Iran bilateral relations in the post-Cold War era show a case study in how strategic
relationships develop under constraints from the external world. Three overlapping
imperatives have shaped their relationship: energy security, geopolitical
complementarity, and civilizational affinity. It has been limited by three equally potent
forces: American sanctions pressure, Pakistan’s meddling regional role, and the
institutional and financial constraints of both countries. Quantitatively, the record could
be instructive. During the high-stakes engagement years (2014-15), Iranian crude alone
accounted for ~11% of India’s import flows, and the Chabahar framework promised to
remould regional connectivity. By 2019-2020, with the maximum levels of pressure on
Tehran, Iranian crude imports had almost stopped, bilateral trade had contracted
sharply, but Chabahar, protected by its sanctions waiver, continued to develop, a
testament to the relationship’s resilience. This resilience implies a strong underpinning
framework of India-Iran engagement, geographic complementarity, energy
interdependence, shared anxiety about Pakistani-sponsored instability and mutually-
agreed views on multipolarity, which can sustain engagement even in the face of
significant external shocks.

Theoretical implications are profound. India-Iran calls into question the realist
assumptions about power-balancing and accommodates liberal institutionalist
expectations about the cooperative capacities of economic interdependence. A more
precise approach would recognise the dominant role of American structural power in
limiting regional partnerships, but appreciate the potential for middle powers like India
and regional powers like Iran to engage strategically within (rather than against) the
established structural straitjacket.

Going beyond 2020, three aspects will determine the development of India-Iran
relations. Future of the JCPOA and American-Iran policy, expansion and
operationalisation of Chabahar, and evolution of China’s relations with not only Iran, but
also the regional landscape. What seems evident is that even after three decades of
unfulfilled promise, India and Iran share mutually beneficial interests sufficient to ensure
a continued strategic importance, if an always complex relationship between the two.
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