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Securing India’s Maritime Supply
Chains: Lessons from the Strait of

Hormuz Disruption

Deeksha Gupta and Harshit Srivastava

Background

A maritime chokepoint is a strategically
significant narrow sea route through
which a large amount/volume of global
maritime trade transit. They are critical
for the movement of commodities,
petroleum and other liquids, and
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Figure 1: Main Maritime Shipping Routes and Chokepoints

container traffic, any disruption can
lead to enormous impact on global
supply chains and energy markets.
Global maritime chokepoints include
Suez Canal, Strait of Malacca, Strait of
Hormuz, Panama Canal, and the Bab
El-Mandeb Strait. Any blockade of oil
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movement through a major chokepoint,
even temporarily, can lead to disruption
and delays, high shipping costs, and
hence high energy prices. These passages
collectively facilitate a substantial share
of global maritime energy transportation
and trade.

Strait of Hormuz is one of the most
critical chokepoints in the global energy
ecosystem, which links the oil rich
Persian Gulf with the Gulf of Oman
and Arabian Sea, further connecting the
gulf nations to the international markets.
Strait of Hormuz managed a substantial
share of 20.7 and 20.9 million barrels
pet day (b/d) of oil flow in 2024 and
first half of 2025, respectively.” This
makes the strait world’s most important
oil transit point and a critical artery for
global energy security. Major energy
exporters around the region are Saudi
Arabia, Iraq, the UAE, Iran, and Kuwait,
which rely heavily on this route to
export crude oil and other liquids to key
consumers in Asia, Europe, and North
America.

Atits narrowest junction, the shipping
lane is only about 33 km wide, making
maritime traffic highly concentrated and
sensitive to disruptions. Any instability
in the region, therefore, has an instant
effect on global energy supply chains,
shipping operations, maritime insurance
markets, seafarers’ safety and more.
Recent geopolitical tensions in the Gulf
region have once again highlighted the
systemic risks related with over-reliance
on this chokepoint.

Current Disruption
The geopolitical conflict in late February
2026 has triggered a sustained breakdown
of normal maritime operations,
transforming the Strait of Hormuz from
a high volume trade artery into a severely
restricted and high-risk zone.

This disruption reflects not merely
a decline in traffic but a structural shift
in maritime risk conditions. Commercial
shipping has largely withdrawn in response
to direct kinetic threats, including missile
and drone attacks, with atleast 16 oil, gas,

Figure 2: Map of the Strait of Hormuz and the Arabian Peninsula
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and cargo vessels targeted in the Persian
Gulf and adjoining waters since the
escalation began. As a result, daily tanker
transits through the Strait have collapsed
trom pre-conflict averages of around 80
oil and gas carriers to, at times, just one
ot two vessels per day.*

Concurrently, GPS and AIS
interference has intensified sharply,
affecting over 1,600 vessels® and further
undermining navigational safety.
Elevated war-risk exposure and insurance
constraints have compounded the
situation, creating de facto closure
conditions even in the absence of a formal
blockade. The crisis has consequently
led to a sharp contraction in regional
oil exports, declining by up to 60 per
cent within weeks, alongside increased
reliance on floating storage and attempts
to reroute shipments through alternative
corridots.

Implications

From an analytical perspective, the
transition from “efficient chokepoint”

<

to “contested maritime zone” reflects
the fragility of concentrated energy
routes. The disruption demonstrates
how geopolitical conflict can rapidly
convert logistical efficiency into systemic
vulnerability, with cascading effects
across energy markets, shipping, and
global supply chains. Let us look at
some of the implications due to this
disruption.

Impact on Global Maritime
Trade and India

Global maritime trade operates at an
immense scale, with global container port
throughput reaching approximately 858
million TEUs in 2023,° displaying the
intensity of containerized trade flows
worldwide. This scale is critical given
that over 80 per cent of global trade by
volume is transported by sea, making
maritime routes sensitive to disruptions.

Within this already fragile
environment, the disruption in the Strait
of Hormuz through which ~20 per
cent of global oil trade passes introduce

Figure 3: Middle Eastern Oil Exports for February 2026 and
March 2026
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additional stress. The impact is not only
on energy flows but also on shipping
efficiency, as vessels reroute, transit times
increase, and port congestion rises. This
leads to higher freight rates and delays
in container movement, which dampens
effective trade flows even if aggregate
volumes remain stable.

For India, the impact is both direct
and structural. India’s container port
throughput reached approximately
22.2 million TEUs (UNCTAD 2024),
reflecting its growing integration
into global container trade networks.
Disruptions in Gulf shipping routes
therefore translate into longer transit
times, increased logistics costs, and
reduced export competitiveness. A
significant share of India’s trade both
containerized cargo and energy moves
through West Asian corridors, the
current crisis reinforces the country’s
dual vulnerability to energy and trade
disruptions, highlighting the need for
resilient and diversified maritime supply
chains.

Maritime Traffic Impact

Prior to the crisis, AIS-based tracking
indicated that the strait managed over
150 vessel transits per day, with container
ships and oil tankers accounting for 88
per cent of total traffic.” This reflected
a highly optimized corridor supporting
continuous energy and trade flows.
The disruption in the Strait of
Hormuz has led to a sharp decline in
maritime traffic and a breakdown of
established shipping patterns. Ship traffic
has collapsed to single-digit daily transits,
with instances of only 1-5 vessels
crossing per day compared to historical
averages of over 130,” indicating a
collapse of over 85-90 per centin traffic
volume, as shown in Figure 4. This sharp
fall is not merely cyclical but indicates
risk-driven withdrawal by shipping
companies, many of which have either
suspended operations or delayed transits
due to security threats and insurance
constraints. Vessels are increasingly
being rerouted to longer alternative
passages, including routes around the
Cape of Good Hope, leading to more

Figure 4: Strait of Hormuz Vessel Count
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tuel consumption, higher transit times,
and decreased fleet efficiency. This has
contributed to heightened freight costs
and delays across global supply chains,
particularly for energy shipments.

Additionally, the disruption has
resulted in port congestion and logistical
bottlenecks in alternative routes, as
shipping networks struggle to adjust to
sudden route diversification.

Figure 5: Live Vessel Traffic Density near Strait of Hormuz
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Marine Insurance Impact:
Cost Escalation and
Coverage Constraints

The disruption across the Strait of
Hormuz and adjoining Red Sea corridors
has triggered a sharp escalation in marine
insurance costs, particularly in war-risk
coverage, which is critical for vessels
operating in conflict-prone zones. Prior
to the crisis, war-risk premiums were
typically in the range of 0.2—0.3 per
cent of vessel value, reflecting relatively
stable security conditions. Following
the escalation, premiums have surged
dramatically rising by over 1000 per cent
in some cases to as high as 3 per cent of
vessel value."

This implies that for large tankers,
insurance costs have increased from

hundreds of thousands of dollars
to several million dollars per voyage,
significantly raising the cost of
transporting energy. With most tankers
valued between US$ 200 million and
US$ 300 million, the new insurance rate
of 3 per cent would imply a hull war
risk premium of about US$ 7.5 million,
up from around 0.25 per cent, or US$
625,000, before the conflict began.

Major marine insurers, including
those in the London market, have either
restricted or cancelled war-risk cover
for vessels operating in high-risk zones,
forcing shipowners to secure prohibitively
expensive alternative coverage or suspend
operations altogether.

These insurance dynamics have
directly translated into higher freight
costs across India-linked trade routes.
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War-risk surcharges, elevated hull and
cargo premiums, and increased bunker
consumption have collectively pushed
up voyage costs for routes traversing
or previously dependent on West Asian
and Red Sea waters. The diversion of
vessels from the Suez Canal to the Cape
of Good Hope has further compounded
costs, adding up to 10 -12 days to transit
times and increasing total voyage costs
by around 30 per cent for a typical
Asia—Europe route, alongside additional
bunker expenses running into several
hundred thousand dollars per sailing,
The cumulative effect has been
the emergence of a financial choke on
maritime activity, where the availability
and affordability of insurance, rather
than physical navigability alone has
become a decisive determinant of vessel
movement. Beyond shipping, these cost
pressures are transmitting into the broader

economy. Macroeconomic assessments
of Red Sea disruptions suggest that
sustained increases in freight rates could
add approximately 0.6 percentage points
to global consumer price inflation, with
corresponding pass-through effects on
import costs, industrial inputs, and retail
prices in India."

Taken together, the marine insurance
response illustrates how financial risk
systems amplify geopolitical disruptions,
transforming regionally concentrated
conflicts into systemic cost shocks across
global trade, shipping networks, and
energy supply chains.

Oil Price Volatility

The impact on oil prices has been both
immediate and anticipatory, driven by
market sentiment as well as emerging
supply constraints. In the initial phase of
the crisis, Brent crude surged by over 10

Figures 5 and 6: Red Sea Vs. Cape of Good Hope
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per cent within days, reflecting fears of
disruption rather than actual shortages.
However, as the conflict deepened and
maritime risks intensified, the Brent
crude prices crossed US$ 100 per barrel,
underscoring the acute sensitivity of
global energy markets to disruptions at
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critical chokepoints such as the Strait of
Hormuz."

A key structural concern is that even
a partial disruption in Hormuz flows
can remove millions of barrels per day
from global markets, creating tight supply
conditions. This is particularly significant




given limited spare capacity in alternative
routes and production systems, which
amplifies price volatility in response to
regional instability.

This vulnerability is further
accentuated by India’s sourcing pattern.
Despite the recent shift towards
discounted Russian crude, West Asia
remains central to India’s energy security
architecture. Trade data indicate that
in 2025 India imported goods worth
approximately US§ 98.7 billion from
West Asia, of which nearly US§ 70
billion comprised petroleum imports.
Within this, crude oil imports from the
region stood at about US$ 50.8 billion,
accounting for 48.7 per cent of India’s
total crude imports. In addition, West
Asia supplied around 68.4 per cent of
India’s LNG imports and 46.9 per cent
of LPG imports, highlighting a deep
structural dependence on the region."”

Although Russian crude accounted
for over one-third of India’s oil imports,
with volumes rising to around 36 per
cent by 2024 as shown in Table 1. This
diversification does not fully insulate
India from disruptions in the Strait of
Hormuz. Price spikes, elevated freight

rates, and rising insurance premiums
linked to instability in the Gulf affect
global oil markets uniformly, transmitting
cost pressures across all supply sources.
Estimates suggest thatif global crude
prices average US$ 110-115 per barrel
in FY27, India’s net oil import bill could
increase by US$ 56-64 billion annually,
significantly worsening the current
account deficit and fuelling inflationary
pressutes.'” According to the SBI research,
every US$ 10 per barrel increase in crude
prices could raise inflation by 35-40 basis
points through higher fuel, transport, and
logistics costs.'® This could push up retail
prices and raise pressure on government
finances through higher subsidy burdens.
This vulnerability is further increased
by India’s sourcing pattern. A substantial
share of its crude imports ~50-55 per
cent, originates from the Middle East,
making the country particularly exposed
to disruptions affecting Gulf shipping
routes and the Strait of Hormuz."”
Looking ahead, India may attempt
partial rebalancing of its crude sourcing,
Expert assessments suggest that if
disruptions persist, imports from Russia
could rise towards peaks of around 1.5

Table 1: Shift in India's Top 5 Oil Suppliers (2015 — 2025)

(Year-wise share (%) of India’s crude oil imports by major supplier countries)

Fiscal Year Iraq Saudi Arabia | UAE | Nigeria | Venezuela | Iran | USA | Russia
2015-16 17 20 8 11 10 - - -
2016-17 17 19 - 8 10 12 - -
2017-18 20 18 - 8 8 10 - -
2018-19 21 17 9 — 7 11 — —
2019-20 23 19 10 8 6 - - -
2020-21 22 18 11 8 - — 7 -
2021-22 25 17 10 7 - - 9 -
2022-23 21.40 17 9 - - - 5.50 21.50
2023-24 20.80 16.50 6.50 — — — 4.40 35.80
2024-25 20 15 8 - - - 6 36

Source: Petroleum Planning & Analysis Cell.'

‘-” indicates negligible or no imports in that year
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million barrels per day to offset reduced
Middle Eastern supplies.”’ However,
such adjustments are neither immediate
nor frictionless, as they are constrained
by logistical bottlenecks, refining
configurations, shipping availability, and
geopolitical considerations.

For India, therefore, oil price volatility
in the current crisis is not merely a market
fluctuation but a structural economic
risk, where disruptions at a single
maritime chokepoint translate into wide-
ranging fiscal, inflationary, and external
sector pressures.

Impact on Seafarers:
Human Cost of Maritime
Disruptions

The disruption in the Strait of Hormuz
highlights a critical yet often overlooked
dimension of maritime crises, the
vulnerability of seafarers. Over the past
decade, India has emerged as one of the
world’s top suppliers of trained maritime
personnel, with its active seafaring
workforce more than doubling from
approximately 117,000 in 2014 to around
280,000 by 2023; the number of women
seafarers has also increased significantly,
from about 1,700 to over 10,000 during
the same period.”

Prior to the crisis, seafarers operating
in the Gulf benefited from relatively
stable conditions, characterised by
predictable voyage cycles, regular crew
rotations, and uninterrupted tanker traffic
along a critical global energy corridor.
The escalation has fundamentally altered
this environment. According to the
International Maritime Organization
(IMO), over 20,000 seafarers remain
stranded in the Persian Gulf due to
security threats, airspace restrictions, and
suspended vessel movements.”

India’s large global seafaring presence,
exceeding 300,000 personnel deployed
internationally renders it structurally
exposed to such disruptions. Even a
limited number of attacks can generate
disproportionate psychological and
labour market effects, influencing career
preferences, wage expectations, and
bargaining dynamics with employers.
This risk has already materialised, with
Indian casualties rising from three in the
early phase of the crisis to at least five
deaths and one missing as* the conflict
intensified, alongside cases of stranded
crews and vessels unable to exit the
region.

Beyond immediate safety concerns,
the crisis underscores broader systemic
labour risks associated with chokepoint
disruptions, including forced contract
extensions, heightened mental stress,
and prolonged physical insecurity.
Reports from global unions and Indian
stakeholders further indicate a rise in
seafarer abandonment cases in recent
years, with India accounting for a
significant share of documented cases
worldwide,* pointing to persistent
governance gaps in ensuring timely
wages, repatriation, and legal protection.

Policy Suggestions

The ongoing disruption in the Strait
of Hormuz highlights the centrality
of maritime supply chains to India’s
economic stability and energy security.
As a trade-dependent economy, India’s
growth trajectory is closely tied to
the efficiency and reliability of these
supply chains, which remain vulnerable
to geopolitical shocks, chokepoint
disruptions, and external dependencies.
As a result we should be more proactive
to meet these situations.
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Figure 7: Abandonment of Seafarers (Other Countries Vs. India)
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Strengthening India’s
National Shipping Fleet

India’s maritime trade remains heavily
dependent on foreign shipping, with over
90 per cent of its external trade carried by
foreign-flagged vessels, despite having a
fleet of only ~1,900 vessels (18.4 million
GT).*® This dependence exposes the
country to freight volatility and supply
disruptions, as seen in the Strait of
Hormuz crisis.

The economic cost is significant, with
Indian oil PSUs spending ~US$ 8 billion
over five years on chartering foreign
vessels, reflecting lost opportunities for
domestic capacity building,*’

A targeted policy push is needed to
expand Indian-flagged tankers, LNG
carriers, and bulk vessels through fiscal
incentives and long-term chartering
frameworks, ensuring strategic control
over energy transport. This must be
supported by a strong maritime services
ecosystem; the India Fleet Telematics
Platforms Market size was valued at

around US$ 1.68 billion in 2025 and is

projected to reach US$ 4 billion by 2032.
The estimated CAGR from 2026 to 2032
is around 13.2 per cent, indicating robust
growth.”

Establishing a Domestic
P&I Insurance Framework

The global marine insurance market is
expanding steadily, projected to grow
from US$ 34.19 billion in 2025 to US$
36.69 billion in 2026 (CAGR ~7.3 per
cent), and expected to grow to 48.8
billion in 2030 with CAGR of 7.4 per
cent, reflecting rising risk exposure in
maritime trade.”’ However, the sector
remains highly concentrated, with ~90
per cent of global merchant shipping
insured by the International Group of
P&I Clubs, based in Europe.

India’s shipping sector is similarly
dependent, with around 90 per cent of
liability cover placed with foreign P&l
insurers, creating a structural vulnerability.
During geopolitical disruptions like the
Strait of Hormuz crisis, insurers may
withdraw war-risk coverage or sharply
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Figure 8: Marine Insurance Market Size
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increase premiums, directly affecting
vessel movement and trade continuity.

India should establish a domestic
Protection & Indemnity (P&I) framework
or club to ensure uninterrupted liability
coverage for Indian-flagged vessels. This
would reduce dependence on external
insurance markets, stabilize costs during
crises, and strengthen India’s overall
maritime risk resilience and strategic
autonomy.

Strengthen Energy
Self-Reliance through
Alternative Energy (SMRs
& Thorium)

India’s energy security remains
structurally vulnerable, with 85-88 per
cent of its crude oil requirements met
through imports, exposing the economy
to external supply shocks, particularly
disruptions in critical routes such as the
Strait of Hormuz.

In response, the government has
initiated a Nuclear Energy Mission focused
on Small Modular Reactors (SMRs), with
an outlay of 20,000 crore and a target
to operationalize at least five indigenous

®
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SMRs by 2033." Simultaneously, India
possesses significant long-term strategic
potential in nuclear energy, with one
of the world’s largest thorium reserves
(estimated 457,000-508,000 tonnes) and
over 11.93 million tonnes of monazite
resources, supporting its three-stage
nuclear programme.” The government
has further set a target to expand nuclear
capacity to 100 GW by 2047, indicating a
long-term shift toward non-fossil energy
sources.

From a policy perspective, accelerating
the deployment of SMRs and accelerating
the thorium-based fuel cycle research for
deployment, should be prioritized as
part of a broader energy diversification
strategy. This would reduce dependence
on imported hydrocarbons, mitigate
exposure to maritime disruptions, and
enhance India’s long-term energy security
and strategic resilience.

Diversifying Fossil Fuel
Supply Chains
India’s crude oil supply remains highly

vulnerable, with ~50 per cent of imports
transiting through the Strait of Hormuz




(Jan—Feb 2026), up from ~40 per cent
in late 2025. Although diversification
has begun evident from Russian imports
rising to ~1.5 million barrels/day, the
supply basket remains concentrated, with
Iraq, Saudi Arabia, Russia, and the UAE
together accounting for the majority
share.*

This concentration exposes India
to significant risks from geopolitical
disruptions and chokepoint constraints.

Policy efforts should focus on
expanding long-term sourcing from
the US, West Africa, Latin America,
and Russia, alongside strengthening
Strategic Petroleum Reserves (SPR) to
buffer short-term shocks. In parallel,
domestic alternatives must be scaled
up. The Ethanol Blended Petrol (EBP)
Programme, targeting 20 per cent
blending, offers a viable pathway to
reduce crude dependence.

Similarly, Dimethyl Ether (DME)
is a cleaner alterative for Domestic
and Commercial LPG DME can be
produced from methanol (derived from
coal, agricultural residues/biomass, or
captured carbon dioxide).

A key advantage highlighted by
National Chemical Laboratory (NCL),
Pune, is that DME can also be blended
with LPG or used directly without needing
major changes to existing infrastructure,
such as cylinders, regulators, hoses,
or burners. Researchers indicate that
replacing 8 per cent of LPG with DME
could save India approximately 39,500
crore in foreign exchange annually.”

Therefore, a combined strategy of
supply diversification and alternative fuel
adoption will enhance India’s resilience to

maritime disruptions and external energy
shocks.

Accelerating Domestic

Exploration and Production
India’s domestic oil and gas production
remains limited relative to its growing
demand, with output at approximately
31.8 million tonnes of oil equivalent in
the first half of FY2025-26.** Over the
past decade, stagnant crude production
alongside rising consumption has led
to increasing import dependence,
heightening exposure to external supply
shocks and maritime disruptions.

Figure 9: Major India’s Oil Imports in January 2026
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To address this structural gap, policy
efforts must focus on expanding upstream
exploration and production capacity.
Strengthening initiatives such as the Open
Acreage Licensing Programme (OALP)
and increasing investment in domestic
oil and gas fields can enhance indigenous
output.

A sustained push toward domestic
exploration will be critical in reducing
import dependence, improving energy
security, and mitigating vulnerability to
geopolitical and chokepoint disruptions.

Strengthening Seafarer
Safety and Welfare
Frameworks

Seafarers operating in high-risk regions
such as the Strait of Hormuz face
heightened exposure to security threats,
contract extensions, and restricted
mobility during disruptions. Recent
crises have underscored gaps in existing
protection mechanisms, particularly in
conflict scenarios where commercial
vessels lack adequate safeguards.

Policy efforts should prioritize
a dedicated national framework for
standardised norms on seafarer safety
in conflict zones, including hazard pay
frameworks, evacuation protocols, and
clearer allocation of responsibilities
among flag, port, and labour supplying
states. Strengthening insurance coverage,
compensation systems, and mental health
support is equally critical to address long-
duration deployments under stress.

A more institutionalised approach
will enhance workforce security while
ensuring the operational continuity and
resilience of India’s maritime sector
during geopolitical disruptions.

Managing Supply Chain
and Trade Disruptions
Beyond energy, disruptions require a
coordinated logistics response. India
should establish a real-time maritime
monitoring and advisory cell, in
collaboration with shipping lines, terminal
operators, and logistics providers, to track
disruptions across West Asian and Red
Sea routes, assess rerouting implications
(including via the Cape of Good Hope),
and provide guidance to exporters
and importers on optimal routing and
scheduling decisions.

Support mechanisms for MSME
exporters should be introduced to
cushion the impact of freight volatility
and delays. These may include time-
bound freight support schemes, enhanced
export credit facilities, and flexibility
in delivery timelines, particularly for
shipments bound for Europe and North
America.

Simultaneously, India must accelerate
the development of alternative
transshipment strategies, including
greater utilisation of domestic ports and
partnerships with friendly third-country
hubs. This should be complemented
by expanding storage and warehousing
capacity to manage longer transit
times, cargo bunching, and supply
chain disruptions arising from rerouted
maritime flows.

Strengthening Diplomatic
and Multilateral
Engagement

India should adopt a more proactive
role in global maritime governance. At
platforms such as the IMO and ILO,
India may advocate for standardised
global norms on seafarer safety in
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conflict zones, including hazard pay
frameworks, evacuation protocols, and
clearer allocation of responsibilities
among flag, port, and labour supplying
states.

At the regional level, India should
work with Indian Ocean and West Asian
partners to strengthen maritime domain
awareness, real-time information sharing,
and coordinated naval patrols, improving
response times to attacks and enhancing
protection for commercial shipping and
crew.

Strategically, India must maintain
balanced engagement with major
powers in relation to convoy and escort
arrangements, while simultaneously
deepening bilateral dialogue with Iran
and Gulf Cooperation Council (GCC)
countries to reduce tensions and ensure
the safety of shipping routes. Such
engagement is essential to safeguard
Indian economic interests and the

welfare of its seafarers amid prolonged
geopolitical instability.

Conclusion
The ongoing crisis demonstrates that
supply chain resilience is no longer
a logistical concern but a strategic
imperative. Disruptions across shipping,
energy flows, insurance, and workforce
mobility reveal the need for an integrated
policy response that strengthens both
physical and institutional capacities.
Building resilient maritime supply
chains will require a coordinated and
forward-looking approach, expanding
domestic capabilities, diversifying
sourcing, securing critical services, and
protecting human capital. Such measures
are essential not only to withstand
immediate shocks but to ensure long-term
economic security, strategic autonomy,
and sustained global competitiveness.
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