POLICY BRIEF

43 [ 2022

Developing Russia-India
Economic Ties Under New
Circumstances

et

RIAC |/

Russian International Lo T

Affairs Council S
Alexey Kalinin




RUSSIAN INTERNATIONAL AFFAIRS COUNCIL

BOARD OF TRUSTEES PRESIDIUM

Sergey Lavrov — Chairman Mikhail Margelov Petr Aven

of the Board of Trustees Yury Osipov Igor Ivanov - President

Herman Gref Sergey Prikhodko Andrey Kortunov - Director General
Aleksandr Dzasokhov Anatoly Torkunov Fyodor Lukyanov

Leonid Drachevsky Andrey Fursenko Igor Morgulov

Aleksandr Dynkin Aleksandr Shokhin ~ Dmitry Peskov

Mikhail Komissar Igor Yurgens

Konstantin Kosachev

Authors:
Lydia Kulik, Ph.D. in History; Alexey Kalinin

Editors:
Elena Karpinskaya (Lead Editor); Yulia Melnikova; Anton Alexandrov;
Katerina Trotskaya; Svetlana Gavrilova, Ph.D. in History (Copy Editor)

Russian International Affairs Council (RIAC) is a membership-based non-profit Russian organization.
RIAC's activities are aimed at strengthening peace, friendship and solidarity between peoples, preventing
international conflicts and promoting crisis resolution. The Council was founded in accordance with
Russian Presidential Order No. 59-rp “On the Creation of the Russian International Affairs Council non-
profit partnership,” dated February 2, 2010.

FOUNDERS

Ministry of Foreign Affairs of the Russian Federation

Ministry of Education and Science of the Russian Federation

Russian Academy of Sciences

Russian Union of Industrialists and Entrepreneurs

UHTeij-IKC Interfax News Agency

RIAC MISSION

The mission of RIAC is to promote Russia’s prosperity by integrating it into the global world. RIAC operates as a
link between the state, scholarly community, business and civil society in an effort to find solutions to foreign
policy issues.

The views expressed herein do not necessarily reflect those of RIAC.
Cover photo credits: RIA Novosti / Alexander Demyanchuk



Russian International Affairs Council

Developing Russia-India Economic Ties
Under New Circumstances

Introduction

In the current geopolitical situation, Russia is
readjusting its long-term asymmetrical gravi-
tation toward the West. At the same time, India
continues to steer its independent foreign
policy, creating unique opportunities for build-
ing qualitatively new cooperation in investment,
trade, and the economy between Moscow and
New Delhi. For many years, Russian-Indian trade
failed to match the in-depth specially privileged
strategic partnership and political ties between
the two nations'. Today, trade is growing at an
outstripping pace as Russia rapidly increases its
deliveries of Russian energy sources, fertilizers,
iron, steel, timber products, plant and animal oils
to India?.

Given the increase in Russian exports, Moscow
and New Delhi now face the task of reducing
India’s growing trade deficit, by searching for
new trade and by rebalancing the economy in
a way that aligns with both countries’ interests.
India faces a growing industrial sector, increasing
purchasing power of its middle class, and greater
digitization trends that have recently been pick-
ing up pace both in India and in Russia. This

creates urgent objectives in bilateral economic
cooperation, demand in new investment ties,
and expands trade beyond traditional commod-
ities. India’s economy has also been significantly
stimulated by Narendra Modi’s key governmen-
tal projects such as “Aatmanirbhar Bharat” (or
“Self-Sufficient India”), “Make in India”, “Skill
India”, “Startup India”, just to name a few. These
and many other reforms implemented by Naren-
dra Modi are based on digital transformation.

Russian entrepreneurs are greatly interested in
India’s market trends and are quickly accumu-
lating knowledge of today’s India’s changing
needs and opportunities. Likewise, similar
trends and a thirst for knowledge of today’s
Russia are being gradually manifested by Indian
business circles.

Consequently, now is the time to consider in
detail Russia—India cooperation in investment
and trade, analyze the options of diversifying
bilateral economic ties in the near future, and
outline the obstacles currently obstructing
their development. Eliminating those obstacles
should be the focus of all the interested parties.

Misalignment: Political Partnership and Economic Cooperation

For various reasons, the scale of Russia-India
cooperation has for a long time been misaligned
with the deep, high-level political ties between
the two states. In 2014 to 2019, trade totaled
around USD 9 to 11 billion. The 2020-2021
pandemic morphed into an additional obsta-
cle disrupting the expansion of Russia—India
economic cooperation. In fact, the pandemic
resulted in indicators falling, albeit for a short
while. In 2021, Russia-India trade reached USD
13.56 billion (see Table 1).

Back in 2014, Prime Minister Narendra Modi
and President Vladimir Putin identified trade
development and bolstering economic ties as
priorities in developing bilateral relations®. Back
then, the goal was to achieve a trade volume of
USD 30 billion and investments of USD 50 billion
by 2025%.

At the 2018 St. Petersburg International Eco-
nomic Forum, Russia’s Ministry of Economic
Development announced establishing a “one-
stop” service for supporting Indian companies
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' The relations between the two countries reached this status in 2010 during Vladimir Putin’s visit to India. For more detail, see: India—Russia relations // India’s
Embassy in Russia. URL: https://indianembassy-moscow.gov.in/ru/bilateral-relations-india-russia.php (in Russian)

2 Alipov D., “Russia’s Ambassador to India: Interview to Russia 24 TV channel”// Rossiya 24. November 23, 2022.

URL: https://smotrim.ru/video/2518122 (in Russian)

* Press statements following Russian-Indian talks // President of Russia. December 11, 2014.

URL: http://en.kremlin.ru/events/president/transcripts/47221

“ Partnership for Peace, Progress and Prosperity. India-Russia Joint Statement following the visit of the President of the Russian Federation // President of Rus-

sia. December 06, 2022. URL: http://en.kremlin.ru/supplement/5745


https://indianembassy-moscow.gov.in/ru/bilateral-relations-india-russia.php
https://smotrim.ru/video/2518122
http://en.kremlin.ru/events/president/transcripts/47221
http://en.kremlin.ru/supplement/5745
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TABLE 1. RussiA—INDIA BILATERAL TRADE IN 2010-2021 (USD BiLLION)

Year Ru§sian exports Russian imports Trade Annual
into India from India volume change%

2010 6.39 214 8.53 14.4
20M 6.09 2.79 8.89 4.19
2012 791 3.04 10.95 23.8
2013 7.01 3.10 10.11 -7.34
2014 6.34 3.17 9.51 -5.6
2015 5.58 2.26 7.83 -17.67
2016 5.23 2.36 7.59 -3.07
2017 6.46 2.90 9.36 23.32
2018 7.75 3.23 10.98 17.31
2019 7.24 3.92 11.16 1.64
2020 5.83 348 9.31 -17
2021 9.13 443 13.56 45.64

Source: Compiled by the authors from sources citing Russia’s Federal Customs Service data®

investing in Russia®. In 2017, India set up a simi-
lar service; “Invest India”, a national investment
promotion and facilitation agency, established
a special department, “Russia Desk”, to work
with Russian companies and serve as a conve-
nient consulting platform for Russian businesses
investing in India. The many institutions working
towards developing contacts between the two
countries’ business communities and other tasks
include the following bodies: the Russian Export
Center, the Far Eastern Agency for Attracting
Investment and Supporting Export, Business
Russia (a public organization), SKOLKOVO Mos-
cow School of Management, and the Skolkovo
Foundation, the National Institution for Trans-
forming India (NITI Aayog), India’s Ministry of
Science and Technology, India’s Ministry of
Petroleum and Natural Gas, and other agencies,
and also the Confederation of Indian Industries
(CII), the Federation of Indian Chambers of Com-
merce and Industry (FICCI), the Indian Chamber
of International Business (ICIB), the Associated
Chambers of Commerce and Industry of India,
and other organizations. Jointly, Russia’s Minis-
try of Economic Development and NITI Aayog
held the Russia-India Strategic Economic Dialog
(RISED) which established six coordination com-

mittees per the number of cooperation priorities:
transportation, agriculture, digital transforma-
tion and technologies, support for small- and
medium-sized business (SMB), trade and bank-
ing, and tourism. The dialog’s sessions were held
in St. Petersburg in 2018, in New Delhi in 2019,
and as a videoconference in 2021. Difficult nego-
tiations are ongoing on establishing a free trade
zone between India and the Eurasian Economic
Union (EAEU), but there are no reports on sign-
ing a relevant agreement in the near future.

The two states set their task to identify and elim-
inate the hurdles that hamper investment and
trade development.

The Russian Far East, a large territory meant to
become Russia’s business card in Asia, is open
for Indian businesses and is intended to serve
as a venue for deepening the two countries’
economic partnership. Prime Minister Narendra
Modi was the guest of honor at the 5" Eastern
Economic Forum in Vladivostok in 2019 where
he announced the slogan “Act Far East!””. It
was then that many Indian entrepreneurs first
started thinking about the region’s tremendous
economic potential. That momentous visit was
followed by an announcement of developing

® How to build an economy of trust. Outcomes of SPIEF-2018 // TASS. August 15, 2018.
URL: https://tass.ru/ekonomika/5460584 (in Russian); Russia and India will step up investment using a “one-stop” service // Rambler. May 25, 2018.
URL: https://news.rambler.ru/other/39944844-rossiya-i-indiya-budut-naraschivat-investitsii-v-rezhime-odnogo-okna/ (in Russian)

¢ Report on Russia-India trade in 2021: trade, exports, imports, structure, commodities, dynamics (in Russian) // Russia’s Foreign Trade.
URL: https://russian-trade.com/reports-and-reviews/2022-02/torgovlya-mezhdu-rossiey-i-indiey-v-2021-g/ ; Brief on India-Russia Economic Relations //
Embassy of India. URL: https://www.indianembassy-moscow.gov.in/overview.php (in Russian)

7 Modi launches Act Far East Policy for Russia; announces $1 bn support // The Economic Times. September 05, 2019. URL: https://economictimes.indiatimes.
com/news/economy/finance/india-extends-1-billion-line-of-credit-for-development-of-russias-far-east/articleshow/70991741.cms?from=mdr


https://rg.ru/2021/02/17/istochnik-espch-prinial-reshenie-potrebovat-ot-rossii-osvobozhdeniia-navalnogo.html
https://coe.mid.ru/
https://www.rbc.ru/society/24/01/2019/5c4956369a79473746e69e74
https://economictimes.indiatimes.com/news/economy/finance/india-extends-1-billion-line-of-credit-for-development-of-russias-far-east/articleshow/70991741.cms?from=mdr
https://economictimes.indiatimes.com/news/economy/finance/india-extends-1-billion-line-of-credit-for-development-of-russias-far-east/articleshow/70991741.cms?from=mdr

a maritime corridor between Vladivostok and
Chennai. This route is intended as an important
new transportation link connecting the Russian
Arctic and the Far East with India.

The two countries found it very difficult
to achieve the desired level of trade. The
2020-2021 pandemic became an additional
obstacle in the way of expanding Russia-
India economic cooperation.The geopolitical
consequences of the Ukrainian crisis and its
exacerbation in 2022 produced profound
structural changes on global markets, which
gave a truly new impetus to Russia-India
trade.

Cooperation in Energy

Russia-India energy cooperation has deep
historical roots. Some of India’s crucial oil and
gas fields and coals deposits (particularly in the
states of Gujarat, East Bengal, Assam, Tamil Nadu,
Jharkhand, Chhattisgarh) were discovered and
developed with the USSR’s support. Recently,
energy has become a key area in the two
countries’ strategic cooperation. Yet until quite
recently, direct deliveries of energy resources
were not the principal component of the Russian
- Indian “energy bridge”. As of 2013, Russia
accounted for only 1% of Indian energy imports
(less than USD 1 billion)". Its principal elements
included cooperation in nuclear energy and
investment into oil and gas assets'. For instance,
Rosatom is implementing a massive multi-stage
project: it is constructing the Kudankulam NPP;
two out of the NPP’s six power units are already
fully operational, while the third and fourth units
are at an advanced construction stage™.

India’s largest oil and gas companies such as
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The deliveries of energy sources and fertili-
zers are seeing the most pronounced changes
in the structure of Russia-India trade®. Russia's
commodity exports from these two groups
have already increased severalfold®. Speaking
at the Valdai International Discussion Club on
October 27, Vladimir Putin noted Russia’s and
India’s potential for cooperation in agricultural
products trade: “The pace of economic cooper-
ation is growing today. Overall trade is growing.
One example: Prime Minister Modi asked me
to increase the supply of fertilizers, which is very
important for Indian agriculture, and we did it. ...
The supply of fertilizers to India has increased
by 7.6 times — not just by a fraction, but by
7.6 times. Bilateral trade in agricultural products
has almost doubled™°.

ONGC Videsh Ltd. (OVL), Bharat Petroresources
Ltd., Indian Oil Corporation, Oil India Ltd. invested
a total of about USD 16 billion into Russian assets
in Sakhalin 1", the Vankor oil and gas field,
Taas-Yuryakh Oil and Gas Production, Imperial
Energy™. Rosneft acquired India’s Essar Oil Limited
and is now developing the port and oil refinery in
the city of Vadinar, Gujarat'é; Rosneft also manu-
factures petrochemicals and is developing a retail
chain. Additionally, talks are underway on India
possibly investing into Russia’s Vostok Oil and
Arctic LNG-2 projects. Gazprom, Novatek, Stro-
ytransgaz are expanding their presence in the
Indian market since recently, India’s government
has been steering a strategic course for expand-
ing gas consumption and developing the relevant
infrastructure, and it opened up new opportuni-
ties for Russian companies. In October 2021, under
a long-term contract between Gazprom and GAIL
Ltd., India received the first direct LNG delivery
from Novatek’s Yamal enterprise. The cargo trav-

 Russian Ambassador: Deliveries of energy sources to India have grown severalfold // RIA Novosti. June 27, 2022.

URL: https://ria.ru/20220627/gaz-1798394103.html (in Russian)

? Valdai Discussion Club Meeting // President of Russia. October 27, 2022. URL: http://en.kremlin.ru/events/president/news/69695

°1bid.

""For more detail see: Shikin V., Bhandari A. “Russia - India Energy Cooperation: Trade, Joint Projects, and New Areas” // RIAC — Gateway House policy brief.
No. 13. October, 2017. URL: https://russiancouncil.ru/papers/Russia-India-Energy-Policybrief13-En.pdf

"2 Ibid.

"2 As of today, NPP unit No. 3 already has its reactor equipment installed // Rosatom. July 18, 2022.
URL: https://www.rosatom.ru/journalist/news/na-energobloke-3-aes-kudankulam-smontirovano-oborudovanie-reaktornoy-ustanovki/ (in Russian)

4 Russia-India Business Dialogue // Roscongress. September 02, 2021.

URL: https://roscongress.org/sessions/eef-2021-biznes-dialog-rossiya-indiya/discussion/ (in Russian)

'* Rosneft signed a contract with Indian Oil to deliver up to 2 m tons of oil to India // Rosneft. December 06, 2021.

URL: https://www.rosneft.ru/press/releases/item/208725/ (in Russian); Rosneft sold one third of the TaasYuryakh oil deposit to Indian companies // RBC.
March 16, 2016. URL: https://www.rbc.ru/rbcfreenews/56e938cf9a7947368c55bf54 (in Russian)

"¢ Rosneft has successfully closed the deal for a strategic acquisition of 49% of Essar Oil Limited // Rosneft. August 21, 2021.

URL: https://www.rosneft.ru/press/releases/item/187525/ (in Russian)


https://ria.ru/20220627/gaz-1798394103.html
http://en.kremlin.ru/events/president/news/69695
https://russiancouncil.ru/papers/Russia-India-Energy-Policybrief13-En.pdf
https://www.rosatom.ru/journalist/news/na-energobloke-3-aes-kudankulam-smontirovano-oborudovanie-reaktornoy-ustanovki/
https://roscongress.org/sessions/eef-2021-biznes-dialog-rossiya-indiya/discussion/
https://www.rosneft.ru/press/releases/item/208725/
https://www.rbc.ru/rbcfreenews/56e938cf9a7947368c55bf54
https://www.rosneft.ru/press/releases/item/187525/
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eled along the Northern Sea Route, the Pacific
and Indian Oceans and arrived at GAILs terminal
in the city of Dabhol (Maharashtra state) on India’s
west coast".

In 2022, Russia’s and India’s natural energy
complementarity was buttressed by external
factors, primarily the unprecedented anti-
Russiansanctionsthatcausedamajorpricehike
in energy prices on global markets and delivery
interruptions. Connections between the two
states are being actively developed within
the “energy bridge” that entails trade and
investment in oil, gas, liquefied gas, nuclear
power, and coal mining and processing.

Starting in June 2022, market analysts regularly
reported Russia now delivering more oil to India
than Iraq and Saudi Arabia, that both had, until
recently, been its principal suppliers. In Octo-
ber of 2022, Russia became India’s top crude oil
supplier accounting for 22% of Indian imports

(Iraq accounted for 20.5%, while Saudi Arabia
accounted for 16%). In October, Russian crude oil
deliveries to India were estimated at 970,000 bar-
rels a day on average (in September, this figure
was 942,000 barrels a day)®. In November 2022,
40% of Russia’s exported Urals oil went to India™.
India has one of Asia’s strongest petrochemical
industries, this sector accounts for about 12% of
Indian exports. Notably, India manufactures 15%
of its petrochemical products from Russia’s o0il®°.
Russia was reported to offer substantial discounts
for Indian buyers, while both countries’ officials
have emphasized and continue to emphasize that
this trade is mutually advantageous (see Table 2).

Investment cooperation in the oil and gas sec-
tor continues: ONGC Videsh Ltd. confirmed
that it intends to continue its involvement with
Sakhalin-2 projects where it owes 20% of stock?'.
India’s public companies are also interested in
purchasing the stocks of those western energy
actors (ExxonMobil, Shell, BP) that had decided
to withdraw from Russia. However, no decisions
on the matter have so far been announced.

TasLE 2. RussIAN oIL SALES TO INDIA: GROWTH DYNAMICS (PER THOUSAND BARRELS A DAY)

mmmmm Average figures

Unadjusted for seasonal fluctuations

04.2018 102018 04.2019 10.2019 04.2020 102020 04.2021 10.2021 04.2022 10.2022

Source: Financial Times?

"7 India received first direct gas deliveries from Yamal LNG project // Finam. October 26, 2021.
URL: https://www.finam.ru/publications/item/indiya-poluchila-pervuyu-partiyu-pryamyx-postavok-gaza-s-proekta-yamal-spg-dannye-20211026-144343/

(in Russian)

'8 Russia becomes India’s top oil supplier as sanctions deflate price // The Financial Times. November 08, 2022.

URL: https://www.ft.com/content/f01161be-189f-4f69-918f-fd2a1f0fa1e3

" India purchased 40% of seaborne Russian Urals oil in Nov. // Reuters. November 29, 2022.
URL: https://www.reuters.com/business/energy/india-purchased-40-seaborne-russian-urals-oil-nov-refinitiv-data-traders-2022-11-28/

2°The Indian Oil Bridge Between Russia and its Sanctioners // Petro-logistics. August 30, 2022.
URL: https://www.petro-logistics.com/blog/posts/the-indian-oil-bridge-between-russia-and-its-sanctioners/

! Russia’s government allowed ONGC and Sodeco to obtain shares in Sakhalin-1// TASS. November 14, 2022.

URL: https://tass.ru/ekonomika/16319165 (in Russian)

2 Russia becomes India’s top oil supplier as sanctions deflate price // Financial Times.

URL: https://www.ft.com/content/f01161be-189f-4f69-918f-fd2a1f0fale3


https://www.finam.ru/publications/item/indiya-poluchila-pervuyu-partiyu-pryamyx-postavok-gaza-s-proekta-yamal-spg-dannye-20211026-144343/
https://www.ft.com/content/f01161be-189f-4f69-918f-fd2a1f0fa1e3
https://www.reuters.com/business/energy/india-purchased-40-seaborne-russian-urals-oil-nov-refinitiv-data-traders-2022-11-28/
https://tass.ru/ekonomika/16319165
https://www.ft.com/content/f01161be-189f-4f69-918f-fd2a1f0fa1e3

Tata Group was virtually the only Indian company
to have decided to withdraw from the Russian
market. Backin 2021, Tata Power that was licensed
in 2017 to develop a coal deposit in Kamchatka
suspended work on the project (motivating it by
its new focus on renewable energy), and in 2022
announced its plans to surrender the license®.

In April 2022, Tata Steel, one of the oldest compa-
nies in the famous group, announced its intent
to stop coal purchases and no longer do busi-
ness with Russia.

In addition to companies that continue working
with Russia, there are new Indian actors interested
in the Russian market where buyers are now look-
ing for replacements for European equipment in
oil processing, mining, food industry, printing, car
manufacturing, medical equipment, and other
sectors. Under the new circumstances, Indian
exporters strive to expand supply channels, resolve
payment issues and logistical matters. The crucial
task for both states is to put bilateral financial and
commodity flows outside Western control.

India’s rapid post-pandemic economic rebound
also prompted larger purchases of Russian coal®.

Russian International Affairs Council

Slumping industrial production and national
coal mining in China and falling Indian coal
imports from Australia, the US, and South Africa
resulted in adjusting excessively discounted
prices of Russian coal-mining companies. Having
peaked in 2022, India’s purchases of Russian coal
fell after a price increase. Overall, however, the
Indian market will play a significant role for the
Russian coal-mining industry in the near future.
Many Russian coal-mining companies, such as
SUEK (Siberian Coal Energy Company), Kolmar,
and others are now actively engaged in expand-
ing their presence in India.

Even though India strives to reduce the share of
coal in its energy balance, various estimates see
India continuing to use coal at least until 2040,
and short-term, and predict that absolute fig-
ures of coal consumption will continue to grow?.
Russian coal is believed to be of better quality,
to have low ash content, and to be cheaper than
more expensive and dirty Australian coal. As
for logistics and transportation, part of Russian
export fleet was re-assigned from the Baltic to
the Far East to support the efforts for expanding
sales, including coal sales, on Asian markets.

India’s Neutrality and Independent Politics

India’s leadership is subjected to major pressure
both from the West and the domestic opposition
over its neutral stance toward Russia’s special mil-
itary operation (SMO) in Ukraine. Indian officials
are being criticized over increased purchases
of Russian energy sources while US authorities,
for instance, emphasize the way in which the
alleged benefits India may gain from the Russian
oil price cap Washington is spearheading.?” Nev-
ertheless, in interviews to Western media, India’s
Minister of Petroleum and Natural Gas Hardeep
Singh Puri preferred to avoid answering directly
whether India is going to join G7's Russian oil
price cap. He also defended India’s unfailing

intent to diversify its suppliers stressing that
India acts in pursuance of its national interests
and the interests of its citizens?®. When the price
cap was introduced, Minister of Foreign Affairs
Subrahmanyam Jaishankar said in response to
questions from members of the upper house of
India’s parliament, “We do not ask our companies
to buy Russian oil. We ask our companies to buy
oil what is the best option that they can get. Now
it depends on what the market throws up®”.

Domestic political and macroeconomic stability
guarantee India’s continued successful devel-
opment. Recently, the country has faced the
problem of inflation and the weakening rupee.

#India’s Tata Power is dissolving its “subsidiary” in Kamchatka // Interfax. June 02, 2022. URL: https://www.interfax.ru/business/844243 (in Russian)

2% India’s Tata Steel shuns Russian coal // Financial Times. URL: https://www.ft.com/content/25fde8d4-bbf0-4d08-8c7b-94b5f854d865 ; India’s largest importer
of Russian coal dropped new purchases // RBC. May 02, 2022. URL: https://www.rbc.ru/business/02/05/2022/626fb1fb9a79476651a922fb (in Russian)

> Bragina E. “India-2022: Economic Growth Outlined”// Institute of World Economy and International Relations of the Russian Academy of Sciences. April 08,
2022. URL: https://www.imemo.ru/publications/relevant-comments/text/india-2022-economic-growth-marked (in Russian)

26 Kulik L., Nurgalieva G., Sushkova E. Auezova K. “Climate politics: India, China, Kazakhstan”// Institute for Emerging Market Studies (IEMS), Moscow School of

Management SKOLKOVO. 2022.

URL: https://www.skolkovo.ru/researches/klimaticheskaya-politika-indiya-kitaj-kazahstan/?ysclid=Ic3tmc5er6661718375 (in Russian)

27U.S. hopes India will take advantage of Russian oil price cap - media // Reuters. November 08, 2022.
URL: https://www.reuters.com/world/us-hopes-india-will-take-advantage-russian-oil-price-cap-media-2022-11-08/

**Indian Oil Minister Hardeep Singh Puri on Oil Trading // Bloomberg. October 27, 2022.
URL: https://www.bloomberg.com/news/videos/2022-10-31/indian-oil-minister-hardeep-singh-puri-on-oil-trading

??Sensible to get best deal in interest of Indian people: Jaishankar on oil import from Russia // The Economic Times. December 07, 2022.
URL: https://economictimes.indiatimes.com/industry/energy/oil-gas/sensible-to-get-best-deal-in-interest-of-indian-people-jaishankar-on-oil-import-
from-russia/articleshow/96057414.cms?utm_source=contentofinterest&utm_medium=text&utm_campaign=cppst


https://www.interfax.ru/business/844243
https://www.ft.com/content/25fde8d4-bbf0-4d08-8c7b-94b5f854d865
https://www.rbc.ru/business/02/05/2022/626fb1fb9a79476651a922fb
https://www.imemo.ru/publications/relevant-comments/text/india-2022-economic-growth-marked
https://www.skolkovo.ru/researches/klimaticheskaya-politika-indiya-kitaj-kazahstan/?ysclid=lc3tmc5er6661718375
https://www.reuters.com/world/us-hopes-india-will-take-advantage-russian-oil-price-cap-media-2022-11-08/
https://www.bloomberg.com/news/videos/2022-10-31/indian-oil-minister-hardeep-singh-puri-on-oil-trading
https://economictimes.indiatimes.com/industry/energy/oil-gas/sensible-to-get-best-deal-in-interest-of-indian-people-jaishankar-on-oil-import-from-russia/articleshow/96057414.cms?utm_source=contentofinterest&utm_medium=text&utm_campaign=cppst
https://economictimes.indiatimes.com/industry/energy/oil-gas/sensible-to-get-best-deal-in-interest-of-indian-people-jaishankar-on-oil-import-from-russia/articleshow/96057414.cms?utm_source=contentofinterest&utm_medium=text&utm_campaign=cppst
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Given India’s extremely high dependence on
imported energy sources, these circumstances
give access to energy sources crucially import-
ant for India’s leadership. Major energy spending
may deliver a blow to India’s financial system,
complicate business operations, produce social
tensions, and grave domestic political conse-
quences for the ruling Bharatiya Janata party.

Russia profoundly respects India’s consistent
approach to maintaining strategic autonomy.
Addressing the plenary session of the Valdai
International Discussion Club in October 2022,
Vladimir Putin spoke very highly of India’s inde-
pendent approach to its politics using a very stark
comparison, “We have a special relationship with
India that ... was built on the foundation of a very
close alliance that existed for many decades.
We have never had any issues with India. | want
to emphasize this, never. All we ever did was sup-
port each other. This is what is happening now,
and | am sure it will continue in the future. ...
Prime Minister [Narendra] Modi is one
of the few people in the world who can pursue
an independent foreign policy in the interests
of his people. Despite any attempts to contain
or restrict something, he’s like an icebreaker, you

know, just moving calmly in the direction that
the Indian state needs™®.

The above-mentioned rapid spike in deliveries of
energy sources and fertilizers, as well as iron and
steel, timber products, plant and animal oils, and
agricultural products, India’s imports from Rus-
sia increased by 430% compared to the average
monthly figures from the last five years?'. Russian
exports to India from January to September of
2022 are estimated at USD 27 billion32. Russia is
now India’s seventh-largest trade partner, up
from 25™, after the US, China, the UAE, Saudi Ara-
bia, Irag, and Indonesia.

Already by August of the current fiscal year®,
Russia-India trade exceeded USD 18 billion. It
is very likely that the two countries will reach
the desired level of trade, USD 30 billion, well
ahead of schedule. However, trade itself is
becomingincreasingly unbalanced. Dropping
Indian exports negatively affects India’s
already-large balance-of-payments deficit in
Russia-India trade, which is concerning for
the Indian government.

New Objectives and Opportunities in Changed Circumstances

Therefore, new tasks for both parties include
balancing out trade imbalances and diversify-
ing areas of possible economic cooperation. On
his visit to Moscow in November 2022, India’s
Minister of Foreign Affairs Subrahmanyam
Jaishankar was accompanied by high-ranking
officials from several Indian ministries: finance,
trade, agriculture, petroleum and natural gas,
ports, shipping and waterways, chemicals, and
fertilizers. Mr. Jaishankar held talks with his Rus-
sian counterpart Sergey Lavrov and, together
with Russia’s Deputy Prime Minister Denis
Manturov, attended a meeting of the Inter-
governmental Commission on cooperation in

trade, economy, science, technology, and cul-
ture. The media reported that before the visit,
Russia’s Ministry of Industry and Trade sent India
(and other friendly countries) a list of compo-
nents required by large Russian manufacturers.
Indian officials said that the list was unusual
in its scale®. At a joint press conference with
Mr. Lavrov following the first round of talks,
Mr. Jaishankar stressed “significant growth” in
bilateral trade this year and said the two minis-
ters focused on making it more sustainable. He
also said that India is “naturally concerned” at
the trade imbalance and raised “impediments
that stand in the way of greater Indian exports®®”.

3%Valdai International Discussion Club meeting. The President took part in the final plenary session of the 19* meeting of the Valdai International Discussion
Club // President of Russia. October 27, 2022. URL: http://en.kremlin.ru/events/president/news/69695

*1Based on data from: India // Observatory of Economic Complexities. URL: https://oec.world/en/profile/country/ind

32 As reported by Russia’s Trade Mission to India.

3 Russia is now India’s seventh-largest trading partner // The Times of India. November 26, 2022.
URL: http://timesofindia.indiatimes.com/articleshow/95090715.cms?utm_source=contentofinterest&utm_medium=text&utm_campaign=cppst

3*The Indian fiscal year begins in April and ends in March.

* Exclusive: India asked by sanctions-hit Russia for parts for key sectors // Reuters. November 29, 22.
URL: https://www.reuters.com/world/india/india-asked-by-sanctions-hit-russia-parts-key-sectors-sources-2022-11-29/

€I it works to my advantage...": Jaishankar’s blunt message on Russian oil // The Hindustan Times. November 08, 2022.
URL: https://www.hindustantimes.com/india-news/eam-underscores-india-russia-ties-in-moscow-with-positive-talks-on-energy-trade-101667918133234.html


http://en.kremlin.ru/events/president/news/69695
http://timesofindia.indiatimes.com/articleshow/95090715.cms?utm_source=contentofinterest&utm_medium=text&utm_campaign=cppst
https://www.hindustantimes.com/india-news/eam-underscores-india-russia-ties-in-moscow-with-positive-talks-on-energy-trade-101667918133234.html

A pivot to Asia currently underway, not only
in Russia’s political circles, but also in the
hearts and minds of Russian intellectual and
business elites.

They are palpably disappointed over the stance
Western partners assumed toward Russia and
are coming to grips with the idea that politi-
cal re-orientation is inevitable and irreversible.
Russia is a Eurasian state with the bulk of the
country located in Asia. Russian strategists and
decision-makers have long focused on Russia’s
pivot to the East. This focus was mostly clearly
manifested in Moscow’s attention to Russia’s
eastern regions and in the many initiatives
intended to transform Vladivostok into the most
important Russian city in Asia. Nonetheless, the
infrastructure for this re-orientation is emerging
very slowly, and the majority of Russian business
leaders have rarely viewed the pivot to the East
as something that goes beyond its usual coope-
ration with China.

Today, however, Russia exhibits tremendous
interest in India and wants to get to know this
country better. It is partially connected with
Russian companies having to move beyond that
part of the world they know well and feel most
comfortable in. This interest largely manifests
from the independent political course India is
staunchly supporting. However, the desire to
understand India better and to research new
emerging opportunities in the Indian market
mostly stems from the recent major changes in
India’s economy. In addition to the incredible
leap India has made in its technological devel-
opment, these changes are impossible to ignore.

Russian International Affairs Council

Population

1.4 bn.

Average age
28.7

ECONOMY

GDP: USD 3.534 trillion (the world's fifth-largest)

*Avergae GDP growth rate prior to 2020: 7%

*Predicted growth in the 2022/2023 fiscal
year: 6.5-7%

*Gold and monetary reserves: USD 531 bn.
* Ranked 63 in Ease of Doing Business (2020)

* Inflation ~ 7%

FiGURE 1. ToDAY’s INDIA IN FIGURES

Source: Compiled by the authors using information
from Open sources 37,38,39,40,41,42,43,44,45,46,47.

Unlike before, there are no clear political instruc-
tions “from the top” to develop business with
India. However, leaders of large private and
public corporations who have previously visited
the country as governmental delegations, have
come to view India from a different perspective.
Members of younger and more flexible compa-
nies specializing in hi-tech solutions manifest an
even greater interest in India and are on the cut-
ting edge of a possible new discovery in India.

*”World Population Prospects 2022 // United Nations. December 14, 2022.

URL: https://www.un.org/development/desa/pd/sites/www.un.org.development.desa.pd/files/wpp2022_summary_of_results.pdf

*¥India’s Median Age // World Economics. December 14, 2022. URL: https://www.worldeconomics.com/Demographics/Median-Age/India.aspx

2 GDP, current prices // International Monetary Fund. December 15, 2022.

URL: https://www.imf.org/external/datamapper/NGDPD@WEO/OEMDC/ADVEC/WEOWORLD

4 GDP based on PPP, share of world // International Monetary Fund. December 15, 2022.
URL: https://www.imf.org/external/datamapper/PPPSH@WEO/OEMDC/ADVEC/WEOWORLD

“'India’s Economy on Track to Grow at Around 7% in 2022-23: RBI // Bloomberg. December 15, 2022.
URL: https://www.bloomberg.com/news/articles/2022-11-18/india-s-economy-on-track-to-grow-at-around-7-in-2022-23-rbi

“2 Deloitte expects India to post 6.5-7.1 pc growth in current fiscal year // Economic Times. December 15, 2022. URL: https://economictimes.indiatimes.com/
news/economy/indicators/deloitte-expects-india-to-post-6-5-7-1-pc-growth-in-current-fiscal/articleshow/95637436.cms?from=mdr

“India’s foreign exchange reserves jump $6.5 billion to $531 billion // Business Standard. December 15, 2022.
URL: https://www.business-standard.com/article/finance/india-s-foreign-exchange-reserves-jump-6-5-billion-to-531-billion-122110401393_1.html

“¢ Ease of Doing Business // Make in India. December 15, 2022. URL: https://www.makeinindia.com/eodb

% Inflation Rate in India: December 2022 Data // Forbes. December 15, 2022. URL: https://www.forbes.com/advisor/in/personal-finance/inflation-rate-in-india/

6 40% of global real-time payments originated in India in 2021: Report // Mint. April 26, 2022.
URL: https://www.livemint.com/news/india/40-of-global-real-time-payments-originated-in-india-in-2021-report-11650973119569.html

“7Srivastava R., Bardiya A., Kulkarni A., Rithica M. 2022.“India’s Growth Transformation — Moving Ahead and Moving Up”// ISB - Centre for Business Innovation.
URL: https://www.isb.edu/content/dam/sites/isb/research-thought-leadership/research-center/cbi/India’s%20growth%:20transformation%20-%20Mov-

ing%20ahead%20and%20Moving%20up%20ISB-CBI.pdf.coredownload.pdf


https://economictimes.indiatimes.com/news/economy/indicators/deloitte-expects-india-to-post-6-5-7-1-pc-growth-in-current-fiscal/articleshow/95637436.cms?from=mdr
https://economictimes.indiatimes.com/news/economy/indicators/deloitte-expects-india-to-post-6-5-7-1-pc-growth-in-current-fiscal/articleshow/95637436.cms?from=mdr
https://www.business-standard.com/article/finance/india-s-foreign-exchange-reserves-jump-6-5-billion-to-531-billion-122110401393_1.html
https://www.isb.edu/content/dam/sites/isb/research-thought-leadership/research-center/cbi/India's%20growth%20transformation%20-%20Moving%20ahead%20and%20Moving%20up%20ISB-CBI.pdf.coredownload.pdf
https://www.isb.edu/content/dam/sites/isb/research-thought-leadership/research-center/cbi/India's%20growth%20transformation%20-%20Moving%20ahead%20and%20Moving%20up%20ISB-CBI.pdf.coredownload.pdf
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FIGURE 2. INDIA’s PROGRESS IN THE WoRLD BANK’s EASE

of DoinG BUSINESS RANKING
Source: Compiled by the authors using information from
open sources*

The new generation of Russian entrepreneurs
have a very realistic view of difficulties that may
arise when working with India. They do not have
any overblown expectations typical for the Soviet
and post-Soviet eras. Instead, they exhibit more
natural curiosity and thirst for practical knowl-
edge; they are quick learners. Russian Indology
schools have traditionally been very strong since
the Soviet Union and its friendly relationship with
India; now they are bolstering their standing and
pool their efforts with institutions in charge of
business assistance and training entrepreneurs.
Joint training and internship programs with India
are being established, aiming to raise the Russian
business community’s awareness of the changes
in India, generalizing the experience of working
with the country, while also sharing lessons and
best practices from those who already work in
the Indian market.

Source: Compiled by the authors using information from open sources**

830 million active
internet users

6.6 billion instant
payments in August 2022: a

10 % increase from August
2021

40% of the world's instant
payments between
companies

FIGURE 3. SMARTPHONE ACCESSIBILITY IN RURAL AREAS

Source: compiled by the authors using information from
open sources ¥

Today'’s India: Not So-Well Known in Russia

India is going through many changes. For
instance, its per capita income is noticeably
increasing. Today, the GDP per capita in India is
about USD 2,500. This figure is growing at the
annual rate of 5-6%, and in the next 3-4 years,
it will reach the economically significant mark of
over USD 3,300%. Even though there is no uni-
versally accepted methodology and there are
differences in calculations, in Indian estimates,
middle-class is expected to expand from 14% in
2004-2005, to 46% in 2030, and to 63% in 2047°'.
Few people know that after introducing a new

national Goods and Services Tax (GST) in 2017,
India created a previously non-existent single
market of goods and services that spanned the
country’s entire population, i.e, over a billion
people*?. Together, these factors indicate that
India’s huge population will soon be able to
become a more tangible and predictable market
for companies. Fragmentation, a small consumer
base, and low disposable incomes have always
been a constraining factor and a roadblock for
Russian companies that considered entering the
Indian market*3.

“s Ease of Doing Business // Make in India. December 15, 2022. URL: https://www.makeinindia.com/eodb

“Srivastava R., Bardiya A., Kulkarni A., Rithica M. 2022.“India’s Growth Transformation - Moving Ahead and Moving Up”// ISB - Centre for Business Innovation.
URL: https://www.isb.edu/content/dam/sites/isb/research-thought-leadership/research-center/cbi/India’s%20growth%20transformation%20-%20Mov-
ing%20ahead%20and%20Moving%20up%20ISB-CBI.pdf.coredownload.pdf

*1bid.

“'Nearly 1 in 3 Indians are part of the middle class; this is to double in 25 years // Times of India. November 02, 2022.
URL: https://timesofindia.indiatimes.com/business/india-business/middle-class-nearly-1/3rd-of-indias-population-to-be-2/3rds-by-2047-report/article-
show/95239621.cms

52 Before this tax was introduced, the country was divided by various taxation regimes determined at state level, which significantly slowed down the entire
transportation and logistical traffic within the country, slowing down business activities and complicating operations of both Indian and foreign companies.

**Molchanova E., Sokolova K., Lemeshko O.“Meet the new Indian consumer. Consumer behavior changes in one of the world’s fastest-growing economies” //
Institute for Emerging Market Studies (IEMS), Moscow School of Management SKOLKOVO. 2018.
URL: https://iems.skolkovo.ru/downloads/documents/SKOLKOVO_IEMS/Research_Reports/SKOLKOVO_IEMS_Research_2018-06-30_ru.pdf (in Russian)
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https://timesofindia.indiatimes.com/business/india-business/middle-class-nearly-1/3rd-of-indias-population-to-be-2/3rds-by-2047-report/articleshow/95239621.cms
https://timesofindia.indiatimes.com/business/india-business/middle-class-nearly-1/3rd-of-indias-population-to-be-2/3rds-by-2047-report/articleshow/95239621.cms
https://iems.skolkovo.ru/downloads/documents/SKOLKOVO_IEMS/Research_Reports/SKOLKOVO_IEMS_Research_2018-06-30_ru.pdf

Another subject that perhaps Russian
businesses miss; how important the climate
agenda is for India. Although Russia’s and
India’s official stances on the global climate
change are similar in many ways, Russian
companies still frequently fail to comprehend
how important it is for India’s people,
companies, and political leadership to counter
climate change. This lack of awareness is only
exacerbated by Russia-India trade being
focused on oil, coal, and fertilizers**.

However, changes in the Indian economy
effected by the climate agenda are tremendous
and they open new opportunities for Russia—
India cooperation. India is set to significantly
increase the share of renewable energy in its
energy balance, to quicken the pace of transpor-
tation decarbonization, and to reduce energy
consumption by improving the energy efficiency
of equipment, buildings, and the country’s entire
infrastructure. That creates a whole range of new
areas for cooperation that ties into India’s energy
agenda; Russian companies could take a closer
look at this and build on this. For instance, many
of India’s power grid facilities, particularly its coal
power plants, need modernization.

Other areas relevant for today’s India are smart
networks, distributed power systems, the man-
ufacture of inexpensive solar panels, advanced
materials and cutting-edge energy efficiency
technologies, the massive development of
gas transportation and gas distribution infra-
structure, and the modernization and further
development of railroad infrastructure. India
actively supports the development of state-of-
the-art biofuel, energy-efficient cooling systems,
and “green” hydrogen technologies. New coop-
eration opportunities appear in industrial
digitization, smart transportation systems, water
treatment, air quality monitoring, waste dis-
posal, and utilities. India’s climate agenda aligns
with Russia-India cooperation in nuclear power
and gas supplies (including regasification of lig-
uefied natural gas). New Delhi is also interested
in jointly developing and building liquefied gas
tankers. Contrary to Russian proposals, hydro-
power, on the other hand, may prove to be not

Russian International Affairs Council

a particularly promising area for cooperation
(particularly, from the point of view of building
new hydropower plants in India). With large
hydropower plants already built, India is highly
likely to abandon the plan for developing small
HPPs in the Himalayas over high environmental
risks; such projects carry for fragile mountain
ecosystems. In the near future, Russia could
also play an important role in supplying India
with nickel, copper, cobalt, lithium, and other
rare non-ferrous metals that are indispensable
in transitioning to green economy and enjoy
increasingly greater demand on global markets.

Today, India’s falling exports to Russia mostly com-
prise pharmaceuticals, organic chemicals, and
various equipment. Russian business leaders are
not particularly familiar with the achievements
of previously mentioned large-scale governmen-
tal programs such as “Aatmanirbhar Bharat” (or
“Self-Sufficient India”), “Make in India”, “Make for
the World”, and the Indian leadership’s ambitious
plans for diversifying and bolstering the country’s
manufacturing sector. India’s large-scale plans for
taking China’s place as new “workshop of the world”
could become an important factor in expanding
India’s exports to Russia. In this regard, the elec-
tronic sector is prioritized; various measures are
planned and multi-billion-dollar investments are
earmarked in this area, possibly stimulating the
development of India’s own manufacturing and
exports. Currently, India is the world’s second-larg-
est smartphone manufacturer®. It has an Apple
plant which is manufacturing the company’s
most advanced products. Plans involve building
a large industrial cluster specializing in semi-con-
ductor manufacturing, as well as other electronic
components for Foxconn. Indian electronics man-
ufacturers, for instance, Dixon Technologies, BoAt,
and others, have established themselves in the
country and are bolstering their standing both
in the consumer segment and on the B2B sector.
Simultaneously, while advancing its traditional car
manufacturing and producing spare parts, India is
also banking on electric car manufacturing; in the
near future, it plans to take over a large part of the
global electric vehicle market, particularly in the
two- and three-wheeled-vehicle segments. Fur-
ther development and modernization are also
planned for the textile industry.

**Kulik L., Nurgalieva G., Sushkova E. Auezova K. “Climate politics: India, China, Kazakhstan” // Institute for Emerging Market Studies (IEMS), Moscow School of
Management SKOLKOVO. 2022. URL: https://www.skolkovo.ru/researches/klimaticheskaya-politika-indiya-kitaj-kazahstan/?ysclid=Ic3tmc5er6661718375

(in Russian)

**India now second largest mobile phone manufacturing hub in the world: Ravi Shankar Prasad // The Indian Express. June 01, 2020. URL: https://indianex-
press.com/article/technology/tech-news-technology/india-now-second-largest-mobile-phone-manufacturing-hub-in-the-world-6437109/

1
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Topical Cooperation Format

As of today, Indian business priorities are mostly
focused on servicing the growing domestic
demand. India is also hoping to edge out
China on the US market: factors supporting this
includes both the ongoing political situation and
the fact that the US now is the top importer of
Indian commodities®®.

Although Indian businesses are actively study-
ing the opportunities emerging on the Russian
market, Russian entrepreneurs will likely play
a leading role in building bridges between the
Russian market and the expanding Indian manu-
facturing services.

As for opportunities for Russian exports and joint
Russian-Indian technological projects, the most
promising areas here are energy engineering,
shipbuilding, the space sector that has recently
been opened for private investment. Russia is
known to specialize in building successful pro-
totypes while India has a unique experience in
effective production scaling and product distri-
bution. Pooling Russia’s know-hows and India’s
manufacturing capacities would also benefit
both countries.

India is not in any way biased against Russian
business. There are still positive associations
carried over from the time of the Soviet-Indian
friendship: Russian solutions are seen as high-
tech, reliable, and simple to use. Indian partners
also see Russia as offering well-designed digi-
tal products and making commaodities that are
equally well-designed, environmentally friendly,

Digitization as a Cooperation Driver

The crucial similarity factor between Russia
and India today is that the two countries are
simultaneously undergoing the digitization
progress. Russian hi-tech experts are quite
awatre of India’s rapid success on the digital
transformation path and of the concomitant
spike in entrepreneurship and the rapid
development of venture investment®’.

and that applies both to business solutions and
consumer goods. There also remains warm
associations in India in regards to Russia’s rich
culture. On the other hand, India’s media and
entrepreneurial community still harbor several
misconceptions concerning Russia’s economy
and business environment. For instance, they
have a strongly exaggerated or outdated idea of
the Russian ruble’s volatility. They underestimate
Russia’s macroeconomic stability. They are not
particularly aware of the growing competitive
edge of Russian solutions and products. Russian
entrepreneurs need to remember that, contrary
to popular opinion, the price factor alone does
not always outweigh all other considerations
for Indian partners; they are also interested in
post-sales service, a secondary market, localizing
manufacturing, and creating new jobs.

Russian development engineers would do well
to consider the “Make in India - Sell Worldwide”
format and to work more actively with Indians on
third-country markets, for instance, in Africa, Asia,
and the CIS. When many sectors in Russia, par-
ticularly industry and construction, experience a
labor shortage, they need to be more receptive to
India’s proposals of employing Indian staff for spe-
cific projects. India sees itself as a harbor for the
global economy’s talent and labor pool. Employ-
ment, improving accessibility and quality of all
kinds of education, including vocational technol-
ogy-related education, are at the top of India’s top
priorities, which explains why these matters are
crucial for the bilateral Russia-India agenda.

Recently, India has made major progress in
expanding its population’s Internet access and
improving digital literacy, in developing digital
government, e-commerce, financial inclusion,
and instant payments, in commodity tracking,
and in many other digital areas. Consequently,
Russia’s few, but energetic venture companies
and digital technologies companies are on the
cutting edge of business activities between the
two states (beyond the traditional sectors and

¢ Exports into the US have accounted for 18% of India’s overall exports in 2021 totaling USD 71.5 bn. // UN COMTRADE.

URL: https://tradingeconomics.com/india/exports-by-country

*7Kulik L., Korovkin V., Kalinin A. 2021.“India’s Digitization. From a Local Phenomenon to a Global Influence Factor” // Institute for Emerging Market Studies

(IEMS), Moscow School of Management SKOLKOVO.

URL: https://www.skolkovo.ru/en/researches/india-goes-digital-from-local-phenomenon-to-global-influencer/ (in Russian)
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the public sector). Presumably, they have the
most interesting and relevant experience of
working with the new India. This sector merits
a special study, but we will mention here that
about 70 Russian startups are present in India
today, and over 10 investment companies of
Russian origins are working on the Indian mar-
ket with those Indian and Russian companies
that are in some way connected with the digital
economy. Even more companies are gearing up
to enter India’s market. There are several exam-
ples of Russian digital companies, known for
their advanced algorithmic solutions, meeting
the needs of India’s industry and successfully
developing cooperation with large Indian actors.

Education technology, or EdTech, is currently
one of India's most developed sectors that is
also in very high demand. India’s EdTech mar-
ket is developing explosively due, among other
things, to tremendous Indian demand for edu-
cation and further professional training, to
increasing incomes, to spread digital-related
technology, and to compete with China’s restric-
tive policies on foreign participation in Chinese
EdTech, which resulted in India outperforming
China in that area®. EdTech is an area where Rus-
sian companies have a propitious combination
of in-depth competences in natural and exact
sciences (the so-called STEM -related subjects
that are highly demanded in India) as well as cre-
ative design. In other words, Russians have the
required adaptability to both understand Indian
preferences and the related circumstances.

Entrepreneurs in both countries are actively test-
ing the mechanisms of e-commerce that has
recently flourished in Russia and India. Direct
access to consumers via e-trade sites could
partially offset high costs of logistics between
the two countries. Developing this format will
require massive advertising campaigns like

Russian International Affairs Council

“Made in India” and “Made in Russia.”

In addition to the areas listed above, there is
cooperation potential in “deep” technologies
such as Al, big data and analytics, machine
learning, photonics, blockchain, fintech, and
smart logistics.

Both countries could offer support by creating
so-called “regulatory sandboxes” and opening
them to Russian and Indian companies in order
to help simplify, via experimental legal regimes,
bilateral technological cooperation and promote
cross-testing of ideas, particularly among tech-
nological startups. Jointly with their partners in
Russia and India (members of scientific and aca-
demic circles, public organizations and agencies,
and private corporations), such institutions like
the Skolkovo Foundation and the SKOLKOVO
Moscow School of Management; both work
tirelessly work in these related areas. While
SKOLKOVO Moscow School of Management
channels its efforts into organizing and holding
educational programs for Russian and Indian
businesses in both countries, the Skolkovo Foun-
dation sets itself the goal of accelerating the
entrance of Russian tech companies into India’s
market, establishing connections with potential
clients and partners®,

The Russian trade mission in India (currently part
of the Ministry of Industry and Trade) and the
Russian export center support the efforts of Rus-
sian companies studying the Indian market. The
number of assistance and consultation requests
concerning the Indian market received by these
agencies has increased several-fold. In response
to the greater business and political activity in
this area, Russia’s Ministry of Foreign Affairs also
plans to significantly expand its staff in friendly
countries including India.

People-to-People Contacts Are Important Like Never Before

Indiaalso needs to uphold reciprocal rapproche-
ment efforts. Currently, there is not a single
Indian journalist permanently working in Rus-
sia. Indian media offer no first-hand coverage
of events in Russia; frequently, their coverage
boils down to re-broadcasting the Western
perspective of the country. In such a situation,

humanitarian connections and people-to-peo-
ple contacts move to the fore. Larger numbers
of Indian students could study in Russia; Rus-
sian universities should also consider opening
their campuses in India. Restoring tourist ties
is also important. Before the pandemic, Russia
was among the top new destinations for Indian

*8The world’s most expensive EdTech company is India’s Byju's founded in 2011; its capitalization is estimated at USD 22 bn. Source: World’s Biggest EdTech —
BYJU'S // Corporate Review. URL: https://thecorporatereview.com/worlds-biggest-edtech-byjus/

*% Skolkovo Foundation signed cooperation agreements with Indian partners. November 17, 2022 // Skolkovo Foundation.
URL: https://sk.ru/news/predstaviteli-skolkovo-podpisali-soglasheniya-o-sotrudnichestve-s-indijskimi-partnerami/ (in Russian)
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tourists. Noticeably more Indian guests could
be seen in the streets of Moscow, St. Peters-
burg, and other cities. More flights between
Russian and Indian cities going beyond the
traditional destinations would be a vital step
toward further tourism and business contract
development. In Russia, India could become
another attractive destination in medical and
rehabilitation tourism, yoga, and Ayurveda. Cre-

ative industries, including the film industry and
animation, also deserve greater attention. There
is demand in Russia for today’s Bollywood prod-
ucts, yet, beyond the few festival screenings,
they rarely reach their audiences both in movie
theaters and on popular online platforms. Peo-
ple in Russia in charge of the film repertoire on
such platforms are also likely in thrall to certain
outdated stereotypes.

The Main Barriers: Logistics, Visas, Non-Tariff Restrictions

Without the governments of both countries tak-
ing prompt, well-coordinated steps, all the efforts
of Russia’s and India’s business communities to
“build bridges” will be wasted. This primarily
applies to financial mechanisms, logistics, and
eliminating visa restrictions. High non-tariff bar-
riers are among significant impediments in the
way of Russia—India economic cooperation, as
such they require attention from both Moscow
and New Delhi®. Permits from both countries’
regulators, particularly to import agricultural,
animal husbandry, and fish products still posit
a major difficulty. Despite India having signifi-
cantly improved its standing in various doing
business rankings®', problems with red tape, an
overburdened judicial system, and complicated
land relations remain acute.

Currently, several Russian and Indian banks
successfully work with payments in national
currencies, and the number of such banks is
increasing. So far, many Indian banks are chary of
such transactions and prefer to guard themselves
against possible inspections from Western regu-
lators®. Traditional payment channels in dollars
and euros also work between Indian banks and
those of their nono-sanctioned Russian partners.
Synchronizing Mir and RuPay, Russia’s and India’s
payment systems, could become an important
step toward bolstering the cohesion of the two
countries’ payment systems. Additionally, BRICS
reserve currency is under discussion. At the same
time, countries such as the UAE have become
convenient hubs where Russian companies set
up subsidiaries to work with India and other
Asian and Middle Eastern countries.

Development and uninterrupted functioning
of the multimodal North-South transportation
corridor linking Russia, Iran, and India is a pri-
ority for Moscow, Tehran, and New Delhi. This
project is also symbolic since in the 15" century,
when the famous Russian merchant Afanasy
Nikitin traveled along roughly the same route
from Russia and India and back. Today, when
Russia is isolated from virtually all international
logistics systems, the North-South corridor has
become particularly important for Moscow®,
Russia is implementing its 2030 Maritime Port
Infrastructure Development Strategy that gives
special priority to the Caspian Sea ports such as
Astrakhan, Makhachkala, and Olya. Russia also
intends to assist Iran in the development of its
section of the North-South corridor. Implement-
ing this strategy will contribute to developing
the much-needed transportation route between
Russia, India, and Iran, and will also transform the
entire Caspian region into a major international
logistics hub. Soon, the Chennai-Vladivostok
(Vostochny Port) transportation corridor will
become operational. This route is 10,300 kilome-
ters long; trial runs showed a 17-day travel time.
This corridor is particularly important for the
Russian Far East, Yakutia, and joint Russia—-India
projects in the region, as well as links India with
the Northern Sea Route.

Similarly, as is India is leaping forwards in
its digital development, Russia—India trade
and economic relations today, after two
decades of stagnation, truly have a potential
to transition into a qualitatively new level.

% For more detail see: Galishcheva N.V. Russia-India trade: principal trends and problems // Russian Foreign Economic Bulletin, 2019 (3).
URL: http://russian-trade.com/reports-and-reviews/2018-03/dinamika-torgovli-rossii-s-indiey-v-2010-2017-godah/ (in Russian)

51In 2014, India was ranked 142 in the World Bank’s Doing Business ranking. In 2020, it was 63, thereby rising up 79 places over six years. For more detail see:
India ranks 142 in latest “Ease of Doing Business” report // World Bank. URL: https://economictimes.indiatimes.com/news/economy/indicators/india-ranks-
142-in-latest-ease-of-doing-business-report-world-bank/articleshow/44967304.cms?from=mdr; Doing Business in India // World Bank.

URL: https://archive.doingbusiness.org/en/data/exploreeconomies/india

2 For more details on payments between Russia and India see: Zakharov A., Kapoor N. “India-Russia trade settlement: A way forward”// Observer Research
Foundation. August 2022. URL: https://www.orfonline.org/expert-speak/india-russia-trade-settlement-a-way-forward/ (in Russian)

3 Sazhin V.”On the North-South ITC: problems and prospects”// International Affairs. July 26, 2022 URL: https://interaffairs.ru/news/show/36291 (in Russian)
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Concerted efforts of both countries may
produce significant results in stimulating
entrepreneurship, expanding cooperation
in trade and investment as both the macro-
economy and entrepreneurs’  personal
perceptions of available opportunities have
changed greatly in both countries.

India’s 75" independence anniversary cele-
brated in 2022-2023 with the Azadi ka Amrit
Mahotsav (Great Independence Festival) ini-
tiative coincides with India’s presidency in the
Shanghai Cooperation Organization (SCO) and
in the G20. India's G20 presidency started on
December 1, 2022 with the slogan “One Earth,

Conclusions and Recommendations

Today, concerted efforts of all the interested par-
ties, primarily Russia’s and India’s governments,
could produce tangible results in bringing eco-
nomic cooperation to fruition by increasing
investment and trade, as well as by evening out
the emerging trade imbalances.

The leadership and business circles of both
countries have already demonstrated their great
adaptivity to unfavorable external circumstances,
and the ability to counter them, be it the financial
shocks of 2007-2008 or the COVID-19 pandemic
in 2020-2021. Despite current difficulties, new
opportunities for Russia and India stem from sig-
nificant macroeconomic changes in both states,
and from the entrepreneurs of the two states,
particularly those in Russia, changing their per-
ceptions regarding cooperation potential.

The new stage in developing bilateral relations
should prioritize the following tasks:

First, in order to bring to fruition, the available
opportunities going beyond traditional bilateral
trade areas, the leadership of both countries,
their institutions, academic circles, and media
should focus more on actively informing Russia’s
and India’s business circles and civil society about
economic and social trends emerging in the two
states, as well as relevant development tasks.
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One Family, One Future” inspired by a quotation
from the ancient Hinduist text Maha Upanishad
that reads “Vasudhaiva Kutumbaka” meaning “all
living creatures of Earth are a family” in Sanskrit.
True to the traditions set down by Jawaharlal
Nehru, India aims to continue to exert the much
needed “healing influence on the world” driven
by conflicts and darkened by tensions and envi-
ronmental disasters. Russia is sincerely interested
in bolstering India’s standing in international
relations and its economic growth. Russia-India
cooperation both meets the national interests
of the two countries and promotes global stabi-
lity as it advances, as Subrahmanyam Jaishankar
said, the successful development of the global
economy®*,

Second, financial infrastructure, transportation
and logistics connections need to be urgently
developed and enhanced.

Third, the most important task for the both the
governments of Russia and India is to safely
secure bilateral financial and commodity flows
from Western control. It will allow for the expan-
sion of Russian imports from India, and exports
to India; businesses in both states are seeking
for ways to increase them. Non-tariff barriers
that limit bilateral trade should be reviewed in
close cooperation with the businesses of both
states and account for the changed circum-
stances.

Fourth, people-to-people contacts should be
expanded. Tourism and creative industries need
to be prioritized. Excessive visa restrictions also
need to be reviewed.

If provided that a proper political course is
steered and leadership attention is placed on
businesses, the two countries’ entrepreneurs will
succeed; new opportunities to expand bilateral
economic cooperation and bolster their standing
in new areas will be met with success, especially
since the shifts in international relations and in
global markets are conducive to such develop-
ments.

%4“India, Russia vow to expand economic cooperation, including energy sector”// Business Standard. November 9, 2022. URL: https://www.business-standard.
com/article/economy-policy/india-russia-vow-to-expand-economic-cooperation-including-in-energy-sector-122110900001_1.html
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