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Introduction

Today, India and Russia are two major global powers. Together, they have
built a solid track record in their bilateral relations. The Soviet Union has upheld
its unwavering commitment to India ever since its independence and remained its
reliable and trusted political and economic partner. After the dissolution of the USSR,
Russia managed to salvage its ties with India, and this cooperation evolved into a
privileged strategic partnership. Building on the legacy of the Soviet-Indian friendship,
intergovernmental ties dominate Russia’s relations with India, which offers a robust
foundation for undertaking large-scale and system-wide economic projects in the
peaceful use of nuclear energy, promoting space cooperation, and fulfilling multiple
military-technical contracts.

For many years, bilateral trade between Russia and India failed to match the level
of political relations between them and steadily remained within the range from $10
to $13 billion without counting military-technical cooperation. But 2022 marked an
inflection point resulting not only from major geopolitical shifts, but also from an all-
out effort by both countries to transform and rebuild themselves over the past years.
In fact, India undertook deep-running economic reforms. In addition to this, the two
countries have been pursuing their digital transformation agendas, while India expanded
its middle class, and also strengthened and diversified its manufacturing base. Taken
together, these factors created the necessary prerequisites to enable the two countries
to forge closer business ties. India’s independent, consistent and neutral position on
the Ukraine crisis commanded a lot of respect within Russia’s political leadership, as
well as among its people, academia and businesses and had a major bearing in terms of
promoting bilateral business ties.

In 2023, bilateral trade reached an all-time high of $65 billion, overshooting an
earlier target of reaching $30 billion by 2025 as set by the leaders of the two countries.
This made Russia India’s fourth largest trading partner. Of this $65 billion total, Russian
exports were equal to $60.9 billion, with Indian exports totalling a meagre $4.1 billion.
In fact, India’s trade deficit with Russia is second only to the deficit it experiences in
its trade with China. Therefore, both countries are eager to mitigate this imbalance by
expanding and diversifying Indian exports to Russia and exploring new avenues and
formats for their bilateral economic partnership.
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However, all the red tape notwithstanding, regulators in both countries are
committed to removing the multiple barriers and bottlenecks that stand in the way of
expanding bilateral trade, economic and investment cooperation in the interests of both
Russia and India. They managed to resolve several urgent matters within just two years
by devising solid and effective settlement mechanisms for carrying out transactions in
national currencies, offering more logistics and insurance solutions for trade operators
in Russia and India, shielding bilateral financial and trade flows from unfriendly
interferences and enhancing their performance. Today, creating a two-lane business-
friendly and predictable investment and trade environment for both Russia and India can
be viewed as an utmost priority.

India has ambitious plans to diversify its economy and expand manufacturing
by undertaking programmes like Make in India, Make for India, Make for the World and
AatmaNirbhar Bharat (which translates as “A self-reliant India.”) Together, they have
helped significantly increase investment in India’s infrastructure and manufacturing.
Both countries stand to benefit from an effort to integrate Russia’s know-how with
India’s manufacturing capabilities. Russian companies have been looking for localisation
opportunities, exploring manufacturing and export incentives, and learning to recruit
Indian workers for their projects. “Make in India and sell not only in India or Russia, but
around the world” - this is a new dictum Russian and Indian companies must adopt as
they explore these new opportunities. Both countries stand to win from making active
use of the free trade zones and the preferential frameworks and incentives they can
offer in Russia and India. Russian companies have been proactive in exploring these
opportunities lately.

It is an open secret that Russia’s oil exports directly to India were the main driver
behind the surge in bilateral trade.Russia became India’s biggest crude oil supplier ahead
of Iraq and Saudi Arabia, which used to dominate this sector. Russia has also ramped up
its fertiliser exports to India several-fold in 2022 and 2023, while also becoming India’s
top 3 coking coal supplier. Bilateral cooperation in the energy sector goes beyond direct
fuel supplies. Investment is also a major factor with nuclear energy and investment in oil
and gas assets as the key elements. The Kudankulam NPP is Rosatom’s flagship project
with Nuclear Power Corporation of India Limited (NPCIL). It offers a comprehensive
framework, covering the project in all its aspects, from funding to personnel training.
The Moscow-New Delhi agenda also includes forging closer ties in nuclear energy by
choosing the location for a new VVER-1200 type nuclear power plant and building small
nuclear power plants while ensuring a high level of localisation.
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By the same token, we can treat bilateral trade statistics for 2024 with cautious
optimism.According to India’s Ministry of Commerce and Industry,! bilateral trade totalled
$46.8 billion in January-August 2024, up 6.8 percent year-on-year, with Russian exports
reaching $43.4 billion, up 5.4 percent, and Indian exports reaching $3.4 billion, up 30
percent. Russia remained India’s fourth largest trading partner behind the United States,
China and the UAE. The increase in Russia’s exports was attributable to the continued
growth in oil supplies which increased by 14.4 percent to $34.2 billion. There was also a
64.4 percent increase in sunflower oil exports to $1.3 billion, exports of legumes surged
by a factor of 36 to $404.2 million, and there was also a 33.3 percent increase in iron and
steel deliveries to $297.3 million. At the same time, certain categories declined in value
terms with coal shipments decreasing by 20.2 percent to $2.4 billion, a 38.1 percent
decrease to $1.8 billion for petrochemicals, a 39.6 percent decline to $998.7 for fertiliser,
and a 37.3 percent decrease to $556.2 million for diamonds. In fact, the increase in
exports from India was mainly due to machinery and equipment ($903.2 million, up 2.4-
fold), pharmaceuticals (up 13.5 percent to $284.8 million), electrical appliances (up 2.2-
fold to $272 million), organic chemicals (up 18.4 percent to $248.8 million), inorganic
chemicals (up 25.3 percent to 141.1 million), ceramics (up 24.9 percent to $102.1 million),
optical, measuring and medical equipment (up 12.7 percent to $86.7 million), and coffee,
tea and spices (up 27.3 percent to $77.7 million).

Within a short period of time, India emerged as Russia’s main supplier of medical
drugs by dethroning Western countries. India’s major export items also include steel and
corundum. Russia has also become one of the key markets for India’s shrimp producers.
The share of machinery and electronics in the overall exports is also growing - India
has become one of the main smartphone suppliers to the Russian market. Nevertheless,
despite the substantial increase in deliveries, Russia has not managed to find a place for
itselfamong India’s top 25 export markets. India can substantially consolidate its positions
on the Russian market by focusing on advanced industrial equipment, petrochemicals,
mining, chemical and food industries, printing and medical equipment, car and aviation
components, tires, electronics, textile, agricultural products, devices and tools.

Russian and Indian leaders have been describing ties between the two countries
as one of the most stable relationships in the world and reaffirmed their commitment
to maintain the special privileged partnership. Considering present-day geopolitical
uncertainty, both Moscow and New Delhi believe that efforts to expand bilateral trade

! Data source: Ministry of Commerce and Industry, Government of India.
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promote economic stability at home, while also serving as a positive stabilising factor
for the global economy in general. During the July 2024 summit, Prime Minister Narendra
Modi and President Vladimir Putin agreed on a new target to increase bilateral trade to
$100 billion by 2030.

Another harbinger of Russia’s effort to turn to the East over the past two years
has been the fact that Russian business media and publications by think tanks started
offering more coverage of present-day India. Researchers in international relations
and oriental studies have been working with Russian businesses to get a better insight
into the Indian economy, how to do business there and enable Russian companies
to gain a foothold in India. This way, Russian businesses are becoming better versed
in the Indian reality. India has followed down the same road, even if in a somewhat
more modest way. This report builds on earlier publications on Russia-India economic
cooperation in a new reality.? Its objective consists of analysing the latest trends and
suggesting recommendations on ways of effectively expanding bilateral investment
and trade ties in the coming years.

Russia-India relations in 2024

The year 2024 was special for both Russia and India. Narendra Modi
travelled to Moscow on an official visit on July 8 and 9, 2024.° This was
his first trip to Russia since 2019, after a long break in the long-standing
tradition to hold annual bilateral summits on an alternate basis. The
Covid pandemic notwithstanding, Vladimir Putin did travel to New Delhi
in December 2021. But Narendra Modi was in no hurry to visit Russia,
opting for having a meeting with Putin on the side-lines of the 2022 SCO
summit in Samarkand. There may have been an understanding in Moscow
that this has become a sensitive matter for India and could cause it some
domestic challenges, especially with the country approaching its 2024

2 Russia — India Relations in Broader Geopolitical Context // RIAC. N292, 2024. URL: https://russiancouncil.
ru/en/activity/publications/russia-india-relations-in-broader-geopolitical-context/; Developing Russia-India
Economic Ties Under New Circumstances // RIAC. N243, 2022. URL: https://russiancouncil.ru/en/activity/
policybriefs/developing-russia-india-economic-ties-under-new-circumstances/

* Leyla Turayanova. Modimania in Moscow: The Wide Resonance of Narendra Modi’s Visit // Valdai Discussion
Club. 15.07.2024. URL: https://valdaiclub.com/a/highlights/modimania-in-moscow-the-wide-resonance-of-
narendra/
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parliamentary election. This may explain why Russia did not insist on a
specific timeframe for holding this meeting, saying that it was ready to
host the Indian leader at his convenience.When Narendra Modi’s party won
the election and a new cabinet was appointed, the Indian leader chose
Russia as the destination for his first official visit to attend the bilateral
summit, and Moscow could not fail to notice this fact. This visit offered
the two leaders an opportunity to meet face-to-face. It was also a very
effective and highly symbolic event. President Putin presented Narendra
Modi with the Order of St. Andrew the Apostle the First-Called, Russia’s
highest state award, for his outstanding contribution to developing the
privileged strategic partnership and friendly bilateral ties. In fact, the
decision to bestow this order on Modi was announced back in 2019, when
the previous election campaign was at its peak in India — and Modi carried
the election by a wide margin, but it was only in 2024 that the Indian
leader received the order in person.

Titled Russia-India: Solid and Expanding Partnership, the 22"
summit resulted in the adoption of a joint statement.* It set forth a new
target for bilateral trade at $100 billion by 2030. In addition, in the
statement, the leaders instructed the corresponding agencies to draft
and coordinate a programme for promoting Russia-India cooperation
in strategic sectors until 2030 - the so-called 2030 Programme. So far,
the document has not been published. It is clear, however, that economy
will be front and centre in Russia-India cooperation, while the 2030
Programme will aim to create a favourable political environment to
enable the two countries to live up to their cooperation potential. Putin
and Modi’s joint statement covers economic cooperation in all its aspects,
from logistics and settlements to migration and labour. The two leaders
confirmed that the initiative to sign a free trade agreement between India
and the Eurasian Economic Union was underway, along with a bilateral
agreement on the free trade in services and investment. The 2030
Programme referred to a document titled Russia-India Trade, Economicand
Investment Cooperation Programme for Russia’s Far East in 2024-2029
as one of its key instruments. The statement also covered the principles
governing Russia-India cooperation in Russia’s Arctic as an integral part

4 Joint Statement following the 22" India-Russia Annual Summit India-Russia: Enduring and Expanding
Partnership // President of Russia. 9.07.2024. URL: http://en.kremlin.ru/supplement/6168
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of an earlier document - the Memorandum of Understanding between
Russia’s Ministry for the Development of the Far East and the Arctic and
the National Institution for Transforming India (NITI Aayog). Russia and
India also signed a memorandum setting forth a framework for their
cooperation in the Russian Arctic zone at the 5™ Eastern Economic Forum
in Vladivostok in 2019. This programme provides for drafting roadmaps
for launching specific joint projects in Russia’s Far East and the Arctic.

In 2024, Russia also chaired BRICS. Following their Moscow summit,
the next face-to-face meeting between the Russian and Indian leaders
took place on October 22 on the side-lines of the BRICS Summit in Kazan.
The idea that India does not view BRICS as a priority has taken hold
within the Russian establishment over the past years, as if BRICS for India
was just one of the multiple frameworks in which it took part. Indeed,
the level of India’s participation in BRICS events, especially after 2022,
sometimes does not live up to Russia’s expectations. In India, many view
BRICS as an informal get-together with China as its lead actor. This led
Moscow to view India as a reliable, albeit not overly enthusiastic, partner
in terms of BRICS cooperation.

However, it was India which came up with the notion that instead
of seeking to antagonise the West BRICS must focus on offering an
alternative vision. Moscow and other BRICS capitals took this vision on
board and placed it at the core of the BRICS concept. In an interview
with a Western journalist in 2024, Subrahmanyam Jaishankar kept
saying “we” when referring to BRICS. India’s Foreign Minister went on
to say that BRICS took shape while India and other countries were
prevented from joining the Group of Seven.’” These statements by this
popular and respected official resonated in and beyond India. In fact,
BRICS does matter for India not only considering its growing political
weight and influence in global affairs,® but also because India as one
of BRICS founding members likes the way it operates, including when it
takes decisions by consensus. Even more importantly, India is committed

5> See https://www.youtube.com/watch?v=28weH5GQCiQ

¢ BRICS already accounts for 42 percent of the world’s forest resources, 29 percent of fish production, 31
percent of agricultural land, 36 percent of arable land, and 35 percent of fresh water reserves. BRICS accounts
for 48 percent of global wheat production, 39 percent of corn and 55 percent of rice production.
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to ensuring greater justice for all in global politics and economy, and
BRICS initiatives reflect this vision by seeking to make global supply
chains more resilient and counter Western monopolies, for example,
in food and digital platforms. Considering that the West has de facto
made international economic mechanisms like the WTO and the IMF
ineffective, BRICS initiatives, if implemented, could have a positive
bearing on the economies of the participating countries and pave the
way to building an economic framework with greater justice for all in
a multipolar world. The group’s key initiatives as presented in Kazan
included creating a BRICS investment platform which will work in close
tandem with the new settlement mechanisms, as well as a blockchain-
based BRICS payment system, a BRICS grain exchange with plans to
turn it into an independent commodities trading platform, as well as a
dedicated platform for trading in diamonds and precious metals.

It was during the BRICS Summit in Kazan that the world learned
about Beijing and New Delhi reaching an agreement to de-escalate their
border crisis, which had been casting a shadow on their bilateral relations
for over half a century. China remained one of India’s main trading partners
despite the escalation resulting from the bloody confrontation along the
line of actual control in 2020. In fact, China is India’s number one importer.
This agreement may lead to an increase in Chinese investment in the
Indian economy and more yuan-denominated payments in India’s trade,
including with Russia, considering that 90 percent of their transactions
are already carried out in national currencies instead of dollars and
euros.” In any case, the fact that two of Moscow’s major allies improved
their relations marked a major milestone in 2024. During his question-
and-answer session at the annual meeting of the Valdai Discussion Club,
Vladimir Putin described the leaders of India and China as experienced
and savvy executives who prioritise the future of their nations and are
willing to compromise. Putin also disagreed with one of the Chinese
participants and said that India had to be listed among the leading world
powers alongside the United States, Russia and China.® This statement

7 According to Russia’s Trade Mission to India, transactions in national currencies accounted for 88 percent of
total transactions in the first eight months of 2024.

® Valdai Discussion Club meeting. Vladimir Putin took part in the plenary session of the 21t annual meeting
of the Valdai International Discussion Club // President of Russia. 7.11.2024. URL: http://en.kremlin.ru/events/
president/news/75521
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by the Russian President resonated across India and made headlines
in its media.

Already rich in new developments and results, the year 2024 ended
with a regular meeting of the Russia-India Intergovernmental Commission
for Trade, Economic, Scientific, Technical and Cultural Cooperation. Co-
chaired by Subrahmanyam Jaishankar and Denis Manturoy, it held its
meeting in New Delhi. This meeting coincided with a major business
forum in Mumbai, which attracted both Russian and Indian businesses.
In addition to this, Moscow hosted the first Russia-India Investment
Forum in 2024. As usual, Indian companies and experts took part in the
international economic forums in St Petersburg and Vladivostok. There
were also quite a few intergovernmental meetings, business forums,
exhibitions and fairs, educational missions and expeditions, as well as
B2B events in both Russia and India. By establishing and maintaining
direct contacts, businesses can keep their demand and supply projects
up-to-date, come up with mutually beneficial solutions, fine-tune their
trade and investment ties and ensure that the efforts by companies and
business leaders in both countries are complementary.

From traditional sectors
to new horizons

Nuclear

Narendra Modi visited the Atom pavilion at VDNKh in Moscow during
his July 2024 visit. This was a symbolic gesture for him to emphasise
Russia’s excellence in peaceful nuclear energy, as well as an opportunity to
review what Russia and India have already achieved by working together
in this sector and outline development plans. The Indian Government
views nuclear power as a safe, eco-friendly and beneficial source of
energy. While oil and coal currently dominate India’s energy mix, nuclear
energy is expected to play an increasingly important role, and the Indian
leadership has been proactive in its efforts to deliver on this vision.

11
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The intergovernmental cooperation agreement to build the
Kudankulam Nuclear Power Plant dates back to 1988, followed by a
supplementary agreement in 1998.° It will have six 1,000 MW reactors.The
first two have already been launched and four more 1,000 MW units are
under construction, at various stages. The first reactor was integrated into
India’s energy grid in 2013, and became operational in 2014, followed by
its official launch in 2016.Today, it is India’s most powerful nuclear reactor.
It meets all the latest security requirements too. The second reactor was
connected to India’s national energy grid for the first time in August 2016,
and was launched in late March 2017. Kudankulam serves India’s southern
part,including Kerala and Tamil Nadu,a vibrant state with arapidly growing
economy. These two reactors have already generated 100 billion kW/h for
India’s energy grid. Rosatom developed a series of bespoke innovative
solutions for the Kudankulam NPP, including a system of hydrotechnical
structures for ensuring an uninterrupted supply of seawater for cooling
purposes and preventing any potential negative environmental impacts.

Russia is interested in forging closer ties with India in the nuclear
sector and devising an agenda for working together. It must cover a wide
range of matters, many of which go beyond the conventional domains.
For example, this could include building a new, even more powerful NPP
in India under Russia’s VVER-1,200 project, as well as building small-
yield floating or ground-based NPPs, localising equipment manufacturing
and working together on making components for NPPs. This could also
include undertaking joint projects in third countries as exemplified by the
way Russia and India have cooperated when building the Rooppur NPP in
Bangladesh. There are also uranium supplies and prospects for working
together on the fuel cycle, as well as using nuclear technology outside of
the energy sector, including in the healthcare industry. India and Russia
are also ready to work together on fourth-generation nuclear technology,
which includes cooperation on fast-neutron reactors, VVER technology,

° MepBas ouyepeab ADC «KymaHkynam» Bbigana 100 mnpa kBT u B 3Heprocuctemy Muaum // Atom Menma.
26.07.2024. URL: https://atommedia.online/2024/07/26/pervaya-ochered-aes-kudankulam-vyda/
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closed nuclear cycle and other advanced spheres such as thermonuclear
synthesis and quantum technology.®

India has yet to choose the location for the new NPP, as mentioned
in the July 2024 joint statement by Vladimir Putin and Narendra Modi:
“Both Sides noted the importance of further discussion on the second site
in India in accordance with earlier signed agreements.”*!

Oil

Energy resources remain one of the key elements of Russia-India
trade and are set to continue to serve as India’s economic development
driver in the near future. The two countries have already built a solid
track record in their energy cooperation long before the 2022 surge in
Russia’s oil deliveries to India. Soviet specialists played an important
role in building India’s oil production and processing sectors. Back in
the second half of the 1950s, Soviet geologists took part in prospecting
expeditions in Assam, Gujarat, West Bengal, and Tamil Nadu. Soviet
experts discovered both onshore and offshore oil and natural gas
deposits, including in Khambhat and Ankleshwar (Gujarat), Rudrasaga
(Assam) and Kalol (Gujarat). They also enabled India to start producing
and processing oil on its own. The USSR also helped India build major
oil processing plants in Mathura (Uttar Pradesh), Koyali (Gujarat) and
Barauni (Bihar). In addition, many Indian geologists and professionals
working at the country’s largest oil and gas production and processing
companies studied in the USSR or in Russia. They speak Russian and have
a lot of respect for Russian experts. Today, India’s goals for this sector
include not only securing reliable energy imports at the best price, but

10 PocaToM HaMepeH pa3BuBaTb B MHAMM GbicTpble aaepHble TexHonoruun // TACC. 9.07.2024. URL: https://tass.
ru/ekonomika/21313663

11 Joint Statement following the 22" India-Russia Annual Summit India-Russia: Enduring and Expanding Part-
nership // President of Russia. 9.07.2024. URL: http://www.en.kremlin.ru/supplement/6168
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OIL AND GAS
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also to expand its own oil, gas and coal output. A proactive effort is
underway to carry out onshore and offshore geological surveys as well
as to find ways to increase production at the existing sites considering
that most of them have complex geology. Rosgeo and India’s Geological
Survey of India, a structure within the country’s Ministry of Mines, have
been serving as a cooperation platform for Russian and Indian geologists.
Geological surveys, oil-related services, petrochemicals, and projects to
develop oil and gas transport infrastructure offer promising avenues for
Russian investment in India where Russian companies benefit from a
positive image.

India has been seeking to change its energy mix and has been
largely successful in its efforts. But while the share of renewables and
nuclearenergy has beenontherise,innominaltermsIndiaissettoreplace
China as the biggest growth driver in global oil and coal consumption.
Over the past two years, Russia has become a leading oil supplier to the
Indian market with a share between 35 and 40 percent of India’s total
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oil imports.’? India pays market prices for the oil it buys since Indian
regulators, which set the rules of the game for Indian companies, have
been unwilling to give in to the attempts by Western actors to impose any
price caps or force Indian companies and banks to disclose their pricing
mechanisms. India, in turn, became a major oil supplier to the US market,
the world’s biggest oil consumer, and the EU, including the Netherlands,
which is home to a major international trading hub.'®* As for insuring oil
shipments by sea, India has issued permits to four Russian companies,
namely Ingosstrakh, Alfa Insurance, Sogaz and VSK, and created its own
re-insurance pool within General Insurance Corporation of India, its re-
insurance agency, back in June 2022.

Gaining a solid foothold in the Indian energy market is essential
for Russia. Both New Delhi and Moscow want to ensure steady and
predictable supplies. This can be done by signing long-term contracts,
designating the key Indian ports for processing Russian shipments, as
well as working together on insurance, shipbuilding, and transport.
Several Russian companies signed agreements to this effect with their
Indian partners back in 2023 at the Bangalore energy forum. In 2024,
Rosneft and Mukesh Ambani’s Reliance Industries Limited (RIL), a leading
Indian corporation which owns one of the most advanced refineries in
the world in Jamnagar, Gujarat, signed a unique cooperation agreement!*
worth $13 billion. Rosneft undertook to deliver various kinds of Russian
crude by sending about 20 Aframax-class tankers that have a capacity
between 80,000 and 100,000 tonnes to RIL every month, as well as
three tankers carrying 100,000 tonnes of fuel oil each. Deliveries are
scheduled to begin in January 2025 and will continue for ten years with
an option to extend the agreement for another ten-year period. It is
not that Reliance has not bought Russian oil before, though. In 2017, it
created a joint venture with Sibur to make butyl rubber. As for Rosneft,

12 TnaBHbIM NoKynaTesb: Kak pa3BuBaeTcs coTpyaHuyectso P® u MHoun B HedTerase // PBK. 5.09.2024. URL:
https://www.rbc.ru/industries/news/6659d7269a7947a78ccc070a?from=industries_article_body

13 Russian oil finds its way to Europe via India; India now biggest exporter of fuel to EU // Deccan Herald.
10.11.2024. URL: https://www.deccanherald.com/india/russian-oil-finds-its-way-to-europe-via-india-india-
now-biggest-exporter-of-fuel-to-eu-32700727?utm_source=izooto&utm_medium=push-notification

* Reliance signs 10-yr deal with Russia’s Rosneft for $12-13bn a year oil import // The Times of India.
13.12.2024. URL: https://timesofindia.indiatimes.com/business/india-business/reliance-signs-10-yr-deal-with-
russias-rosneft-for-12-13bn-a-year-oil-import/articleshow/116269140.cms
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it has delivery contracts with other Indian companies too, including
Indian Oil Corporation. Still, RIL and Rosneft created a new partnership
by signing the biggest deal in this sector.

Of all the Russian companies, Rosneft has the most experience
when it comes to working with India. Building this track record requires
senior corporate executives to become personally involved, as well as their
commitment to dedicate their time and effort to these undertakings on top of
allocating the necessary resources. Rosneft has been proactive in promoting
an integrated framework when working with its Indian partners along the
technological chain, covering all stages from extraction to refining and selling
oil products. Since 2016, Indian companies ONGC Videsh Ltd., Oil India Limited,
Indian Oil Corporation and Bharat Petroleum have owned a 49.9 percent stake in
Vankorneft, Rosneft subsidiary. Located in Krasnoyarsk Territory, this company
develops the Vankorskoye oil and gas condensate deposit, one of the biggest
production sites Russia discovered and launched over the past 25 years. Oil
India Limited, Indian Oil Corporation and Bharat Petroresources also formed a
consortium that owns a 29.9 percent stake in Taas-Yuryakh Neftegazodobycha,
the developer of the Kurugun Licensing Section of the Srednebotuobinskoye
Deposit,one of Rosneft biggest assets in Eastern Siberia.> ONGC Videsh Limited,
an Indian shareholder, owns a 20 percent stake in the Sakhalin-1 oil and
gas project. The Indian company did not withdraw from the project after its
restructuring when a new operator had to be established and is now working
on re-appropriating its stake. All these projects can generate hefty returns
on investment for Indian operators. Rosneft’s biggest investment outside
Russia went to Nayara Energy, an oil refining company previously known as
Essar Oil Limited. Rosneft bought a 49.13 percent stake in it back in 2016. This
company owns Vadinar, India’s third biggest refinery, a petrochemical plant
making polypropylene, as well as a retail chain of over 6,500 fuel stations,
port infrastructure and power stations. In December 2024, Vladimir Putin
mentioned Rosneft as the company that made the biggest investment in the
Indian economy to the tune of $20 billion.

> Uropb CeunH coBeplumnn pabouyto noesaky B MHauwo // PocHedTs. 29.03.2023. URL: https://www.rosneft.ru/
press/releases/item/214119/

16 Russia Calling! Investment Forum. Vladimir Putin took part in the plenary session of the Russia Calling!
forum. President of Russia. 4.12.2024. URL: http://en.kremlin.ru/events/president/news/75751
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LNG

LNG is one of the most promising sectors for Russia-India
cooperation. Instead of focusing exclusively on direct shipments, the two
countries must adopt an integrated approach from carrying out geological
surveys, gas production, and offering Indian companies to buy Russian
assets to working together on building gas transportation, distribution
and production infrastructure. Today, natural gas accounts for a very tiny
fraction of India’s energy mix at just over 6 percent. However, the Indian
government plans to increase it to 15 percent by 2030.'® In terms of
shipment volumes, this could mean reaching 115 bcm by 2030 compared
to the present-day volume of 60 bcm. This growth can be achieved by
expanding domestic production, but imports will still play the biggest
role. India is expected to invest about $67 billion along the value chain
to develop the required infrastructure, including LNG terminals, storage
facilities, gas pipelines and gas-powered power plants. India already
ranks fourth in the world in terms of LNG imports and processing. Its
main suppliers include Qatar, as well as Nigeria, the United States, and
Australia. Qatar stands out considering its geographical proximity with
India’s west coast. Five of its existing LNG terminals are there, compared
to only two along the east coast. The west coast also offers a better
developed network of gas pipelines and processing infrastructure. India
has been proactively building LNG terminals, including along its east
coast, with Adani Ports, which is part Gautam Adani’s conglomerate, as a
major player when it comes to building new port infrastructure.

Many experts in this sector believe that high costs associated with
LNG constitute the main barrier for increasing its share in India’s energy
consumption.? In fact, India uses most of its gas to make fertilisers,

17 Russia has some experience in working with India on building gas pipelines. This includes Stroitransgaz,
which has carried out several projects in India together with Hindustan Petroleum Corporation Ltd., Gammon
India Ltd. Reliance Gas Transportation Infrastructure Ltd., Indian Oil Corporation, Essar Construction Ltd., Gujarat
State Petronet India Ltd.

18 Muama no 2030 roga HanpasuT Ha pa3BUTME HedTera3oBoit oTpacav okono $67 mnpa // Untepdaxc. 6.02.2024.
URL: https://www.interfax.ru/business/944755

¥ Indian LNG demand has questions to answer // Global Energy Infrastructure. 3.06.2024. URL: https:/
globalenergyinfrastructure.com/news/2024/03-march/indian-lng-demand-has-questions-to-answer/
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which play a crucial role in its agriculture, and are also a major social
and political factor, so much so that the state subsidises their prices
despite all the associated costs. Gas consumption by households, power
plants or manufacturers has not been growing due to its high price. It
cannot compete against cheaper sources of energy, such as solar power.
India invariably increases LNG imports whenever there is a decline in
market prices. It is for this reason that Indian customers prefer spot
transactions. Considering this approach to buying LNG in a nascent
domestic market, long-term contracts may present an exceptionally
valuable proposition.

The volume of LNG coming to India from Russian producers has
been relatively small at 3 million tonnes per year.?° Russian LNG comes
to India from the European spot market. Germany’s move to confiscate
Gazprom Marketing & Trading in 2022, when it already had contracts with
India, only made things worse. Back in October 2012, Gazprom Marketing
and Trading signed a 20-year contract to deliver LNG to Gas Authority
of India Limited (GAIL), an Indian entity which can be compared to what
Gazprom represents in Russia. Under this contract, GA/L was expected to
receive 3.4 bcm of LNG every year. In November 2017, Gazprom notified
GAIL that it was getting ready to launch LNG shipments in the first
half of 2018, and in June of this year the first shipment was carried
out.?? In October 2021, India received its first direct LNG shipment from
Yamal LNG. The tanker sailed along the Northern Sea Route, before
reaching the Indian Ocean through the Pacific and docking at the GA/L
terminal in Dabhol, Maharashtra, on India’s west coast. The move by
the German government to nationalise Gazprom Marketing and Trading
made LNG shipments challenging, if not impossible, in late May 2022.
The company has not been able to fulfil its LNG delivery contracts and
also had contracts to receive LNG from Russia. Today, it is not India
but Germany with its deficit in pipeline gas that emerged as a primary
destination for Yamal’s LNG. It is quite likely that the new executive
team at Gazprom Marketing and Trading will refrain from fulfilling the
company’s contractual obligations.

20 Poccus M MMHAMS M3yYaloT BO3MOXHOCTb YBEANYEHUS nocTaBok rasa // TACC. 9.07.2024. URL: https://tass.ru/
ekonomika/21317331

21 Ta3npoM HayHET nocTaeku CMNI MHAauiickoi Gail B 2018 ropy. Poccuitckas KOMNaHusa fosixxHa B TeyeHue 25 net
noctasutb B MHAmMto 2,5 maH ToHH CIMTM // TACC. 16.01.2018. URL: https://tass.ru/tek/4877273
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Sanctions targeting Yamal LNG, Arctic LNG-2, Arctic LNG-
1, Sakhalin-2 projects, as well as Novatek’s assets, were designed to
strangle an entire sector in Russia and to make it much harder to
undertake initiatives, while depriving the country of the technology and
transport capabilities it needs.?? In 2024, the United States imposed
its first sanctions against two companies registered in India for trying
to import LNG from Arctic LNG-2. However, India refuses to recognise
unilateral sanctions or to join any measures of this kind. Still, the
Indian government and especially its businesses have come under
unprecedented pressure from Western countries.

Nevertheless, Russia views this sector as a strategic priority and has
persevered in its effort to develop it, even if at a somewhat slower pace.
It will now have to build its own ice-class (Arctic) fleet of tankers, gas
carriers and bulkers, and also develop LNG technology and manufacture
high-technology equipment. All this complicates Russia’s cooperation
with India in this sector. Cognizant of the potential and importance of
developing this major emerging market, Russian suppliers are eager to
offer their products at the best possible price in India. There are ongoing
talks with Indian investors and buyers.Byworking together along the entire
LNG value chain, the two countries can not only guarantee uninterrupted
supplies, but also secure the price advantage India needs.

Arctic and the Far East

Russia attaches great importance to its Arctic zone. In 2020, the
country adopted the Strategy for Developing the Arctic Zone of the Russian
Federation and Ensuring National Security until 2035.2> This importance
stems from the potential the Arctic offers in terms of its resources and
transport capabilities, as well as its strategic location and the way it
affects,and is affected by, the global climate and environmental processes
and agenda. Under this strategy, Russia is expected to invest $187 billion

22 For example, DSME, a South Korean shipyard, terminated a contract to build three LNG carriers for Arctic
LNG - 2. French, Chinese and Japanese investors withdrew from the project.

2 (CtpaTterns passuTusa ApkTuueckoi 30HbI Poccuiickoit Depepaumnm M obecneyeHuss HaUMOHANbHOM
6e3onacHocTu Ha nepuop o 2035 roga // CoseT be3sonacHoctn Poccuiickoin ®epepaumun. URL: http://www.
scrf.gov.ru/media/files/file/hcTiIEHNCdn6TqQRM5A677n5iE3yXLi93E. pdf
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by 2035 in developing its Arctic zone. These funds will go towards
developing the Northern Sea Route, exploring and launching oil and gas
deposits, building LNG plants, extracting metals, as well as embarking on
a comprehensive effort to enhance social and economic development of
the Arctic regions, while promoting research, introducing new technology
and building advanced infrastructure. In fact, whether Russia succeeds
in achieving its goal of increasing its share on the global LNG market to
20 percent by 2035 hinges by and large on its ability to benefit from the
Arctic’s potential.2* Among Russian companies, NOVATEK and Rosatom are
expected to play a key role in these efforts.

Russia will have to perform a delicate balancing act by teetering
between reaching out to other countries for attracting investment in
Arctic projects, undertaking joint research projects, sharing technology
and expanding trade, while retaining its exclusive control over the Arctic
territories and the Northern Sea Route in terms of setting navigation rules,
icebreaker support, maritime safety and environment protection, which in
turn should not compromise international transits along the Northern Sea
Route.?® Regarding the Arctic, Russia’s Foreign Policy Concept?® provides
for promoting mutually beneficial cooperation with non-Arctic states
ready to engage in constructive ties with Russia and seeking to undertake
international projects in this region. The Northern Sea Route is set to play
an instrumental role in transporting LNG from the Russian Arctic to Asia.

India obtained observer status within the Arctic Council in 2013
and went on to present its policy framework for the Arctic in 2022.7
Compiled in large strokes, this document does not mention cooperation
with any specific countries, including Russia. However, it does offer a

2 llenb - 20% mMupoBoro pbiHka. 13 mapTta 2024 r. // LAY T3K. 13.03.2024. URL: https://www.cdu.ru/tek_russia/
articles/3/1219/

5 More details on the transformation of Russia’s Arctic strategy: CyweHuoB A., Hasapos 0., Macakos I,
LlasxmeToB H. ApkTnyeckas 3oHa Poccuiickoit Mepgepaumm: pucku M nepcrnekTUBbl pa3BuTus // IKOB M NapTHEPSI.
2024. URL: https://yakovpartners.ru/upload/iblock/968/ukztlg03jujpjzpromv081l23hpaolhc/Arkticheskaya-
zona-RF.pdf

26 The Concept of the Foreign Policy of the Russian Federation (approved by Decree

°f the President of the Russian Federation// Russian Foreign Ministry. 31.03.2023. URL: https://mid.ru/en/
foreign_policy/fundamental_documents/1860586/

7 India’s Arctic Policy. Building a partnership for sustainable future // Ministry Of Earth Sciences. 2022. URL:
https://www.moes.gov.in/sites/default/files/2022-03/compressed-SINGLE-PAGE-ENGLISH.pdf
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detailed insight into why India views Arctic as a major priority and lists
its core areas of interest. They include science and research, climate
and environmental protection, economic and human development,
transportation and connectivity, governance and international
cooperation, as well as national capacity building, i.e., the opportunities
India has for working in the Arctic. India is the only emerging economy,
apart from China,which has a permanent research station on Spitzbergen
(Svalbard). The key imperatives fuelling India’s resolve to step up its
cooperation with Russia in this region include the economy, climate, and
the need to serve as a counterweight to China’s Arctic presence. Indian
experts believe?® that the Arctic’s abundant reserves of hydrocarbons
and minerals can be instrumental for ensuring India’s energy security.
Meanwhile, with Arctic ice melting due to climate change, this can
directly affect India’s 1,382 insular territories. Arctic’s warming climate
also impacts monsoon rain patterns which in turn define the wellbeing
for almost 58 percent of India’s population working in the agricultural
sector. Therefore, keeping a close eye on what is happening in the Arctic
matters greatly for India.

In terms of practical implications, this has translated into top-level
contacts between Russia and India on these matters evolving into specific
undertakings. In October 2024, New Delhi hosted the first meeting of the
Russia-India working group for cooperation on the Northern Sea Route.?
Rosatom’s special representative for Arctic development Vladimir Panov
acted as the Russian co-chair, while India’s Additional Secretary in the
Ministry of Ports, Shipping and Waterways Rajesh Kumar Sinha headed
the Indian section. Russia and China launched a similar structure back in
2017. New Delhi focused on joint projects in building ships for the Arctic.
The meeting’s agenda covered goals and projections for transporting
goods between Russia and India along the Northern Sea Route (up to 5
million tonnes in mutual trade flows by 2030), as well as opportunities
for offering Indian sailors training in navigating Arctic waters. The
participants also reviewed the draft intergovernmental memorandum of

28 Bisen A. Arctic: The New Frontier of Power Play // Vivekananda International Foundation. 23.12.2024. URL:
https://www.vifindia.org/article/2024/december/23/Arctic-The-New-Frontier-of-Power-Play

2 MpepctaButenu «Pocatoma» NpuHANM yyacTe B NepBOM 3aceaHUU POCCUMCKO-UHAMIUCKONM paboyeii rpynnbl
no cotpygHuyectey no CesepHoMy MopckoMy nyTtu //Atom Mepua. 11.10.2024. URL: https://atommedia.on-
line/2024/10/11/predstaviteli-rosatoma-prinyali-uch-6/
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understanding for promoting cooperation in shipments by sea along the
Northern Sea Route.

Signed in Moscow in July 2024, the document on Russia-India
cooperation in the Far East and the Arctic*® offered its parties an
opportunity to reaffirm their commitment to stepping up investment ties.
This framework defines the key areas for expanding India’s cooperation
with regions in Russia’s Far East, with a special emphasis on agriculture,’!
energy, minerals extraction, diamonds, labour, pharmaceuticals and
maritime transport. There is already an oil and gas producing hub in the
Far East, and the project to create a world-class petrochemical hub is
underway.

That said, Russia’s Far East has much more to offer beyond its
natural resources. In fact, this territory and the Russian Arctic are home
to 18 priority development territories, which operate as independent
platforms where investors can set up new manufacturing capabilities.
Russia is committed to promoting high-technology and creative clusters
in its Far Eastern regions and has been proactive in attracting Asian
investors, including from India, to join these efforts.

India has so far been reluctant to invest in these undertakings.
Nevertheless, it has been helping Russian Far Eastern regions forge
closer ties with Indian businesses. In 2024, Russia’s Ministry for the
Development of the Far East and the Arctic sent its delegation to Vibrant
Gujarat, a major economic forum in India taking place in Narendra Modi’s
home state, which prides itself for its entrepreneurial traditions and has a
solid economy. Prime Minister Narendra Modi took part in the 5" Eastern
Economic Forum in Vladivostok in 2019 as the guest of honour. It is there
that he coined the Act Far East! slogan. And it was then that so many
Indian business leaders discovered and started exploring the economic
potential this vast region has to offer. During the forum, Russia and India
announced plans to develop the Vladivostok-Chennai maritime corridor,

30 Programme of Russia-India cooperation in trade, economic and investment spheres in the Russian Far East
for the period in 2024 -2029 and Principles for Cooperation in the Arctic Zone of the Russian Federation.

31 The Far East has 2.5 million hectares of arable land and more than 4 million hectares of pastures and
hayfields. In the southern Far Eastern regions, the vegetation period is from 130 to 200 days.
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also known as the Eastern Maritime Corridor. This route is expected to
emerge as a new major transport link between Russia’s Arctic and its Far
East, on the one hand, and India, on the other. Major Russian transport
companies joined the effort to develop this corridor. Back in 2019
during the Vladivostok forum, India promised Indian companies willing
to develop their operations in Russia’s Far East credit lines of up to $1
million, but this initiative has yet to materialise. Still, Modi helped raise
awareness about this region among Indian businesses. Their executives
are exploring various opportunities in shipbuilding, medicine, plastic
production and recycling, building port infrastructure, tea packaging,
diamond processing, and investment in oil and gas deposits, as well as
coal, copper and other assets.

Coal

The Indian market will matter greatly for the Russian coal sector
in the coming years. Despite India’s efforts to reduce the share of coal in
its energy mix, various projections predict that the country will continue
relying on coal at least until 2040, while its consumption is expected to
increase in the short-term. In fact, India’s largest power plants use coal
as their primary fuel. It accounts for 89.2 percent of fuel used by these
plants, while gas has a share of just 10.6 percent, and diesel covering
the remaining 0.2 percent. India has also been increasing both imports
and domestic production. The country’s growing demand for coal is
fuelled by its energy needs, as well as the major infrastructure projects
it carries out. Russian coal companies have been proactive in expanding
their foothold in the Indian market by supplying steaming coal, coking
coal and anthracite there. In this sector, they face competition from
Australia and South Africa who have been able to earn a higher margin.
In 2021, Russia’s Ministry of Energy and India’s Ministry of Steel signed a
memorandum of understanding on working together in the coking coal
sector for producing steel. It provides for a 40 percent increase in coking
coal exports to India by 2035. Developing the required infrastructure in
both Russia and India will have special importance for increasing these
supplies. Companies from Russia’s Far East will have a competitive edge
in managing India-bound exports considering the specifics of the Russian

23
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logistics sector. However, coal terminals along India’s east and northeast
coasts where most of the steel mills are located cannot take in Panamax
class high-tonnage vessels or larger ships, while smaller ships mean
lower profit margins. The effort to expand and streamline these deliveries
on a mutually beneficial basis hinges upon mutual investment in assets,
infrastructure, logistics, sharing expertise and technology, and facilitating
direct contacts between Russian suppliers and Indian metals companies.

Fertiliser

India is mainly an agrarian economy where most farmers have less
thanahectare of land at their disposal. When soils face extreme exhaustion,
fertilisers become a vital necessity. This is what prompted the state to
shoulder much of the burden in ensuring their supplies. The importance
of fertiliser in Indian politics has been so great that during his meeting
with Vladimir Putin in July 2024 Narendra Modi placed a special emphasis
on this topic by saying: “It was thanks to Indian-Russian friendship, to
our personal friendship that we managed to prevent problems for Indian
farmers and satisfied their fertiliser requirements. Our personal friendship
had a special role to play in this. We are fully committed to protecting the
interests of Indian farmers by taking advantage of our cooperation.”*?

Speaking on the side-lines of the November 2024 business forum
in Mumbai, President of the Russian Association of Fertiliser Producers
Andrei Guryev said: “India is the world’s second largest fertiliser importer
with over 22 million tonnes of annual imports.Russia accounts for a quarter
of these deliveries. Mineral fertilisers guaranteed long-term growth and
high crop yields for the Indian agricultural sector. Over the past decade,
Russian companies increased their supplies to India by a factor of six, and
this trend accelerated over the past three years. In the first nine months
of 2024, Russian producers increased their share on the Indian market
to 28 percent.”®*® Russia delivers nitrogenous phosphatic and potassium
fertilisers to India, as well as diammonium phosphate, monoammonium
phosphate along with other products.

32 Begininng of the Russia-India talks // President of Russia. 9.07.2024. URL: http://www.en.kremlin.ru/events/
president/transcripts/74519

35 Anppei lypbeB NpuHan yyacTue B pabote nHAMIMACKO-poccuiickoro busHec-dopyma // Poccuitickas accoumaums
npoussogutenen ypobpenun. 12.11.2024. URL: https://rapu.ru/news/glava_rapu_andrey_gurev_prinyal_
uchastie_v_ra/5840/
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FERTILIZERS

India ranks second on the planet Factors influencing demand for fertilizers
@ in fertilizer imports

P> Soil depletion
According to the results
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p Government subsidies for farmers to purchase fertilizers
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India imports Russian producers . X X R
over 22 million occupied 28% of the P> Increased production of agricultural products for export and domestic consumption

tonnes of fertilizers Indian market
annually p Monsoon-based economy with a high degree of uncertainty in forecasts

p Growing fragmentation of land plots, predominance of rural population,
and consequently, high political and social importance of fertilizer availability

Considering India’s five-percent import duty, Russian producers
view trade barriers as one of the obstacles preventing them from
expanding their exports. Having the EAEU sign a free trade agreement
with India could help remove this roadblock. However, this could be a
double-edged sword with both positive,as wellas negative consequences.
Indian farmers may benefit from effective and eco-friendly products as
they become increasingly available, but this could also pose a threat to
segments controlled by Indian fertiliser producers. This is just one of
the examples to explain why India is reluctant to make any bold moves
in terms of facilitating and liberalising its foreign trade frameworks
even with its most reliable partners.

Russia and India have established a Joint Fertiliser Committee to be
abletorespondto India’s needs in an agile manner.Russian producers have
been receiving urgent requests from their Indian counterparts channelled
through senior Indian and Russian government officials. There are several
factors to explain why this approach has been necessary, including the
fact that the monsoon seasons largely define the way the Indian economy
operates, the unpredictable nature of its agricultural production, and
the fact that this sector has a lot of weight in domestic politics. Another
standout feature for India is the high level of fragmentation in its supply
and distribution networks, with Indian importers willing to wait it out
in order to buy fertiliser at the lowest possible price, while already
working with major Russian exporters who can guarantee their supplies.
This approach disrupts supplies to the end consumers, causing the
overall statistics to fluctuate with sudden ups and downs. As for Russian
producers,they are ready to meet India’s growing demand for fertiliser.Just
like in other sectors, Russia is interested in signing long-term contracts
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guaranteeing steady supplies directly with Indian importers by fixing
mutually beneficial prices or at least by agreeing on volumes and prices
in advance. This forms the gist of what Russian producers have to offer to
their Indian counterparts.

Industrial cooperation.
Mutual investment

Jawaharlal Nehru’s visit to the USSR in 1955 prompted him and
his team to put India on the path to building a mixed economy by relying
on both capitalist and socialist methods, which meant preserving private
property while ensuring that the state retains control over strategic sectors.
Moscow welcomed India’s willingness to learn from the Soviet know-how
and its commitment to building an Indian-style socialist society. This was
how the Soviet Union started helping India gain an expertise in research
and various manufacturing sectors, primarily in the heavy industry, including
iron and steel, the non-ferrous metals industry, and energy. The Soviet Union
not only offered India beneficial terms compared to its Western partners,
but also provided funding for these projects, helped develop and manage
construction and train personnel. This way, the USSR helped develop entire
sectors of the Indian economy.

Soviet-Indian cooperation started with the Bhilai Steel Plant in
Chhattisgarh. By 1966, it already accounted for a third of India’s steel
production.In 1968, India started building its second major metal works -
the Bokaro Steel Plant in Jharkhand, also in cooperation with the Soviet
specialists. These two plants formed the backbone of India’s steel industry.
The USSR also took part in building the Visakhapatnam Steel Plant, the
Heavy Electricals Equipment Plant (HEEP) located in Haridwar, the Heavy
Machine Building Plant in Ranchi, the Heavy Electrical Equipment Plant
in Bhopal, a machine building plant in Durgapur, and an aluminium plant
in Korba. Overall, the USSR carried out over 70 major economic projects
in India across various sectors.
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This effort to develop India’s heavy industry created demand
for more energy, and the Soviet Union stepped in to help the country
build eight hydroelectric power plants, including in Bhakra (Himachal
Pradesh), Balimela (Odisha and Andhra Pradesh), Hirakud (Odisha), as well
as eight thermal power plants, including in Neyveli (Tamil Nadu), Korba
(Chhattisgarh), Obra (Uttar Pradesh), etc.

There was also an effort to promote research and academic
ties. Rishikesh started making antibiotics. Soviet specialists helped
India establish several research departments and laboratories. Today,
they operate as the leading institutions in their respective domains.
This includes, among others, the Indian Institute of Technology in
Mumbai with its aircraft manufacturing department; the department
of automation and computer technology at the Bengaluru Institute of
Science, the electronics technical schools and geophysics department
at the Osmania University in Hyderabad, the metals department within
the Indian Institute of Technology in Kharagpur, and the Bhilai Metals
Technical School.

The way the USSR and India operated their economic and technical
partnership contrasted with similar Western frameworks in that the Soviet
Union focused on creating the means of production to enable India to
enhance its economic independence. These achievements can be credited
not only to the Soviet leaders and its people who demonstrated their
good will towards a friendly and independent India, but also to those
who ordered these projects, i.e., the Indian government in its efforts to
reinforce national sovereignty and enable the country to be self-reliant.
In fact, India paid off its Soviet loans in rupees, and the USSR used these
funds to pay for its imports from India. The United States chose a different
path by requiring India back in the 1960s to pay back its borrowings in
hard currency.** Most of the loans India contracted with the USSR had
lengthy maturity periods, while the interest rate was lower compared to
Western loans. Even more importantly, Soviet specialists trained Indian
stuff while building industrial sites, transferred their key knowledge,
competences, and technology. Today, Russian companies are also ready

3 Nlynés C.M. CoBeTcko-uHanCKMe oTHOWeHUS (1955-1971 rr.): poxaeHue apyxo6sl // BectHuk MTMMO. 2017.

N2 2(53). C. 24-51.
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INDUSTRIAL COOPERATION, MUTUAL INVESTMENTS

In total, the USSR implemented more than 70 major economic projects of various types in India, including:
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to engage in advanced cooperation projects of this kind with their Indian
partners in defence manufacturing, as well as in civilian sectors, while
India’s Western partners have been reluctant to work this way.

Russia and India have succeeded in maintaining stable ties and
demonstrated their ability to adapt to the changing environment in the
21 century. After undertaking a series of painstaking reforms in the 1990s,
the Indian economy entered a period of solid economic growth in the
early 2000. Narendra Modi’s reforms further enhanced this momentum.
His government developed the Make in India programme as one of its core
initiatives. Announced by the Prime Minister on September 25, 2014, it
aims to enhance India’s investment appeal and transform it into a global
industrial and innovation centre. The programme provides for creating a
favourable environment for manufacturers, especially those working on
export markets, and promoting business initiatives, building up-to-date
advanced infrastructure, including roads, port infrastructure, railways,
airports, new industrial corridors, and smart cities. This undertaking
also provides for creating new manufacturing industries and promoting
constructive partnerships between the state and manufacturers. Make in
India covers 27 sectors of the national economy, including construction,
information technology, aircraft manufacturing, renewable energy,
railway transport, shipbuilding, food, tourism, and hospitality. At its core,
it consists of offering an investor-friendly environment for both Indian
and foreign investors so that they can expand their business operations
and create jobs in India.*

Novolipetsk Steel (NLMK), one of Russia’s largest metals
corporations, runs a flagship project which illustrates the state of
present-day Russia-India cooperation. The company has managed
to find a niche for itself on the highly competitive Indian market. It
all started with NLMK supplying steel from its plants in Lipetsk and
Yekaterinburg to Indian makers of transformer parts. This was how NLMK
won a 25-percent share of the Indian transformer steel market.*® In the
summer of 2021, NLMK started building its own plant in Maharashtra.

® Kant A. Made in India: 75 Years of Business and Enterprise. New Delhi, 2023.

%6 HJIMK BbiBen 3aBo4 B MIHAMM Ha NOHYO MolwHOCTb //MHTepdakc. 12.07.2023. URL: https://www.interfax.ru/

business/911266
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The choice of location proved to be quite wise since it enabled the
company to work with the regional government while also benefiting
from assistance from federal-level investment facilitation institutions.
The company obtained preferences for its construction operations,
along with deferred tax payments and lower duties for importing
equipment. NLMK’s initial plans provided for completing construction
inthe second half of 2022, but pandemic-related strict Covid shutdowns
delayed construction, verifications and tests. In addition, changes in
local infrastructure also affected the project’s timeline. Still, the plant
started working in the second quarter of 2023. It makes premium
transformer steel with an annual capacity of 65,000 tonnes for an
investment of about $150 million. NLMK has been able to localise
the final manufacturing stages including applying insulating coating
and annealing rectification, as well as cutting and laser processing
of end products.

Sibur Holding is one of Russia’s biggest petrochemical corporations
and a leading producer of polymers and natural rubber. It entered the Indian
market by setting up a joint venture with Reliance Industries Limited in
2012.Sibur got a 25.1 percent stake, and Reliance took over the remaining
74.9 percent. In 2013, they started designing and building the first plant in
Southern Asia for making butyl rubber and halo butyl rubber at the Reliance
Industries petrochemical plant in Jamnagar, which has established itself
as the world’s largest refining hub. In 2015, Sibur delivered most of the
equipment from the Tambovsky Komsomolets plant in Tambov to Jamnagar,
and in 2019 the plant started producing butyl rubber, followed by halo butyl
rubber in 2021. In order to launch production in Jamnagar, Indian engineers
had to be trained and go through a lengthy internship programme in Russia,
while their Russian colleagues travelled to India to train personnel there.
The two companies are believed to have invested $500 million in this
project for an annual output of 120,000 metric tonnes of synthetic rubber.’
High-grade isobutylene is a key ingredient when making butyl rubber and
halo butyl rubber. The plant gets it from Reliance Industries’ refinery which
processes 1.24 million barrels of oil daily. By working together, the Russian
and Indian companies have been able to benefit from the expansion on the
synthetic rubber market in India and internationally.

37 According to Reliance Sibur. See: https://www.reliancesibur.com/index.html
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In March 2023, Kinet Railways Solutions, a Russian-Indian
consortium which includes Metrovagonmash (part of Transmashholding,
Russia’s leading railway engineering company), as well as Locomotive
Electronic Systems (LES) and India’s Rail Vikas Nigam Limited, won one
of the world’s biggest tenders to make, deliver and operate a long-
term maintenance contract for 1,920 train cars for the Vande Bharat,
an Indian Railways express train.?® Worth about $6.5 billion, the project
faced multiple challenges. For example, when the tender was already
completed and its results announced, /ndian Railways changed the
technical specifications for the project and requested a discount. It
wanted an additional WC in the train cars, as well as to replace snack
areas with a separate dinning car,while also adding a dedicated baggage
hold in the rear cars. The number of trains and their size also changed
from 120 trains with 16 cars each to 80 trains with 24 cars each. This
meant redesigning the entire fleet and changing the frame structure
compared to the initial contract. Under the terms of the agreement, the
operator had to cover a 35-year technical maintenance period for this
rolling stock. Russian contractors intend to develop dedicated training
programmes for Russian and Indian specialists so that those who will
be involved in this project are able to operate in India, Russia, and
elsewhere. Having Indian specialists move to Russia is also an option.
Transmashholding and its Indian partner located their manufacturing
facilities at the Marathwada Rail Coach Factory in Latur, Maharashtra.

In late 2024, the Russian Foreign Ministry helped the company
organise a press tour for the Indian media, including meetings with
senior corporate executives, as well as visits to the holding’s enterprises
in several Russian cities. Following this visit, leading Indian media titles
released a series of articles and reports on the company and its strategy.
Considering India’s manufacturing capabilities and its strategic location,

%8 Railway was the first sector where sanctions were imposed... None of our projects stopped even for a week’:
Russia’s TMH CEO Kirill Lipa // The Indian Express. 4.12.2024. URL: https://indianexpress.com/article/business/
railway-first-sector-sanctions-projects-stopped-russia-tmh-ceo-kirill-lipa-9704808/;

Russian Firm TMH Eyes Expansion Beyond Vande Bharat Trains, Plans To Export From India: CEO Interview //
News18. 25.11.2024. URL: https://www.news18.com/world/russian-firm-tmh-eyes-expansion-beyond-vande-
bharat-trains-plans-to-export-from-india-ceo-interview-9132938.html;

Russia eyes India for train manufacturing to meet some domestic demand // The Times of India. 27.11.2024. URL: https://
timesofindia.indiatimes.com/india/russia-eyes-india-as-hub-for-train-manufacturing/articleshow/115710366.cms
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Transmashholding’s executives view this country as more than just a
market for their products, but potentially as a manufacturing hub which
could serve third countries and other regions, primarily Africa, as well as
a supplier of Indian-made components to Russia. Today, India can offer
a key interest rate of 6.5 percent, which is lower than in other countries,
coupled with the multiple measures to stimulate exports by the Indian
government.

During his visit to Moscow, Narendra Modi oversaw the signing of
several agreements, including a framework agreement between /nvest
India and the Russian Direct Investment Fund (RDIF). It is aimed at helping
Russian companies invest in Indian projects and provides for up to $100
billion in investment in Russian companies willing to tap the Indian
market. RDIF also agreed with Enso Group, a diversified Indian group, to
invest up to 20 billion roubles in developing shipbuilding infrastructure
in Russia and India.

Other business projects India has in Russia focus on sectors like
pharmaceuticals, medical equipment and expendables production,
construction and construction materials, plastics, biodegradable film,
chemicals, gold mining, metallurgy, machinery, logistics, growing and
exporting flax, developing water treatment systems, and supplying
ceramic tiles. There are also traditional sectors for Indian businesses,
including textiles and readymade clothes, tea, coffee and spices, as well as
agricultural products, including supplying shrimp, restaurants, ayurveda
and wellness.

Russia offers endless investment opportunities. Tourism is one of
them with Russia emerging as a praised destination for tourists from
friendly countries, including Arab states, Iran, India and China. Inside
Russia, domestic tourist flows have also been growing and exceeding
expectations. Tourists cannot fail to be attracted by natural landmarks,
culture, art and history they can find all around Russia. The country needs
new hotels and resorts, and experienced hospitality providers from India
can come across incredible opportunities for expanding their businesses.
Russia has a population of over 146 million people and its economy is
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expected to grow 3.9 percent in 2024. It has also moved fast to upgrade
its infrastructure and public spaces and embarked on a multidimensional
digital transformation effort. In the meantime, rising disposable income
turned people into picky consumers.

Russia and India must offer more flights between them. Today,
Aeroflot operates just 12 regular flights per week to India. It may have
received an additional quota from the Indian government but is unlikely
to be ready to offer anything more. Indian air carriers stopped operating
flights to Russia. This situation stands in stark contrast to Russia-China
air service with 170 flights a day, most of them carried out by Chinese
carriers. India has been proactive in promoting itself as a tourist brand
on the Russian market, with the number of Russian tourists travelling
to India constantly rising. The same is not necessarily true for Russia.
In fact, it has so far been unable to adopt a comprehensive approach to
enhancing its positions on the Indian market. The Russian travel industry
has been focusing on attracting and serving Chinese tourists, while
Indian tourists require a different kind of approach that cannot be easily
replicated. However, there is still an imperative to attract Indian tourists
not only from major Indian cities but also from across the country.

The Indian diaspora serves as a bridge connecting the two countries.
There are about 50,000 Indians, including students, in Russia. Moreover,
diaspora members have come to know not only the capital of Russia, but
also ventured across its regions. During Prime Minister Narendra Modi’s
July visit to Moscow, his agenda included a very moving meeting with
the diaspora representatives. Modi called them the rashtradoot - the
ambassadors for their country. India has plans to open two new consular
missions, one in Kazan and one in Yekaterinburg, in addition to its
consulates in St Petersburg and Vladivostok. During the 2024 visits to both
Moscow and Kazan, the Indian Prime Minister enjoyed a very hospitable
welcome on behalf of his compatriots, as well as the Russians who all
share a great affinity with India.

There is also the essential task of creating a business-friendly,
predictable and secure environment for Russian and Indian companies
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as a way to facilitate mutual investment. Offering dependable safeguards
could also encourage Russia and India to be more proactive in their
interactions with third countries, especially in South Asia,Africa, Southeast
Asia and the CIS.

Experts in Russia-India business relations and corporate actors
in this sector have been talking about the need for the two countries
to sign an agreement on the mutual protection of investment for quite
a while now, but so far there has been little, if any, progress on this
matter. In fact, there is no bilateral agreement on the mutual protection
of investment between the two countries right now. It was India that
withdrew from the December 23, 1994, Russia-India Agreement on the
Encouragement and Mutual Protection of Capital Investment in April
2017. At the time, India notified its partners of its decision to leave 77
out of 83 bilateral agreements dealing with investment and offered to
sign new deals in keeping with the model Bilateral Investment Treaty
it had adopted in 2015.%° Russia launched consultations with its Indian
partners on a new treaty in 2018, but the two countries have so far
been unable to sign an agreement, which is due to India’s unwillingness
to amend certain provisions in the model agreement as requested by
Russia to meet its principled concerns.*® Russia has tried coming to a
compromise on this matter by asking its Indian partners to consider
signing an agreement on the free trade in services that would include
an investment component.

Labour and human capital

Labour migration has been a major issue in India’s relations with
many partner countries. Until recently, this topic has not been very
prominent in Russia’s dialogue with India, even if the latter has been
willing to have more of its workers come to Russia under strict quotas.

%% India, Russia aim for speedy conclusion of bilateral investment treaty // Hindustan Times. 18.09.2024. URL:
https://www.hindustantimes.com/india-news/india-russia-aim-for-speedy-conclusion-of-bilateral-investment-
treaty-101726662635366.html

40 For example, this included offering most favoured nation treatment, dispute resolution mechanisms and
several other provisions.
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But Russia has been focusing on labour migration from the former Soviet
republics. Meanwhile, more and more Indian labour migrants started
looking elsewhere. Between 2010 and 2021, 3.5 million workers with
varying levels of education and skills left the country.*’ Remittances
they send back home totalled $125 billion in 2023, or 3.4 percent of
India’s GDP*? - a significant amount considering that all revenue in hard
currency matters. India’s Foreign Minister Subrahmanyam Jaishankar
has been describing India as a talent pool for the global economy,*
meaning that it has the youngest and largest educated workforce. In
fact, 65 percent of India’s population are in their prime working age,
while the median age for the country is 29 years. India will have to
create 7.85 million jobs every year until 2030 in order to offer jobs to all
young people joining the labour force.** Beyond that point, the inflow of
new workers is expected to gradually slow down since the birth rate in
India has stabilised and the country has moved beyond its peak fertility.
This places a huge burden on India’s social and economic environment,
and its government has been struggling to resolve this issue despite all
its efforts to create new jobs and the fact that the country’s economy
has been following a steady upward trajectory in recent years. It appears
that six or seven percent growth is not enough for India considering
its present-day demographic structure with youth unemployment
among 20 to 24 year-olds exceeding 44 percent, according to several
estimates.*® This is compounded by the structural challenges India
faces on its labour market. In this regard, it has much in common with
Russia. Both countries lack qualified blue-collar workers to fuel their
economies. There are too many young people graduating from higher
education institutions with inadequate qualifications. People view

“ India Employment Report 2024 // The International Labour Organization. 29.03.2024. URL: https://www.ilo.
org/sites/default/files/2024-08/India%20Employment%20-%20web_8%20April.pdf

# Annual remittances to India reach $125 billion // Ministry of Information and Broadcasting (India). 19.12.2024.
URL: https://static.pib.gov.in/WriteReadData/specificdocs/documents/2023/dec/doc20231219290501.pdf

“ Jaishankar S. The India Way. Strategies for an uncertain world. HarperCollins Publishers. 2020.

** India needs to add 7.85 million jobs every year till 2030: Economic Survey // Business Standard. 22.07.2024.
URL: https://www.business-standard.com/budget/news/india-needs-to-add-7-85-million-jobs-every-year-till-
2030-economic-survey-124072200547_1.html

4 India stares at high youth unemployment as hiring in its behemoth IT sector slows // CNBC. 4.04.2024.
URL: https://www.cnbc.com/2024/04/04/india-stares-at-high-youth-unemployment-as-hiring-in-its-it-sector-
slows.html#:~:text=In%20the%200ctober%20to%20December,Centre%20for%20Monitoring%20Indian%20
Economy
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working professions as insufficiently prestigious. Coupled with high
demand for higher education, this resulted in dubious higher education
institutions popping up across the country. Getting into a university that
can actually guarantee employment is a formidable task. Companies,
especially in the leading metropolitan areas that are home to global
centres of competence and where major Indian and foreign corporations
have their headquarters, have to compete for qualified professionals.
At the same time, the new high-tech companies in India also lack
the workers they need. The government has been seeking to promote
working professions and make them more prestigious. On this front, it
intends to work closer with educational institutions and the business
community, while also relying on digital solutions for overcoming these
structural imbalances.

Meanwhile, in Russia, labour shortages have been the main factor
putting a drag on economic growth, as recognised by the authorities. While
priding ourselves on a low unemployment rate, we must acknowledge that
the country has hundreds of thousands of unfilled vacancies across various
sectors, including about half a million people in the construction industry
and over 250,000 in manufacturing.*® The transport industry, IT, retail, and
othersectorsalso experience the same difficulties.Technological upgrades,
automation and improving labour efficiency would not solve the problem
on their own. The country must come to terms with the idea of attracting
more foreign workers. That said, the labour shortage issue is compounded
by all the labour-migrant-related issues which have been piling up in
recent years. Russia will have to change its approach to attracting foreign
labour migrants, make its migration policies more transparent, while also
ensuring accountability on behalf of employers for the people they bring
into the country. These changes require advanced technological solutions,
including biometric identification.

Russian and Indian business have been proactive in calling for more
labour migrants from India. In Russia, major corporations and regions have

46 Valdai Discussion Club meeting. Vladimir Putin took part in the plenary session of the 215t annual meeting
of the Valdai International Discussion Club // President of Russia. 7.11.2024. URL: http://en.kremlin.ru/events/
president/news/75521



#®8 Russia-India: An economic cooperation framework

expressed interest in attracting Indian workers. Today, this has become
one of the key topics in business-to-business ties, as well as at the official
level. The two countries are drafting a government-level Migration and
Mobility Partnership Agreement. India has already signed similar migration
deals, which come under different titles, with the Gulf countries, as well
as Australia, Britain, Germany, Italy and Israel for a total of 21 partnerships
of this kind. They usually deal with working conditions for Indian workers
and opportunities for students to extend their stay in the country after
graduating, migration-related violations and other conditions.

But Russian companies will also need to recruit Indian employees
not only in Russia, but also in India as they expand their presence there.
Russian employers will have to promote their brands and build brand
awareness on India’s labour market, as well as train, hire, retain staff and
offer them incentives. Russian educational institutions can play a major
role in these efforts by offering training programmes in both Russia and
India. The two corresponding ministries, i.e.,Russia’s Ministry of Education
and India’s Ministry of Skill Development and Entrepreneurship, have
established direct contacts on this matter. Universities offering the most
relevant degree programmes must also work closer together.

Most of the Indian students come to Russia to study medicine. India
does face a shortage of doctors. Still, when these students return home,
they find it hard to find work, which is due to the differences between our
respective systems of education. Being able to find a job after graduating
is a key factor for Indian students when choosing where to study. Russia
will become a popular destination for students if Russian universities
succeed in reaching deals with Russian employers on giving Indian
graduates jobs in both India and Russia. At the same time, this should not
create an illusion that India has too many qualified low-pay workers eager
to move to Russia. Russian companies willing to hire Indian specialists
must take into consideration their specific needs and aspirations and to
take special care of them. This goes beyond salaries, or working or living
conditions. For example, this deals with respecting national and religious
holidays, providing warm clothes, helping them get the food they are
used to, ideally cooked by Indians caterers.
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It is essential that Indian investment follows the inflow of Indian
workers in their footsteps. Indian investors must be able to hire their
compatriots, which is true for major state-level investment projects in
the minerals and extraction sectors, as well as for private manufacturers,
agriculture, tourism, hotel management and the restaurant business.

Agricultural production

Agricultural producers in Russia and India have been increasingly
focusing on exports over the past decade,with both countries becoming
net exporters of their agricultural products. They also achieved a major
breakthrough among the world’s top agricultural suppliers and are
about to reach the top 10. But while India and Russia have succeeded
in becoming self-reliant in terms the main product categories, there
is still a lot of potential and complementarity for working together in
this sector.

The sheer size, and scale, of the Indian market coupled with its
growth potentialand deep transformation have become a powerful magnet
for global exporters. But India has one of the world’s most protected
agricultural markets, which is very sensitive when it comes to food
prices. Russian companies have to face a very challenging environment
when negotiating supplies to India, but have been quite successful in
overcoming these obstacles so far. There is also a lot of potential for
India to export its competitive agricultural products to Russia. Consumers
there will be better placed to discover fruit, vegetables, seafood and dairy
products from India on supermarket shelves as the two countries improve
their logistics and expand refrigerated shipping services.

Signing a free trade agreement between the EAEU and India as
quickly as possible has special importance. This will require mutual
concessions in terms of trade barriers and tariffs, as well as an effort to
work with businesses in both countries to iron out all the details. This
work is already in progress.
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Product certification is just as important for all exports, not just in
the agricultural sector, in Russia and India. The idea of using certification
procedures as a trade barrier is a major throwback for their bilateral
cooperation and fails to match the level of relations they have been able
to forge in other sectors, for example, on customs clearances and taxes.
Indian certification authorities, including the Bureau of Indian Standards
(BIS) and the Food Safety and Standards Authority of India (FSSAI) must work
with their Russian colleagues on these matters to harmonise standards
and certification requirements, ensure the mutual recognition of their
certification laboratories, devise a single framework for inspectors, and
rules for selecting product samples.This constitutes one of the bottlenecks
in our trade and economic cooperation.

Most of India’s working-age population works in agriculture. This
sector accounts for 18.3 percent of the country’s GDP,* even if this
indicator has been gradually declining while remaining well above the
global average. India has been able to achieve self-sufficiency in rice,
wheat and poultry. The country has also become a leading global producer
of milk, jute, tea, mango, and papaya and has been proactive in exporting
them along with many other products like aquaculture, while retaining
its positions in sugar and cotton exports. In several segments, India has
been a major producer and a leading consumer at the same time, which
includes butter, lequmes, bananas and rice.

Agricultural subsidies created imbalances in Indian agriculture by
favouring grains over other produce. But grain production is extremely
water-intensive and has taken a huge toll on underground water reserves.
Soil degradation has been a major issue. The sector also requires a lot of
capital, consumes too much expensive fertilisers and energy. Most Indian
farms work on small plots of land. Carried out in 2015 and 2016, the latest
agriculture census*® showed that an average farm has just 1.08 hectares
of land at its disposal.

47 Economic Survey of India 2022-2023.

48 Agriculture Census 2015-16. Department of Agriculture, Cooperation & Farmers Welfare, Ministry of

Agriculture & Farmers Welfare, Government of India, 2019.
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India’s agricultural sector must enhance its efficiency and further
diversify its product mix while preserving jobs. There are other priorities
for India too, including to step up processing, develop transport and
warehousing infrastructure for better performance. India is committed
to increasing its exports and improving nutrition for its people who
must cut down on carbohydrates and eat more plant and animal protein,
vegetables, and fruit to deal with the rapidly growing incidence rates of
cardiovascular diseases and diabetes.*

Overall, this high level of dependence on agriculture has made the
Indian leadership extremely sensitive to the environmental agenda and
climate change-related issues.’® In 2021, India ranked seventh in the
Global Climate Risk Index with almost 85 percent of its territory exposed
to various climate-related risks. Changes in monsoon patterns, floods,
droughts, cyclones, extreme temperatures, rainfall, diseases transmitted
from animals to humans - all these risks pose a threat not only to
India’s food security, but also to its agricultural exports while placing an
additional burden on it in terms of agricultural development. The Indian
government and its people have been seeking to address these serious
challenges in the agricultural sector through innovation. Technology,
including digital solutions, have already become an important element
of everyday life in India and are gradually penetrating the agricultural
sector despite its relative conservatism and reluctance to explore new
horizons.*!

Vegetable oil, fruit, legumes, cotton and cashew nuts dominate
India’s exports. There is also good potential for oats, barley, rye, pomace,
animal feed, lentils, soybeans and soy oil. There has been upward
momentum in other imports too as Indian consumers improve their
wellbeing and change their preferences. Of all the agricultural products
it needs, India has so far been unable to cover its demand for legumes
and plant oils, which affects Russia’s exports to India.

4 Rising diabetes curve: A warning for India. November // The Times of India. 14.11.2023. URL: https://
timesofindia.indiatimes.com/india/rising-diabetes-curve-a-warning-for-india/articleshow/105196023.cms

50 Kulik and al. Climate policies in India, China and Kazakhstan. IEMS Skoltech, 2022.

1 Kynuk J1.B. CtaBka Ha undpoBble NnaTtdopMbl B YCIOBUSAX HECOCTOSIBLUMXCS CEbCKOX035ACTBEHHbIX pedopM
B MHaun. CtpaHbl A3nm M AGpPMKM HA NMYTM K MHOTONOASIPHOMY MUpPY: KONIEKTUBHAsS MOHorpadus / oTB. pea.
u cocT. M.B. OeptornnHa; MHCTUTYT BocTokoBeneHns PAH. M.: B PAH. 2024.
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India lacks its own legumes and oilseeds, which is reflected in the trends of Russian exports to India, which were first to take shape

Russia’s has been proactive in increasing its sunflower oil exports
to India and has become its major supplier in this segment. India has
surpassed China among the top three sunflower oil importers from
Russia. In 2023, Russia increased its exports to India in this category by a
factor of 2.5 compared to 2022.>2 This momentum spilled over into 2024.
In the first ten months of 2024, Russia exported over 1.8 million tonnes
of sunflower oil to India, having doubled its exports compared to the
same period in 2023.>* This was attributable to several factors, including
high sunflower yields in Russia, and the price advantage sunflower oil
has received in comparison with palm oil, its main rival on the Indian
market. India gets its palm oil from Indonesia, Malaysia and Thailand.
This product does not face any opposition or prejudices in India, and
Indian consumers like it not only for its low cost, but also due to the
fact that it can be easily blended with other oils and fats. Frying is an
essential part of Indian cuisine, which creates a lot of demand for plant
oil. The country has its own programme for producing more palm oil
and reducing its dependence on imports. Ukraine, the world’s leading
sunflower oil producer and exporter, as well as Argentina and Bulgaria
are Russia’s main competitors in this segment.

Introducing innovative solutions for shipping liquid bulk cargoes
in containers by using flexitanks has led to a surge in Russia’s sunflower
oil exports to India. High prices, deficient port capacity and logistics
for assembling oil cargoes and shipping them in tankers used to

52 HAMs: nepcnekTUBbl POCCUMIMCKOrO 3KCMopTa NpoAoBoSbCTBUS // ArpoakcnopT. 22.12.2023. URL: https://
aemcx.ru/2023/12/21/indiya-perspektivy-rossijskogo-ekspo/

55 Poccus HapacTufia 3KCNopT NoAcoNHeYHoro macna B MHauio B 2 pasa // Agroexport (Telegram channel)
4.12.2024. URL: https://t.me/mcxae/6576
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weigh on export statistics. Today, shipments can be prepared closer to
oil production sites and loaded on ships in flexitanks. Indian buyers
find bottled shipments inconvenient. What they need are wholesale
shipments so that they can repackage them in India. The country will
always impose higher duties on packaged products for protecting local
producers.

Russian producers must find their place in the supply chain, localise
processing operations, promote its brands and start selling its own
products on the Indian market after packaging and bottling them on the
spot. This will require much more investment, as well as a long-term
strategy for this market. So far, very few Russian companies have been
able to meet these imperatives.

In 2023, India was Russia’s eighth largest consumer of food products,
up from 11" place in 2022.In the first ten months of 2024, Russia delivered
over $2.3 billion worth of food products to India. The top 5 products in
value terms included sunflower oil (76 percent), peas (11 percent), soy oil
(10 percent), dried chickpeas (1.2 percent), and oats (0.5 percent).>*

Having to micromanage its agricultural industry has been an
imperative for India, and a convenient solution too. This sets India apart
from many other countries and has had a constraining effect on efforts
by Russian companies to devise long-term approaches for exporting
their goods to India. Regulators there have been changing duties and
amending their export and import policies depending on their momentary
considerations as a way to protect Indian producers, exporters and
consumers. If Russia and India were to opt for developing a strategic
vision for their cooperation in this sector, it must provide for informing
each other in advance, if possible, about the upcoming changes in policy.

Higher costs and labour shortages are the main challenges for
Russia’s agricultural producers. The country also has an urgent need to
expand its export infrastructure, build and upgrade its ports, expand
port capacity for shipping more liquid agricultural products and develop
transportation by rail.

> (epepanbHblid LEHTp pa3BuTMa 3kcnopta npoaykuum AlK Poccuitckont @epepaumnn // ArpoakcnopT
(tTenerpam-kaHan). 4.12.2024. URL: https://t.me/mcxae/6576
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Logistics. Finance

Russia and India have succeeded in overcoming the key challenges
they face in logistics, insurance and payments. Today, they can send and
deliver their shipments and pay for them both ways.

The Russian Government has been focusing on developing
transport corridors in and outside the country over the past two years.
This has become a major topic in its talks with India. For the latter,
developing the domestic logistics infrastructure, i.e., building new
ports, airports, roads and upgrading the railway network, are also a
major priority. Officials in both Moscow and New Delhi view the North-
South multimodal transport corridor, the Northern Sea Route, as well
as the Vladivostok-Chennai Eastern Maritime Corridor as a foundation
for building a stable and efficient transport architecture, promoting
connectivity and improving communications across the Eurasian space.
Transparency, inclusivity, taking into account local priorities, financial
resilience, respecting sovereignty and territorial integrity of all states are
expected to serve as the guiding principles for promoting cooperation in
transport and logistics within this macroregion.>®> India has been willing
to support Russia in its efforts, even if Russia has de facto assumed a
leading role in coordinating and drafting feasibility studies, as well as
attracting investors for these international projects, including the North-
South international transport corridor.

Russia and India have been using maritime routes linking Indian
ports to Novorossiysk (delivery time of 20 to 40 days) and St Petersburg
(40 to 60 days) for quite some time now. Vladivostok and other ports in
Russia’s Far East can also serve as possible destinations, with deliveries
there taking 28 to 45 days. TEU shipping prices peaked in 2022 and 2023
but have declined since then and now fall within the range from $3000 to
$4000. Deliveries by air are also an option with Aeroflot and Volga Dnepr
operating these routes. Logistics companies offer all kinds of solutions
and their terms vary greatly. That said, all Russian transport operators
view India as a priority destination today.

55 Joint Statement following the 22" India-Russia Annual Summit India-Russia: Enduring and Expanding Part-

nership // President of Russia. 9.07.2024. URL: http://www.en.kremlin.ru/supplement/6168
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The North-South international transport corridor is working,
even if it has yet to reach the projected cadence and deliver on its
promise of improving delivery times and lowering costs. In fact, this is
quite a challenging route for its operators considering the multimodal
nature of this corridor. Having a single operator for all participating
countries,i.e.,Russia,Azerbaijan, Iran,Kazakhstan and India as the main
parties, and having this operator subsidise shipments, at least at the
initial stage, would benefit those who choose to use this international
transport corridor. Businesses want to be able to carry out test
deliveries in the early days of efforts to promote closer business ties
along the route. However, antitrust agencies have so far discouraged
this approach, forcing state-run export promotion agencies to take
over the efforts to promote and test the North- South international
transport corridor. In May 2024, Russia sent its first Agroexpress®® train
to India through the international transport corridor’s eastern section.
It crossed Kazakhstan, Turkmenistan and Iran, carrying 31 TEUs of
agricultural products. Dispatched by the Russian Export Centre and
RZD Logistics, the train spent 35 days on its way to India’s port of
Mundra from the Yuzhnouralsky dry port.The project to use Agroexpress
trains as part of a multimodal logistics solution includes switching
to an e-document workflow, ensuring cargo safety and transportation
temperature during delivery, respecting sanitation and veterinary
controls, as well as customs clearance procedures. The train includes
refrigerated and universal containers, as well as flexitanks. There are
plans to promote this service in India. Apart from agricultural products,
this international transport corridor can be used to deliver fertilisers,
coal, metals, petrochemical products, equipment and other categories
of goods.

Indian logistics companies have also been willing to increase
deliveries along the North -South international transport corridor both
ways with a focus on improving the following elements: streamlining
border crossings, including customs clearance, offering through rates and
coordinating tariff policies as well as fine-tuning payment systems.

56 PX[ opraHu3oBanu Arpo3kcrnpecc C OBCSHbIMU X0MbsMu 1 Kpynamu B MHauto // PUA HoeocTtu. 2.05.2024.
URL: https://ria.ru/20240502/agroekspress-1943440414.html
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The corridor’s capacity is expected to reach 30 million tonnes by
2030, which means that it will still be dwarfed by the Suez Canal which
handles over 900 million tonnes of net cargo. However, the North-South
corridor does offer several advantages. First, it cuts delivery time by
half, and is free from the risks maritime routes have. It can also help
the Caspian region and Russia’s regions in the southeast of its European
part to become involved in international trade and acquire advanced
infrastructure.
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The Northern Sea Route with its extension - the Eastern Maritime
Route, which connects Russia’s Far East and ports along India’s east
coast, also presents formidable challenges and is quite costly. It offers
the shortest link between Europe and Asia and is expected to become
operational year-around after 2050 for non-ice class ships.These corridors
have special importance considering that the so-called Eastern Operating
Domain, i.e., the Baikal-Amur Mainline and the Trans-Siberian Railway,
are about to reach their maximum capacity. In 2023, shipments along the
Northern Sea Route reached 36.25 million tonnes, having exceeded the
target by more than 250,000 tonnes.*’

Russia and India have been quite diligent and responsive in switching
to settlements in national currencies, which are sometimes described as
soft or alternative currencies. It did not take long for their companies to
get used to this mechanism. Today, settlements in national currencies
account for almost 90 percent of transactions between India and Russia.
Two Russian banks — Sber and VTB - have their branches in India, and the
Indian authorities are currently reviewing Gazprombank’s application to
open its branch in the country. In terms of correspondent accounts, there
are currently 21 Russian banks holding accounts with 14 Indian banks.
Cooperation between the central banks of the two countries — the Central
Bank of Russia and Reserve Bank of India, as well as between private banks
has become a key aspect in our bilateral contacts.

India’s effort to carry out an internalisation policy for the rupee
has played a major role in creating a new settlement framework for
our countries and ensuring its uninterrupted and reliable operation. In
2022, the Indian government issued an official authorisation for using
the rupee in international trade transactions. This included RBI's move
to enable authorised local banks to open special Vostro accounts for
foreign correspondent banks from 22 countries®® in order to carry out
foreign trade settlements denominated in Indian rupees. At the same
time, foreign banks are not allowed to transfer rupees between them

2L MepeBo3ku rpy3os no CeemopnyTn B 2023 roay coctaBunun 36,254 maH 1oHH // MHTepdakc. 10.01.2024. URL:
https:/www.interfax.ru/russia/939623

58 Bangladesh, Belarus, Botswana, Fiji, Germany, Guyana, Israel, Kazakhstan, Kenya, Maldives, Malaysia, Mauritius,
Myanmar, New Zealand, Oman, Russia, Seychelles, Singapore, Sri Lanka, Tanzania, Uganda, and the UK.
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even when their respective countries are on this list. This is how this
mechanism works:*° Indian importers pay for the goods they receive in
rupees, which are credited to the Vostro account of the bank from the
partner country. These funds can then be used to pay for Indian exports,
and anything that remains on these accounts can be invested by non-
residents in India’s government bonds or domestic economic projects.
India has been proactive in signing bilateral agreements on trans-border
settlements in national currencies. In 2023, RBI sighed a memorandum of
understanding with its UAE counterparts to create a mutual settlement
framework in rupees and dirhams, which paved the way to the first oil
contract with the UAE denominated in rupees. In the spring of 2024, India
signed similar deals with Indonesia and Nigeria. Agreements of this kind
give the rupee a more prominent role in international settlements and
help the Indian economy retain its dollar-denominated funds, considering
that its exports lag far behind imports in foreign trade.

Russian and Indian regulators have been holding talks to coordinate
their financial messaging systems as alternatives to SWIFT. India has its SFMS
system, while Russia operates its own financial messaging system called
SPFS. The central banks of the two countries agreed to work together on
accepting each other’s national payment cards (Mir and RuPay), but retail
banks have to play their part in enabling individuals to use their bank cards.
Indian retail banks have been wary of going down this road, which explains
why this remains an issue for individuals.

However, the situation is quite different on the corporate front.
Companies have been making active use of the available payment
mechanisms. Sber has been working in India for 14 years now, and its
example demonstrates that businesses in both countries can currently
benefit from a full package of financial services, including mechanisms
shielding them from any payment risks or currency fluctuations, letters
of credit and bank guarantees, hedging, accounts and deposits in rupees.
Moving forward, Sber intends to offer rupee-denominated funding on the
Russian market too. Sber’s Indian branch is part of India’s payment system,
and essentially operates as an Indian bank, which enables it to process

59 Kak pas3BuBaloTCs Toprosblie pacyétbl Poccumn u MHaum B HaumoHanbHbix BantoTax //PBK. 5.09.2024. URL:

https://www.rbc.ru/industries/news/667ec0c89a79475e47456f23
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transactions with any other banks in India without any undue delays. In
fact, Indian companies do not have to open a Sber account for receiving
payments from their Russian partners, nor do they have to change the
contract currency. All they have to do is to change the payment currency.
Processing Russia’s payments to Indian entities takes one day or less, and
up to three days for payments from India to Russia. These transactions
bypass SWIFT. Sber is Russia’s largest bank. It views India as its main
priority after Russia and has already emerged as a leading institution in
terms of supporting foreign trade in this sector.

Russia and India have been able to resolve the so-called rupee
stockpile issue. The media has blown it out of proportion, in fact, by
exaggerating and distorting its true nature. Companies that wanted to
transfer their funds to Russia found a way to do this. Some funds went
towards injecting more capital in Russian businesses in India or were
invested in Indian government bonds, shares, and investment projects, as
well as corporate bonds.

There has been a growing number of Russian banks willing to
be licenced as foreign portfolio investors in India. This would enable
them to offer their clients access to India’s developed equity market
which has been demonstrating impressive results. This has become
even more apparent considering that the Chinese market has been
stagnating.®®

Conclusion and takeaways

What would be the best framework for effective Russia-India
cooperation? The two countries have built a solid foundation for their
cooperation,and have gone to great lengths recently to reach new heights
in their relations and ensure that their regulators and institutions back
these efforts. However, they have a lot of work ahead of them.

60 |ndia’s equity market has a daily turnover of about $7.5 billion, and is valued at 150 percent of the country’s
GDP, placing it in the world’s top 10 - according to SberCIB, Bloomberg.
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It is quite obvious that the economy has come to dominate Russia-
India relations. Today, they must focus on maintaining this momentum,
articulating specific objectives and fulfilling them. The governments
of the two countries have been receptive to their companies, while
businesses have been stepping up their operations across various
domains. There is no doubt that the Russian and Indian economies
are complimentary, even if they have had to find new ways of working
together and new growth drivers to adapt to the new environment
after adjusting their national priorities. Overall, they have succeeded in
this effort, and both businesses and regulators share this vision, which
means that it is high time that we get down to creating the necessary
conditions for making this vision reality.

India is a leading nation of the Global South, and the Indian
economy shares the same opportunities, specifics and development
methods with other major emerging economies. These countries view
their rapidly developing domestic markets as a key asset, and they are
committed to charging as much as they can for others to access it. In
exchange, they want investment, technology, jobs, better quality of life
and respect. It is also clear that certain elements in Russia’s ties with
India set this relationship apart from other countries. This includes a long
track record of trust, recognising each other’s interests and their spiritual
affinity towards one another. That said, Russia must realise that all major
actors have been locked in fierce competition for the Indian market.
Every country wants to secure preferences and is willing to offer India
something in return. Russian businesses have been learning to operate in
this highly competitive environment while being supported by the Indian
authorities, as well as the Russian government. However, achieving any
major breakthrough will take time.

Russia has prepared several mutually beneficial initiatives and
submitted them to India for review. Moreover, Russia is ready to get down
to carrying out these plans as soon as India greenlights them. If there
is anything Russian businesses can learn in India, it is optimism and
patience. Could this be a recipe for Russia and India to succeed in their
relations? What variables are we missing?
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Several measures and steps can be suggested for regulators and
businesses. They include major tasks that are already factored into the
government agendas in both Russia and India, as well as specific aspects
of bilateral ties, even if businesses know them quite well. The list of these
recommendations is as follows:

e Launching comprehensive talks for signing an EAEU-India Free Trade
Agreement.

e Drafting a programme to promote Russia-India strategic cooperation
until 2030, which could serve as a foundation for a comprehensive
economic partnership between the two countries by focusing on their
priorities, including trade and market access, finances, transport and
logistics, manufacturing, energy and agriculture.

e Signing a new bilateral treaty on the mutual protection of investment
or similar treaty in any other legally acceptable form as quickly as
possible.

e Further efforts to fine-tune the Russia-India Trade, Economic and
Investment Cooperation Programme for Russia’s Far East and Arctic
with the view to drafting roadmaps for specific projects.

e Shifting from transaction-based approaches to long-term contracts in
all projects, regardless of their scale.

e (Continuing to promote transport and logistics connectivity between
the two countries with the imperative of offering Indian investors
incentives for working on future transport corridors, including the
North-South international transport corridor, the Eastern Maritime
Corridor, and the Northern Sea Route.

e Launching a proactive push to develop and consolidate the financial
infrastructure in mutual trade,overcoming payment-related challenges
for individuals. This will help develop tourism, promote people-to-
people ties and expand ties among experts, cultural, educational and
scientific institutions, which invariably leads to stronger business
contacts.
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Continuing to promote region-to-region ties and placing a bigger
emphasis on special economic zones and priority development
territories in India and Russia. This approach is expected to help
companies streamline their operations on both markets taking into
account that there are no agreements between the two countries on a
free trade zone or investment protection.

Stepping up efforts to fine-tune labour migration mechanisms.Russia
must adopt a balanced approach to attracting Indian workers by
understanding the cultural specifics of these interactions. Educational
institutions in both countries and their corresponding agencies must
proactively contribute to these efforts in order to help businesses
work together and ensure that both countries benefit from these
interactions.

The two countries must diversify their business contacts. State-owned
companies serve as the backbone of Russia’s partnership with India, with
SMEs playing a dominating role in the Russian and Indian economies.
Expanding contacts in this segment is essential. On the other hand,
private conglomerates have also a major role to play and can lead
all other actors down this road. These companies need an acceptable
interaction framework and the ability to take part in bilateral contacts.

Promoting academic ties and cooperation between high-tech companies,
start-ups and young business leaders. India views this as a major priority
and Russia has several institutions specialising in tech entrepreneurship.
Still, this sector has yet to develop a system-wide framework. Present-
day India has established itself as a major platform for Russian start-
ups in terms of attracting investors and scaling their businesses. Russia
can serve as a source of advanced technological solutions for Indian
companies in this segment and for the Indian market in general.

Creating a people-friendly environment for expanding the Indian
diaspora in Russia and the Russian diaspora in India, expanding the
personal presence of Russian companies and agencies, academic
institutions and media in India and vice versa, opening representative
offices and undertaking employee exchanges. There is a need to offer
preferences to these representative offices on a reciprocal basis.

a1
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Offering Indian businesses alternative solutions for taking part
in major business forums in Russia, considering that in today’s
pricing environment few players can afford to take part in these
events. Russian businesses must adopt an integrated approach
by planning these exhibitions well in advance and working with
Indian organisers.

Improving certification procedures in both countries. Certification
authorities have yet to start working together on accelerating and
streamlining certifications, which greatly undermines mutual trade.
Companies can spend up to a year before they get the required
certificates and offer their products. This is unacceptable. The
governments of Russia and India must resolve this issue.

Promoting tourism. Russia must step up its efforts in making its
tourism infrastructure suitable for Indian tourists. Attracting Indian
companies as investors in the Russian tourism industry is equally
important.

Engaging proactively with the media. There is a need for more press
tours and roadshows in order to generate more media coverage.
Journalists in both countries are ready to work along these lines,
which could help raise awareness within the general public and
among businesses about the opportunities the two countries have
to offer. There is also a need to organise trips of this kind for specific
sectors, business associations, companies and institutions.
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