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o ABSTRACT
The ongoing Russian-Ukrainian crisis, which began in 2014, has had a significant impact
Check for . . : . . . . .
updates on the economic relationship between Russia and India. This paper provides an extensive

review of existing literature on the economic effects of the crisis on Russian-Indian
relations. The crisis, which began with Ukraine's efforts to integrate into the EU and
Russia's subsequent annexation of Crimea, led to prolonged conflict, economic sanctions,
and growing diplomatic tensions between Russia and the West. The study highlights the
global economic consequences of the crisis, particularly for countries with strong ties to
Russia, such as India. As a major trading partner and investor in Russia, India has felt the
direct consequences of the crisis. Western sanctions have severely affected the Russian
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;}elitg::hc’ commercial, or not-for-profit challenges, including losses in industry and agriculture, reduced foreign investment, and
' disruptions in energy supplies, which have caused inflation and a decline in purchasing
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trade, reducing investment barriers, and encouraging innovation, Russia and India can
strengthen their economic partnership despite the difficulties caused by the crisis.
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1. INTRODUCTION

The Russian-Ukrainian crisis, which began in 2014, has had a significant impact on the economic ties between Russia
and India. The crisis was triggered by Ukraine's decision to pursue EU membership in 2013, which faced opposition from
Russia. It escalated further when Russia annexed Crimea in March 2014, sparking pro-Russian separatist movements in
eastern Ukraine. The conflict has led to military confrontations, economic sanctions, and diplomatic strains between
Russia and Western nations. This crisis has had wide-reaching effects on the global economy, particularly for countries
closely connected to Russia, such as India. As a key trading partner and investor in Russia, India has been directly affected
by the economic repercussions of the conflict. The Russian economy has suffered considerably due to sanctions imposed
by Western countries, targeting vital sectors like energy, finance, and defense. This has resulted in reduced foreign direct
investment, a decline in the value of the ruble, and a decrease in trade with Western nations. The Ukrainian economy has
also been heavily impacted, facing losses in industrial and agricultural sectors, a decline in foreign investment, and
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difficulties in sustaining its energy supplies. The devaluation of the Ukrainian currency has caused inflation and reduced
purchasing power for its citizens. The crisis has also had indirect effects on other nations, including India, as the
European Union and the United States have imposed sanctions on Russian individuals and entities, limiting their access
to global financial markets and technology.

2. HISTORICAL OVERVIEW

The early diplomatic relations between Russia and India laid the groundwork for the strong and enduring
partnership that exists today. Understanding the historical context of these relations is essential to grasp the economic
implications of the Russian-Ukrainian crisis on their ties. Diplomatic connections between Russia and India date back to
the 16th century, when the Russian Empire established trade relations with the Mughal Empire. The partnership
strengthened further during the Soviet era. Under Prime Minister Jawaharlal Nehru, India pursued a non-aligned foreign
policy and sought strategic alliances outside the Western bloc, leading to closer ties with the Soviet Union, which
provided significant economic and military assistance. Prime Minister Nehru’s visit to the Soviet Union in 1955 marked
a key milestone in bilateral relations, culminating in the signing of the Treaty of Peace, Friendship, and Cooperation. This
treaty helped solidify political, military, and economic collaboration between the two nations. During the Soviet period,
Russia and India’s economic cooperation flourished, with the Soviet Union assisting India’s development in areas like
heavy industry, infrastructure, and defense. The two countries also traded goods, with India importing machinery,
chemicals, and military equipment from the Soviet Union, while exporting agricultural products, textiles, and
pharmaceuticals. The strong ties between Russia and India were reinforced through several bilateral agreements and
joint ventures, covering sectors such as energy, defense, space, and technology. Examples include the establishment of
the Indo-Soviet Joint Commission on Economic, Scientific, and Technical Cooperation in 1953 and the Indo-Soviet Treaty
of Friendship and Cooperation in 1971. Following the dissolution of the Soviet Union in 1991, Russian-Indian relations
underwent significant changes, yet the two countries managed to maintain their close ties despite the challenges faced
by the newly formed Russian Federation.

In the post-Soviet period, both countries expanded their cooperation beyond defense and trade, with agreements
promoting investment and trade, including the Agreement on Trade and Economic Cooperation in 1994 and the
Agreement on the Promotion and Mutual Protection of Investments in 1997. These agreements created a framework for
strengthening economic collaboration. Trade between Russia and India has grown significantly over the years, with total
bilateral trade reaching $11 billion in 2019. India exports pharmaceuticals, textiles, and agricultural products to Russia,
while importing machinery, chemicals, and metals. Despite this growth, trade has remained modest compared to the
potential, and both countries have also collaborated on joint projects like the BrahMos supersonic cruise missile and the
Kudankulam Nuclear Power Plant in India. These collaborations have not only strengthened their economic ties but also
fostered technological advancement and knowledge exchange. Cultural and people-to-people exchanges have also played
a crucial role in deepening bilateral relations. With shared cultural heritage, such as Indian philosophy, yoga, and dance
being popular in Russia, cultural exchanges like film festivals, art exhibitions, and music concerts have further
strengthened mutual understanding and appreciation. The early diplomatic relations between Russia and India provided
a robust foundation for economic cooperation that has continued to evolve. The Soviet era saw significant economic
assistance, while the post-Soviet period saw continued growth in trade, joint ventures, and investments. The historical
context of Russian-Indian relations is key to understanding the potential effects of the Russian-Ukrainian crisis on their
economic ties, offering insights into both the challenges and opportunities that may arise. The Russian-Ukrainian crisis
has had a notable impact on the trade and investment patterns between Russia and India. Before the crisis, the two
countries enjoyed steady trade growth, focusing on energy, defense, pharmaceuticals, and machinery. However, the crisis
disrupted this relationship, particularly due to the imposition of sanctions on Russia by the EU and the US, targeting key
sectors such as energy, defense, and finance, which directly affected trade between the two nations. The sanctions led to
a decline in bilateral trade, which had peaked at $10 billion in 2014. The drop was mainly due to Russia's economic
slowdown and falling oil prices.

Additionally, the devaluation of the ruble made Russian goods more expensive for Indian importers, resulting in
reduced demand for Russian products. This shift caused the trade balance to favor India, with the country exporting
more goods to Russia than it imported. The crisis also impacted investment trends between the two countries. Prior to
the crisis, there was active investment cooperation, particularly in energy, infrastructure, and manufacturing. However,
the crisis created new uncertainties for investors. Economic instability in Russia, including a recession triggered by

ShodhKosh: Journal of Visual and Performing Arts 2997



https://www.granthaalayahpublication.org/Arts-Journal/index.php/ShodhKosh

Dr. Smita Pandey

falling oil prices and sanctions, lowered investor confidence. As a result, Indian companies became cautious about
investing in Russia, fearing potential risks. The depreciation of the ruble made Russian assets cheaper for Indian
investors, presenting opportunities, but the ongoing economic uncertainty made long-term commitments less appealing.
Despite these challenges, there have been notable investments in sectors like oil and gas exploration, as well as joint
ventures in pharmaceuticals and manufacturing, reflecting continued cooperation. The crisis has created both challenges
and opportunities for Russia and India. The geopolitical uncertainty has led to increased tensions between Russia and
the West, creating an unpredictable business environment. This has complicated long-term investment planning.
Additionally, the sanctions have restricted Russian access to finance and technology, complicating international trade
and foreign investment, which has affected the broader business climate. However, the crisis has also driven both
countries to diversify their trade relationships. Efforts have been made to enhance cooperation in non-traditional
sectors, such as agriculture, pharmaceuticals, and information technology. There has also been increased focus on joint
ventures and technology transfers in areas like defense and space exploration, opening up new opportunities for
cooperation despite the crisis's disruptions.

3. OUTLOOK ON DIPLOMATIC TIES

Russian-Indian relations have a rich history, beginning in the early years of the Soviet Union. Over time, the two
nations have developed a strong partnership across various sectors, such as trade, investment, energy, defense, and
technology. This section provides an overview of the historical backdrop of their relations, emphasizing key milestones
and areas of cooperation. Diplomatic ties between Russia (formerly the Soviet Union) and India were established in 1947,
shortly after India gained independence from British colonial rule. The Soviet Union was one of the first countries to
recognize India’s independence and offered substantial support for its development. This early cooperation set the stage
for a long-lasting and robust partnership. During the Cold War, the Soviet Union and India shared common ideological
views and aligned themselves against Western powers. The Soviet Union provided India with military aid, including
weapons and technology. This collaboration expanded to areas like defense, space exploration, and nuclear energy. The
Soviet Union played a vital role in supporting India’s industrialization and economic growth during the Cold War. Several
bilateral agreements were signed, focusing on trade, technology transfer, and cultural exchanges. The Soviet Union
became India’s largest trading partner, with trade volumes reaching significant levels. Beyond economic cooperation,
the Soviet Union also assisted India in its conflicts with neighboring countries.

Notably, during the Indo-Pakistani wars of 1965 and 1971, the Soviet Union offered military support to India, further
strengthening their defense ties. Following the dissolution of the Soviet Union in 1991, the dynamics of Russian-Indian
relations changed. The newly formed Russian Federation continued to maintain strong ties with India, building upon the
foundation established during the Soviet era. In the post-Soviet period, both nations focused on diversifying their
bilateral cooperation, expanding beyond defense and trade. Their collaboration grew in areas such as energy, technology,
and space exploration. The signing of the "Declaration on the India-Russia Strategic Partnership” in 2000 further
solidified their commitment to strengthening bilateral relations. Trade between Russia and India has fluctuated over the
years, influenced by global economic conditions and policy changes. In recent years, however, bilateral trade has been
on an upward trajectory, with both countries aiming to increase trade volumes. India mainly exports pharmaceuticals,
textiles, machinery, and agricultural products to Russia, while Russia exports oil, gas, metals, and defense equipment to
India. Efforts are being made to diversify trade and explore new areas of cooperation. Investment cooperation between
Russia and India has also gained momentum. Both countries have identified priority sectors for investment, such as
energy, manufacturing, infrastructure, and technology. Numerous joint ventures and investment projects have been
initiated, contributing to economic growth and job creation in both nations.

4. CONSEQUENCE OF WAR

The Russian-Ukrainian crisis has had far-reaching economic consequences for both Russia and Ukraine. The
annexation of Crimea and the ongoing conflict in eastern Ukraine have disrupted trade, investment, and economic
cooperation between the two nations. The crisis is rooted in a combination of political, economic, and historical factors,
and understanding these origins and their effects is key to analyzing its economic impact on Russian-Indian relations.
For Russia, the crisis led to significant economic challenges, including a contraction of the economy, disruptions in trade,
and negative effects on critical sectors like energy and investment cooperation. Despite these difficulties, Russia and
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India have continued to strengthen their economic ties, emphasizing the need for diversification and resilience in their
bilateral relations. Ukraine, too, has faced profound economic challenges as a result of the crisis. The country experienced
economic contraction, trade disruptions, loss of market access, increased energy dependence, and currency devaluation.
However, the crisis has also driven Ukraine to undertake essential economic reforms and seek international financial
support, which could help stabilize and improve its economy in the long term. The sanctions imposed on Russia due to
the crisis have had global repercussions, particularly affecting its economic cooperation with India. These sanctions have
disrupted trade, investment, and energy relations. Despite these challenges, both Russia and India have expressed a
commitment to maintaining and enhancing their economic cooperation, viewing the situation as an opportunity to
diversify and explore new markets. While the Russian-Ukrainian crisis has created challenges, it has also highlighted
potential areas of growth and cooperation between Russia and India. These include energy, trade, defense, technology,
and infrastructure development. By leveraging their respective strengths and working together in these sectors, the two
countries can overcome the crisis’s challenges and further strengthen their economic partnership. However, the crisis
has introduced several risks and obstacles to the economic relationship, such as geopolitical instability, economic
downturn, trade barriers, currency fluctuations, political and regulatory challenges, and energy dependency. Addressing
these issues will require proactive policies, reforms, and a commitment to strengthening bilateral ties. Since its onset in
2014, the Russian-Ukrainian crisis has had significant repercussions for Russian-Indian relations, particularly in the
economic domain. The crisis, marked by Russia’s annexation of Crimea and the ongoing conflict in Eastern Ukraine, led
to the imposition of economic sanctions by the European Union and the United States. These sanctions have affected the
Russian economy, disrupting its trade and investment relationships with various countries, including India.

5. CONCLUDING WITH KEY IMPLICATIONS

One significant effect of the Russian-Ukrainian crisis on Russian-Indian economic relations is the decline in bilateral
trade. Before the crisis, Russia was a key trading partner for India, with trade peaking at around $10 billion in 2014.
However, since then, trade has been on a downward trend. The sanctions imposed on Russia have led to a reduction in
Indian imports from Russia, particularly in sectors such as defense, energy, and machinery. Furthermore, the
depreciation of the Russian ruble has made Russian goods more expensive for Indian buyers, exacerbating the decline in
trade. The crisis has also affected investment cooperation between Russia and India. Prior to the crisis, the two countries
had several significant investment projects and joint ventures, particularly in energy, infrastructure, and manufacturing.
However, the economic uncertainty created by the crisis has led to a decline in investment flows. Indian companies have
become more cautious about investing in Russia due to the geopolitical risks and sanctions, while Russian companies
have encountered challenges in investing in India, particularly in defense and infrastructure, due to regulatory obstacles
and India’s economic slowdown. The energy sector is another area significantly impacted by the crisis. As one of the
largest global producers and exporters of oil and gas, Russia plays a critical role in meeting India’s energy needs. Before
the crisis, the two countries had long-term agreements for oil and gas supply. However, the ongoing conflict in Ukraine
and concerns over potential disruptions in energy transit routes have raised doubts about the reliability of Russian
energy supplies.

India has sought to diversify its energy sources, increasing imports from other nations and investing in renewable
energy. To improve economic cooperation between Russia and India in light of these challenges, several policy
recommendations can be made. First, both nations should focus on resolving the Russian-Ukrainian conflict through
diplomatic means to establish a more stable and predictable economic environment. This would involve dialogue and
negotiations aimed at peacefully ending the conflict. Second, both countries should work to diversify and expand bilateral
trade by exploring new sectors like information technology, pharmaceuticals, and agriculture. Third, efforts should be
made to reduce investment barriers and create a more favorable business environment by simplifying regulatory
processes, addressing legal and administrative challenges, and offering investment incentives. Finally, Russia and India
should seek opportunities for collaboration in innovation and technology, especially in fields such as cybersecurity,
artificial intelligence, and space exploration. In conclusion, while the Russian-Ukrainian crisis has had a significant
negative impact on Russian-Indian economic relations, including the decline in trade, investment difficulties, and
concerns in the energy sector, there are still opportunities to enhance cooperation. Through diplomatic resolution of the
crisis, trade diversification, investment facilitation, and technological collaboration, Russia and India can strengthen
their economic ties and effectively address the challenges posed by the crisis.
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