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THE GEoPoLITICS oF CRISSCRoSSING 
RUSSIA–INdIA INvESTMENTS

This paper provides an overview of crisscrossing Russia–India investments 
and demonstrates that this is a relatively new phenomenon in the history 
of their relations. It argues that mutual investments could be supportive of 
expanding trade as well as “elevate” the geopolitical status of the two states in 
the world. The paper also identifies a number of barriers faced by business 
communities in Russia and India when interacting on a bilateral basis in the 
field of crisscrossing investments and suggests some policy initiatives which 
could pave the way for increasing trade and enhancing the competitive 
advantages of both countries internationally.

ANdREY voLodIN

Interviewed by the editors of Time magazine in 1971, Richard Nixon the 
then President of the United States of America (US) had articulated his 
strategic vision of world politics for years (possibly decades) to come. In 

his understanding, five major centres of political and economic power would 
materialise to operate on the basis of an informal commitment by each party 
to pursue its interests with restraint. Nixon anticipated their interaction to 
transform subsequently into a kind of equilibrium—put in a historical manner—
into a global balance of power. He noted inter alia, “it will be a safer world and 
a better world if we have a strong, healthy United States, Europe (the ‘historical 
core’ of the European Economic Community), Soviet Union, China and Japan, 
each balancing the other, not playing one against the other—an even balance”. 
(quoted in Henry Kissinger, World Order: Reflections on the Character of Nations and the Course of History, London: Allen 
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Lane, 2014, p303) over four decades later while the world has changed significantly, 
basic global trends have remained intact and two other “newcomers”, namely 
India and brazil, have been accommodated as Walt Rostow’s “powers of critical 
margin”. At the end of the 1980s, when the bipolar world system (the Soviet 
Union versus the US) was still in existence, the noted historian Paul Kennedy 
(The Rise and Fall of the Great Powers, New York: vintage books, 1989, p534) had prophetically predicted, 
“the only serious threat to the real interests of the United States can come from 
a failure to adjust sensibly to the newer world order”. The “end of history” 
paradigm has been proven invalid and the debacles in Afghanistan and Iraq, 
the delayed global economic recovery, the greater Middle East imbroglio, the 
roaring immigration crisis in the European Union, the nascent regional centres 
of gravity (“new influentials” as addressed in the late 1980s) vigorously asserting 
their autonomy, the stalemate in the Ukraine nurtured by the West and other 
factors have been instrumental in putting the “unipole” to retreat.

on the other side of history, the international system is being continuously 
diversified and geopolitical clout proactively dispersed. As argued by the French 
analyst Côme Carpentier de Gourdon 
(The Coming of a New World, mimeo, 
Paris, 2015), “a brief era of unipolar 
American hegemony ... is now waning 
fast partly as a consequence of inner 
processes of decay and disintegration in 
the US and partly because of the rapid 
rise of the Asian giant states of China, 
Indonesia and India—on which many 
countries such as Australia and even 
the US are becoming economically 
dependent—the revival of Russia, the 
increasing autonomy of Latin America 
under the aegis of brazil and the 
undefeated defiance of a few ‘resistant’ 
states such as Iran, North Korea, Cuba 
and Syria backed to a certain extent by 
the new great powers of the East and South”. According to dilip Hiro, (After Empire: 

The Birth of a Multipolar World, New York: Nation books, 2010, pp5–6) the most recent developments 
“have cumulatively led to an international order with multiple poles, cooperating 

Recent developments have 
cumulatively led to an 
international order with multiple 
poles, cooperating and competing 
with one another, with no single 
pole being allowed to act as the 
hegemonic power. Quite simply, 
the age-old balance of power is 
back at work. We are witnessing 
the growing conceptual gap (and 
conflict) between national and 
imperial (“universalist”) identities 
and respective paradigms of 
world history.
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and competing with one another, with no single pole being allowed to act 
as the hegemonic power. Quite simply, the age-old balance of power is back 
at work”. Put differently, we are witnessing the growing conceptual gap (and 
conflict) between national and imperial (“universalist”) identities and respective 
paradigms of world history.

The “new influentials” turned “powers of critical margin” have been striving to 
occupy positions of significance in the global hierarchy although no single nation 
has the capacity to conquer the “peak”. Today the “peak” is surrounded by Russia, 
India, China and brazil (domestic turmoil in the latter seems surmountable), 
to name a few prominent contenders for global superiority. While on the one 
hand, these nations have no intention to deprive the US of its remaining primus 
inter pares status in the international system, on the other, they are no longer 
prepared to function as junior partners to it as Kremlin dwellers did under boris 
Yeltsin in the last decade of the previous century. Instead, the “new influentials” 
have engaged in a dexterous and nimble game of engagement and containment 
with the erstwhile “sole superpower”, cooperating here and competing there. 
China has already emerged as the world’s only financial “superpower”. The logic 
of geoeconomics and geopolitics has led the most populous nation to seek an 
alternative global financial architecture. India has been pursuing the goal of 
transforming the existing world order and the IbSA (India–brazil–South Africa) 
dialogue Forum plays an essential role in its foreign policy. New delhi is of 
the view that the United Nations needs to be reformed to reflect the emerging 
composition of forces in world politics. Russia, on its part, continues to defend 
its vital interests in Eurasia.

“The rise and fall of empires” as a global historical paradigm has been in 
use since time immemorial and American supremacy is not destined to be an 
exception. In the realm of political economy, the very model of capitalism put 
into operation in the early 1980s under Ronald Reagan’s stewardship (regarded 
academically as “the new political economy”) and “ossified” subsequently by the 
Washington Consensus has been dishonoured economically, intellectually and 
politically. The systemic crisis as noted by financial analyst Anatole Kaletsky 
(Capitalism 4.0: The Birth of a New Economy in the Aftermath of Crisis, New York: bloomsbury, 2011, pp4–5) was 
“created by the Margaret Thatcher–Ronald Reagan political revolution of 
1979–80”. That version of capitalism “romanticised markets and distrusted 
government. ... This extreme antigovernment ideology ... triggered the 2007–
09 crises”. If the US and West Europe “cannot show the ideological flexibility 
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required to make Capitalism 4 (an imaginary model of ‘enlightened’ capitalism) 
succeed, the political economy of the coming decades will probably be shaped 
by China and other authoritarian neocapitalist nations, instead of by Western 
democracies”. History however has not given convincing proof to the vitality of 
this reasoning. The coming multipolar 
world is supported by the “loose 
geometry of international relations” 
(academic design by the famed French 
social scientist Emmanuel Todd) that 
has begun to act as a substitute for 
bipolarity and the unipolar vision 
of foreign affairs. New geopolitical 
balances shaped by “new arrivals” 
(including India) have materialised, 
offering new possibilities on the world 
scene. In the near future, the world 
order would be ultimately dependent 
on the “activism” of the following 
actors—India, China, brazil, the 
historical “core” of the EU plus the 
United Kingdom (tentatively), Russia 
and Japan (increasingly more likely).

The future approach to economic growth and development would be pivotal 
to raise Russia’s international status. Foreign policy imperatives have regularly 
acted as the powerful “driving force” of the country’s domestic modernisation. 
Put another way, coherent geoeconomic strategy could be instrumental in 
advancing Russia on the global scene. A central element of this strategy is the 
process of crisscrossing investments. Mutual investments between Russia and 
India could increase five-fold by 2025, according to Indian Foreign Secretary 
S Jaishankar. Currently they average around $11 billion and both sides have 
set targets to increase them to $30–50 billion by 2025. The trade turnover is 
expected to reach the $30 billion mark over ten years. (online at https://www.rt.com) In a 
move that could step up Russian investments in India, the two sides are in talks 
to set up a joint investment fund for high-tech products, defence equipment 
and other areas of mutual interest. Although a final decision is pending, the 
corpus of the proposed Russia–India investment fund could be around two 

Mutual investments between 
Russia and India currently 
average around $11 billion and 
both sides have set targets to 
increase them to $30–50 billion 
by 2025. India’s investments 
in Russia today stand at seven 
billion dollars, more than 
double Russia’s investments of 
about three billion dollars in 
India. However, with Russia’s 
deteriorating ties with the West, 
India may soon be “upgraded” 
in Russia’s investment “priority 
list”.
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billion dollars and would be a 50:50 joint venture. (online at http://www.thehindubusinessline.

com) India’s investments in Russia today stand at seven billion dollars, more than 
double Russia’s investments of about three billion dollars in India. However, as 
some financial analysts predict, with the stalemate in the Ukraine and Russia’s 
deteriorating ties with the West (the US and EU), India may be soon “upgraded” 
in Russia’s investment “priority list” and the equation in the area of crisscrossing 
investments could change in the not-so-distant future. The regrouping of forces 
in the international system, instigated by the Ukraine imbroglio, makes it a 
“must” for Moscow to diversify its foreign economic cooperation ties. Therefore, 
Russia is keen to invest more aggressively in India as it looks for markets other 
than the US and West Europe. In the new Russian geoeconomic scenario, the 
latter two spheres are increasingly regarded as “unreliable partners”.

Russia believes its partnership with India would be a successful repetition of 
its experience with China. The Russia–China Investment Fund was established to 
initiate investment projects in various industrial clusters including high-tech and 
infrastructure development. With respect to the Indian “angle”, Russia seems to be 
mobilising financial resources for a huge investment fund, enjoying government 
support in both New delhi and Moscow. As Russia is keen on cooperation in the 
defence sector as well as other clusters of high-tech prominence, its officials want 
the fund to focus on mutual investments in sophisticated clusters. Further, in the 
“waiting list” are the supply chains to maintain collaborative manufacturing in 
the spheres of advanced goods and state-of-the-art equipment. There is immense 
opportunity for expanding Russia–India bilateral investments in light of Russia–
China investments, which total $80 billion. In the case of the US, the figure 
for China is even higher at $109 billion. Russia and India are also working on a 
free trade agreement (FTA) to boost bilateral trade from the existing six billion 
dollars, which is less than one per cent of India’s total foreign trade volume.

Indian companies have hitherto had little presence in Russia’s far eastern 
region, whereas China has made inroads to tap the vast natural resources of the 
area. As far as Russia–India cooperation is concerned, a beginning was made 
when Tata Power signed an agreement with the Russian government to invest 
in the Far East segment of the Russian energy sector. The signing took place on 
24 december 2015 at the annual summit in Moscow. Indian businessmen are 
welcome to evaluate the economic potential of the vast region where there are 
numerous opportunities to be discovered by the corporate sector. Russia’s Far East 
is a huge reservoir of natural resources and enjoys a lucrative transportation and 
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logistics “narrative”. Geographically, this part of northeastern Eurasia is twice the 
size of India. Further, the Russian government has elaborated a reasonable model 
of investment and business activity that has certain competitive advantages 
compared to those of other Asia–Pacific rim countries. New and efficient 
mechanisms and institutions are also being put into operation in the region.

1. The state (in the name of the region’s administration) has rendered all 
necessary assistance to the development of infrastructure indispensable for 
industrial activity of various kinds

2. The region’s administration has also concentrated efforts on creating a business 
friendly climate in the area

A manifestation of this policy initiative has been the development of the 
free ports network destined for stimulating economic growth and expanding 
benefits and advantages for potential partners in the investment process. The 
idea of “vladivostok as a free port” is the focal point of the policy for attracting 
overseas investors and within this scheme Indian entrepreneurs are welcome. 
The regional authorities in vladivostok maintain that collaboration with Tata 
Power in the realm of foreign direct investment (FdI) will advance cooperation 
initiatives beyond the energy sector. The obvious economic advantages of 
the joint project are just one side of the collaboration coin. The other is the 
provision of necessary proof for the Indian corporate sector of the earnestness 
of intentions of regional authorities to provide exhaustive support to investors 
and convincingly demonstrate the viability of new, reasonable, convenient and 
lucrative rules of investment friendly mechanisms operating in the Russian Far 
East. These include:

•	 No	import	or	export	duties
•	 Fast	and	convenient	customs	procedures
•	 Welcoming	of	overseas	workforce	(where	necessary)
•	 Possible	co-financing	of	investors	by	the	Russian	Far	East	Development	Fund
•	 Non-payment	 for	property,	profit	or	 land	 tax	 for	 the	first	five	years	of	 the	

project
•	 Non-imposition	of	value	added	tax
•	 Discounts	of	up	to	60	per	cent	for	usage	of	land	and	infrastructure
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According to the media, a number of Indian companies such as the industrial 
conglomerate Enso Group are keen to invest in the Far East projects. (online at http://www.

articles.economictimes.indiatimes.com) Russia institutionalised the investment and financial 
cooperation agenda in the Eastern Economic Forum held in vladivostok, 2–3 
September 2016. vladivostok hosts the second international economic forum in 
the country, the first being the St. Petersburg Economic Forum and both events 
enjoy President vladimir Putin’s personal support. Crisscrossing investments 
between Russia and India are also sustained by geopolitics.

“both India and Russia have now realised that in their quest for global power 
status, it is imperative that they restore the climate of intimate friendship. 
Russia needs India as a market for its goods to bypass Western sanctions 
imposed after its power push in Ukraine. The forthcoming Transatlantic 
Trade and Investment Partnership driven by the US will also force Russia to 
eye markets beyond Europe. India is a natural partner. despite its renewed 
friendship with China, Russia will soon find itself in competition with it, 
as beijing regards itself as the new G-2 along with the US. India can help 
provide the multipolarity that Russia fiercely seeks. India needs Russia because 
it can meet its abundant energy requirements at a cost effective price. despite 
expanding its defence purchases from the US, Israel and Europe, India still 
needs to collaborate with Russia to master future technology including for 
space. It improves India’s bargaining power when it negotiates arms sales 
with the West. Russia can be a major market for Indian industry such as 
pharmaceuticals, manufactured goods, dairy products, bovine meat and 
frozen seafood. Geopolitically, Russia continues to be a balancing force against 
any designs China and Pakistan may have in our region”. (Raj Chengappa, “Why 
Modi’s Moscow Tour is important for Indo–Russia Relations”, India Today, 16 december 2015, online at  
http://indiatoday.intoday.in).

As mentioned above, Indian investments in Russia now stand at seven billion 
dollars, mainly in the oil and gas sector. While the Tata Group plans to set up 
an assembly line for mini trucks and buses, pharmaceutical companies such as 
the Sun Group, Ranbaxy and Lupin are also keen on expanding operations in 
Russia. There is immense potential in the diamond, fertiliser and food sectors 
and these opportunities need to be exploited by India. Russia too must step up 
investments in India. Major opportunities are opening up for Russian companies 
in India to contribute to Narendra Modi’s “Make in India” initiative in sectors 
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such as civil aviation, defence equipment and railways. India for its part should 
absorb Russian technology and reduce bureaucratic hurdles. It is also “on track” 
for an FTA with the Eurasian Economic Union for the provision of greater access 
to markets in Russia and some CIS countries. India recently shared the first draft 
of a joint study group report on the possibility of such a pact with the five-nation 
bloc. Current economic conditions in Russia like the depreciation of the rouble 
are helpful for companies to market their major products in India and other 
Asian countries. A weak rouble may be instrumental in encouraging Russian 
companies to tap Asian markets.

Since the Russian leadership has made it clear that it is in the country’s long-
term interests to strengthen various 
formats of cooperation with India (as 
part of the Kremlin’s “pivot towards 
Asia” strategy), it is time for Russian 
manufacturers to search for reliable 
partners in India. both countries are 
keen on promoting manufacturing 
skills and facilities as well as increasing 
exports to third countries. According 
to the expert group the Russian 
International Affairs Council, (A New Era: 
India–Russia Ties in the Twenty-first Century, Moscow: 

Rossiyskaya Gazeta, 2015, p161) low figures of 
Russia–India bilateral trade turnover 
“are primarily due to logistics. It would 
be unwise to use the size of economic 
trade between, say, India and China ... 
with their high proportion of crossborder exchanges, as a benchmark. However, 
in view of India’s ongoing policy to activate its industry, Russia has the potential 
to increase non-raw material exports to the country”.

The Russian direct Investment Fund will team up with an Indian counterpart 
to invest a billion dollars in infrastructure and hydroelectric projects. India needs 
to overcome chronic power shortages and the world’s largest democracy has vast 
untapped hydroelectric potential in its northern Himalayan belt. (online at http://

in.reuters.com) While inviting Russian chief executive officers to invest in sectors 

Major opportunities are opening 
up for Russian companies in 
India to contribute to Narendra 
Modi’s “Make in India” initiative 
in sectors such as civil aviation, 
defence equipment and railways. 
India for its part should absorb 
Russian technology and reduce 
bureaucratic hurdles. It is also 
“on track” for an FTA with the 
Eurasian Economic Union for 
the provision of greater access to 
markets in Russia and some CIS 
countries.

T H E  G E o P o L I T I C S  o F  C R I S S C R o S S I N G  R U S S I A – I N d I A  I N v E S T M E N T S



W O R L D   A F F A I R S  A U T U M N   2 0 1 7  ( J U L Y  –  S E P T E M B E R )  V O L  2 1   N O   3128

like aerospace, infrastructure and diamond, the Indian prime minister said his 
government had created a hospitable environment to boost economic growth, 
was committed to a fair taxation regime and efforts towards improving the ease 
of doing business would go on. Appreciating the interest shown by Russian 
businessmen in the delhi–Mumbai industrial corridor, Modi said that they should 
also look at the Chennai–bengaluru and Amritsar–Kolkata corridors. According 
to Putin, greater efforts were needed to remove hurdles to ensure a better flow 
of investments from Indian companies to Russia. overall, trade and business 
relations have become vibrant and a number of Russian and Indian companies 
have started working together. (online at http://www.ndtv.com) The Russian government 
sees trade with India as a factor accelerating domestic economic growth. From 
the Indian perspective, the “Make in India” initiative would welcome Russian 
companies, both public and private. In fact, Russian firms are planning to 
invest in India, tentatively in construction, large infrastructure projects, freight 
corridors and industrial clusters, “smart cities”, engineering services, etc. It is 
understood that Russian partners are prepared to share technologies and skills 
with their Indian counterparts. on the other hand, Indian companies are also 
exploring possibilities for investing in sectors such as coal mining, fertilisers, 
hydrocarbons, minerals and rare earth metals.

It is evident that bilateral relations remain vital for both countries amid 
the changing regional and global security environment. (online at http://thediplomat.

com) Moscow’s relationships with New delhi and beijing are likely to be pivotal 
factors shaping any Russian geoeconomic expansion. The ability of the Shanghai 
Cooperation organisation to tackle challenging issues in the not-too-distant 
future would also have an immense effect on Russia’s foreign policy strategy 
in the Indian ocean. This body of water has increased in importance in recent 
years, with its sea lines of communication facing potentially heightened risks 
of maritime confrontation between India and China, along with other support 
states aligned with either side. As part of its emerging role in the Indian ocean, 
Russian warships have been operating with those of other states around the 
Seychelles and in the Arabian Sea to counter the piracy threat. (online at http://www.
futuredirections.org)

Under the newly emerged geopolitical circumstances, India has started 
turning towards Russia. Its companies providing technologies or advanced 
equipment (in sectors like oil and gas) may find a demand in the Russian 
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market, as these goods were previously imported from Western Europe. Some 
Indian firms are ready to start deliveries to Russia and discuss establishing joint 
ventures with their Russian counterparts. The possibility of rapidly increasing 
crisscrossing investments from India lies in comprehending the phenomenon 
of Indian outward FdI. Experts in the field maintain that Indian outward 
FdI has been growing constantly since 2000. Statistics show that the level of 
economic development and per capita income in the country’s economically 
advanced states and union territories is comparable to those of middle-income 
transitional societies that have emerged as active outward investors. Strangely, 
the total outward FdI by India is almost as large as total inward FdI into India. 
(Karl P Sauvant, Jaya Prakash Pradhan, Ayesha Chatterjee 

and brian Harley (Eds), The Rise of Indian Multinationals: 

Perspectives on Indian Outward Foreign Direct Investment, 

New York: Palgrave-Macmillan, 2010) Nowadays, 
Indian outward FdI flows mainly to 
industrially advanced countries. The 
reason for such behaviour seems to be 
the search for Western technologies 
and organisational skills which Indian 
companies still lack. In the last 10 
to 15 years, the corporate “picture” 
of Indian overseas FdI has become 
more complex and detailed with numerous companies not belonging to the 
traditional business houses entering the outward FdI market. Most of these are 
small-scale and medium-sized enterprises. The presence of “newcomer” regions 
and companies has increased dramatically. The rapid growth of Indian outward 
FdI flows is associated with the diversifying national economy.

In addition, the geography of investments makes a difference. Experts on 
outward FdI state, “Current outward FdI flows from India reflect a broad 
industry composition, including the rise of new players from industries as diverse 
as gas and petroleum to software and pharmaceuticals”. (ibid, p6) However, the 
investment markets of advanced Western countries are still far from friendly and 
hospitable. Hence, many Indian companies, among them large and internationally 
experienced ones, have been adversely affected by intense competition and 
forced to restructure to emphasise product specialisation, increase productivity 
and improve manufacturing quality. Since the late 1990s, new developments 

Under the newly emerged 
geopolitical circumstances, India 
has started turning towards 
Russia. Its companies providing 
technologies or advanced 
equipment (in sectors like oil 
and gas) may find a demand 
in the Russian market, as these 
goods were previously imported 
from Western Europe.
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in global and regional markets and the liberalisation of investment regimes 
overseas have encouraged Indian firms to “go global”. overseas investments have 
become instrumental in gaining access not only to new markets, but also to 
innovative skills, technologies and the organisation of the process of production. 
Geographically, Indian acquisitions as part of its overseas FdIs are predominantly 
in industrially advanced countries. As far as transitional economies/emerging 
markets are concerned, Indian acquisitions tend to concentrate on gaining access 
to natural resources like oil, gas and minerals. However, in these investment 
markets, Indian firms of late have begun to suffer competition from their 
Chinese counterparts. Keeping in mind the financial capability factor, Chinese 
companies have emerged victorious in a number of pivotal cases. It is also well 
known that successful Indian outward FdI in the energy sector is a result of the 
growing direct engagement of the state.

Indian companies have been turning to acquisitions to upgrade their overall 
profile in the terrain of technological advancement. Nonetheless, these firms 
operating overseas are in need of an adequate international framework for FdI. 
In the words of the Nobel Prize winner Joseph Stiglitz, “globalisation has not 
benefited everybody. It has not been the case of a rising tide lifting all boats—some 
people and countries are actually worse off. but the problems are not inherent 
in globalisation—it is the way in which globalisation has been managed”. (Karl P 
Sauvant (Ed), The Rise of Transnational Corporations from Emerging Markets: Threat or Opportunity, Cheltenham: Edward 

Elgar, 2008, p319). other scholars like baldev Raj Nayar (The Geopolitics of Globalisation: The 

Consequences for Development, New delhi: oxford University Press, 2005, p238) note with disappointment 
that globalisation from inception has acquired a “truncated” character. Under 
the existing circumstances, India, despite its enviable history of active economic 
growth, seems to retain hurdles “in enacting economic policy reform because 
of the difficulties in building policy consensus in a far-flung federal structure, 
situated in an ethnically heterogeneous continental polity”. While India’s efforts 
to conquer the investment markets of industrially advanced nations have met 
with only partial success, it does enjoy practically unparalleled expertise in the 
field of development cooperation, that is, in assistance to transitional societies 
(nowadays referred to as “emerging markets”) in modernising their national 
economies. As per Sachin Chaturvedi, (The Logic of Sharing: Indian Approach to South–South 

Cooperation, delhi: Cambridge University Press, 2016, p3) “pragmatism is key to the genesis and 
evolution of Indian development cooperation policy, which reflects the broad 
principles informing New delhi’s general foreign policy—sovereign equality and 
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a belief in friendly relations with all countries”. This policy is instrumental of 
“the rapid evolution of ... an equitable economic order under which all nations 
can live without fear or despair”.

Indian economic reforms have created a more open, flexible and export 
oriented economy. one pivotal direction of the outward economic strategy is the 
Look East (nowadays Act East) policy 
targeted to connect India’s national 
economy through trade with the 
Association of Southeast Asian Nations 
and other “Tiger” economies of East 
Asia. However, the economic “leg” of 
the Look/Act East policy is still lacking. 
“From an economic perspective, there 
is much potential for India to improve 
its position in the region, but so far the 
results have been disappointing and 
reduce India’s influence over economic 
affairs. In economic terms at least, 
India is yet to prove that it is a nation 
of consequence. Significant limitations 
need to be overcome domestically for 
this to change”. (Lavina Lee, “India as a Nation of Consequence in Asia: The Potential and Limitations of India’s 
‘Act East’ Policy”, The Journal of East Asian Affairs, vol29, no2, Fall–Winter 2015, p78)

The rapid, seven per cent plus economic growth and the search for “power of 
critical margin” status have impelled India to diversify its foreign economic policy. 
Russia’s revival may be of relevance for large and medium scale Indian companies 
to invest in as well as for expanding two-way economic relations, especially to 
upgrade India’s status as a world power. An improvement in the connectivity 
between Russia and India would ultimately depend on the efficient bilateral usage 
of two trans-regional traffic cuts—the International North–South Transport 
Corridor and the Northeast Passage. The latter is an Arctic ocean shipping 
route connecting the Atlantic and the Pacific and incorporates the Northern Sea 
Route—an entirely Russian cut. India has also prioritised the construction of the 
International North–South Transport Corridor to connect with Central Asia, 
West Europe and Russia including its Siberian regions. “A multimodal system 

In transitional economies/
emerging markets, Indian 
acquisitions tend to concentrate 
on gaining access to natural 
resources like oil, gas and 
minerals. However, in these 
investment markets, Indian 
firms of late have begun to 
suffer competition from their 
Chinese counterparts. Keeping 
in mind the financial capability 
factor, Chinese companies have 
emerged victorious in a number 
of pivotal cases.
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of liner shipping and container trains with fixed rates, schedules and customs 
privileges needs to be set up. The involvement of Iran could help revive the 
Moscow–Tehran–delhi geoeconomic triangle”. (A New Era: India–Russia Ties in the Twenty-first 

Century, ibid, p162) As per experts, both traffic cuts are convenient for transportation, 
albeit with two reservations. First, the northern transportation leg crosses the 
troubled waters of the South and East China Seas. Second, the freedom of 
movement along the North–South Transport Corridor would ultimately depend 
on the good will of the Iranian government since the Islamic republic is always 
seeking to take maximal possible advantage of its pivotal geopolitical position. 
In the latter case, deliberate political steps to institutionalise the delhi–Tehran–
Moscow geoeconomic triangle would be essential. That said, the economic 
geography of the Russian regions could be tentatively targeted for reciprocally 
beneficial investment activity. The acceleration of economic growth in Russia 
would ultimately depend on the maximum utilisation of economic potential 
“hidden” in the country’s regions. Thus, Russia’s regions are beginning to move 
in the direction of their Indian counterparts. In this context, India received 
the special status of Innoprom 2016 Partner Country at Yekaterinburg, 11–14 
July 2016. At the main industrial trade fair, India presented its commercial and 
industrial capabilities as well as the scientific and cultural potential of its states.

Several case studies deserve attention. The fossil fuel rich Tyumen oblast 
(region) has prepared a formal proposal for overseas investors in areas such as the 
construction of an international exhibition centre, joint efforts targeted at fossil 
fuel extraction and refinery, shipbuilding, food processing, production of citric 
acid, etc. After the 2014 imposition of sanctions against Russia, the Tyumen oblast 
government introduced a number of initiatives to accelerate import substitution 
and prioritised several industries such as machine building (including the 
manufacture of equipment for carbons extraction and refinery); shipbuilding; 
machine tool construction; pharmaceuticals industry; agro–industrial cluster; 
furniture making, etc. The last three sectors are included, as Indian companies 
have accumulated meaningful and convincing experience in them. Moreover, 
the Tyumen oblast has extensive practical know-how of institutionally and 
financially supporting enterprises involved in cooperative ties with foreign 
partners. In Russia, the Tyumen region is ranked third behind Moscow city 
and the Sakhalin oblast in terms of an investment friendly environment. It has 
also become increasingly evident that the local business community finds the 
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acceleration of investment inflows from India timely, relevant and appropriate 
to the development needs of the area. Since the imposition of sanctions, the 
authorities in Russia’s regions have placed greater emphasis on import substitution 
and development cooperation with countries like India. Such a policy may be 
regarded as one of the central elements of any coherent growth strategy not only 
for the Tyumen oblast but also for Siberia at large.

In the Chelyabinsk oblast located in the southern Urals, regional authorities 
are ready to initiate a joint Russia–India pilot project in the agro–business 
cluster. The region is self-sufficient 
in the area of food security and looks 
forward to investment collaboration in 
this field on a reciprocal basis and part 
of its agricultural production could 
be exported to India. If successful, 
the project could pave the way for 
new areas of Russia–India investment 
cooperation including the defence 
industry—the “core” industrial cluster 
of the Chelyabinsk oblast. To put 
the Urals region in a wider all-Russia 
perspective, according to the Customs Service of the Russian Federation, the 
export of its companies to India amounted to 15 per cent of the overall export 
deliveries to India in 2015, while imports did not exceed three per cent. (online 

at http://expert.ru) Thus while on the one hand, business communities in both 
countries have been invited to think creatively in terms of “region-to-region” 
cooperation—“horizontal” ties are independent of the “centre” and have a logic 
of their own—on the other, bilateral consortia are to be set up in the near future 
to promote mutual investments.

The joint investment and manufacture programmes in the Urals and Siberia 
could help create a solid foundation for long-term Russia–India economic ties, 
from the grassroots level up and progressively involving other regions as well 
as numerous small and medium scale enterprises. The tentative involvement 
of Indian companies in the process of crisscrossing investments would expand 
political support to bilateral ties by the emerging and gradually self-asserting 
middle class throughout the vast landmass of the Russian Federation. Moscow 

The economic geography of 
the Russian regions could 
be tentatively targeted for 
reciprocally beneficial investment 
activity. The acceleration of 
economic growth in Russia 
would ultimately depend on 
the maximum utilisation of 
economic potential “hidden” in 
the country’s regions.
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appreciates New delhi’s well-balanced stance on the Ukraine crisis and the 
developments in the Crimea in the early spring of 2014 (online at https://vz.ru)—Russia 
values India’s moral support. This part of the country could also be a field of 
mutual investments, as enterprises located on the Crimean peninsula have the 
capability, capacity and competence to develop cooperation with India in the 
field of military procurement. The Russian federal government has initiated a 
programme for the modernisation of industrial units located on the peninsula 
with more than a billion roubles being allocated for the purpose. Experts in the 
field are of the view that Crimean enterprises could help clear the bottlenecks 
in India–Ukraine military cooperation that have materialised in the last two-to-
three years. In december 2014, Sergey Aksenov, head of the Crimea Republic, 
signed a memorandum of understanding with his counterparts, executives of 
the “India–Crimea” partnership endowment. Accordingly, Indian companies 
have been invited to invest in the Crimea in infrastructure projects, tourism, 
agro–industrial cluster, pharmaceutical industry (online at http://www.perekop.ru) and 
shipbuilding. (online at http://www.newc.info) For reasons of academic clarity, “tourism” 
may be substituted by “hospitality industry”, as the latter includes lodging, event 
planning, theme parks, transportation, cruise lines, etc.

Around the world, the hospitality industry is a multibillion enterprise and 
if commercially successful, provides a distinct competitive advantage for the 
country engaged. Numerous estimates testify that the personnel engaged in 
facility maintenance and direct operations in the Crimea are highly professional, 
diligent and hard working. The Indian oberoi Group with vast experience in 
the hospitality business, domestically and internationally, could be a tentative 
partner in Russia–India investment projects in the Crimea. Apart from building 
hotels, the group has also restored buildings of historical significance such as 
in Rajasthan and in delhi (the oberoi Maidens hotel in the capital city). Also 
cited in the leisure list is the Taj Group, which operates hotels, resorts and 
palaces turned into hospitality attractions. The group is known for its stylish 
sophistication, creative energy and uncompromising efficiency. The Taj group 
offers a wide range or “mixed bag” as stated by the company’s professionals, of 
brands/categories of hotels that satisfy the most capricious customers’ perceptions 
at a time when competition within the middle class is tough. In this tentative 
“fighting” scenario, Indian hospitality industry groups could have an edge 
compared to their Western and Turkish counterparts. Lastly, Indian companies 
have also acquired internationally reputed competence to commercialise research 
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and development projects in spheres of science and technology such as in new 
materials, surface and air-based transportation systems as well as “futuristic” 
platforms of civil aviation, a number of sensitive technologies in various sectors 
of the national economy, etc.

Crisscrossing investments, being a part of the overall geoeconomic and 
geopolitical “design”, could be instrumental in strengthening the strategic 
autonomy in the world system of both Russia and India. Russia regards foreign 
and domestic investments as efficient instruments for regaining the status of 
“powers of critical margin” in international affairs. Russia–India coming together 
in the area of reciprocally advantageous investment activity could help implement 
the development agenda and buttress the socioeconomic foundations of both 
political systems.

This article was prepared at the Primakov Institute of World Economy and International 
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