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Russia and Ukraine War: Impact on Indian Economy

     Dipak Kumar Dash
                     Assistant Professor, P.G Dept of Political Science, Christ College, Cuttack

ABSTRACT

 The war between Russia and Ukraine is a major challenge to the world economy. The whole world economy could
be seen to experience slower growth and faster inflation due to this war. India has no exception from this turmoil’s
impact. India’s economy is still in the process of recovery from the Covid pandemic. Again the crisis in Ukraine
and Russia put a challenge to Indian economy.  The war has sent oil prices spiraling which have raised concerns to
India’s economic recovery. The war between Russia and Ukraine enhance the prices of diesel and petrol as well as
vegetable oils. These products are become very expensive. India is a major importer of these commodities from
Russia. So, India’s development is going to be disturbed by this situation. In this background this article is an
attempt to show the economic challenge of the Russia-Ukraine war in different spheres of Indian economy.
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INTRODUCTION:

 The world has been experiencing many wars from time
to  time.  The  1st world  war  and  2nd world  war  are
prominent among them. Recently the world is facing
the COVID pandemic. When this pandemic has put a
challenge to the world economy everyone thought that
war is now secondary. But immediately this view of
world leaders are proved wrong and the clouds of Russia-
Ukraine war has covered the sky of the world. Russia
Ukraine War is the immense chaos the world saw from
February 2022. Russia’s invasion in Ukraine became
the most major conventional attack on a country which
caused a terrific economic crisis for the whole world.
By keeping in mind the cordial relations and historic
partnership between India and Russia, India had shown
a neutral stand for Russia in this war.

Historical Background:

Both Ukraine and Russia have shared hundreds of years
of cultural, linguistic and familial links.  For many
scholars in Russia and in the ethnically Russian parts of
Ukraine, people have shared an emotional bondage
which has been exploited by both countries for electoral

and military purposes. Ukraine was the second-most
powerful Soviet republic after Russia in the erstwhile
Soviet Union. It was crucial in Russia’s foreign policy
from strategic, economic and cultural point of view.
Ukraine is a crucial buffer between Russia and the West.
Ukraine’s eagerness for NATO membership and Russian
interests in the Black Sea are the major causes of the
Russia-Ukraine conflict.

     The United Soviet Socialist Republic (USSR) was
dissolved in 1991. Ukraine and Russia has a cordial
relationship with each other. In 1994, Ukraine agreed
to be a part of the Treaty of the Non-Proliferation of
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Nuclear Weapons as a non-nuclear-weapon state. As per
the regulation of this treaty former Soviet nuclear
weapons in Ukraine were removed and dismantled. In
return, Russia, the United Kingdom, and the United
States decided to uphold the territorial integrity and
political independence of Ukraine through the Budapest
Memorandum on Security Assurances. After the
dissolution of the USSR, several former Eastern Bloc
countries have decided to join NATO.

     The conflict between Russia and Ukraine was started
in 2004 when in the Ukrainian presidential election was
held. During the course of election campaigning,
opposition candidate Viktor Yushchenko was given
poision by TCDD dioxin. He thought Russia was
responsible for this incident. In November, Prime
Minister Viktor Yanukovych was declared as winner in
the election. But opposition alleged him for vote-rigging
in election. His two-month ruling period was termed as
the Orange Revolution. In this time large peaceful
protests were successfully occurred throughout the
Nation. After the verdict of the Supreme Court of
Ukraine a second round re-run was held. After the re-
run, Yushchenko was elected as president while Yulia
Tymoshenko was elected as prime minister. The Orange
Revolution is named as a part of colour revolution.
Russia has used the term of colour revolution for orange
revolution. Russian military officers said that such
colour revolutions are nothing but as an attempt by the
US and European powers to destabilise Russia’s
neighbouring countries and undermine its national
security. (Cordesman: 2014).

     At the 2008 Bucharest summit, Ukraine and Georgia
decided to join NATO. The response among NATO
members was not unanimous in this regard. The Western
European powers were not agreed to give Membership
Action Plans (MAP) to these 2 countries. They thought
membership should not be given to these 2 nations by
which they can avoid antagonising with Russia. But,
US President George W. Bush was not agreed with this
view.  He  supported  for  their  admission  in  NATO.  At
last NATO ultimately refused to offer Ukraine and
Georgia MAPs. It issued a statement regarding their
membership that “these countries will become members
of NATO” at some point. Putin, the president of Russia
strongly opposed the entry of Georgia and Ukraine in
NATO. Till January 2022, the prospect of Ukraine
joining NATO remained quiet hushed. (Arshi: 2022)

    In February 2014, Russia attacked Crimea with the
objective to annex it. Russian troops and Special Forces

took strategic positions. They captured the Crimean
Parliament by raising a Russian flag. In the coming days,
Russian soldiers captured important airports and a
communications center of Crimea. Russia made cyber
attack to Ukraine which led to shut down websites
associated with the Ukrainian Government, news media,
and social media. By this Cyber attacks Russian were
able to access the mobile phones of Ukrainian officials
and members of parliament. It further disrupted
communications system of Crimea.

     In the following days, all remaining Ukrainian
military bases and installations were surrounded and
besieged. The Southern Naval Base was captured by
Russian forces. Ukrainian military bases and ships were
destroyed by Russian army. On 15 April, the Ukrainian
parliament declared that Crimea was a territory which
was temporarily occupied by Russia. The war like
situation was continued between Russia and Ukraine
because of Crimean and membership of NATO issue
which was finally happened on 24th February when
Russia invaded Ukraine. In his speech justifying the
attack of Ukraine, Putin falsely claimed that NATO
military infrastructure was built in the Ukrainian
territory and it was a direct and immediate threat to
Russia. Russian Foreign Minister Sergey Lavrov
glorified this conflict as a proxy war which started by
NATO.  He  said:  “We  don’t  think  we  are  at  war  with
NATO ... Unfortunately, NATO thinks it is at war with
Russia”. NATO views it is not at war with Russia; its
official policy is that it does not want confrontation, but
rather  its  members  hold  Ukraine  in  “its  right  to  self-
defense, as enshrined in the UN Charter”. (Roy: 2022)

Russia and Ukraine War: India’s strategic Autonomy
Approach:

 India was shocked when Russia invaded Ukraine with
the objective of overthrowing the regime. Further, India
is surprised by looking the degree of resistance from
the side of Ukraine. In this turmoil the Government of
India took a neutral stance. The main reason behind this
is that in a larger way it remained dependent on Russian
military supplies to maintain its defence stand with
regard to Chi-na. India and China still had 120,000
soldiers in forward positions against each other after
the Ladakh clash (2020). In this turmoil condition it
found no reason to change its traditional strategic
partnership with Russia.

     Indian neutrality was reflected when the United
Nations Secu-rity Council (UNSC) first took up the

Dash:   Russia and Ukraine War

http://www.docu-track.com/buy/
http://www.docu-track.com/buy/


63© THE THIRD VOICE REALITY AND VISION :  Vol No-5 | Issue No-1 | May 2023  | ISSN-2583-1852 (P)

Ukraine war. India was absent when 11 votes criticised
Russian aggression or supported sanctions against the
Russian regime. An additional cause was responsible
for India’s neutral stand on Ukraine issue i.e New Delhi
had had over 20,000 Indians, mostly students, trapped
in Ukraine.

      India has adopted the strategic autonomy approach.
The main objective behind this is to maximize its policy
space like- priority to National Interest over the block
politics. India is bound to adopt such neutral policy
because it is getting discounted oil, fertilizer, and other
commodities from Russia. India took a realpolitik
position on this issue.

India’s Diplomatic Activity:

The Government of India under the leadership of Modi
had made several rounds of conversations with his
Ukrainian counterpart Pres-ident Volodymyr Zelenskyy.
Foreign Ministers of India and Ukraine were also talked
to each other. From diplomatic sources it is came to
known that Ukrainian ask was whether Modi would be
prepared to act as a conduit to Putin as and when the
need arose? But Modi clarified that he had no issues in
playing such role. Kyiv has been largely silent on India’s
such role. Ukraine praised New Delhi for its decision to
provide aid to Ukrainian people. The leaders of the G-7
talked Prime Minister Modi to play a mediator’s role in
its Germany summit. India has already pressurised
Russia to make negotiations with Ukraine and started
thinking about how to bring the clash to an end. Modi
began approaching Putin on this point in their private
conversations. Similar messages were made to Russian
Foreign Minister Sergei Lavrov when he visited Delhi
in the month of April. The Indian leader also stressed
on to end the war. It was reflected at Shanghai
Cooperation Organization (SCO) summit which was
held in the month of Sep-tember. Here Modi publicly
told Putin that present era is “not an era of war”. India
played the same role to bring an end of the war which
was seen in the joint resolution of the G-20 summit of
Bali, Indonesia. (Srinivas: 2022)

Impact on Indian Economy:

Russia has declared war on Ukraine on 24th February
2022. This is the largest military operation on a European
country after the Second World War. It was understood
with the beginning of this war the world economy will
pay a “severe price”. The Organisation of Economic
Cooperation and Development (OECD) presumed that
the Russia-Ukraine war will be encircling weaker

growth, stronger inflation and potentially long-lasting
damage to supply chains. The organization presumed
that the global growth for this year may be reduced to
3% from the 4.5% .It  predicted this  in  December and
also predicated that inflation may be doubled probably
to nearly 9% for its 38 member countries. This forecast
was released in Paris. In 2023, it expects growth to slow
down to 2.8%. It is expected that sanctions imposed on
Russia due to the conflict will have an impact on the
global economy. India’s economy may be disturbed
because of disruption of supply chains. Generally the
whole world and particularly the developing countries
facing continuous oil price volatility, grain shortages
due to supply chain disruption and economic stagflation.
Its impact on energy and commodity prices is already
visible in the economy. In a recent development, crude
oil  prices  soared  past  $100  per  barrel,  tracking
uncertainty in global supply disruptions. India’s trade
with Russia is approximately $10 billion, which is 1.3%
of India’s total trade. India imports many commodities
such as significant amount of precious and semi-precious
stones, mineral oil, boilers, nuclear reactors and
fertilizers from Russia. All of these trades are being
affected. It will have a cascading impact on the Indian
economy. (Nazeeruddin: 2022)

The war has had an enormous impact on the global
economy. India has no exception from it. India has close
trade relationship with both Russia and Ukraine, and
the conflict has caused numerous disruptions to these
ties. The conflict between these two countries has caused
geopolitical tensions that have further affected India’s
economic situation. In recent years, India has become
increasingly interconnected with the international
economy. The war between Ukraine and Russia has had
a direct economic impact on its economy. India is a
developing nation. It relies heavily upon a variety of
strategic trading partners. So any disruption or tension
occurring in the global market can potentially damage
India’s overall economic progress.

    The Ukraine– Russia conflict has adversely affected
India‘s economy. India’s resources like coal, oil, natural
gas and other commodities such as steel, cotton and
wheat imports from Russia, and imports highly valuable
energy sources such as nuclear fuel from Ukraine. The
war between Russia and Ukraine has led to disruption
in these trade rotations due to increased tariff rates and
sanctions, leading to higher prices and diminished
availability of these commodities in India. This has, in
turn, had spiraling effects on people‘s economic well–
being and resources.
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 India for a long period maintained a watchful silence
on the Russia-Ukraine conflict. But recently India has
spoken in the matter. It called for a peaceful resolution
of the issue. India focused that it can be possible only
through sustained diplomatic efforts. India has carefully
thought about the risk of US sanctions under Countering
America’s Adversar ies through Sanctions Act
(CAATSA) in the matter of buying S-400 missile
defence system from Russia. India also wants the support
of both the US and EU which needs a balanced its
strategic calculus. (Mimansa: 2022)

Rescue of Indian students:

A large number of Indian medical students community
resided in Ukraine. The Indian Embassy in capital Kyiv
has started collecting information of these students to
rescue them. The name of this mission is called
‘Operation Ganga’. The main objective this is to
evacuate the thousands of stuck Indian students in
Ukraine. Most of these students went to the Ukraine to
pursue MBBS. For this they pay large amount of
fees. Under this programme 21000 plus Indians have
come out of Ukraine. (Srinivas: 2022) The Prime
Minister of India, Shri Narendra Modi has declareded
that all our efforts would be made to evacuate even the
last Indian from the soil of Ukraine under the mission
Operation Ganga. More than 80 flights have brought
back thousands of Indians to back their homeland.

Communication System:

The war has hindered access to reliable and inexpensive
communication systems, as the Russian–Ukrainian
region contains most of the submarine communication
cables in the world which known as the backbone of
the internet. These cables are crucial for the appropriate
functioning of global information technology networks
and services. The war has had serious repercussions on
download and upload speeds, data security and other
internet–driven services. (Bose and Garge: 2022). This
has also directly has the impact on the process of
international trade. This issue has been influenced
India’s trade because India given its reliance on online
software and services for conducting business.

Diplomatic Field:

Diplomatically, India required the USA to counter China.
The USA has not applied any pressure on the Narendra
Modi government to change its Ukraine stand
irrespective of New Delhi faced some criticism in the
USA media and Con-gress.

      India was not concerned about European criticism.
The govern-ments of the UK and France acknowledged
India’s arguments. India’s position was criticised in
Europe at official and civil society levels. The Indian
Government was not so much concerned about this
criticism. According to New Delhi the EU member-states
were  being  hypocritical  in  this  regard.  India  raised  a
question about EU because they said Ukraine is the
upholder of international law and a rules-based order
but EU is completely silent when China by force
captured much of the South China Sea in disobedience
of a UN court ruling or, for that matter, when Chinese
troops attacked Indian soldiers in 2020. (Meena: 2022)
Mr S. Jaishan-kar, the Foreign Minister of India strongly
condemned the European criticism and its double
standard role at the Bratislava Forum in June, 2022.

Trade and Investment:

 India is the second-largest importer of Russian goods.
The ongoing Russia-Ukraine war has had a direct impact
on India’s economic ties with both countries. The region
is destabilized. So it reduced the amount of safe and
efficient transport routes. By this the cost of trading
between India and Russian or Ukraine-based companies
has increased. These increased costs combined with the
geopolitical risks of doing business in a war zone which
have discouraged Indian trade and investment in both
countries. The conflict has also led to the breakdown of
a number of key infrastructure projects in this war
region. For example, India had planned to build a natural
gas pipeline between India and Russia, which would
have been a major boon for both countr ies.
Unfortunately, because of the war, the project has been
put on hold indefinitely. India had also been banking on
lucrative military contracts with Russia to help boost
its own defense industry. Unfortunately, with the current
conflict, Russia has been prioritising its own military
needs, leaving India to look elsewhere.

    The worsening conditions due to war in the region
have also made the environment for foreign investors
increasingly intimidating. Foreign investors are not
interested to invest their capital into an unbalanced and
erratic economy. The conflict has further disheartened
these investors. In this lack of foreign investment
atmosphere Indian economy was suffered. Lack of
investment may be resulted in reducing job opportunities
and growth in our country.

   The Indo-Russian trade relations are cordial and
healthy. India’s trade with Russia is of almost USD 10
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billion.  It  is  1.3  per  cent  of  India’s  total  trade.  India
imports many valuable and semi-valuable stones,
mineral oil, boilers, nuclear reactors and composts from
our time tested friend Russia. There is also a good trade
relations between Ukraine and India. India’s import from
Ukraine in Financial Year (FY) 2022 was USD 2.14
billion, and for 9 months of FY 2023 was USD 1.98
billion. This is approximately 0.54 percent and 0.45 per
cent of India’s total imports. (The Hindu: 2022)

Resurgence of Terrorism:

The clash between Russia and Ukraine has also had a
significant impact on terrorism in the region. Terrorism
organisations have been playing an increasingly active
role in the conflict because of this war. This terrorist
activities which is often called “proxy war”, has shifted
the focus from the Middle East to India’s borders. The
increased presence of terrorism in the region has been
an enormous security threat for India which may lead a
major source of unanticipated costs. Because of
increased security measures the governments will
investment in anti-terrorism units and technology, which
will have a significant negative impact on India’s
economic growth. (The Economic Times: 2022)

Energy Cisis:

Russia is the second largest exporters of crude oil. Saudi
Arabia is first in this regard. Russia fulfills a key portion
of the world’s requirement of oil including India. The
Russia-Ukraine battle has raised the global prices of
Brent crude oil up to $139 per barrel in March. Later
the price pulled back to around $107 per barrel. By and
large, it has increased by around 20% from around $89
per barrel since the beginning of war.( LAARDIS
Report: 2022) It is apprehended that the rising in oil
prices may hamper the development process. It further
worsens the manufacturing, tourism, transportation and
associated economic sectors. It may generate
inflationary, fiscal, and external sector crisis in the Indian
economy.

        India is the world’s third-biggest purchaser of oil.
It imports more than 80 per cent of oil. India imports
about 2 per cent of its oil needs and USD 1 billion worth
of coal from Russia each year. Indian oil companies have

multibillion-dollar interests in Russian oil fields. On the
other hand Russian oil company, Rosneft, has a stake in
the 20 million MT for every annum of India’s Nayara
Energy. (Chaudhuri: 2023)

Depreciating Currency :

Rupee has come under huge pressure because of higher
oil prices. Higher oil prices lead to rapidly increasing
trade shortfall which has adverse impact on the external
stability. This may lead to currency decline. On 24 Feb
2022, when the news of Russia’s offensive against
Ukraine broke, oil prices increased by 2.3%.
Concomitantly, INR depreciated by 1.4% registering its
steepest single-day decline since April 2021. With
uncertainty around the future course of the conflict, INR
is likely to remain volatile. Hence, RBI may announce
more USD/INR buy/sell swap auction to manage
volatility in the forex market. (Manjusha :2022)

Indian Rupees are under serious threat of very high
volatility due to Russia-Ukraine war. Uncertainty and
risk facing INR also rose.  Account deficit with rising
oil prices as well as sanctions imposed on Russia is the
main cause of this uncertainity. This Uncertainity related
to the currency and economy in general has also shaken
the confidence of the investors. It may further depreciate
rupees as investors take their capital out of Indian
economy. As India follows managed exchange rate
system, a direct approach for RBI is through releasing
some part of record high stock of foreign exchange of
around $598 billion. The RBI take such steps to control
the depreciation of currency and reduce import bills.(
Chaudhuri: 2023)

Chart of Rupees valuation and
Foreign Exchange stock in India

Source: BS research Bureau, Bloomberg, RBI

Falling rupees will further exacerbate the inflation. As
per RBI‘s calculations, with near ly every 5%
depreciation in the rupees contributes almost 10-5 basis
points to inflation.
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Diamonds and Urea:

India was also worried about non-oil goods from Russia.
Fertilizer is most important good among these materials.
Normal-ly  natural  gas  is  the  feedstock  of  urea.  So
fertilizer prices had risen in tandem with gas prices
around the world. This had a direct impact on rising of
food prices. India started importing discounted urea from
Russia. The price was now much higher than normal.
To face this challenge an additional domestic subsidy
was introduced in our country. The Government feels
by doing this the food prices can keep under check. By
one official estimate, India would have to fork out some
$30 bil-lion in fertilizer subsidies as a consequence.(
Chaudhuri: 2023)

Lowered Growth:

By the end of October, 2022 India’s consumer price
index had stabilised at about 6-7%.It is still higher than
its central bank’s target of 4%. But it was predictable
that the figure was expected to fall over the subsequently
few quarters. It had worked out a sound supply of oil
and coal to en-sure protection against the sort of power
cuts and blackouts. Russia is included in the suppliers
list. The rupee had lost nearly 10% of its value against
the dollar by December, 2022 year. Irrespective of this
it performed better than most other emerging economy
currencies. By November, for-eign exchange reserves
began to mount again. However, India’s current account
deficit ballooned. For this higher energy imports is
responsible. It is forecasted that the growth rate had been
cut to 6 to 6.5%. This was a foremost contributor for
India’s increasingly critical stance towards Russia in the
course of war (Chenoy: 2022).

Opportunities for India: A way to go ahead:

 Russia Ukraine war has also created a silver lining for
Indian agriculture.  This war disrupted global
Agricultural commodity chain because of supply
disruptions. The Russia-Ukraine conflict is also creating
an unlikely opportunity for select Indian agriculture
exporters. Indian agricultural exporters suffered a lot in
supplying wheat, maize, millet and processed food.
Employment and wages in rural areas is set to pick up
owing to various infra initiatives of the government. It
is expected that employment opportunities may be
increased. Indian wheat exporters faced very competitive
position due to the skyrocketing global prices of wheat.
The war condition may likely benefit the mustard
growers of states like Rajasthan and Uttar Pradesh. The

cotton growers will get a better position due to reducing
costs of synthetic fibers. A ban on cargo from Russia
creates ample opportunities for Indian exporters of nuts,
confectionery, fruits and pulses. A number of reports
say India will be able to export 10-12 million metric
tons of wheat to fulfill the markets vacated by Russia
and Ukraine in this year.(Chenoy: 2022):

The Russia-Ukraine struggle creates a conducive
business atmosphere for Indian farming exporters,
particularly in wheat, maize, millet and processed food.
Russia and Ukraine jointly have a 25 per cent control in
the worldwide food market. Ukraine is at the top of the
world’s wheat exporters list. A prohibition on goods from
Russia provides more oportunities for Indian exporters
especially nuts, confectionary, leafy foods. New business
sectors for Indian farmers and exchanges were
developed because of the costs of these products is
arriving at new heights.

Russia offered discounted oil to India.  New Delhi saw
the offer as an economic helping hand to our economy.
India was careful about it. It try to see that its pur-chases
did not run against of the letter of Western sanctions.
India’s oil purchases gradually rose to about one million
barrels a day by June. It is about a fifth of the country’s
total imports and at about 7% lower than what it paid
for other types of oil.

The gov-ernment has given a chance to individual oil
companies by which they make their own arrange-ments
regarding shipping, payment and the like. India explored
a new way i.e the possibility of di-rect rupee-ruble
trading in an attempt to preserve its hoard of dollars.

CONCLUSION:

The Russia-Ukraine war (2022)can be briefly
summarised in the words of Antony Blinken, US
Secretary of State “it is bigger than a conflict between
two countries. It is bigger than Russia!  NATO. It is a
crisis which has global consequences. It requires global
attention and cooperation” (Manjusha:2022) The Russia-
Ukraine conflict is a major challenge to the global
economy. It created uncertainty in global trade. It has
massive impact on, crude oil, cooking oil and other
commodities like wheat and corn. The Indian economy
will be affected in a wide ranging and deeply manner.
To face this challenge the international community
should come forward. They try to their best to resolve
the ongoing conflict through peaceful negotiations. They
also try to rescue the global economy especially the
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developing economies. The current crisis causes increase
in oil prices that will directly affect Indian economy.
Politically India also faces a serious test as Russia is
our friend in need for several decades and India is trying
to  be  friends  with  USA  the  principal  player  of  the
Ukraine crisis.

    On  the  one  hand  Ukraine  crisis  put  a  chellenge  to
world economy while on the otherhand it is also provide
an opportunity to developing countries especially India
to  stand  on  its  own  feet.  We  will  achieve  ‘Atma
Nirbharta’ which will help us to fulfill the demands of
the world in terms of providing wheat. For India this is
an opportunity to reduce import dependence on oilseeds.
So, the government launched the National Food Security
Mission – Oilseeds and the National Mission on Edible
Oils-Oil Palm to supplement the availability of edible
oil.

   Despite the prevailing environment of gloom and
doom, however the Indian economy is displaying and
shall continue to display resilience. India is maintaining
a cautious method in this turmoil. We hope that the
situation will be handled peacefully by negotiators in a
skillful way.  Although the crisis has not yet been
resolved, the implications for India’s economy have been
clear, and the lasting effects of the conflict will likely
be felt in India for years to come.
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