
STATISTICSDIPLOMACY: Economic rapprochement with the West will continue, but there won’t be blank cheques anymore

After Crimea gamble, is Russian 
diplomacy heading for a new era?
The Crimea standoff has underlined Moscow’s resolve to draw a line with the West over its vital security interests. 
Moscow will now be increasingly looking East to protect and promote its economic and geopolitical interests.

Does Russia have a new diplomacy 
after its unilateral action in Crimea, 
which is seen as “occupation” by the 

Western powers and as “reunification” by 
a majority of the Russians and their allies 
abroad? 

There are two extremes in answering this 
question. One is to say that Moscow is trying 
to recover its old Soviet might, probably even 
beyond the borders of the former Soviet 
Union. The other extreme is to say that what 
happened in Crimea was an “unsuccessful 
improvisation” and things will soon be back 
to business as usual – with Russia grudgingly 
accepting the inclusion into the Western 
sphere of influence of ever new territories of 
the former Soviet Union to the tune of talks 
about “expanding the zone of security and 
prosperity.” The truth, as always, is between 
the two extremes. 

Russia does not want isolation and exclu-
sion from the international exchange of la-
bour, capitals and knowledge, even though 
its foes in Euro-Atlantic and EU structures are 
happily trying to impose on it just this kind 
of exclusion, suspending, for example, the 
right to vote for the Russian delegation at the 
Parliamentary Assembly of the Council of 
Europe. But Russia is not ready to pretend, 
as it did under Yeltsin, that it does not see 
how a new belt of hostile regimes is created 
around it by the West.

The operation in Crimea indicated, in the 
view of Rossyiskaya Gazeta, Russia’s desire 
to draw the “contour of security,” i.e. to mark 
the territories which it considers to be of 
vital importance to itself and where it won’t 
ignore the creation of stable anti-Russian re-
gimes and unlimited build-up of the West’s 
military presence. Ukraine is one such terri-
tory. “But it does not mean that Russia plans 
to become a new planetary rival of the US, 
stepping into the shoes of the defunct Soviet 
Union,” says Fyodor Lukyanov, the editor-in-
chief of “Russia in Global Affairs,” a Moscow-
based monthly magazine on world politics. 
Not everyone is convinced, though.

The first extreme is best exemplified by 
the veterans of cold war politics. For exam-
ple, Zbigniew Brzezinski, former national se-
curity adviser to president James Carter, sug-
gested “providing assistance to Ukrainians, 
in the sense of weaponry,” if there is a 
“significant local conflict” between Russia 
and Ukraine with “implications for the im-
mediate neighbours to the west of Ukraine.” 
The former US ambassador to Afghanistan 
and an old-time fighter against the Soviet 
presence in that region, Zalmay Khalilzad, 
suggested “arming those forces in Ukraine 
which are capable of resisting the Russian 
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occupation of the east of that country.”
So, despite Moscow’s assurances that its 

mission will limit itself to Crimea, there is 
a trend among some scholars and media 
figures not to exclude an “Afghan option” 
for Eastern Europe, with the Ukrainian ur-
ban guerrillas being allotted the role of the 
Afghan mujahideen. The major drawback of 
this scenario is that it does not suit any of the 
parties involved. It does not suit Russia for 
many reasons, including the economic ones: 

when the guns are speaking, pipelines are 
empty, and safe passage for its gas to the EU 
is a matter of vital importance for Moscow. 
But this scenario is also dangerous and unac-
ceptable for the EU. As for Ukraine, even the 
most belligerent elements in the new gov-
ernment are not delighted by the prospect 
of becoming a battlefield for a new cold war 
between East and West. 

As for Russia’s “isolation,” the West’s exag-
gerated hopes about sanctions may stem 
from the questionable comparison with 

Gorbachev’s Soviet Union, which is widely 
believed to have shed its totalitarian garb in 
late 1980s because of Ronald Reagan’s eco-
nomic pressure. 

In reality, much of Russia’s desire in the 
1990s and the early 2000s to have a new re-
lationship with Western Europe and the US, 
a relationship based on trust rather than on 
the “balance of fear” – much of that desire 
was genuine. It was not a result of economic 
hardship or of a calculated strategy aimed 

at exchanging “money for spheres of influ-
ence.” Boris Yeltsin expected Western fears 
of Russia to evaporate as the Soviet bloc’s 
old bastions – GDR and Poland, Hungary 
and the Czech republic – changed hands. 
Initially, Putin followed the same line in the 
early years of his rule, acquiescing to the 
expansion of the EU and NATO even into the 
territory of the Baltic countries, formerly a 
part of the Soviet Union. But the second – 
and much more violent than in 2004-2005 
– “regime change” in Ukraine set off alarms, 

unheard of since 2008. In Putin’s eyes, the 
Kiev story meant that the West has not learnt 
the lessons from the failures of its previous 
“revolutionary” allies – the now unpopular 
former presidents of Ukraine and Georgia 
(Viktor Yushchenko and Mikheil Saakashvili). 

So, what will Moscow’s new line be? 
Of course, a total “turn to the East,” with 
a 100-percent reorientation of Russia to 
Asian neighbours away from the estranged 
European relatives, is not possible. But there 
will never be blind trust again, when in return 
for geopolitical concessions Russia got lec-
tures why this or that bitter pill was actually 
good for her. 

Economic rapprochement with the EU and 
(to a lesser extent) with the US will continue, 
as soon as the current rhetorical tension in 
relations subsides. But security will probably 
be seen as an even more important criteria 
than profitability. President Putin put it in a 
metaphorical, but clear way in his speech 
on Crimea’s incorporation: “I simply cannot 
imagine that we would travel to Sevastopol 
to visit NATO sailors. Of course, most of them 
are wonderful guys, but it would be better to 
have them come and visit us, be our guests, 
rather than the other way round.” 

So, no more blank cheques to Western 
partners. This privilege now goes to the 
Eastern ones, and, most probably, not to 
all of them.  That is the gist of Russia’s new 
diplomacy. 

PERSPECTIVE

Western politicians now un-
derstand that, for the first 
time, Russia has decided 

to act as it sees fit, leaving no space 
for compromise with Europe or the 
US, because Ukraine is so important 
to Moscow that it is in no mood for 
formalities.

The West is not used to this; so it is 
trying to force Russia to return to the 
behavioural model that it adhered 
to for so long. Russia responds by 
reminding everyone, in case they for-
got, how much is at stake here.

They are still capable of turning 
America into “radioactive dust,” in 
the recent words of controversial 
Russian TV anchor Dmitry Kiselyov. 
This all makes for an unpleasant at-
mosphere, but better to have a war of 
words than war of a different kind.

In any case, passions will subside, 

and it will be time to get back to work. 
What can we expect in Russia’s rela-
tions with the US? And what do we 
actually need?

In Russia, it was thought for quite a 
long time that pursuing normal rela-
tions with the US was valuable in and 
of itself, and not for any particular rea-
son - in theory, anyway. America is the 
most powerful and advanced country 
in the world; it has the most influence 
and resources. In practice, Russia never 
learned to use these resources for its 
own gain, though it is not clear that this 
was ever a realistic possibility anyway. 
In any case, the US was not prepared 
to work together as equals, and Russia 
clearly was never eager to acknowl-
edge the supremacy of America.

Now we can forget any talk of a 
strategic partnership. Does this mean 
that we are moving toward a level of 
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general confrontation? Hardly.
Russia is not the Soviet Union. It 

makes no claims on either world 
domination or ideological dominance. 
Moscow is drawing a line around what 
it considers its vital (including Ukraine, 
certainly), interests, and its actions 
there will be non-negotiable. But its 
goal in the international arena is not to 
simply oppose the US. However, this 
may be the way that Russia reminds 
others about the line. In everything 
else, Moscow is not going to turn into 
an automatic opponent of the US.

It is noteworthy that against the 
background of the very emotional de-
bate over Ukraine, chemical weapons 
are still being removed from Syria on 
schedule, and the Kremlin has not 
changed its position on settling the 
Syrian situation politically, or on nucle-
ar talks with Iran. It is especially worth 
noting that Russia is not questioning its 
agreement with NATO to allow cargo 
to be transported from Afghanistan via 
Ulyanovsk. And this is even in light of 
the quite unfriendly statements being 
made by both the military and political 
leadership of the alliance.

Russia doesn’t plan to abandon 
its cooperation with the US in areas 
where the interests of the countries do 
not contradict each other. But it will not 
give in where interests diverge.

This model is quite natural for rela-
tions between two major powers that 
are not allies, especially in today’s 
multi-layered world, where there 

aren’t any simple oppositions or linear 
dependencies anymore.

In which areas do our interests 
converge? There is the Arctic, where 
Russian and American interests are not 
so far apart. There is the issue of nucle-
ar non-proliferation, in which Moscow 
and Washington, whether they like it or 
not, remain the main players and carry 
the primary responsibility. 

But the most important thing is this. 
If Russia and the West divorce, which 
is likely based on recent events, it will 
force Moscow to turn to the east even 
quicker, [a strategy] which has already 
been announced at high levels. This, in 
and of itself, is the right thing to do, and 
has even come too late.

We can’t keep looking at the world 
through European glasses when the 
main stage has moved to Asia. China 
sees its place in the world and the 
capabilities of the other partners as a 
triangle of superpowers: China–US-
Russia. The strength of each point of 
the triangle depends on the relation-
ship with the other two points. And the 
angle that loses touch with any of the 
other two, is, as China sees it, weaker, 
as well as more dependent on the oth-
er corner. In this sense, Moscow needs 
to keep ties with Washington as a way 
to maintain equilibrium with Beijing 
and to further its interest.

Bold Gamble: Russia’s President Vladimir Putin is poised for a tough diplomatic battle after the controversial Crimea reunification. 
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There are some scholars who 
don’t exclude an ‘Afghan 
option’ for Eastern Europe, with 
Ukrainian guerrillas acting as 
the Afghan mujahideen. 

In Russia’s relations with the US 
and European Union, henceforth 
security will be seen as an even 
more important criteria than 
profi tability.
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With LNG imports 
comprising a quarter of 
gas demand, India is a 
strategically important 
market for Russia
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Putin’s envoy recently visited Delhi to discuss 
long-term supplies of oil and a new pipeline 

Rosneft, Gazprom look 
for routes to cater to 
India’s energy appetite

Asia’s need for imported energy 
continues to expand and by 
2035, the continent will account 

for 70 percent of net global imports, 
according to BP Outlook 2035. Since 
the demand in India is likely to rise 
exponentially, the country is likely to 
become a crucial market for Russia, 
where oil and gas revenues contribute 
more than half of county’s federal 
budget.

Rosneft Chief Executive Igor Sechin, 
a close ally of Vladimir Putin, recently 
visited India as a part of his Asian tour. 
Sechin assured India’s oil and gas 
industry leaders of Russia’s interest in 
long-term supplies of oil to India and 
even mentioned the possibilities of set-
ting up a new pipeline infrastructure.  
He also mentioned potential ship-
ments of Russia’s East Siberia-Pacific 
Ocean (ESPO) oil blend to India’s big-
gest refiner, Indian Oil Corporation. 
Since India does not import crude oil 
from Russia on a regular basis, there is 
currently no set infrastructure for sup-
plying Russian oil to India.

Grigory Birg, an investment analyst 
from Russia’s first independent analyti-
cal agency Investcafe, says there is an 
option to ship Russian oil to India ei-
ther from Kozmino, an oil port located 
near Nakhodka, in the Russian Far East, 
after transporting it via the ESPO pipe-
line, or from the Novorossiysk port on 
the Black Sea. “Supplying oil to India 
via pipeline is a good alternative but it 
requires investments,” he adds.

“Black Sea and ESPO options are 
more suitable for India; however, the 
cost of transport through the ESPO 
has to be evaluated since the ESPO is 
one of Russia’s most expensive infra-
structure projects and it charges a pre-
mium for supply,” says Amol Kotwal, 
Associate Director, Energy & Power 
Systems Practice, Frost & Sullivan.

Analysts are pondering over several 
options for transporting hydrocarbons 
via land from Russia to India.  One of 
them is to route crude oil from Russia 
to Kazakhstan to Uzbekistan and then 
follow a parallel route through the 

Turkmenistan, Afghanistan, Pakistan 
and India (TAPI) pipeline. These in-
clude pipelines through Iran, China 
and through Afghanistan in parallel 
to the TAPI. “All these options present 
technical and political complications,” 
Kotwal says. “India prefers the route 
through Afghanistan since the route 
through Iran will be too long.”

He adds that any such pipeline will 
require an investment in the range of 
$20 billion to $30 billion. Moreover, the 
TAPI project is yet to kick off and is ex-
pected to become operational only by 
2018. “It is still early days to seriously 
discuss a second such pipeline. The 
risk of the Taliban returning to power 
still exists and India’s complicated 
relations with Pakistan will most likely 
cause all nations involved to not com-
mit to any such investment immedi-
ately,” Kotwal adds.

As LNG imports in India account for 
about a quarter of total gas demand, 
India is another strategically important 
market for Russia’s LNG exporters. In a 
recent statement on LNG market pros-
pects, Gazprom said it is interested in 
the emerging markets of South-East 
Asia.  Since the Gazprom monopoly to 
export LNG was broken in December 
2013 when Russia passed a liberalisa-
tion law, the company is facing emerg-
ing competition from state-owned 
Rosneft, privately-owned Novatek and 
some other independent gas produc-
ers who are keen on exporting LNG.   
Promoting Russia’s Arctic shelf projects 
and seeking international cooperation 
in the LNG industry was an important 
part of the Rosneft CEO’s agenda dur-
ing the recent Asian trip. 

DIPLOMACY: It’s time to devise a substitute for SWIFT payment system and create a non-dollar pan-Eurasian stock exhange

BUSINESS: Dire forecasts for Russian economy if the Ukraine crisis deepens

Banking on intra-BRICS synergies

FDI slows down, 
IPOs may take a hit

The Ukraine crisis should prod BRICS countries 
to step up cooperation in the financial sector.

The Crimea reunification is set to to impact both 
domestic and foreign investment in Russia. 

The festering crisis over Ukraine 
has provided a fresh impetus for 
the BRICS to initiate a concerted 

policy in the financial sector. The BRICS 
members have already decided to cre-
ate their own development bank and 
the events surrounding Ukraine have 
only underscored the importance of 
this decision, says Vladimir Lupenko, a 
partner at the FCG consulting firm.
The meeting of finance ministers of 
Brazil, Russia, India, China and South 
Africa held in Washington on April 
11 underscored the prospects of 
increased financial cooperation be-
tween the five countries. 

The BRICS countries have made a 
lot of headway in setting up structures 
that would serve as an alternative to 
the International Monetary Fund and 
the World Bank, which are dominated 
by the USA and the EU. A currency 
reserve pool, as a replacement for the 
IMF, and a BRICS development bank, 
as a replacement for the World Bank, 
will start operating as soon as in 2015, 
Russian ambassador-at-large Vadim 
Lukov has said.

Brazil has already drafted a charter 
for the BRICS Development Bank, 
while Russia is drawing up intergov-
ernmental agreements on setting the 
bank up, he added.

It is expected that contributions to 
the currency reserve pool will be as 
follows: China, $41 billion; Brazil, India, 
and Russia, $18 billion each; and South 
Africa, $5 billion. The amount of the 
contributions reflects the size of the 
countries’ economies.

Increasing investment has become 
crucial to lifting Russia’s economic 
growth. Growth had been propped 

up by retail spending, but as 2013 
came to an end, even this engine was 
starting to splutter, which makes in-
vestment even more important.

Russia attracted a whopping $94 
billion of foreign direct investment 
(FDI) in 2013, making it the third larg-
est recipient of FDI in the world, ac-
cording to a February ranking by the 
United Nations Conference on Trade 
and Development. A big chunk of this 
FDI was, however, part of the deal be-
tween British Petroleum and oil major 
Rosneft to acquire the Russian oil joint 
venture TNK-BP. FDI would have prob-
ably slowed considerably this year 
if the one-off of the TNK-BP deal is 
counted out, but now analysts are ex-
pecting it to fall even harder. As of the 
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Michael Krylov of United Traders is 
confident the BRICS members can take 
it a step further and lock in each other’s 
currency payments, which will in-
crease their chances of shielding their 
currencies against economic warfare.

Vasily Yakimkin at FIBO Group be-
lieves the recent events surrounding 
Russia have shown that when the 
BRICS countries use SWIFT-codes 
to make payments in dollars or eu-
ros, they become dependent on the 
West. Any country may be deprived of 
these codes at any time, making wire 
transfers impossible. This means that 
the countries in the association must 
begin creating their own SWIFT analog, 
while at the same time think about the 
creation of their own payments sys-
tem. The unexpected decision by VISA 
and MasterCard to block operations on 
the cards of some of the Russian banks 
falling under the US sanctions under-
scored the high level of dependency 
that such operations have on the US.

Another step forward, says Vladimir 

Rozhankovsky, the director of the 
analytical department at Nord Capital 
Investment Group, would be to create 
a “non-dollar” pan-Eurasian trading 
and stock exchange that could provide 
the long-awaited boost to the develop-
ment of regional financial systems.

RusEnergy partner Mikhail Krutikhin 
says that China can gain the most from 
aggravated relations between Russia 
and the West. The BRICS members 
also have many opportunities to bol-
ster the partnership in the real econ-
omy. The member countries could 
implement an open sky regime within 
the framework of the grouping, says 
Professor Boris Eliseev, an expert at the 

Public Chamber of Civil Aviation. 
The trump card would, of course, 

be to expand cooperation in oil and 
gas. Russia does not necessarily need 
the EU and the US for supporting oil 
production and the development of 
new fields. “They have learned how 
to make pipes in Russia themselves. 
They purchase installations and the 
like in China or collect them under 
the guise of their own, and platforms 
are ordered in Korea and China,” ex-
plains Mikhail Krutikhin. Technically, 
the reorientation of the export of oil 
from the West to the East could be ac-
complished in one to two years. It’s 
more difficult with gas as considerable 

investment would be needed to work 
this out. However, this problem can 
also be solved if China and India agree 
to become “anchor” customers for 
eastern Siberian gas.

In Yakimkin’s assessment, China will 
be able to fortify its leadership position 
in the development and manufactur-
ing of electronics; India will do so in the 
pharmaceutical field; and Brazil will 
overtake the EU countries and the US 
in the biotechnology and livestock pro-
duction sectors. South Africa, China, 
and Russia will also be able to lead in 
certain agricultural sectors. 

Increasing intra-BRICS investment is 
another viable option. 

$280
billion was the trade turnover among 
the fi ve BRICS nations in 2013. It is 
expected to exceed $500 billion over 
the next two years.    

$106
 billion is Russia’s trade with the other 
BRICS countries. 

Russian Finance Minister Anton Siluanov (centre) at a meeting of G-20 Finance Ministers in Washington on April 11. 

Direct investment in Russia’s econo-
my is expected to fall even harder.         

OLGA MORDYUSHENKO
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Russia’s top potash manufacturer has agreed to sell 8,00,000 tonnes of 
soil nutrient to IPL at $322 per tonne, saving India massive forex.

Uralkali price, advantage for India

Uralkali (URKA), the world’s larg-
est potash producer by output, 
has agreed to supply 8,00,000 

tonnes of the fertiliser to India be-
tween April 2014 and March 2015. In a 
clear advantage for India, Uralkali will 
sell the soil nutrient to Indian Potash 
Limited at a price that is around 25 per 
cent less than what the Indian compa-
ny was paying nearly a year ago and 14 
per cent less than the price six months 
ago. The new contract, valued at $258 
million, envisages the price of potash 
at $322 per tonne. 

Analysts say that Uralkali, in driving 
down prices, can now only make profit 
by slashing and eliminating traders’ 
commissions. Russia’s top potash 
manufacturer has traditionally signed 

long-term contracts with China and 
India. In January, the company signed 
an agreement with China for the sup-
ply of 7,00,000 tonnes in 2014 at $305 
per tonne. 

A year ago, Uralkali’s supplies to 
India were supposed to go through the 
Belarusian Potassium Company (BPC, 
a joint venture with Belaruskali). In 
the first few months of 2013, Uralkali 
sold potash to India at $427 a tonne, 
and since October due to devaluation 
of the rupee, $375 a tonne (a reduc-
tion of 14.1 per cent). After the rupture 
in relations with Belaruskali, Uralkali 
changed its strategy from “high volume 
price” to the opposite and ramped up 
production to the maximum. 

But, in the new contract with IPL, 
the volume of the supply to India re-
mains approximately at the same level, 
although the price fell by a quarter in 

comparison with the first half of 2013 
and by 14 per cent relative to the end 
of the year. 

At Uralkali, they did not make it clear 
whether the current strategy is work-
ing for the company. However, Oleg 
Petrov, the Uralkali director of market-
ing and sales, said that the company 
has contracted the supply of over one 
million tonnes to Indian consumers for 
2014. India consumes approximately 
3.5 million tonnes of potassium per 
year and the other suppliers have not 
made any announcements about 
contracts being signed for 2014-2015. 
NarekAvagyan from the finance com-
pany AForex notes that the current 
contracts with India and China do not 
look too promising from the point of 
view of getting quick profits. He said 
that Uralkali is forcing smaller players 
to play in the world market by its rules.

middle of March, several big deals near 
to closing were already looking shaky.

Swedish car producer Volvo said in 
March it was taking a second look at 
a proposed partnership with Russian 
state-owned railway equipment and 
tank maker Uralvagonzavod(UVZ) 
worth about $100 million to make 
modern armoured cars, thanks to the 
situation in Ukraine.

“A significant decline in FDI – which 
brings not only money but also mod-
ern technology and managerial skills – 
would hit Russia’s long-term economic 
growth hard. And denying Russian 
banks and firms access to the U.S. (and 
possibly European) banking system – 
the harshest sanction applied to Iran – 
would have a devastating impact,” said 
economist Sergei Guriev.

Domestic fixed investment into 
the Russian economy has been hit, 
and IPOs will also be hurt. Last year a 
window of opportunity opened briefly 

and Russia saw several IPOs take 
off. But now the IPO plans of several 
large companies are in doubt, and the 
outlook for Russia’s economy is grim 
indeed. The Economic Development 
Ministry, which had originally forecast 
a growth of 2.5 percent in 2014, now 
expects it will be well below 1 per-
cent. The World Bank has warned the 
economy may shrink by 1.8 percent if 
the Ukraine crisis deepens.

NEWS

Russia’s Far East Development Minis-

try is developing a plan to transform 

Khabarovsk — a city of half a million 

people — into a new Antwerp for 

the diamond industry. The ministry 

has proposed to create a fast-track 

development zone in the Far East that 

would establish two exchanges for 

raw diamonds and cut diamond and 

an export hub in Khabarovsk and turn 

the Republic of Sakha into a major 

diamond production center. RIBR

According to a Russia-India agree-

ment signed in late March, 66,000 of 

Mango anti-tank shells will be deliv-

ered to India. The novelty is priced 

at Rs 26 million. Russia’s supply of 

anti-tank shells can radically change 

the situation with the supply of this 

very modern ammunition. This winged 

armor-piercing projectile for 125 mm 

caliber tank guns is capable of pierc-

ing half a meter of steel at a distance 

of two kilometers.  RIA Novosti

The Indian Army recently conducted 

a successful test of an advanced 

version of the BrahMos 290 km range 

supersonic cruise missile in Rajast-

han. The missile was launched by a 

mobile autonomous launcher deployed 

in full confi guration with mobile com-

mand post at the ranges. “The launch 

was successful and the missile hit the 

designated target,” PTI cited Defence 

spokesperson Col S.D. Goswami as 

saying. RIBR

Russia may build upto 20 nuclear 

power reactors in India, Sergey 

Kirienko, head of Rosatom was cited 

by Itar-Tass as saying.  Kirienko said 

six reactors would come up in Ku-

dankulam, with another four to six in 

West Bengal.  The rest will be built in 

another location, which has not been 

chosen yet. Atomstroieksport, a Roas-

tom company, will build the reactors. 

The company has worked in China, 

India, Iran and Bulgaria. RIBR

A unique exhibition held in Moscow 

showcased nearly 300 items of 

jewellery from Indian and European 

masters. The exhibits were brought 

from private collections and museums 

in India and other countries in Asia, 

Europe and America. RIBR

Plan to set up a new 
diamond export hub 
in Far East

Russia to supply  
‘Mango’ anti-tank 
shells to India 

India test-fi res 
advanced version of 
BrahMos missile

Russia may build 
upto 20 nuclear 
reactors in India

A unique Indian 
exhibition opens at 
Moscow Kremlin

Read more 
in.rbth.com/business

Read more 
in.rbth.com/economics
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NEW ECONOMY: .Ru now ranks 6th in the world in terms of number of registered domain names; Yandex, Mail.ru, Vkontakte feature in the list

Runet turns 20: Weaving a web of social 
life, e-commerce and e-governance
Russian Internet has not only transformed life, 
but has also energised the country’s economy.

Top Russian Internet firms have emerged as a beacon of hope amid the 
slowdown and a rich source of fresh equity for capital markets.

Russia and India are in 
talks to jointly develop  
top supercomputer 

Twenty years ago, the Russian-
language Internet was born on 
April 7, 1994 with a national 

domain .RU. It replaced .SU, which 
stood for the Soviet Union. Since then, 
Russian Internet has permeated every-
day communication and social life and 
has spawned new possibilities for en-
trepreneurship, e-commerce and on-
line business as well as e-governance. 

.RU is now ranked sixth in the world 
by the number of registered domain 
names, and Cyrillic domain .RF is the 
most successful domain in the national 
language. .RU is also among world 
leaders by the quantity and diversity of 
registered domain names. Currently, 
there are around 5 million registered 
domain names.

The popularity of the domain “.RU” 
has been driven by the surge in the 
number of active Internet users in 
Russia, which has reached 56 mil-
lion people, a 12 percent increase 
since 2013. Internet is most popular 
among residents of Moscow and St. 
Petersburg - 73 and 72 per cent -- 
while the number of Internet users in 
the regions is also growing.

The most popular sites among 
Russians include yandex.ru, vk.com, 
google.ru, google.com and mail.ru. 
This reflects the changing preferences 
of Russian Internet audience – Internet 
is used for information and communi-
cation. Moreover, Russians prefer local 
social networks to foreign ones. 

The last two decades have also seen 
a rapid growth in the Internet economy 

Defying the economic slow-
down, Internet firms have 
stood out as a bright spot in 

Russia, recording an above-average 
growth. For example, Yandex, which 
currently claims over 60 per cent of the 
rapidly expanding Russian search en-
gine market compared with Google’s 
26 percent. Yandex, which trades on 
the Nasdaq stock exchange, pulled 
in $1.3 billion from investors in 2011 
in the biggest IPO for a dotcom since 
Google listed in 2004.

Web advertising in Russia has been 
rising at a rate of over 30 per cent per 
year, according to analyst estimates. 
Russia’s Internet market is likely 
to increase at an average of 15-20 
per cent per year through 2018, ac-
cording to a study conducted by the 
Russian Association for Electronic 
Communications and the Higher 
School of Economics.

Russia’s telecommunications in-
frastructure is developing fast as an 
increasing number of Russians take to 

Russia and India may join hands in 
creating the most powerful com-
puter in the world, which should 

surpass the world’s fastest supercom-
puter, China’s Tianhe-2. The project is 
in the early stages of development, but 
it became known recently that the RSC 
Group, the leading developer of next-
generation supercomputing solutions 
for Russia and CIS, may be involved in 
the project. 

Alexey Shmelev, co-founder and 
chief operations officer of the RSC 
group and delegate to the Russian 
Academy of Sciences, visited India in 
early April and discussed the project 
with Indian partners. “India has many 
skills for building supercomputers. It is 
very strong in software,” Shmelev told 
journalists. “I am ready to share tech-
nology with India. I guess there would 
not be many players who are willing 
to do so.” Last month, Boris Shabanov 
of the Russian Academy of Sciences 
invited a group of executives from the 
Indian Institute of Science (IIS) and 
the Karnataka government to Russia 
to discuss the possibility of building a 
data center in Bangalore, where the 
Russian-Indian supercomputer will be 
located. 

Oleg Gorbachov, RSC Group’s 
corporate communications director, 
confirmed to RIBR the company’s in-
terest in the project.  “For many years, 
RSK Group has been participating in 
the world’s leading supercomputer 
exhibitions, such as ISC (Germany) and 
SC (US), and is conducting systematic 
work to enter international markets 
with its advanced and, in many re-
spects, the world best supercomputer 
solutions. RSK’s participation in the 
tender by the IIS and the interest of the 
Indian scientific community in RSK’s 
decisions are quite natural.”

The Tianhe-2 is a 33.86 petaflops 
supercomputer located in Sun Yat-sen 
University, Guangzhou, China. It was 
developed by a team of 1300 scientists 
and engineers and is the world’s fast-
est supercomputer, according to the 
TOP500 list for June and November 
2013. India’s supercomputer Param 
Yuva - II is ranked at 83 while Russia’s 
Lomonosov supercomputer is ranked 
at 37. 

A viable joint cooperation between 
Russia and India could result in a com-
puting system as big as a basketball 
court that can perform about as many 
operations per second as several mil-
lion personal computers, the paper 
added. C.N.R Rao, who heads the 
scientific advisory council to the Indian 
prime minister, however, says it’s diffi-
cult to assess a potential collaboration 
right away. 
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in Russia. In 2010, Russia’s online 
economy was 1.9 per cent of GDP and 
it is expected to grow to 2.7 per cent in 
2016. The Internet economy has been 
growing at an annual rate of 30 per 
cent per year. 

According to Forbes, the most profit-
able RU Net on-line companies include 
search engine Yandex, Mail.ru Group, 
which owns e-mail service mail.ru and 
a number of other resources, the larg-
est Russian social network Vkontakte, 
RBC, which owns a number of media 
resources, Afisha-Rambler-SUP, which 
owns search engine Rambler, enter-
tainment on-line media Afisha.ru, and 
public blog service LiveJournal.com. 

E-commerce is a sunshine area, 
which is set to notch new milestones 
every year. Local online players have 
the largest market share in Russia. 
Russian Internet market has become 
highly centralized and is divided be-
tween several major players. This trend 
was especially prominent after Mail.ru 
Group bought a big stake in the social 
network Vkontakte. 

Russia’s Internet has remained 
largely free, but in recent years there 
has been a trend towards greater state 
presence. On November 1, 2012 a new 
law was introduced, which established 
the ‘black list’ of websites that have to 
be blocked by providers; these are the 
sites disseminating information on 
pornography, drug propaganda and 
children suicide. Another law that took 
effect on February 1, 2014 allowed the 
authorities to order providers to block 
sites containing “extremist” content or 
calls for unauthorised public gather-
ings.

the Web. Meanwhile, Russian social 
networking sites like Vkontakte and 
Odnoklassniki are not only firmly 
entrenched in their home market, but 
are also posing a serious challenge 
to Facebook. All this means Russian 
tech firms have been evolving into a 
rich source of fresh equity for capital 
markets in recent years, and are gear-
ing up to sell more. Two of Russia’s 
biggest Internet firms, now traded only 
abroad, are considering listing shares 
domestically for the first time: search 
giant Yandex and the sprawling Web 
company, Mail.ru.

Mail.ru began in 1998 as an email 
service, but later evolved into a mas-
sive player in the Russian-language 
Internet. According to comScore, the 
American Internet analytics company, 
sites owned by Mail.ru collectively had 
the largest single audience in Russia in 
2013, reaching 85 per cent of Russian 
Internet users on a daily basis.

Mail.ru also owns a sizeable stake 
in Facebook, 15 per cent of Russian 
digital payment provider Qiwi, and 40 
per cent of Vkontakte. In February, the 
board of Mail.ru approved a plan to list 

Joint plan 
for fastest 
computer 

Read more
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YANDEX CHALLENGES GOOGLE 
WITH ANDROID FIRMWARE KIT 

The Russian internet company Yandex has 

launched a free Android fi rmware kit in a bid 

to replace pre-installed Google fi rm-ware 

on devices. The fi rst Huawei and Explay 

devices with the preinstalled Yandex kit 

should hit stores this spring. Yandex is also 

offering users a bonus 50Gb space disk 

cloud storage service. The company has a 

deal with mobile giants Nokia (Windows 

Phone 7) and Samsung (Bada and Symbian) 

to pre-install its search engine on their 

smartphones.

VIDEO GAMES: RUSSIANS TO SPEND 
MORE, NEW TITLES ON THE WAY

The Russian video games market will 

reach $1.4 bn by 2015 as developers focus 

on the mobile and online segments of the 

booming sector, say analysts SuperData 

Research. Around 16.6 million Russians 

play video games and experts forecast 

further growth. The Russian market is 

dominated by international bestsell-

ers such as GTA 5 and Battlefi eld 4. But 

dozens of smaller Russian studios are 

developing mobile games and several 

titles have scored global success.

DIGITAL PLATFORM TO PROMOTE, 
MARKET REGIONAL MEDIA

An Internet project to be launched this 

summer and funded by billionaire Maxim 

Nogotkov aims to pull Russia’s regional 

media out of the obscurity of print and into 

the light of the digital arena.  “What we want 

to do is create a cheap, fast and very simple 

solution for print media to enter the digital 

market,”   says Vladislav Kreynin, director 

of the project’s pilot version Cityboom. 

Cityboom, a local online newspaper,  covers 

Moscow life and is expected to get $500,000 

this year.  

CRIMEA’S  TOP PROSECUTOR 
BECOMES INTERNET SENSATION 

Crimea’s prosecutor general, Natalya 

Poklonskaya, has become an Internet 

sensation after appearing at a news 

conference earlier this month. “Is this 

the real reason Putin wants Crimea?” the 

New York Daily News tabloid asked, while 

referring to her glamorous photos in a 

“little black dress and bright red heels.” 

In Japan, Poklonskaya, 33, has inspired 

anime drawings and a recording of her news 

conference has become a big draw on a 

Japanese YouTube channel. 

CENTRAL BANK BANS BITCOIN 
TRANSACTIONS IN RUSSIA

The Central Bank of Russia has banned 

the use of Bitcoins, the world’s most 

popular virtual currency, in Russia. The 

Bank also issued an offi cial warning 

that Bitcoin transactions would be con-

sidered potentially suspicious. The cur-

rency is already banned in China. Some 

economists fear that Bitcoin, which is 

not backed by any central monetary au-

thority and generated through computer 

algorithms, could well become a new 

fi nancial bubble.

Tech fi rms abound, rake in equity
Top 10 online shops 
in Russia 

shares in Russia, after the company 
reported a surge in net profit of 36 per 
cent in 2013 to 11.5 billion rubles.

Mail.ru originally raised about $900 
million during its IPO in November 
2010 on the London Stock Exchange. 
Russian search provider Yandex said 
in February that full-year 2013 revenue 
had risen by 37 per cent to $1.2 billion, 
while adjusted net income rose  by 38 
per cent to $371 million. 

Yandex also successfully placed 
$600 million of convertible bonds at 
1.125 per cent in December. In 2013, 
Yandex overtook Microsoft’s Bing to 
become the world’s fourth most popu-
lar search engine, after Google, China’s 
Baidu and Yahoo, according to figures 
from comScore. “Our board is gener-
ally supportive of a [Moscow] listing,” 
said Greg Abovsky, Yandex’s vice presi-
dent of investor relations, in February. 
No timeframe has been given for list-
ing shares domestically. Among the 
most notable Russian IPOs last year 
were payment services provider Qiwi 
and software producer Luxoft. Qiwi 
has recently established a significant 
foothold in the Indian market too.

200 600 1000

“I started to come to 
VNIIPAS and became 
accustomed to being 
frequently ‘kicked offl ine,’ 
as well as establishing 
personal ties with other 
network users. In 1983, I 
learned that around 380 
people in Europe were 
using these international 
networks. At 5 pm, only four 
or fi ve people were still on 
the network at that time 
including me, as I often 
worked in the evenings.”

ANATOLE KLYOSOV, 
top scientist and the fi rst Soviet 
internet user
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“Legend 17,”  a Russian film about Soviet hockey legend Valery Kharlamov’s rise to fame, received the Best Picture award in  2013. Erotic comedy “Intimate Places” explores previously taboo subjects: homosexuality, infidelity, promiscuity and emancipation of women. 

CINEMA: With increased funding, Russian cinema is going beyond domestic market, thus off ering a rich diversity of fi lms for international audiences.             

Russian cinema is raring to go global
With erotic comedies and war epics, Russian 
films are looking to conquer new markets.

“Intimate Places,” a much talked-
about erotic comedy of 2013, 
is one of many provocative 

Russian films that are creating a splash 
on the international film festival circuit. 
Natasha Merkulova and Alexei Chupov, 
co-writers and directors of the film, 
are justifiably on a high, discussing 
their oeuvre animatedly in the US and 
winning a clutch of awards. “Intimate 
Places,” along with “The Major,” richly 
praised by ace director Emir Kustrurica 
of “Underground” fame, were also her-
alded at the festival markets as films 
ripe for European distribution.

“The Major” contrasts with sexy, 
satirical mash-up “Intimate Places” 
in its more formal, heart-wrenching 
exploration of morality and the fragility 
of happiness. Both movies reflect the 

YAROSLAV ZABALUEV
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rich diversity of film-making in Russia 
today. Other films tagged for distribu-
tion potential include “Legend 17,” the 
highly acclaimed biopic about hockey 
hero Valeri Kharlamov. 

Clearly, Russian cinema has tra-
versed quite a distance. Twenty years 
ago, great Russian films like Pavel 
Lungin’s “Taxi Blues” and Alexei 
German’s “Khrustalyev, My Car” were 
hardly distributed. In fact, the master 
directors of the 1990s were entirely 
overlooked on the world stage.

Many films were lost as the entire 
infrastructure of the film industry col-
lapsed in the chaos of the new Russia. 
In the 2000s, a huge transformation 
took place with a massive influx of new 
cinemas and funding for films. Finally, 
directors were supported again. 

Historically, Russian films have 
been made primarily for the Russian 
audience. The producers set budgets 

considering the interests and purchas-
ing power of Russian viewers, and 
Russians residing abroad who would 
purchase the movie. This domestic 
focus, however, looks set to change. 
A clutch of recent high-quality block-
buster and art-house films with box-
office potential have enthused indus-
try executives, who are now exploring 
how to replicate the success at home 
in overseas markets. “Stalingrad,” the 
biggest Russian box office success 
ever, was recently shown in the US and 
China. 

Filmmakers view co-productions 
as the future of Russian cinema in 
the world market, according to Pavel 
Bardin, director of “Russia 88,” a 
thought-provoking 2009 mock docu-
mentary about Russian skinheads. 
Bardin suggests that making Russian 
films available on demand on the 
Internet could fuel international distri-
bution. 

Going global seems to be the new 
strategy for Russian film-makers. 
These days, many Russians are in-

volved with the film industry in the US. 
“They study at film schools in the US 
and Europe where they get acquainted 
with the principles of international 
cinema, and communicate and inter-
act with their classmates from other 
countries,” says Bardin. “It is Russians 
who will shoot the films of the future,” 
says Costa Fam, the documentary film 
director whose film “Shoes” made it to 
the list of this year’s Oscar nominees 
for short films. “I think an era of total 
co-production is coming,” he says.

National borders are more fluid, 
social networks are popular and the 
use of the Internet keeps growing. 
The biggest Hollywood blockbusters 
are being shot with Chinese, Arab and 
Russian money, and our actors are 
shooting films abroad, and vice versa, 
with teams from different countries 
working together on projects. 

The only obstacle in the way of mass 
audiences, says Fam, is the language 
spoken by the characters. A very small 
percentage of English-speaking view-
ers are willing to see subtitled films. “If 

As national borders become 
fl uid and internet use grows, 
co-productions will be the 
new future.

a director wants to expand his audi-
ence, he should shoot in either English 
or Chinese. If we are interested in the 
history of Shakespeare’s “Hamlet” 
staged in Russian, why shouldn’t we try 
to shoot Chekhov’s ‘Seagull’ in English? 
Neither Shakespeare nor Chekhov 
have felt offended,” says Fam. 

However, there is a long journey 
ahead. In Film Search, the largest 
database of movies in the Russian-
language Internet, profiles of many 
Russian films boast the Global premier 
note. “Global,” however, means the 
former Soviet Republics: Ukraine, 
Kazakhstan and the Baltic countries.

Russia-produced films are also 
shown at second-tier festivals held 
in the Czech Republic and Finland, as 
well as viewers in China and Turkey.

The best of Russian art house films 
tend to get some small distribution in 
the US and Europe. Leading European 
film festivals have traditionally been in-
terested in Russian existentialism and 
explorations of the vague but enduring 
notion of the “Russian soul.”

7th top fi lm market

From Kolkata to Moscow, a design journey

Russia’s box offi ce grew by 11 percent 

in 2013 since 2012 to $1.4 billion, 

says a report of the Motion Picture 

Association of America. Russia rates 

seventh among top 20 world fi lm 

distribution markets (except for the US 

and Canada) after China, Japan, Great 

Britain, France, India and South Korea. 

The Russian fi lm distribution market 

was among the leaders for growth in 

EMEA region (Europe, Middle East and 

Africa). The worldwide box offi ce for 

fi lms distributed in 2013 was $35.9 

billion.

Shivaji Dutta graduated from the 

National Institute of Fashion Technol-

ogy, Kolkata. In 2009, he launched his 

label, Blank Spot. He began his career 

in Indian fashion in 2011, showing his 

collection at Lakme Fashion Week (Gen-
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Celebrity Italian designers speak to RIBR about 
Russian women’s love for high fashion & style

Beauty, elegance, dressing up: It’s 
all in the DNA of Russian women!

This is not your first visit to Moscow. What 
changes have you noticed?

Stefano Gabbana: We came to 
Moscow to celebrate women and 
their beauty, which for us is encapsu-
lated in the Dolce & Gabbana Beauty 
World. Russian women love to be 
beautiful and they care a lot about 
their personal appearance.

Domenico Dolce: We have always 
loved Moscow’s peculiar energy. The 
city itself hasn’t changed much since 
our last visit in 2011.

Russians think that Russian women are 
among the most beautiful in the world. 
How do you understand the phenomenon 
of Russian beauty?

D.D.: I think it has historical rea-
sons. Under communism, beauty 
was kept in the dark, as there were 
not enough quality clothes and 
make-up. But now their beauty, 
which was hidden for a long time, 
is  being revealed. At the same time, 
in the West, women seem less inter-
ested in their beauty than they used 
to be.

But in our homeland, the 
Mediterranean, a lot of women work, 
have children, clean the house – 
they organise everything. And these 
women don’t lose their femininity. In 
Italy, women are like Anna Magnani, 
Sophia Loren – very strong. I love 
Russian women because they are 

very feminine too. And in this respect 
Russia has much in common with 
Sicily and Italy. 

What would you say about the way Russian 
women dress?

D.D.: They do it beautifully. It’s in 
their DNA. I love it when they cross 
their legs. Russians crossing their legs 
look so elegant!

And what about Russian men?
S.G.: The process of changing is 

much more difficult for men. And for 
Russians especially, because they were 
isolated from fashion during the Soviet 
period. But now they are dressing in a 
more stylish way. Russians are buying 
far more stylish and expensive clothes 
now than before. 

INTERVIEW DOLCE & GABBANADOLCE & GABBANA

How do you see the Russian luxury market?
D.D.: It has been a wonderful market 

for Dolce & Gabbana for a long time 
and we are lucky that women in Russia 
have such beautiful bodies, it’s incred-
ible. Russian women love beauty. 
Russian beauty is elegance, it is not 
artificial, but a natural one. Moreover, 
we are lucky that Russian men love 
beautiful women. Women are like 
icons for them. 

How do you feel about style “a la Russe”? 
Have you ever had plans to create some-
thing in the Russian style?

S.G.: We feel that Italians and 
Russians are very similar deep inside. 
So there’s no real need to create 
something Russian, it would look like 
a caricature, don’t you think? It’s best 
to remain true to one’s DNA, especially 
today, when everything is changing 
so fast – you might end up having no 
identity.

Fashion designer Shivaji Dutta

LIFESTYLE: Russians are open to buying quality clothes, even at high prices

Creating a business 
of sustainable fashion
Shivaji Dutta charmed 
the Moscow fashion 
world with his 
philosophy of quality 
and ethical branding.

It’s a Mecca of high style, and the 
28th edition of the Mercedes-Benz 
Fashion Week Russia lived up to its 

reputation. Held in Moscow’s famous 
Manezh exhibition hall from March 
27 to April 1, the show attracted top 
designers from many countries, in-
cluding Russia, India, Belarus, Ukraine 
and Georgia. Keeping with what has 
now become a cherished tradition, 
iconic Russian couturier Vyacheslav 
Zaytsev inaugurated the Autumn-
Winter/2014-2015 session.

Kolkata-based Shivaji Dutta shone 
at the Fashion Week with his collec-
tion, ‘Change for Eternity’ and his gift 
for synthesizing different cultures in his 
work. In a freewheeling conversation 
with RIBR, Dutta, the creative head of 
the label ‘Blank Spot’, sounded upbeat 
about designing clothes for Russian 
tastes.

“We see Russia as a big potential 
market. Russians love going out, dress-
ing up. They are more open to buying 
clothes then people in the West be-
cause in Russia the  fashion business is 
an industry that appeared not so long 
ago as opposed to Europe. People in 
Russia appreciate quality. They won’t 
hesitate to spend money on a garment 
as long as they know that the quality 
of the product is good, and that the 
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product is unique.” Asked if he has to 
localise his garments for Russian cus-
tomers, Dutta replied he believed in 
creating clothes that can be worn uni-
versally. Designing global seems to be 
his reigning fashion philosophy: “India 
is mostly associated with Indian de-
signs and using materials like cotton. 
But we wouldn’t like to be branded 
as “Indian”; we would prefer to be 
branded “global.” 

Recalling his first steps in the fash-
ion industry, Dutta said fashion is big 
in India, but there are a lot of taboos 
as well about being a designer. Now 
Dutta’s Blank Spot produces both 
men’s and women’s wear. Quality and 
sustainability are two core values for 
the brand. He emphasised the role 
of ethical branding in his work and 
singled out leather as his preferred ma-
terial. “For example, you buy a jacket 
from me today, and in five years you’re 
not sure if you want to wear this jacket. 
So you come to me, and I can mak-
ing a bag out of this material. This is a 
win-win situation: I don’t have to buy 
new material and you don’t have to 
buy a new bag. You get something at a 
cheaper rate but of the same quality.”

Elated by the warm reception he got 
in Moscow, Shivaji said in a few years’ 
time sustainability will become a big 

thing in Russia too. He said during the 
London Fashion Week there are two 
slots for sustainability. And in Berlin 
they have been doing it for the last 
three-four years. But in Shivaji’s opin-
ion, Russia is moving this way. 

Shivaji is all praise for the legendary 
Vyacheslav Zaytsev. “He is a profes-
sional and he is one of the founders 
of the Russian fashion industry. He 
started working in this field when the 
USSR existed, and had to overcome 
many obstacles on his way.”

Next), for the Summer-Resort season. 

Since then, he has presented shows at 

the Vancouver Fashion Week (2013) and 

at the Mercedes-Benz Fashion Week, 

Russia for the season Autumn-Winter 

2014-15.
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