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ABSTRACT
The Russia-Ukraine war has unleashed a series of global economic disruptions and had
profound consequences for the economies of the countries of South Asia. This qualitative
analysis looks at the impact of the conflict on critical economic issues like trade, energy
provision, inflation, and foreign investment on countries such as India, Pakistan,
Bangladesh, Sri Lanka, and Nepal. According to news report and expert interview
analysis to understand the multi-dimensional implications of the war on these
economies, data were compiled based on the content analysis of secondary sources such
as government reports, economic surveys, news reports and expert interviews. The
report reveals that SAARC countries had to deal with an increasingly expensive energy,
disrupted supply chains, inflation and changes in trade patterns resulting from
sanctions and geopolitical realignments. Moreover, the war also compounded pre-
existing vulnerabilities, including food security and exchange rate volatility, particularly
in import-reliant countries. But other nations used the uprooting as an opportunity to
diversify their energy supply and bolster trade relationships in the region. While the
war generated acute economic challenges in the short-term, it also opened the space for
strategic economic reforms and resilience. In its totality, the research highlights the
convergence of global conflict and regional economic heat - and the importance of
attuned policy in South Asia to absorbing global shocks.

Conflict, Economic consequences, Energy shortages, Inflation, Trade
Disruption
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Introduction

The Russia-Ukraine war, beginning in February 2022, rapidly escalated from a
regional problem to a worldwide geopolitical crisis, with widespread implications on
international economic stability and security. Though the war that is taking shape is
centered on Eastern Europe, the effects reverberate across global supply chains, energy
markets and trade relationships everywhere. The conflict has deepened uncertainties in
global commodity markets, sent inflationary shock waves and disrupted logistical
networks, shaping up the economic destinies of nations in places far from where guns
are being fired. Like elsewhere, in South Asia, which includes established emerging
powers such as India and smaller developing countries such as Nepal and Bangladesh,
there’s no exception (Abay, 2023). These South Asian economies are particularly
vulnerable to the repercussions of this conflict given their linkage to global trade flows
and dependence on imported energy. Thus, understanding the implications of the
Russia-Ukraine war for South Asian economies becomes important not just for
articulating proximate economic challenges but also for conceptualising strategic
responses to geopolitical risks that pose a threat to longer-term developmental goals.
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South Asia’s economy is uniquely placed between a global commodity addiction
and regional fragilities. South Asian countries are heavily dependent on imports of oil,
natural gas and agricultural goods, including wheat and fertilizers, from Russia,
Ukraine and other affected providers. The war has sent energy prices on a roller-coaster
ride, disrupted supply chains, and since limited access for civilian-dominant economies
to crucial food imports, sparking inflation in the region. This has added further to the
pressure on the economy due to the persistent effects of COVID-19, which was already
stretching public health systems, disrupting labour markets and limiting economic
growth (Yaseen, et. al, 2020).Rising fuel and food prices have pushed inflation to a
worrisome level, eroding households” purchasing power and food security for millions,
particularly among the less well off. At the same time, the industry depending on
importing energy and raw materials have seen production costs rise, jeopardizing their
competitive edge and profitability. In addition, financial instability resulting from
worldwide sanctions on Russia and shifting trade patterns has roiled flows of foreign
investment, again complicating the task of economic recovery. The multidimensional
consequences of the war thus expose fundamental fissures in South Asia’s economic
construction, which deserve to be explored qualitatively in further depth.

In this article, the qualitative research method is used to investigate what South
Asian countries are going through and how they are responding to the economic
consequences of the Russia-Ukraine conflict. Using structured secondary data from
government economic publications, international trade reports, policy briefs and
analyses by experts, the research seeks to shed light on the intricate relationship of global
geopolitical disputes and regional economic facts. The aim is to uncover trends of
economic dislocation and adaptive adaptation strategies pursued by countries in the
face of risk and the prospect of economic opportunity. This would involve consideration
of redirection of trade partners, new sources of energy, a different monetary and fiscal
policies, and regional cooperation. It also serves to shed light on wider ramifications for
economic resilience and policy innovation across South Asia, and exposes the immediate
need to develop more sustainable, adaptable economic systems which are able to
withstand external perturbations. In the final analysis, the study aims to provide
important insights into the changing dynamics of conflict and their implications for
regional development and stability and provide a more nuanced understanding of the
risks and challenges facing the region and where they are best addressed given global
uncertainty (Lin , 2022).

Literature Review

The study looks at the challenges and effects of the conflict between Russia and
Ukraine on South Asia. It has been predicted that South Asian nations have difficulty
due to rising oil prices, commodities shortages, and supply constraints. The conflict in
Ukraine has a detrimental impact on the entire world, driving up inflation rates further.
According to the World Bank president, South Asia has seen several shocks in the last
two years, one from COVID-19 and another from the current Russia-Ukraine conflict,
which would have a detrimental effect on the real income of the population. Although
there are consequences, South Asia's response to the Ukrainian crisis is shaped by their
national interests. For instance, In their official statements, Afghanistan and Sri Lanka
embraced neutrality and refused to support either side. Bangladesh adopted an unofficial
neutrality policy and requested that the conflict be settled by dialogue and diplomacy
between the sides. In order to safeguard its national interests, India continues to play a
neutral stance, retain its strategic cooperation with the US, and import oil from Russia.
War's effects on Pakistan can be examined from political and economic angles.
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Economically, Pakistan would suffer high inflation due to a rise in oil, food, and
commodity prices, as Pakistan's imports are more significant than its exports. Politically
speaking, Pakistan also needs help to board the Russian ship because it already
experiences high inflation, slow economic growth, and political instability (Steinbach,
2023).

In today's world affairs, protecting one's national interest while preserving
integrity, fostering peace, and fostering burgeoning economic and social growth are the
shared goals of foreign policy. Pakistan is in a position to profit from both geopolitical
and geoeconomic trends at this time. Since its independence, Pakistan has struggled to
become a stable democratic nation. Balancing relations with the US and Russia in the
current situation is a challenging problem for Pakistani foreign policy. As proof of an
economic opportunity where Pakistan may exercise more significant influence in the
region and benefit from it for a long time, Russia is warming up its relations with
Pakistan, and CPEC offers a stockroom to the regional market. According to the research,
Pakistan's foreign policy should take a comprehensive approach, and civil institutions
should work to minimize the military's influence on Pakistan's strategic interests
(Qureshi, 2022).

The study analyzes Pakistan and Ukraine, which are different states with
histories, gains, and miscounts but deal with similar issues, the threat of territorial
conflict. Historical aspects of the independence of Ukraine and Pakistan have a common
feature: Pakistan gained independence from British Raj, and Ukraine gained
independence after the disintegration of the USSR. Firstly, Pakistan and Ukraine are
compared based on the degree of internal difficulties and relations with neighboring
countries, represented by India and Russia, respectively. Second, due to territorial
disputes with neighboring countries, Pakistan and Ukraine are classified as intermediate
nations. Both states can only live freely once their major issues are solved. For Pakistan,
the Kashmir dispute is the most pressing matter, and for Ukraine, joining NATO is the
most pressing matter since Russia considered it a danger to its sovereignty (Zhang, 2023).

The world suffers when one country goes to war; this study explicitly examines
how Russia's invasion of Ukraine has severely impacted South Asian economies. The
study is divided into two parts. The first part discusses the response of SAARC to the
Russian invasion of Ukraine and its effect on South-Asian economies. SAARC promotes
economic and regional integration between its member states. SAARC believes that the
economic fallout for South Asia due to this war would be more destructive than the total
economic impact of a pandemic. The countries like Bhutan, Nepal, Maldives, and Sri
Lanka could bear short-term growth contradictions than India and Bangladesh. This
statement is valid due to the current Sri Lankan economic crisis, the most noticeable
impact of the Russia-Ukraine war. Pakistan is already suffering from economic and
political instability. The socioeconomic situation in South Asia is discussed in the second
section. The sanctions the West has placed on Russia have negatively impacted this
region. The Sri Lankan situation is the best illustration. Russia The Sri Lankan economy
was brought down by Ukraine, which prevented it from sliding further and ultimately
destroyed the $81 billion GDP. Even though Sri Lanka only engages in a small amount
of direct trade with Russia and Ukraine, weak economies often struggle to endure and
eventually collapse (Muzaffar, et. al., 2017; I1zzeldin, 2023; Shahbaz, & Muzaffar, 2025).

The influence of the Russia-Ukraine conflict on the global agricultural and energy
sectors is examined in the study. The two nations are significant producers of fertilizers
and energy. Commodity prices have increased dramatically due to sufficient disruptions
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and economic sanctions in reaction to the crisis. The international community faces new
obstacles due to the Russian Ukrainian dispute in preventing a food crisis. Close ties to
trade and the payment system have been proven to restrict trade, remittances,
investment, and tourism, which harms economic growth, inflation, and external and
fiscal accounts. The impacts of the epidemic, which have already affected millions of
homes and companies, and the susceptibility to public debt will all worsen, along with
socioeconomic pressures in many nations (Cui, 2023).

The Sustainable Development Goals (SDGs) are a set of 17 goals that recognize
that progress in one area will have an impact on outcomes in other areas. That progress
must balance social, economic, and environmental sustainability. The United Nations
members adopted the SDGs in 2015, marking the first time in history that they have taken
such a significant step. The SDGs aim to eradicate poverty, hunger, AIDS, and
discrimination against women and girls. Since Russia and Ukraine are significant
producers of commodities traded internationally, food restraints in Ukraine and severe
economic sanctions on Russia's global supply chain are becoming increasingly
problematic (Aslam, & Muzaffar, 2025). Due to the Russia-Ukraine conflict, which
increased the price of food, commodities, and energy, global growth has severely slowed.
According to the ILO, the Ukraine crisis also threatens labor disruptions in nearby
nations like Slovakia, Romania, Poland, and Moldova, where escalating threats drive
refugees into extended exile, straining social protection systems and labor markets,
resulting in high unemployment. These nations rank among the top 10 states in Russia
for immigrant populations, and a significant portion of its citizens send significant
remittances back home. Migrant workers may lose their jobs due to the sanctions placed
on Russia. If they return home, Africa and Central Asia could see a severe economic
collapse. In other words, low- and middle-income countries are having it more
challenging since they have not yet fully recovered from the enormous economic shock
brought on by the epidemic. SDG 16 should be a requirement for sustainable
development and be at the center of it, according to governments and international
organizations. For peace on Earth, there should be international cooperation and
responsible behavior. To successfully implement such a crucial program, stakeholders
and global leaders must show strong commitment (Aslam, & Muzaffar, 2025b). The
SDGs would only be sustained by 2030 with inclusive world peace, which makes SGD16
a prerequisite (Aslam, & Muzaffar, (2025a; Kumari, 2023).

The Russia-Ukraine war has many adverse effects, but the socioeconomic ones
are being felt internationally, especially for global food security. Ukraine and Russia are
two significant agricultural powers. The food problem will worsen if the war continues
or worsens, especially for nations that depend on food imports, including those in the
Middle East and North Africa (MENA). The analysis demonstrates the direct and indirect
effects of the Russia-Ukraine war on world food security. First, Ukrainian exports have
ceased. Second, relocating people has resulted in a labor shortage. Third, access to
agricultural products like fertilizers is also restricted. War also has unintended
repercussions. First, because fertilizer prices are at an all-time high, many farmers,
including those in the USA, are switching from expensive fertilizers to less expensive
ones. This may have unfavorable effects, especially in developing nations, and lead to
decreased yields, a smaller global supply, and record prices. Second, the pressure on
foreign reserves and currency rates in food-importing countries has increased due to
global prices. The inflationary pressure on food and other services is negatively impacted
by currency deprivation, which reduces consumer purchasing power and puts a further
burden on public resources (Gaio, 2022).
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Material and Methods

The qualitative research design based on content analysis and extensive review
of secondary sources is employed to analyse the relations of war between Russia and
Ukraine with the South Asian economies and regional security. The study uses evidence
from public sources such as official government reports, government statements on
foreign policy, academic works and reputable news sources to develop an extensive,
textured account of the problem. The data is analysed using content analysis, and the
analysis focuses on themes, patterns, and narratives that are emerging, particularly
related to economic disruptions, diplomatic responses and security implications for
South Asian states. This study gives preference to the material on official and verified
sources that guarantee an accurate and trustworthy answer. Ethical concerns are integral
features in each stage of the research process, especially with respect to attribution
issues, data accuracy, and sensitive information privacy. Grounding the study in
qualitative data, the research aims to offer an in-depth understanding of the impact of
the conflict in South Asian countries as well as responses, challenges and developing
strategies. This approach allows for a nuanced understanding of the complexity at play
in the region, giving a multi-dimensional snapshot of the impact of the Russia-Ukraine
war on the region’s economic viability and diplomatic relations (Jr, 2023).

Results and Discussion
The Economic Fallout of the Russia-Ukraine War on South Asia

The Russia-Ukraine war triggers considerable global economic difficulties which
affect supply networks and cause challenges for energy trading systems and food
distribution alongside financial institutions. The war caused petroleum and natural gas
prices to increase globally which resulted in negative impacts for energy-importing
countries. The complexity of international trade increased because Western countries-
imposed trade restrictions as well as banking transaction and foreign investment
restrictions on Russia. A devastating effect on the worldwide food supply chain occurs
because Russia and Ukraine are prominent global agricultural providers of wheat as well
as corn and fertilizers. The inflationary pressures from worldwide food scarcity along
with rising prices negatively affect global inflation since numerous nations obtain crucial
food and agricultural materials from international sources. The combination of Black Sea
disruptions and supply chain blockages caused essential import costs to soar because
transportation fees hit new highs. International financial markets broke down because of
the war to cause major currency depreciation while capital flowed out from emerging
economic systems. The high inflation levels and market-instability together with trade
barriers completely eliminated economic growth in South Asia since these nations were
still responding to pandemic disruptions and managing financial deficits and external
debts (Shahbaz, & Muzaffar, 2025a; Umar , 2022).

The South Asian regional economies experience substantial business threat from
outside disruption due to their dependence on imported energy supplies and export
manufacturing products and incoming foreign capital movement. This region's excessive
use of imported oil and gas creates dangerous conditions from unpredictable energy
resource market pricing worldwide. The areas of North and South Asia are having
serious blackouts, sky-high gasoline prices and increasing inflation due to Russia selling
their main fuel to them. South Asian agros focus heavily on Russia-Belarus imports
Although interruptions in supply lead to damage of crop production and rural financial
stability and there is no region with food safety guarantees. Exports of textile and
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garment products and products in general are suffering from falling global market
demand and surging input and remittance times. Pakistan, as well as Sri Lanka and
Bangladesh, confronted Balance of Payments problems of serious proportions as
increasingly high debt servicing burdens brought with them IMF conditionalities and
economic recession. The war has brought to light the precarious nature of South Asian
markets in need of many avenues to development and strong financial institutional
infrastructure with new business linkages.

The economic consequences of the war for South Asian states derive from their
varying international trade relations as well as their approaches to energy production
and financial sustainability. India's strategic game is to become a special-cased economy
in South Asia consuming cheap Russian oil, while diversifying its energy supplies.
Elevated inflation is being met by higher food costs and devaluation and loss of the
Dinar’s value that, in turn, are having negative impact on the economic expansion.
Downturns in Pakistan's economy raised the price of fuel in Pakistan, and the country
lost significant foreign exchange reserves, it also experienced political instability and thus
required assistance from the IMF and friends of Pakistan. Bangladesh's stable state has
worsened within its stable condition. Import prices are rising and export earnings have
reached a stage where government rationing, and budget cuts are imposed due to energy
crisis (Kuzemko, 2022).

Sri Lanka suffered an economic crisis before its war began and now experiences
extreme fuel scarcity and skyrocketing food costs and worsening debt default issues
negatively affect its future recovery. Due to its dependency on foreign financial support
the Nepalese economy contributes largely to imported products. The country
experienced rising inflation rates as well as damaged foreign currency reserves and
decreased economic growth because of elevated international prices. South Asian
countries chose to adjust their policies through new trade routes and cross-border
cooperative efforts as part of their strategy to cope with economic challenges resulting
from the Russia-Ukraine conflict.

Trade Disruptions and Supply Chain Challenges

Global trade suffered heavy damage because Western sanctions applied to Russia
led nations worldwide to sever trade ties with Russia and its South Asian partners.
Western countries imposed strict financial restrictions on Russia while maintaining trade
restrictions thus damaging banking operations and blocking Russian energy exports
together with market entry limitations. South Asian nations have faced increasing
challenges in conducting business with Russia due to Western financial measures that
barred Russian major banks from SWIFT international payment methods restricting their
economic payments. Trade operations conducted by India, Pakistan, Bangladesh, and Sri
Lanka which rely on Russian oil and gas together with fertilizers and wheat and
machinery encounter ongoing trade obstacles due to the present financial limitations
imposed against Russia. South Asian countries beyond India remain unable to find
effective trade settlement methods for doing business with Russia despite creating the
rupee-rubble payment systems. The delay in essential goods imports occurs because
Russian shipping and cargo insurance remains restricted which causes disruption across
supply chains that pertains to food supplies and energy distribution and raw material
transportation. Present economic circumstances have compelled the region to develop
alternative trading pacts and look for new trade partners as well as to adopt new financial
frameworks to explore appropriate responses.
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The war resulted in major disruptions to global transportation networks because
trade restrictions in the Black Sea region were required under the sanctions. The war has
harmed other key Ukrainian and Russian export products too in that shipping depends
on passage through the Black Sea, but this hampered the delivery process and generated
expensive transport issues. Some of the major South Asian economies are already seeing
reduce supply of grain and fertilizer imports and prices and inflation level creeping up,
as the war disrupts both the supply. "Maritime transport cost continue to rise in
Pakistan, Bangladesh and Sri Lanka as the impact of increased fuel costs and insurance
rates on Russian shipments adds economic pressure on all import reliant countries. High
levels of activity at South Asian export ports in combination with limited carrier options
contribute to delays in reaching their respective export destinations abroad, pushing up
international export costs. Western export embargo on Russia combined with the volatile
conditions in Black Sea area have complicated trade route logistics for South Asian
merchants regardless of alternative shipping channels used by some countries.

The continuing war has caused disturbing effects to export oriented South Asian
industries such as textile production and manufacturing agriculture. Three of the world's
key textile exporting countries are now seeing increasing costs of production on account
of increasing fuel prices and cost increases in raw materials and freight.

The surge in energy costs resulted in textile production deficits at Pakistan and
Bangladesh factories that led to delayed international market fulfillment and reduced
market output. The manufacturing sector in South Asia deals with production difficulties
because Russia and Ukraine block vital components and machinery delivery resulting in
decreased manufacturing output and forcing new supply partner searches. The
agricultural sector faced negative effects when rising fertilizer fees together with wheat
shortages diminished farm output and price inflation made food more costly and
agricultural operations required additional expenses. Due to financial difficulties Sri
Lanka experiences excessive food shortages as it cannot procure necessary supplies from
overseas markets. South Asian governments implemented various measures which
strengthened their export partnerships together with local manufacturing capabilities
through multiple regional trading systems to manage economic problems. Global supply
chain instability demands that South Asian economies take both strategic policy reforms
and economic resilience strategies to adapt to changing trade conditions (Lo, 2022).

Inflationary Pressures and Currency Depreciation in South Asia

Here are other factors that impact the Russia-Ukraine war on South Asia’s
inflation and the issue of higher food alongside fuel and essential commodity prices.
South Asian countries imported huge amount of wheat, edible oils and fertilizer along
with energy (commodities) for import-processes from Russia and Ukraine as well.
Western economic sanctions against Russia and a trading blockade in the Black Sea
resulted in international import disruptions that kept market prices elevated. All South
Asian countries have seen inflation for the worse this year as the barrel price of crude oil
reached $120 in 2022, which escalated costs in transportation and production, and the
electricity sectors. A lack of transportable fertilizers meant that the low level of
agricultural output decreased even more just in time for an increase of the price of rice
wheat and cooking oil." Governments had to cut subsidies, and increase customer power
and gas rates, because this made the financial squeeze even tighter for customers. the
entire South Asian economy was hit by an inflation crisis undermined jobs and
businesses and the govt earning and consumer money and economic development and
political chaos all over the region.
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The combination of inflation growth and government deficits along with heavy
debt load made it difficult to observe the stabilizing efforts of governments that lacked
additional foreign aid.

The Impact on Exchange Rates and Currency Depreciation in South Asia

South Asian countries experienced quick currency devaluation due to strong
pressure on exchange rates caused by deteriorating international trade and capital
outflows and decreasing foreign currency balances. The excessive inflation led to the
freefall of the Pakistani rupee alongside the Indian rupee, the Bangladeshi taka, and the
Sri Lankan rupee as well as the upward spiral of the U.S. dollar values, pulling up import
costs for South Asia. The Pakistani Rupee suffered one of its biggest devaluations in
January 2022 to 2023 since it was overvalued until the country has enough foreign
exchange reserves and chronic trade deficits and due to its payments on behalf of loans
it had with the International Monetary Fund. The rupees grocery got devalued after it
went bankrupt in terms of foreign exchange reserves now insufficient for it to fetch fuel
anymore, with medicines and food, making it default in history for the first time in its
history of loan payments. Indian rupee devalued by over 25% the energy became
expensive and remittance inflow to Bangladesh was minimized. Besides a robust forex
kitty, the rupee currency was shored up by the announcements of the RBI in the face of
rupee's free fall of nearly 10-15%. Weaker local currencies pushed up import prices which
contributed to higher inflation that exacerbated economic headwinds across the region.
And by such currency collapse, due to which their budget deficit-wise was worsening,
governments were faced with higher costs in repaying on their outstanding debt.

The global economic crisis required that these governments adopt three main
policies--raising interest rates while taking bad-loan advice from the International
Monetary Fund and exercising systematic management of reserve currency (Rawtani,
2022).

South Asian countries cooperated with their banks in their countries and
borrowed from IMF to accept the support package, actively managed foreign exchange
reserves, raised interest rates at home, and ran the operation efforts of reducing inflation
and stabilizing their country’s currency. Twin policy rate hikes by SBP and Bangladesh
Bank turned out to be unable to ignite growth and have instead pushed up the cost of
borrowing for businesses and consumers alike. Sri Lanka’s economic crisis was at its
worst and the country was forced to seek IMF support - a combination of budget cuts
and higher taxes and financial reform programmes in a bid for a bailout. Pakistan secured
the 3 billion US dollars loan from IMF despite having its share of economic recovery
related to political turbulences and age-old flawed budgetary practices. A stable
economy means that Bangladesh asked the IMF to lend it $ 4.5 billion to bolster its
foreign exchange reserves and meet debt payments on external debt. India declined
financial assistance from the IMF, stating that the large foreign exchange reserves can be
used for relief measures, and that the compensation balance will be used for creating
energy-diversification programs, and trade-agreements, and productivity-driven
monetary measures to combat inflation. All the South Asian states first adopted import
controls as well as exercised control on distribution of power before entering into new
trade deals to reduce economic vulnerability. The policy responses were not successful
in stabilizing inflation and ensuring exchange rate stability as the region requires broad-
based enduring structural economic changes as well as pan-regional financial shields to
defend against future external turbulence.
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The Russia-Ukraine Conflict’s Impact on Agricultural and Food Security

The Russia-Ukraine war disrupted global food supply chains significantly thus
compelling the South Asian nations to confront food security related problems. Before
1939 Ukraine and Russia together were delivering wheat product at world market and
providing large amounts of edible oils and fertilizers to the international trading routes.
The Black Sea trade routes were partially dislocated, traffic was blocked by mines, and
there was complete dislocation of grain distribution, delayed deliveries, and higher
overhead and shipping problems for all food commodities in the world. The agriculture
of Pakistan, along with Bangladesh and Sri Lanka, is reliant on imported wheat and
external sources of fertilizers to operate. The Russian sanctions on trade, as also the
abysmal agricultural production in Ukraine, in 2022 have pushed up South Asian wheat
prices by over 40 per cent resulting in an acute spike in prices of staple foods. As a result
of the sanctions on Russia and Belarus, the decrease in export of fertilizers led to higher
prices for nitrogen-based fertilizers globally. Ukraine is one of the largest suppliers of
sunflower oil to buyers in South Asian food consumers, and this branch of the edible oil
sectors faced troubles. Disruption in the international flow of food caused food insecurity
to mushroom as a looming problem for the urban population, as well as for farmers who
experienced increased cost of production without corresponding increase in volume of
the production.

Food price fluctuations during wartime proved that South Asian economic
systems have weak responses to agricultural events from outside their borders thus
calling for robust domestic food security policies.

Widespread economic issues within South Asian economies intensified as a direct
consequence of severe effects on market food commodities and farm productivity and
regulatory food security challenges. The Pakistani wheat shortage became more critical
because of power issues and political disturbances which led to historic record-breaking
flour prices thus forcing the government to control prices and implement food
restrictions. The large Ukrainian wheat import by Bangladesh created financial burden
on families and sparked unrest regarding daily living costs through rising prices of bread
and rice and cooking oil. Sri Lanka's economic breakdown created difficulties buying
grain and fertilizer imports and this scarcity caused food shortages while shrinking the
domestic agricultural production. Indian wheat abundance guarded against unexpected
shortages although fertilizer costs became a threat to agricultural permanence as well as
countrywide agricultural development. The price surge of food supplies has increased
pressure on all South Asian regions' low-income families who experience negative
consequences such as worsening poverty and social unrest and nutrition deficiencies.
Governments of South Asia currently focus on boosting domestic agricultural output as
well as securing new importing markets while adjusting subsidies to fight rising food
prices.

The agricultural crisis in South Asia requires different policy interventions where
state institutions work to preserve food supplies and control inflation rates to sustain
their indigenous farming sector. India constrained its wheat exports because it wanted
to maintain its domestic grain reserves and decrease market prices. Bangladesh along
with Pakistan implemented an expansion plan for wheat import sources by making
agreements with suppliers based in Canada and Argentina and Australia. The
governments now offer extended financial assistance to farmers for their raw materials
and fertilizer needs to support farming through elevated production costs. Various
governments across South Asia invest in building massive strategic grain storage

28



Pakistan Social Science Review (PSSR) July-September 2025, Vol. 9, No. 3

infrastructure as an approach to secure emergency food supply for addressing deficits.
The Bangladeshi government expanded its food reserve capabilities while Sri Lanka
approached the World Food Programme (WFP) for prevention of impending famine.
Food security among South Asian countries remains vulnerable because climate change
intensifies while foreign trade difficulties and economic cost rises persist. The worldwide
food emergency emphasizes the urgent need for both agricultural improvements and
sustainable farming methods and local food security to handle future international
disruptions (Umar, 2022).

Impact on Foreign Direct Investment (FDI) and Financial Markets

Two main impacts the Russia-Ukraine war will have on South Asia in FDI and
financial markets: Summary: The Russia-Ukraine war means that South Asia will face
capital outflows as investors become nervous, and there could be economic jitters on the
markets. The broader conflict drove global investors to shift assets toward U.S. Treasury
bonds and gold from funds linked to emerging markets in South Asia. The flight of
capital led to the currency depreciation, insufficient economic growth and the illiquidity
of the entire market in the region. Pakistan and Bangladesh with Island Country Sri
Lanka also faced the escalating financial crisis while these countries develop FDI driven
economies with widened industries, but the investors” confidence depleted. South Asian
firms put off long-term investments offered by international companies and institutional
funders due to war-driven price inflation and unknown international political dynamics
and disrupted supply lines. Various projects related to building infrastructure, as well as
producing manufacturing plants and energy industries were delayed or cancelled as a
consequence of this. Investments in India slid a little though traditional investors chose
this destination market as increased uncertainties made them more wary. Despite its
“negative” aspects, shrinking foreign direct investment resulted in two important effects:
slow economic growth and the difficulty for Asian countries to secure development
financing and stability.

Aftermath the impact of the two wars also showed on the south Asian markets
that experienced massive market volatility as events of war marred the institutional
trust, in addition to a banking crisis and interrupted investment trends. Early phases of
war resulted in significant investment losses throughout the India, Pakistan, and
Bangladesh stock markets, prompting concerns about the risk of instability of power
prices, inflation increases and trade impediments and fluctuations in the stock exchanges
that would affect the rest of the region. From 1971 to 1976 both the Pakistani and Dhaka
Stock Exchanges investors were also selling off their financial assets as they were also
feeling the heat of the unpredictable market and were moving their capital elsewhere. Sri
Lanka: The war-torn island country of Sri Lanka defaulted on its public debt and became
the first nation in the country's history to fail to pay its international debt. Investors were
drawn to the relative stability of India’s stock markets as the country benefited from
economic diversity and deep local investment pools. Higher rates of inflation and you
had higher interest costs, which created all kinds of problems for the South Asian
banking systems because people were struggling to pay the interest on their loans and
banks were lending less to consumers.

The financial institutions located in Pakistan and Sri Lanka showed declining
stability because they failed to meet external debt payment obligations while battling
economic challenges that forced them to adopt rigid financial rules. Market instability
acts as a major investment barrier for South Asian nations that leads to limited economic
progress and declining industrial growth.
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The decreased FDI and financial instability compel South Asian countries to find
new economic partners in China and Gulf nations. Through the Belt and Road Initiative
China supports Pakistani, Sri Lankan and Bangladeshi economies with both financial
backing and infrastructure funding along with trade supports that lets these nations
operate even though Western capital evaporates (Muzaffar, & Khan, 2021; Rahim, et. al.,
2018). These financial deals may face durability issues because they create Chinese debt
risks and costly borrowing conditions. New financial and energy investment from Saudi
Arabia coupled with the UAE created South Asian economic stability through their
economic contributions along with energy deals and capital investments. India received
multibillion-dollar funding packages from Saudi Arabia for economic support which
allowed parallel Bangladeshi projects to obtain Gulf-based infrastructure development.

By way of alternative economic relations, South-Asian states are able to cope with
the current economic crisis but are also showing their growing financial reliance on
funding from subsystems other than the West. South Asian governments must plan how
they can continue to attract investment that will strengthen their finances while also
decreasing their reliance on outside financing. The global war highlighted the necessity
to obtain sources of funding from various sponsors for domestic financial systems that
have to deal with the vicissitudes of international markets.

The War’s Effect on South Asian Labor Markets and Remittances

The South Asian labor marker crisis was eventually altered due to the Russia-
Ukraine war, as the shelled workplace had no hope to employment for foreign workers
across Russia Ukraine European states. More than millions of South Asian migrant
workers are crisscrossing from Russia and Eastern Europe to Western Europe for jobs.
The dual effects of economic uncertainty and job losses along with the rising inflation in
the host countries hit employees in India, Pakistan, Bangladesh, Nepal, and Sri Lanka
right away. Labor Challenged: Wartime conditions and local destruction and economic
turmoil in ulus affected South Asians employed as construction and industrial labor, and
as service personnel, in Russia and Ukraine. This left many migrant workers with no
choice but to depart from the place or depriving them of job opportunities.

The economic restrictions imposed upon Russia made the country cut down
payments to foreign workers which resulted in significant staff reductions combined
with delayed wage payments for employees. Economic instability caused by war led to
challenging conditions that affected a large number of South Asian workers in European
territories. This war-caused economic decline reduced the need for labor force and
reduced wages at the same time that day-to-day costs rose dramatically. The economic
issues faced by multiple South Asian nations became worse since their overseas worker
remittances decreased which made their foreign exchange reserves and financial stability
worse.

The three countries Bangladesh Nepal and Sri Lanka experience severe foreign
currency problems because their essential source of income remittances have
dramatically decreased. The remittances flowing through South Asian nations form
between 10 to 20 percent of their GDP while supporting their financial strength and
household income levels and overall national economic stability. Large remittance
reductions emerged as a primary economic obstacle for migrant worker home countries
after workforces from Russia combined with Ukraine and European states lost their
employment. Workers in war-affected regions of Bangladesh witnessed hourly wages
decrease and employers terminate their positions resulting in a reduction of foreign
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currency inflows. Pakistan faced substantial financial obstacles in its remittance channel
because workers located in Russia and European economies failed to send money back
to family members in their home country. Russian and Eastern European economic crises
effected both Nepalese workers returning home and disrupted their ability to send
money back to their families. The financial crisis disrupted Sri Lankan foreign financial
transfers forcing the nation to experience a deeper currency shortage that delayed its
essential import procedures. The stable remittance flow from Southeast Asia and Gulf
nations could not compensate for the missing money transfers from Russia Ukraine
Europe resulting in economic pressures on houses and international economies that led
to decreased consumer buying power and rising prices alongside diminished economic
performance.

Multiple policy standards were implemented by South Asian governments to
protect migrant workers while they depended on these workers to keep their remittance-
based economies stable despite decreasing remittances and decreasing labor demand.
The affected host nations pursue diplomatic discussions with different international
governments to deliver job security and wage protection and legal representation to
foreign workers. Afghanistan's war losses triggered Pakistan and Bangladesh to launch
emergency funds for aiding their migrant workers who needed financial support. The
governments established secondary Labor migration programs to send their citizens to
Asian and Middle Eastern countries which continued to need workers. Nations across
the world increased formal banking for remittance operations by decreasing costs and
giving financial benefits to boost their exchange rates. Indian and Nepalese governments
established training initiatives that enhanced migrant abilities to secure employment in
domestic industry. South Asian nations experience long-term economic uncertainties
due to falling remittance flows requiring development of diverse Labor migration
approaches as well as domestic employment strategy improvements and finance
protection systems for reducing their coming years' economic dependence on
remittances.

The Role of International Financial Institutions in South Asia’s Economic Recovery

Following the Russian military operation in Ukraine South Asian nations became
more determined to seek money from International Financial Institutions (IMF and
World Bank and Asian Development Bank). The stabilization of South Asian economies
during financial crises becomes possible through international institution support of
emergency aid, loan programs and structural adjustment policies. The IMF provides two
major types of support through its leading position which includes providing economic
policy recommendations with financial aid to nations experiencing debt crises alongside
currency devaluation and inflation problems caused by wars. ADB and World Bank
provide resources to remove economic impact on vulnerable populations by offering
social protection with infrastructure funding. Food security programs funded by the
World Bank protected the poor families of Bangladesh Nepal and Pakistan from severe
inflation impacts caused by increasing food and energy costs. It provides this support to
the governments of South Asian countries to ensure their economies function
simultaneously protecting their supply chains for fertilizers and wheat and also,
petroleum, during times of war driven interruptions to international trade. The financial
programs allowed governments to receive immediate assistance with the condition that
they immediately reduce public services and subsidies and implement reforms in
exchange, measures that led to violent protests and political conflicts (Tosun, 2022).
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Debt Restructuring and Bailout Programs in Sri Lanka and Pakistan

Increased prices of commodities and trade deficits and currency devaluation in
the currency markets led both Sri Lanka and Pakistan to economic crises with several re-
territorialized IMF bailouts programmes. Sri Lanka was forced into arrears on its
sovereign debt for the first time in history, as borrowing dried up its foreign exchange
reserves and inflation went above 50%. Sri Lanka was given as much as $3 billion in
immediate funds from the IMF, but the rescue package meant economic restructuring,
subsidy reductions, and for officials to rebuild their institutions. New Delhi: Sri Lanka
began talks with rival powers China and India for fresh loans as it struggles to roll over
nearly $5 billion in debt due this year, with the coronavirus pandemic and falling tourist
arrivals dealing a devastating blow to the country’s economy. There is a common pattern
in which Pakistan is beset by such financial crises due to the three factors: the increase
price of petroleum i.e upswinging price of oil, decreasing remittances of manpower and
need of high external debt. In 2023 the IMF bailed out Pakistan with $3 billion that called
for structural reform including creating a new tax system and ending energy subsidies
as well tightening fiscal discipline. The bailout rescues prevented economic meltdown
but by increasing inflation and cutting back social measures, and in the context of a
simmering public rage at austerity they have hurt public safety. South Asia remains
highly vulnerable to the global economic turmoil, as its reliance on IMF/WB assistance
exposed the need to create viable financial rehabilitation plans, in addition to sound debt
management mechanisms.

Role of G20 and BRICS Countries in Stabilization of the Region

They are focusing on looking for economic support and financial cooperation by
joining G20 and BRICS (Brazil, Russia, India, China, South Africa). As a member of the
G20, India is in active support providing its support on the G20 debt relief, trade
realignment schemes, which are helping South Asian developing countries in terms of
the current crisis emanating from the Russia-Ukraine war. The G20’s Common
Framework for Debt Treatment is a debt restructure mechanism for poorer countries but
Sri Lanka, and Pakistan, face difficulties in making use of the initiative. BRICS is an
economic bloc led by China-Russian direction; it's a counterbalance to the financial
system of the West based on trade, barter and currency exchanges, including the
extension of infrastructure activities to South Asian nations. Pakistan Reaps Economic
Rewards Under the Belt and Road Initiative Pakistan gains monetarily from China with
a better debt-terms and infrastructure contracting in countries like Sri Lanka and
Bangladesh. The sustainability of Chinese economic support has come into question as
countries worry more and more about becoming trapped in debt. Strong governance
including economic transparency and regional cooperation will allow G20 and BRICS
initiatives to effectively work towards restoring regional conditions with continued
Asian economic recovery despite persistent disruptions (Imtiaz, et. al., 2023; Chen, 2023).

Conclusion

Russo-Ukraine war and its aftermath has adversely affected the economies of
south-Asian countries, which have graphically demonstrated its short-term and long-
term implications. The war had choked global supply chains, driven up energy prices
and sent inflationary pressures rising, constraining fiscal budgets and raising the cost of
living from one end of the region to the other. Heavy energy and food-import dependent
countries became more exposed to risks, with the pre-existing economic vulnerabilities
being exacerbated. But this calamity represented an opportunity for South Asian
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countries to rethink their economic policies, including moving away from reliance on
single sources of energy, developing regional trade links, and boosting domestic
industry. The results indicate that although the war affected the economies of these
countries in ways that generate substantial economic losses, it was also a moment for
these countries to pursue greater resilience to external shocks, and to achieve this
through adaptive policymaking and regional cooperation. South Asian governments
must invest in sustainable infrastructure, streamline supply chains, and engage in
diplomatic efforts to lessen its dependence on erratic global markets to lessen future
vulnerabilities. In sum, the Russia-Ukraine conflict illustrates the complex
interconnections between world geopolitical crises and regional economic morality,
which further underscores the need to pursue proactive, flexible and vision-oriented
economic policies for South-Asian countries to insulate their development course from
impending international uncertainties.

Recommendations

e Diversify energy sources and invest in renewable energy to reduce
dependence on unstable markets.

e Strengthen regional trade agreements and enhance intra-regional cooperation
to mitigate global supply chain disruptions.

e Prioritize food security by diversifying agricultural imports and increasing
domestic production.

e Implement fiscal and monetary policies to manage inflation and support
vulnerable populations.

e Invest in digital transformation and sustainable development to foster
economic resilience and long-term growth.
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