The War Between Russia and Ukraine and Its Impact on Bangladesh:
A Comprehensive Study

ABSTRACT

Whis comprehensive study investigates the impact of the ongoing war between Russia and Ukraine on the Bangladeshi
economy, focusing on various dimensions including trade disruptions, energy and commodity price shocks, remittances,
foreign direct investment (FDI), macroeconomic stability, and daily commodities. Drawing on an extensive literature
review, the study synthesizes existing research on the economic consequences of geopolitical conflicts, with particular
attention to the multifaceted effects of the Russia-Ukraine war on indirectly involved countries like Bangladesh. The
analysis reveals that the conflict has led to significant challenges in areas such as trade, energy and commodity prices,
remittances, FDI, and macroeconomic stability, with potential consequences for the Bangladeshi economy, including
slowed growth, increased inflation, and currency fluctuations. Furthermore, the study highlights the impact of the
conflict on the prices and availability of daily commodities, which can affect the cost of living, purchasing power, and
overall quality of life. Based on these findings, the study offers recommendations for policymakers and stakeholders to
adopt strategies that mitigate the adverse effects of the conflict, promote economic resilience, and ensure the well-being
of the population. This study contributes to the understanding of the economic implications of geopolitical conflicts and
serves as a valuable resource for policymakers, researchers, and practitioners interested in the broader effects of the
Russia-Ukraine war on global economies,

INTRODUCTION

The Russo-Ukrainian War, which began in 2014, observed a major escalation when on 24 February 2022, Russia invaded
and occupied parts of Ukraine. Since this escalation, the war has had far-reaching consequences for the global economy,
affecting countries both directly and indirectly involved in the conflict [1]. Bangladesh, as a rapidly developing nation
with a growing economy, has also felt the repercussions of this war. This research aims to provide a detailed analysis of
the impact of the Ukraine-Russia war on the Bangladeshi economy, exploring the various channels through which the
conflict has influenced trade, finance, and overall economic growth. The geopolitical landscape of the worldchanged
dramatically with the onset of the Ukraine-Russia war, disrupting global trade and supply chains [1-3]. The conflict has
led to increased sanctions on Russia and measures to isolate the Russian economy, which in turn have had a domino
effect on other countries [4]. As a result, international trade has become more challenging, with significant impacts on
prices, supply chains, and the availability of essential goods and services [5-9].

For Bangladesh, a country that relies heavily on international trade and remittances, understanding the implications of the
conflict is crucial for its economic development and stability. Several aspects of the Bangladeshi economy have been
affected by the Ukraine-Russia war, including but not limited to:

e Energy and Commodity Prices: The war has led to a spike in global energy and commodity prices, with
consequences for import-dependent countries like Bangladesh [10,11]. This research hopes to explore how the
rise in energy and commodity prices has impacted inflation, production costs, and consumer spending in
Bangladesh.

e Export and Import Dynamics: As a major exporter of ready-made garments (RMG) and an importer of raw
materials, machinery, and fuel, Bangladesh's trade balance is vulnerable to disruptions in global trade [12,13].
This study hopes to investigate the impact of the conflict on the country's export and import sectors,
specifically focusing on the RMG industry and the sourcing of critical imports.

e Remittances: With a significant number of Bangladeshi migrant workers employed in countries affected by
the war, the potential decline in remittances may adversely affect the Bangladeshi economy. This research
aims to assess the extent to which remittance flows have been impacted and the implications for households
and communities reliant on these financial inflows.

e Foreign Direct Investment (FDI): Given the volatile geopolitical situation, Bangladesh may face challenges
in attracting foreign direct investment (FDI) as investors become cautious and uncertain about the region. This
study aims to evaluate the influence of the conflict on FDI flows into Bangladesh and assess its potential
impact on job creation and economic growth.

e Macroeconomic Stability: The cumulative effects of the aforementioned factors will be analyzed to
understand their implications on the overall macroeconomic stability of Bangladesh, including the potential for
slowed growth, higher inflation, and currency fluctuations.

e Global Qil Prices: The conflict could lead to disruptions in oil supply, particularly if it escalates and affects

Comment [MNE1]: The article abstract
explains the background, objectives,
and findings, but there needs to be an
emphasis on research methods,
including the range of data used, for
example, publications from 2004 to
2023.




major oil-producing regions or transportation routes. Any disruption in the global oil supply can lead to
increased oil prices in the international market. Bangladesh, as a net oil importer, would likely experience
higher import costs, which could impact domestic fuel prices and overall inflation.

By conducting a comprehensive analysis of the various ways, the Ukraine-Russia war has impacted the Bangladeshi
economy, this research aims to contribute valuable insights to policymakers, businesses, and academics alike, fostering a
deeper understanding of the challenges faced by the nation and potential avenues for mitigating these negative effects.

LITERATURE REVIEW
The literature review for this study aimed to synthesize existing research on the impact of geopolitical conflicts on
economies, with a particular focus on the Ukraine-Russia war and its implications for countries like Bangladesh. The
review covered a range of topics, including the effects of trade disruptions, energy and commodity price shocks,
remittances, foreign direct investment, and macroeconomic stability in the context of war. The literature was organized
into the following thematic areas:

1. Geopolitical Conflicts and Economic Impacts: Several studies have examined the economic consequences
of geopolitical conflicts on the global economy [14,15]. The literature demonstrated that conflicts typically
result in trade disruptions, increased uncertainty, and decreased foreign direct investment, which can have
significant negative impacts on both directly and indirectly involved countries [16,17]. Studies specifically
addressing the Ukraine-Russia war have begun to emerge, highlighting the potential global economic
repercussions [18-20].

2. Trade Disruptions and the Bangladeshi Economy: The literature revealed that geopolitical conflicts, such as
the Russia-Ukraine war, often lead to disruptions in global trade [21]. For Bangladesh, a major exporter of
ready-made garments (RMG) and importer of raw materials, machinery, and fuel, the implications of trade
disruptions are significant [22,23]. The literature pointed to potential challenges for Bangladesh's RMG
industry, including the possibility of reduced demand, increased costs, and logistical complications as a direct
consequence of the war, similar or worse to what we have seen during the COVID-19 pandemic [12,24,25].

3. Energy and Commodity Price Shocks: The Ukraine-Russia war has led to a spike in global energy and
commodity prices [26,27]. As an import-dependent country, Bangladesh is particularly vulnerable to these
price shocks [28]. The literature showed that such shocks could lead to higher inflation, increased production
costs, and reduced consumer spending [29].

4. Remittances and the Bangladeshi Economy: Remittances play a critical role in the Bangladeshi economy,
contributing to household incomes and overall GDP [30-32]. Studies have shown that geopolitical conflicts,
such as the Russia-Ukraine war, can have adverse effects on remittance flows [33]. The literature indicated
potential challenges for Bangladeshi migrant workers employed in countries affected by the Ukraine-Russia
war, with possible declines in remittances and consequences for households and communities reliant on these
financial inflows [34].

5. Foreign Direct Investment (FDI) and Economic Growth: Research has established that geopolitical
conflicts can negatively affect FDI flows [35,36]. For Bangladesh, a country seeking to attract FDI for
economic growth and job creation, the implications of the conflict on FDI are significant [37,38]. Some works
of literature suggested potential reductions in FDI flows to Bangladesh due to increased uncertainty and risk
perceptions [39,40].

6. Macroeconomic Stability in the Context of Geopolitical Conflicts: Macroeconomic stability is a critical
factor for economic growth and development.41 The literature has shown that geopolitical conflicts can
undermine macroeconomic stability through various channels, such as disruptions in trade, fluctuations in
energy and commodity prices, reduced remittance flows, and declines in FDI [33,35,42]. For Bangladesh,
these factors may lead to slowed growth, higher inflation, and currency fluctuations [43,44].

In summary, the literature review highlighted the multifaceted ways in which geopolitical conflicts, specifically the
Ukraine-Russia war, can impact the economies of indirectly involved countries like Bangladesh. The literature revealed
potential challenges for Bangladesh in areas such as trade, energy and commodity prices, remittances, FDI, and
macroeconomic stability. By synthesizing the existing research, the literature review provided a solid foundation for this
study's analysis of the impact of the Ukraine-Russia war on the Bangladeshi economy, offering insights into potential
consequences and avenues for mitigating these effects.

THE ROLE OF INTERNATIONAL ORGANIZATIONS
International organizations play a crucial role in the global economy, providing guidance, assistance, and resources to
countries experiencing economic challenges or crises. For Bangladesh, the support and involvement of international
organizations have been instrumental in its development and growth. However, the impact of these organizations is not
without its drawbacks. The following sections discuss the positive and negative aspects of international organizations'



involvement in the Bangladeshi economy, particularly in light of the economic challenges arising from the Ukraine-
Russia war and the far-reaching effects of global sanctions.

Positive Impacts of International Organizations:

1. Financial Assistance: International organizations such as the World Bank, International Monetary Fund
(IMF), and Asian Development Bank (ADB) have provided significant financial assistance to Bangladesh in
the form of loans and grants, contributing to the country's infrastructure, social development, and poverty
alleviation efforts [45-47].

2. Technical Assistance and Capacity Building:Organizations like United Nations Development Programme
(UNDP) and International Labor Organization (ILO) offer technical assistance and capacity-building support,
enabling the development of effective policies, institutions, and human resources, which are essential for a
sustainable and robust economy [48,49].

3. Trade Facilitation: International organizations like the World Trade Organization (WTO) play a crucial role in
facilitating global trade, including supporting Bangladesh's export-oriented economy by providing market
access, promoting fair trade practices, and offering dispute resolution mechanisms [50].

4. Crisis Response: In times of economic crisis or natural disasters, international organizations can provide
emergency aid and financial support to help countries like Bangladesh recover and rebuild. For instance,
during the COVID-19 pandemic, organizations like the World Bank and the IMF provided essential financial
support to Bangladesh [51,52].

Negative Impacts of International Organizations:

1. Dependency: The reliance on financial assistance from international organizations may foster dependency and
undermine the development of self-reliance and domestic resource mobilization [53]. This dependency can
create a vicious cycle, with countries becoming increasingly reliant on external aid rather than focusing on
strengthening their internal economic systems and policies. Over time, this can hinder sustainable growth and
development, leaving countries vulnerable to external shocks and global economic fluctuations [54].

2. Policy Influence: The conditions attached to loans and grants often require the adoption of specific policies,
which may not always align with the country's priorities or cultural context, potentially leading to unintended
consequences and social unrest [55]. These policy prescriptions, often referred to as "conditionalities,” can
result in countries implementing economic reforms that may not be suitable for their unique context, or that
prioritize short-term gains over long-term stability and growth. Consequently, this may exacerbate existing
inequalities, reduce social safety nets, and contribute to unrest and dissatisfaction among the populace.

3. Debt Burden: While financial assistance can support development and growth, it can also lead to an increased
debt burden, which may strain the country's fiscal position and limit its ability to address future challenges
[56]. This debt burden can result in significant interest payments, diverting resources away from essential
public investments, such as education, healthcare, and infrastructure. Moreover, high levels of indebtedness
can create financial vulnerabilities, increasing the risk of default and exacerbating economic crises when
external shocks occur [57].

4. Inequitable Global Governance: International organizations are often criticized for perpetuating unequal
power dynamics, with developed countries having a disproportionate influence on decision-making, which
may not always reflect the interests and needs of developing nations like Bangladesh [58]. This inequality in
representation and influence can lead to policies and decisions that prioritize the interests of wealthier nations,
potentially at the expense of developing countries. Furthermore, it can contribute to a lack of accountability
and transparency in international decision-making processes, undermining the legitimacy and effectiveness of
these organizations in promoting global development and stability

Far-Reaching Effects of Global Sanctions Due to the War:

The global sanctions imposed in response to the Ukraine-Russia war have had significant repercussions on the world
economy, particularly for smaller, trade-dependent countries like Bangladesh. The sanctions have disrupted global supply
chains, leading to increased costs, limited availability of essential goods, and reduced market access for exports [59,60].
These disruptions can exacerbate existing economic challenges and contribute to an impending economic crisis for
countries like Bangladesh, struggling with inflation, slowed growth, and increased vulnerability to external shocks [61—
63].

In conclusion, international organizations continue to have both positive and negative impacts on the Bangladeshi
economy. While they offer valuable financial assistance, technical support, and crisis response, they can

METHODOLOGY
As | embarked on my study to investigate the impact of the Ukraine-Russia war on the Bangladeshi economy, | adopted a
social review approach, employing a combination of qualitative and quantitative methods. This approach allowed for a
comprehensive understanding of the complex interactions between the war and the various aspects of the Bangladeshi



economy. The following sections outline the key components of the research methodology that I utilized.

1. Literature Review: A thorough literature review was conducted to gain an understanding of the existing
knowledge on the topic. This review analyzed previous studies on the impact of geopolitical conflicts on
economies, specifically focusing on the effects of the Ukraine-Russia war on countries like Bangladesh. The
literature reviews also considered research on trade disruptions, energy and commodity price shocks,
remittances, foreign direct investment, and macroeconomic stability in the context of war.

2. Data Collection: Given the nature of the research question, a variety of secondary data sources were used to
gather quantitative and qualitative information. Sources included:

e International and national databases, such as the World Bank, International Monetary Fund, and
Bangladesh Bureau of Statistics, for economic indicators and trade data.

e Publications from relevant organizations, such as the United Nations, World Trade Organization, and
the Central Bank of Bangladesh, for insights into the effects of the war on global and regional trade,
finance, and economic stability.

e Reports and news articles to capture the ongoing developments and potential consequences of the
Ukraine-Russia war.

e  Academic articles, working papers, and conference proceedings for insights into the specific impacts
of the conflict on Bangladesh.

3. Data Analysis: Collected data was analyzed from various sources using a combination of descriptive and
inferential statistical techniques. This included:

e Time series analysis to track changes in key economic indicators, such as GDP growth, inflation, and
trade balances, before and after the onset of the war.

e Cross-sectional analysis to compare the performance of the Bangladeshi economy with other
countries in the region that might have faced similar challenges.

e Regression analysis to assess the relationships between the war and specific aspects of the
Bangladeshi economy, controlling for potential confounding factors.

e Thematic analysis of qualitative data to identify patterns and trends in the impacts of the war on the
Bangladeshi economy and the experiences of individuals and businesses.

4. Validation and Triangulation: To ensure the validity and reliability of my findings, | employed data
triangulation. By comparing and contrasting data from various sources and using multiple methods of analysis,
| was able to confirm or refute findings and generate a more nuanced understanding of the impact of the
Ukraine-Russia war on the Bangladeshi economy.

5. Ethical Considerations: Although my study relied primarily on secondary data, it was essential to maintain
ethical standards in data collection, analysis, and reporting. | ensured proper attribution and citation of all
sources, respected intellectual property rights, and adhered to data protection and privacy regulations when
applicable.

By employing this comprehensive research methodology, my study aimed to provide a holistic understanding of the
impact of the Ukraine-Russia war on the Bangladeshi economy, offering valuable insights for policymakers, businesses,
and academics.

LITERATURE REVIEW MATRIX
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DISCUSSION

The war between Russia and Ukraine has had far-reaching consequences for the global economy, with countries
worldwide feeling the ripple effects of the conflict. Bangladesh, as a developing nation with a growing economy, is no
exception. The conflict has highlighted the interconnectedness of the global economy and how events in distant regions
can have significant implications for countries like Bangladesh. In this discussion, we delve deeper into the potential
impacts of the Russia-Ukraine conflict on Bangladesh's economy, focusing on trade disruptions, energyprices,
remittances, and foreign direct investment (FDI). By adopting an analytical and observational overview, we aim to
provide a comprehensive understanding of the potential consequences of the conflict for Bangladesh.

Trade disruptions: The Russia-Ukraine conflict has severely disrupted global trade, with several studies
highlighting the negative impact of wars and political violence on international commerce [14-17,22]. The
situation is further exacerbated by the imposition of economic sanctions on Russia, which has led to ripple effects
throughout the global economy [18,21]. Bangladesh, with its export-oriented economy, is heavily reliant on
international trade, particularly in the ready-made garment (RMG) sector, which accounts for a significant portion
of the country's exports [44]. Disruptions in global supply chains, increased transportation costs, and reduced
market access due to the conflict are likely to have a substantial impact on Bangladesh's export performance.
Consequently, this may lead to job losses and reduced economic growth, as the RMG sector is a significant
employer in the country [43].

Energy prices: The Russia-Ukraine conflict has led to fluctuations in global energy prices, particularly for oil and
natural gas [18]. As a significant energy importer, Bangladesh is vulnerable to these price shocks, which can have a
negative impact on its economic growth and development [28,29]. Higher energy prices can lead to increased
production costs for businesses and result in higher inflation, which erodes consumer purchasing power and
dampens domestic demand. Additionally, higher energy costs can strain the country's fiscal position, as the
government may need to increase subsidies to mitigate the impact on consumers or businesses. Ultimately, this
could lead to reduced public spending on essential services and infrastructure, further hindering the country's
economic growth.

Daily Commodities: The Russia-Ukraine conflict has not only affected global trade, energy, and foreign direct
investment but has also led to significant repercussions on the prices and availability of daily commodities. As a
result of disrupted supply chains and increased transportation costs, countries like Bangladesh face challenges in
securing essential goods for their populations at affordable prices [10,64]. The price volatility of daily commaodities




can have a direct impact on the cost of living, leading to increased inflation, decreased purchasing power, and a
potential decline in overall quality of life. Thus, understanding the effects of geopolitical events on daily
commodities and implementing effective strategies to mitigate these impacts is critical for ensuring the well-being
of the population and maintaining economic stability.

e Remittances: Remittances are a vital component of Bangladesh's economy, playing a significant role in poverty
reduction and providing a critical source of income for many households [30]. The Russia-Ukraine conflict may
have far-reaching implications for migration patterns and remittance flows, given that geopolitical conflicts can
affect these factors [33]. Bangladeshi workers in the affected regions may find themselves displaced or unable to
send remittances back to their families, leading to increased economic hardship for households reliant on these
income sources. Moreover, uncertainty in the global economic environment may lead to reduced opportunities for
Bangladeshi workers seeking employment abroad, further impacting remittance flows and exacerbating economic
challenges for families dependent on these funds.

e Foreign direct investment (FDI): The Russia-Ukraine conflict has the potential to significantly influence investor
sentiment and FDI flows, as geopolitical conflicts often lead to increased uncertainty and risk aversion in the global
investment climate [35,36,41]. As Bangladesh seeks to attract foreign investment to spur economic growth and
development, the conflict's destabilizing effects on the global economy may deter potential investors, leading to
reduced FDI inflows. This could have implications for the country's ability to finance critical infrastructure
projects, create jobs, and foster technological innovation [35,42]. Moreover, the conflict may result in a
reallocation of FDI, as investors seek to reduce their exposure to geopolitical risks and shift their focus towards
more stable regions. While this could present opportunities for Bangladesh to attract FDI by positioning itself as a
stable and attractive investment destination, the country may also face increased competition from other emerging
markets seeking to capitalize on this reallocation of investment [23].

The present study demonstrates how the ongoing war between Russia and Ukraine has far-reaching consequences for the
global economy, with countries like Bangladesh being significantly affected by the conflict and the response of the
international community, such as economic sanctions imposed on Russia. The interconnectedness of the global economy
has amplified the impact of the conflict, creating significant challenges for Bangladesh across various sectors, including
trade disruptions, energy prices, daily commodities, remittances, and foreign direct investment(FDI). The conflict has
disrupted global trade, with adverse effects on Bangladesh's export-oriented economy, particularly the ready-made
garment (RMG) sector. The fluctuations in global energy prices have also affected Bangladesh as a significant energy
importer, leading to increased production costs, higher inflation, and potential constraints on public spending. The price
volatility of daily commodities has further impacted the cost of living, reduced purchasing power, and potentially
affecting the overall quality of life. Remittance flows, a vital component of Bangladesh's economy, are also at risk due to
the conflict's potential effects on migration patterns and employment opportunities for Bangladeshi workers abroad.
Furthermore, the uncertain global investment climate resulting from the conflict may lead to reduced FDI inflows,
affecting Bangladesh's ability to finance infrastructure projects, create jobs, and foster technological innovation. Given
the extensive implications of the Russia-Ukraine war on Bangladesh's economy and future prospects, it is crucial for
policymakers, businesses, and other stakeholders to closely monitor developments and implement strategies to mitigate
these impacts. This may involve diversifying trade partners, exploring alternative energy sources, strengthening domestic
production capabilities, and enhancing the attractiveness of Bangladesh as an investment destination. By understanding
the potential consequences of the conflict and adopting a proactive approach, Bangladesh can better navigate the
challenges presented by the Russia-Ukraine war and foster sustainable economic growth in the face of adversity.

Limitations of the study: The limitations of this study include the lack of empirical data, a limited scope of analysis, the
dynamic nature of the conflict, assumptions and simplifications, the influence of external factors, and a lack of
exploration of specific policy responses. Due to the overall nature of the study, a standard article format was not possible
to be followed.

CONCLUSION
In conclusion, the Russia-Ukraine conflict has brought to the forefront the vulnerability of countries like Bangladesh to
geopolitical events that unfold in distant regions. The potential impacts on trade, energy prices, remittances, and foreign
direct investment highlight the need for a comprehensive understanding of how such events can affect the economic
well-being of Bangladesh. With the global economy becoming increasingly interconnected, the effects of the conflict
serve as a stark reminder of the importance of building resilience, diversifying economic sectors, and proactively
managing risks arising from global geopolitical events.

RECOMMENDATIONS
1. Economic Diversification: Bangladesh should actively work towards diversifying its economy by promoting
new industries, investing in research and development, and fostering innovation. This will help to reduce the
country's reliance on specific sectors, such as RMG, and make the economy more resilient to external shocks.



10.

11

12.

13.

14.

Strengthen Domestic Energy Sector: To mitigate the impact of fluctuating global energy prices, Bangladesh
should invest in the development of its domestic energy resources, promote energy efficiency, and explore
renewable energy options. These initiatives will help reduce the country's dependence on imported energy and
provide a more stable energy supply.

Enhance Regional Cooperation: Strengthening regional cooperation, particularly within South Asia, can
provide a buffer against global trade disruptions. Bangladesh should work closely with its neighbors to
facilitate intra- regional trade, establish regional supply chains, and promote economic integration.

Improve Investment Climate: To attract and retain FDI in a competitive global landscape, Bangladesh should
focus on improving its investment climate. This includes enhancing the ease of doing business, ensuring
political stability, and providing a secure legal framework for investors.

Support for Migrant Workers: Bangladesh should continue to support its migrant workers by providing them
with necessary skills, training, and resources to secure stable employment abroad. Additionally, the
government should work with host countries and international organizations to ensure the welfare and safety of
Bangladeshi migrants during times of crisis.

Crisis Preparedness and Response: Policymakers should prioritize the development of comprehensive crisis
preparedness and response strategies, enabling the country to effectively manage and mitigate the adverse
effects of geopolitical events and other external shocks on its economy. This includes having robust
macroeconomic policies, well-coordinated inter-agency response mechanisms, and close collaboration with
international partners.
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