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Abstract 

In the conflict-ridden South Asian region, economic 
cooperation has remained a distant reality as the 
dream of the South Asian regional integration is yet 
to materialize. The formation of SAARC in 1985 was 
also meant to achieve a regional trading bloc with 
an application of David Ricardo’s theory of 
‘Comparative Advantage’. As a result, the ultimate 
objective was free trade in the South Asian region. 
However, this seems unachievable at the SAARC’s 
forum. The economic fragmentation has resulted in 
India’s bilateral and multilateral trade agreements 
within and without the region. Currently, India is 
the only country with numerous and trading 
accords with almost all regional countries except 
Pakistan. In a way, she succeeded in isolating 
Pakistan economically thus further pushing the 
region into conflict and subsequent instability. Will 
this strategy succeed or falter is the question of the 
questions. With the re-election of economic-minded 
PM Modi in power; isolating a nuclear power 
country- Pakistan – will prove counterproductive. 
Moreover, Pakistan may go for checkmate by 
furthering its trade towards east in the region with 
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its own economic maneuvering. This may prove 
detrimental to India’s dream of becoming an 
economic giant and regional power. In this context, 
India-Pakistan’s trade competition needs to be 
examined. India’s bilateral and multilateral 
agreements are a success. A South Asia with free 
trade and ‘comparative advantage’ will be to the 
advantage of both the countries especially India. 
This will contribute to South Asian Regional 
Economic integration- an objective envisaged by 
the SAARC.  
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Introduction  

Economic integration is one important dimension to address the 
security challenges in conflict ridden South Asia. After fighting three 
wars, for both India and Pakistan, it remained a huge security 
challenge to enjoy cordial bilateral relationship. The poor security 
situation owing to the tensions between Pakistan and India has 
affected the prospects of economic integration in the overall South 
Asian region. Most importantly, despite huge potential the 
prospects of bilateral trade kept on diminishing between the two 
neighbours. Trade holds a vital place in the economy of a state. 
International trade is beneficial both in economic and political 
sphere. When a country has trade relations with another country, it 
is less likely to engage in a conflict with that country as the interests 
of both the states are interconnected. Any conflict results in greater 
damage for both the states. However, in some cases political 
conflicts result in a trade deadlock between states. The states avoid 
engaging in trade with each other because of political conflicts. This 


