I friends
of europe

PEACE, SECURITY AND DEFENCE STUDY — MAY 2024

Ukraine:
cost of inaction

What's at stake for our
economiles, politics and
democracies

Authored by Paul Ames
Former AP NATO Correspondent




This report is part of Friends of Europe’s Peace, Security and Defence programme. Written by
Paul Ames, it brings together the views of scholars, policymakers and senior defence and security
stakeholders.

Unless otherwise indicated, this report reflects the writer’s understanding of the views expressed by
the interviewees. The author and the participants contributed in their personal capacities, and their
views do not necessarily reflect those of the institutions they represent, or of Friends of Europe and
its board of trustees, members or partners. Reproduction in whole or in part is permitted, provided
that full credit is given to Friends of Europe and that any such reproduction, whether in whole or in
part, is not sold unless incorporated in other works.

Funded by the European Union. Views and opinions expressed are however those of the author(s)
only and do not necessarily reflect those of the European Union or the granting authority the
European Education and Culture Executive Agency (EACEA). Neither the European Union nor the
granting authority can be held responsible for them.

M8 Co-funded by the
E European Union

Publisher: Geert Cami

Author: Paul Ames

Publication Director: Dharmendra Kanani
Programme Manager: Oleksandra Suprun
Ukraine Policy Officer: Cyril Tregub
Editing: Lauren Beauchamp, Arthur Riffaud
Design: Diogo Lacerda, Dorothée Louis

© Friends of Europe — May 2024



Table of contents

Why is supporting Executive
Ukraine in your 7 summar
interest? Y

11 Foreword

Chapter 1:

Geopolitical consequences

2 1 Ukraine’s fight 3 2 Weakness in Ukraine
for survival puts NATO under threat
41 Deterring the alliance 46 Restoring the
of authoritarianism international order

Success in Ukraine would

. ., . The cost-effective path
energise Russia’s hybrid to defending democracy
war on Western democracy



Chapter 2:

Geoeconomic risks and opportunity

I7 Investing in Ukraine’s 8 The fight to secure
reconstruction Europe’s breadbasket

9 An energy partner for 104 Protecting a defence
the green transition tech powerhouse

The path to

114 ‘ ; d 12 2 Ukraine’s membership
retugee return an offers EU opportunities

demographic recovery

1. 3 () sibtiography



) UKRAINE: COST OF INACTION
What's at stake for our economies, politics and democracy |

Why is supporting
Ukraine in your interest?

It reduces the danger that your country is dragged
into a wider war (p 35)

It heads off the risk of energy shocks, power
shortages and fuel price spikes (p 101)

It limits the impact of defence spending on your tax
bill (p 62)

It will speed Europe’s transition to clean energy
without making it dependent on imported minerals
(p101)

It defends civilians against bombing, oppression,
torture, rape and murder (p 24)

It opens investment opportunities and can kickstart
an economic recovery in Europe and beyond (p 74)

It avoids an unprecedented refugee exodus (p 117)

It bolsters NATO as a guarantee of peace, freedom
and democracy (p 35)
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It will narrow Europe’s tech gap with global
competitors (p 109)

It helps guarantee food supply and insures against
grocery-basket inflation (p 91)

It protects democracy around the world (p 44)
It provides food for the world’s needy and reduces
migratory pressure in Africa, Asia and the Middle

East (p 91)

It counters cyber-crime, sabotage and foreign
interference in your country’s elections (p 55)

It will assist in restoring global stability and
international law (p 49)

It strengthens Europe’s democracy, security
and economy (p 125)
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Executive Summary

The war in Ukraine is the defining event of our times. The
choices governments in the West are making in response will
have profound implications, not just for Ukraine, or Europe,
but for the future of democracy around the world.

We must stand with the Ukrainians. The attack upon them
is illegal, unprovoked and aims to snuff out their aspirations
to live free in democracy. Giving them all the military and
financial assistance that they need to win the war and rebuild
as quickly as we can is morally the right thing to do.

Paul Ames
Former AP NATO
Correspondent

Itis alsoin ourinterests. The West will gain a strong strategic
ally and an economic partner with enormous potential. If we
allow Moscow to prevail, Russia and its authoritarian allies
will spread their influence around the globe. Putin will not
stop at Ukraine. He will seek to advance Russia’s imperial
ambitions. If he succeeds in undermining NATO solidarity,
nowhere in Europe will be safe. In league with its friends in
China, Iran and North Korea, Russia will be emboldened to
further undermine the international order and democracy
everywhere.

For too long, insufficient Western action allowed Putin
to suppose he could pursue his brutal expansionist
campaign with near impunity. In 2008, NATO allies bowed
to Russian pressure in denying Ukraine and Georgia a path
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to membership; four months later, there was no adequate
Western response when Russia marched into Georgia and
seized a fifth of its territory. Limited sanctions after Moscow’s
illegal occupation of Crimea and assault on eastern Ukraine in
2014, surely encouraged Putin’s belief in Western weakness.
Too little was done to deter his full-scale invasion in 2022.
Since then, Putin may have been wrong-footed by the scale
of Western support to Kyiv. Still, only the Baltic states and
Denmark spend over 1% of GDP on military assistance to
Ukraine. The long congressional freeze in US military aid has
left Ukraine’s defenders outgunned and its cities open to
lethal attacks.

This report seeks to examine the perils that could result from
further Western inaction, but also the opportunities that
will arise from Ukrainian success in defeating the invader,
and emerging as a strong, prosperous nation on the path to
European Union membership.

The first section centres on security. It looks at the stakes
for Ukraine as it battles for survival, examines Russia’s
conventional and hybrid threats to NATO and the EU, and
considers the wider geopolitical impacts of the war and
Moscow’s shredding of the international order. The section
concludes by analysing why funding Ukraine is the most cost-
effective way of protecting the West despite the multibillion-
euro bill.
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The second section focuses on economics. We review the
opportunities in Ukraine’s reconstruction plans and the
impact of ongoing reforms to modernise the economy,
digitalise services and clean up corruption. The report
explores the key sectors of energy, agriculture and tech and
highlights the demographic dangers posed by a prolonged
conflict. Lastly, we assess the implications of Ukraine’s
progress toward EU membership.

There are signs public sympathy and solidarity is waning in
Europe and North America amid the rising costs of a war
now in its third year, and at a time when many are struggling
with slow growth and high living costs. Beyond the clear
ethical case for supporting Ukraine, this report accentuates
the advantages for Western societies. Spending on Ukraine
now will save taxpayers from paying more on defence over
the longer term; by keeping Russia at bay, it protects our
democracies without putting Western troops in the line
of fire. Supporting Ukraine is already creating jobs in the
West; investing in reconstruction will generate more wealth.
Integrating Ukraine’s agricultural and energy potential with
the European economy will boost the security of supply and
help cushion consumers from price shocks.

In preparing this report, we held over 20 interviews including
with members of the Ukrainian government and parliament,
experts from state agencies, civil society, business and
the media. We talked to officials at NATO, the European
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Commission, the External Action Service and the European
Bank for Reconstruction and Development, as well as
economic, security and international relations experts from
several NATO and EU countries. Out of courtesy to those
who spoke on condition of anonymity, we do not mention
any names here, but I would like to thank them all. I also
want to thank Jamie Shea, Senior Fellow at Friends of
Europe and former Deputy Assistant Secretary-General
for Emerging Security Challenges at NATO, for his ever-
pertinent suggestions for improvements to the text, and Cyril
Tregub, Oleksandra Suprun and Nakoma Hartwig at Friends
of Europe’s Peace, Security and Defence team for their
invaluable help preparing the report.

As I wrote, there was a shift in the military equation when
Congress finally unfroze the $61bn US military aid package
for Ukraine. If the right equipment and ammunition flow fast
enough, it should allow Kyiv to better protect its citizens and
turn around recent battlefield setbacks. This is, however,
no time for complacency or inaction. Democracies in
Europe, North America and around the world must ensure
the Ukrainians get all the support they need to defend their
freedom and ours.
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Foreword

(A
n' )

Jamie Shea
Senior Fellow for
Peace, Security

& Defence at
Friends of Europe

In the summer of 1938 the British Prime Minister, Neville
Chamberlain, wondered aloud why Londoners were “putting
on gas masks and digging trenches in Hyde Park because of
a quarrel in a faraway country of which we know little”. He
was referring to Czechoslovakia. A year later, Britain was at
war with Nazi Germany and fascist Italy and later with Im-
perial Japan in what became, within five years, the most
destructive conflict in human history. Even in the Europe of
the first half of the 20th century the concept of ‘faraway’ was
elusive; the fate of one country rapidly determined the fate
of all the others on the continent. Those European politicians
who put their faith in appeasement - the hope that making
concessions to dictators would bring lasting peace by sat-
isfying their territorial ambitions - were forced belatedly to
recognise that the opposite was true: when aggression pays,
its perpetrators become more hungry for conquest, not less.
“There but for the grace of God go I” is a common expression
of relief when we feel that we have dodged a bullet. But in
international politics countries do not have miraculous es-
capes when they live next door to hostile authoritarian re-
gimes. Even if war is not inevitable, the strain of perpetual
crisis and the increased costs of providing security and en-
hancing domestic resilience pose a constant challenge for
democratic governments.

We mock Neville Chamberlain today for his naiveté, but at
the time, his pacifist views were shared by broad swaths of
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public opinion both in Britain and continental Europe. No
one wants war and people hope that if their governments do
nothing to provoke the dictators, the latter will turn their at-
tention away from them. We can have peace simply by look-
ing away and staying on the sidelines. Why expose ourselves
to retaliation by getting involved in other people’s historical
disputes and quarrels? So it is with Ukraine today. It is not a
NATO member so the Western allies can conclude that they
have no formal obligation to defend it. Ukraine has the pros-
pect of EU membership and thus of the solidarity and mu-
tual assistance of its fellow Europeans, but this eventuality
still seems very distant. In the immediate, helping Ukraine
to withstand Putin’s aggression is expensive, a diversion of
resources that could be better spent at home. Russia is big-
ger than Ukraine with more soldiers and more weapons. So,
some may believe that it is bound to prevail sooner or later.
Let’s recognise this reality and cut a deal with Putin while we
can to save as much of independent Ukraine as we can - and
save our own skins at the same time. A hallmark of appease-
ment is that it also tries to justify itself by culpablising the
victims rather than the aggressors. Isn’t NATO enlargement,
extending security and stability to 16 democracies in cen-
tral and eastern Europe after the Cold War, responsible for
Putin’s move to build a Russian empire in the former Soviet
space? Isn’t Ukraine responsible for continuing the war by
refusing to give up more than 20% of its territory to a coun-
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try that wants to bring all Russian speaking communities
within its fold? Populists throughout history have espoused
this type of complacent and lazy narrative as if democracies
can best protect themselves by giving in to their enemies.

Yet the view that Ukraine ultimately doesn’t really matter to
us or that helping Ukraine to survive is an act of charity, un-
connected to our fundamental interests as Europeans, is as
dangerous as it is misguided. A Russian victory in Ukraine is
not something that Europe can observe from the sidelines
and then move back to business as usual in the world before
February 2022. Of course that Russian victory would be im-
mediately catastrophic for millions of Ukrainians remaining
in the country or who have fled or will flee abroad with little
prospect of ever returning to their homes. Yet, in the longer
term, it would be no less consequential for the hundreds of
millions of Europeans and even North Americans who have
become used to living in relative comfort and security and,
above all, in freedom within the EU and NATO. They would be
less secure and less prosperous and would soon experience
the consequences of constant Russian interference in their
affairs first-hand. This is exactly what this report sets out to
demonstrate. It is not an exercise in scaremongering but the
most up to date compendium that we have available of the
facts and statistics and the knowledge of leading experts
on the repercussions of a Ukrainian defeat. No assertion is
made that is not backed up by facts and evidence or, at the
minimum, projections that are based on those facts.
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This is true first and foremost of the military domain. Rus-
sia in control of Ukraine will soon have its troops on NATO’s
eastern borders, posing a constant threat to the Baltic states
and Poland but also to Finland and Sweden and the entire
central and eastern European region. Defence budgets will
have to keep on going up and already there are calls (and not
only from Donald Trump) for the NATO target of 2% of GDP
allocated to defence to be increased to 2.5% or even 3% or
more. Unless the European economies grow at much faster
rates, more guns will mean less butter in terms of reduced
budgets for health, education and social welfare. Billions
will have to be spent on ramping up arms production and
restocking arsenals. Living next door to an over-armed Rus-
sia with its military production at maximum levels, a mas-
sive nuclear arsenal and a permanent war footing will not be
pleasant. Many European leaders and Alliance military com-
manders, not known for hyperbole, have warned that NATO
might have to be ready to fight Russia in as little as five years.
Of course, if Russia is forced to leave Ukraine, it will still be
a resentful adversary of the West conducting its usual hybrid
warfare and propaganda campaigns, but its military threat
will be more manageable.

Yet there are many other serious consequences for Europe of
a Russian victory that this report analyses.

For instance in the humanitarian area. Already, over six mil-
lion Ukrainians have fled the country, including thousands
of military-age men that Kyiv is now trying to bring home
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and conscript into the army. This volume of Ukrainian refu-
gees is already putting a strain on the reception capacity of
EU member states and other neighbouring countries. Yet if
Russia captures more sizeable chunks of Ukrainian territory
the outflow of refugees could exceed 20mn, stretching the
EU’s Temporary Protection Mechanism to its limit and over-
whelming the absorption capacity of European countries and
local communities. The more the war drags on in Ukraine,
the more the EU and donor countries will need to divert hu-
manitarian aid to the hundreds of thousands of Ukrainian war
veterans and civilians suffering injuries and mental trauma.
Development assistance in other crisis regions, such as Afri-
ca or the Middle East, will pay the price further entrenching
North-South divides.

Already the World Bank and the European Commission have
assessed reconstruction costs in Ukraine at just under 500bn.
But as every day scores of Russian missiles and drones crash
into Ukraine’s cities and critical energy infrastructure, that
cost is constantly rising. The reconstruction bill will have to
be paid by the Europeans. But a Ukrainian victory returning
the country to its full sovereignty and control over all its ter-
ritory will enable Ukraine to exploit its own economic assets
and natural resources and make it much easier to attract pri-
vate sector investment. An independent Ukraine will be able
to attract international finance and pay more for its own re-
construction than a truncated and failed state requiring per-
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manent life support from its Western neighbours. The same
applies to food and energy security. A rising global popula-
tion and the growing impact of climate change on crop pro-
duction could lead to greater food shortages in future and af-
fect Europe’s own food security. Ukraine is one of the world’s
largest producers of wheat, maize and sunflower seeds. Cer-
tainly there will be challenges incorporating Ukraine’s mas-
sive agricultural sector into the EU’s Common Agriculture
Policy, as recent blockages of Ukrainian food transport into
the EU have demonstrated; but in the longer term, Ukraine’s
membership of the EU will greatly enhance the food securi-
ty of over 500mn Europeans and also allow the EU to send
food aid to countries facing famine in East Africa and else-
where. The alternative of Russia gaining permanent control
of Ukraine’s agriculture would increase Moscow’s capacity to
exploit new dependencies or even blackmail the EU, as it has
done with gas supplies in the past. Energy is another area of
strategic advantage, as even during the war, Kyiv has been
able to export its surplus gas to the EU.

Yet perhaps the biggest concern of all is that a defeat for
Ukraine would also be seen by Putin and his fellow dictators
as a defeat for the West. This a sign of the weakness and di-
visions of the democracies and their incapacity to keep their
oft-repeated promises that they will be with Ukraine “for as
long as it takes” and “not allow Russia to win”. Military force
will have paid off and Russia and other revisionist powers
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across the globe will feel that history is on their side. The
world will become more dangerous and crises more frequent
and severe. The European project, with its promise to extend
peace and prosperity across the continent, would suffer an
enormous blow to its credibility, as would NATO’s promise to
extend membership to countries who are upholding its val-
ues and paying a high cost to defend NATQO’s borders even
from outside the alliance.

These are just a few examples of the impact of a Russian
victory on our security and prosperity which are analysed in
depth in this report. The report’s author, Paul Ames, the for-
mer AP correspondent in Brussels, supported by a team at
Friends of Europe, has done a commendable job of research
and analysis. Together, Paul and my colleagues at Friends
of Europe have looked at all the multiple domains - military,
hybrid warfare, financial, economic, technological, humani-
tarian, and food and energy. The conclusion of the report is
overwhelming: helping Ukraine will be expensive and will
need to be sustained on a much longer term and systematic
basis than what we have witnessed over the past two years
where the aid has been reactive and inconsistent. We have
established multiple red lines on the weapons we are willing
to give Ukraine, only to then change our minds and then send
those weapons (whether F16s, tanks, cruise missiles or long
range artillery) too late and in far too limited quantities. But
all this said the cost to us of a Russian victory will be much
higher. The right course of action morally is also in our secu-
rity and economic self-interest.
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This report is published at a difficult moment for Ukraine.
Running short of weapons and ammunition, the Ukrainian
army had to give way in the Donbas and build a new fortified
line. Emboldened, the Russian army has captured a number
of small villages and is gearing up for a spring offensive of its
own. Moscow has also taken advantage of the shortage of air
defence systems in Ukraine to strike at the country’s ener-
gy grid, ports and industry, making life ever more miserable
for the civilian population and setting Ukraine’s development
back by years. Kyiv also faces the challenge of raising a new
army of half a million soldiers to replace those valiant but
exhausted combatants who have been in the trenches since
February 2022.

Yet to lose some tactical battles is not to lose the war. Rus-
sia has not yet captured a major Ukrainian city. Ukraine has
shown a brave ability to fight back by striking Russian war-
ships in the Black Sea and oil refineries deep inside Russia.
Even diminished, the Ukrainian forces are still able to inflict
disproportionately large losses on the Russian army. The
US Congress has finally passed its massive 61bn assistance
package, and the EU and member states, as well as the UK,
Norway and Canada, have stepped up their aid packages and
weapons deliveries. In short, nothing is inevitable and Rus-
sia can still be defeated-provided the fine words of support
and new financial packages can be translated into shells and
ammunition in the front line within a matter of weeks. This
report, by underlining the issues and choices that are truly at
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stake in Ukraine, should serve as a wake-up call. The situa-
tion can still be salvaged but not indefinitely. We need to act
more decisively and to act now.

It will not be enough for governments to make promises and
decisions. As we approach the European Parliament elec-
tions in June and elections in Europe and across the Atlan-
tic later this year, political leaders need to make the case for
Ukraine to their citizens and vigorously combat ‘Ukraine fa-
tigue’. Given the stakes, this is a luxury that we cannot afford
as the outcome of the Ukraine war will define our future for
decades to come - and whether we return to a cold or even
hot war in Europe or continue to live in a space of freedom,
democracy and open societies. We need our political lead-
ers to be bold and convincing; but this important and timely
report from Friends of Europe will hopefully give them the
facts and arguments - the intellectual ammunition - to make
that case.

daw&a PATN
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Chapter 1:

Geopolitical consequences
of inaction

UKRAINE'S FIGHT FOR SURVIVAL

“Give us weapons and we will fight, because now we
are the only obstacle between you and them,” Maryna
Ovcharenko?, a university student from, Kharkiv, says.

For Ukrainians, the cost of insufficient Western support
could hardly be clearer. In the short term, it means
more death and destruction as their frontline troops
run out of ammunition and their air defence systems
can no longer protect cities and critical infrastructure
from Putin’s missiles and drones.

The much-delayed decision by Washington to unblock
$61bn in military aid, and commitments by European
Allies to send more?, are raising hopes that the
Ukrainians can reverse setbacks over recent months
when they were starved of ammunition. However, with-
out adequate international support, delivered promptly
and guaranteed over time, Ukrainian bravery may no
longer be enough, and the defenders will risk being
worn down by the sheer weight of Russian manpower
and munitions. Russia’s stated war aims fluctuate, but
at the very least Putin aims to annex vast swathes? of
Ukrainian territory in the east and along the Black Sea
coast.


https://www.gov.uk/government/news/pm-to-announce-largest-ever-military-aid-package-to-ukraine-on-visit-to-poland
https://rusi.org/explore-our-research/publications/commentary/russian-military-objectives-and-capacity-ukraine-through-2024
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Maybe he will leave a Belarus-style
rump Ukrainian state in the west,
with puppet government and sham
democracy.

The human consequences of such an
outcome would be horrifying. Suppose
lack of support for Ukraine allows them
to roll forward again. In that case,
Russian troops can be expected to
commit more atrocities in the pattern
of the Bucha* and Izium® massacres,
enjoying impunity to settle scores with
the people who have resisted them for
so long. Millions of Ukrainians would
flee to the West. Those left behind will
face similar treatment to that inflicted
on people in territories already occu-
pied by Russia. Instead of the vibrant
democracy that blossomed following
the Euromaidan uprising of 2014,
Ukrainians would be forced to anoint
Putin and his collaborators with replays
of the farcical elections Russia held in
March. Ukrainian patriots, democrats
and other dissidents would face the
arbitrary imprisonment or judicial mur-
der inflicted on regime opponents in

Russia. More children will be dragged
from their families to be ‘russified’
as Ukrainian culture is eradicated to
fulfil Putin’s vision of Russians and
Ukrainians as ‘one people.’

“We are fighting not just for territories,
but first and foremost for people who
are living in those territories [...] it is
human. We have no moral right to
leave those people alone and tortured
under Russian occupation. That is not
peace,” Oleksandra Matviichuk, head
of Ukraine’s Centre for Civil Liberties,
Nobel Peace Prize Laureate and
Friends of Europe European Young
Leader (EYL40), told a recent EYL40
event. “This is not just a war between
two states. This is a war between two
systems, between authoritarianism
and democracy.”

Ukraine is fighting for its survival as
a sovereign, independent nation, but
the Ukrainians’ struggle goes beyond
the defence of their flag, territory,
unique culture and 1,000-year history.
They are fighting for a way of life: the
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democratic, European way of life where
human rights and the rule of law are re-
spected. They are fighting for a country
where the press is not stifled, where
opposition leaders are not murdered
in Arctic gulags, where their country’s
riches are no longer controlled by a
coterie of government stooges.

As the second anniversary approached,
the United Nations® confirmed 10,582
slain Ukrainian civilians since Russia
launched its full-scale invasion in
February 2022. That includes 587
children. It acknowledged ‘actual num-
bers are likely significantly higher’. The
deaths of an additional 3,106 civilians
were recorded by the UN? in the eight
years of fighting in Donbas prior to
the full-scale invasion. Ukraine rarely
publishes military casualty figures,
but in February, President Volodymyr
Zelensky revealed that 31,000 had
been killed.*°

The ongoing harm to Ukraine’s in-
frastructure, economy and cultural
heritage is also immense. Over
167,000 homes have been destroyed,
along with 384 hospitals and 3,500
education centres from preschools to
universities, according to a study by the
Kviv School of Economics. It estimated
the cost of rebuilding at $151.2 bn. The
war led to a contraction of almost 30%

of the economy in 2022, although it
bounced back with 5% growth last
year.'t

The killing and destruction continues
unabated as Western delays have held
up the supply of air defence equip-
ment, and Russia intensifies attacks,
particularly on southern and eastern
cities in preparation for a renewed
ground offensive. “Cities like Kharkiv
and Zaporizhizha are getting devastat-
ed. Russia is trying to do to them what
they did with Aleppo,” says Olexander
Scherba, Ambassador-at-Large in the
Ukrainian Foreign Ministry. Bombing by
Russia and its allies destroyed 33,500
buildings in Aleppo, a UNESCO World
Heritage city, during the Syrian Civil
War?2, Infrastructure has also been rav-
aged, including Trypillia Thermal Power
Plant, near Kyiv, which was completely
destroyed in an 11 April missile attack.

In the two months following publica-
tion of the UN casualty report, over
225 civilians were added to Ukraine’s
fatality list*®. They include Anna
Haidarzhy and her four-month-old son
Tymofii, killed as they slept side-by-
side when a Russian drone slammed
into their Odesa apartment block; the
three Kravets children — nine-year-old
Sergiy, Zlata aged eight and Lisa, sev-
en-months — all slain along with their


https://panamapapers.sueddeutsche.de/articles/56fec05fa1bb8d3c3495adf8/
https://panamapapers.sueddeutsche.de/articles/56fec05fa1bb8d3c3495adf8/
https://www.ohchr.org/sites/default/files/2024-02/two-year-update-protection-civilians-impact-hostilities-civilians-24.pdf
https://ukraine.un.org/sites/default/files/2022-02/Conflict-related%20civilian%20casualties%20as%20of%2031%20December%202021%20%28rev%2027%20January%202022%29%20corr%20EN_0.pdf
https://www.youtube.com/watch?v=SEEa1Evlyno
https://www.youtube.com/watch?v=SEEa1Evlyno
https://acleddata.com/2024/04/18/ukraine-conflict-update-30-march-5-april-2024/
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soldier parents in the same attack;
Anzhela Chuvpylo, struck down by
shrapnel while strolling with her grand-
daughter when a missile killed five in
a residential area of Kryvyi Rih45, “]
live every day in horror of losing my
children,” Olha Tsaruk, a middle school
teacher from the Poltava region, said
at the launch of Friends of Europe’s
Ukraine Initiative in February. “I ap-
peal to ordinary Europeans, not only to
politicians [...] Please give us a chance
to live in our land. Today us, tomorrow
you.”16

Such tragedies are a cost of inaction.
The longer Western powers dither over
sending Ukraine the weapons it needs
to end the war, the more civilians will
be exposed to such attacks. “Every
day of indecision, of lack of clarity
leads to loss of lives of Ukrainians,”
Olha Stefanishyna, Ukraine’s deputy
prime minister for European and Euro-
Atlantic integration, said in March.
“Ukraine’s resilience should not be
taken for granted.”?’

Rates of death and destruction have
increased as Russia’s increasingly
militarised industry is able to crank up
missile production and its friends in
Iran and North Korea maintain their
supplies of missiles and drones. In
January, Ukraine’s Deputy Chief of

Defence Intelligence, Vadym Skibitskyi,
said Russia was able to produce up to
130 strategic missiles per month, de-
spite technical and component supply
issues?®. That’s up significantly on esti-
mates from early 2023. Skibitskyi also
told the RBC Ukraine news site that
Russia is now able to produce 330-
350 Iranian-designed Shahed attack
drones, as well as importing them from
Teheran.

There is also growing evidence of
Russia’s widespread use of North
Korean missiles to pound Ukrainian
cities.??

Ukrainian air defences have managed
to limit the destructive impact of such
aerial assaults, but their effectiveness
has been downgraded as US military
aid was held up in Congress. The
Ukrainian’s success rate in shooting
down Shahed drones was about 90%
but reportedly fell by a third in the
early weeks of 2024. That was partly
put down to changes in Russian tac-
tics and modifications that increased
speed and ability to avoid detection,
but military experts warn the depletion
of air defences due to Western delays
could drive the overall interception rate
down to as low as 20%.2° “We need
more air defence capabilities from
our partners,” Zelensky wrote after a


https://www.pravda.com.ua/eng/news/2024/03/13/7446326/
https://www.friendsofeurope.org/events/heartfelt-narratives-strengthening-support-for-ukraine/
https://www.washingtonpost.com/national-security/2024/03/15/ukraine-no-us-aid/
https://newsukraine.rbc.ua/interview/russians-motivated-to-fight-for-money-1000-1705323575.html
https://kyivindependent.com/prosecutors-office-russia-launched-around-50-north-korean-missiles-at-ukraine/
file:///Users/paulames%201/Documents/Friends%20of%20Europe/Ukraine%202024/Security%20chapter/Информационное%20агентство
https://www.washingtonpost.com/national-security/2024/03/15/ukraine-no-us-aid/
https://twitter.com/ZelenskyyUa/status/1763826696845701207
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deadly raid on Odesa. “The Ukrainian
air shield must be strengthened to
effectively protect our people.”??

By mid-April, the message final-
ly seemed to be getting through.
Germany has agreed to send another
Patriot anti-missile system, bringing
its total to three and, as we went to
press, there were signs a number of
other Allies would follow.??

Beside the attacks on cities, lack of
support inaction is costing Ukraine on
the frontlines. Ammunition shortages
forced Ukrainian forces to retreat from
the stronghold of Avdiivka in February
after months of fighting. In mid-April,
the Russians were concentrating their
forces on Chasiv Yar, another strategic
bastion in the eastern Donetsk region,
where outgunned Ukrainian forces
were clinging on. “I'm afraid Chasiv Yar
will turn into next Bakhmut,” cautions
Jonas Ohman, Swedish founder of
the Blue/Yellow NGO which provides
support for Ukraine’s military, in a
reference to another Donetsk town
which fell after a prolonged battle last
year. “That would be politically a big
defeat.”??

Kyiv’s Euromaidan protesters in 2014
successfully fought with paving stones
and home-made clubs against the

automatic weapons of the pro-Putin
regime’s special police but, despite
their resolution and ingenuity, even
Ukrainians cannot hold off the world’s
fourth-largest army indefinitely without
bullets and shells. “We have way less
ammunition to fight with. A friend on
the frontline tells me they have now
as many artillery shells in a month, as
they once had in a day,” says Scherba.
“It shows every day: Russians move
forward 400 metres here, 100 metres
there. The second thing is the impact
on the spirit. This war is all about spirit
... to see America take time-out right
at the highest point in the war: it was
extremely discouraging, both for civil
society and for the army, plus it was ex-
tremely encouraging for the Russians.
They have the feeling they can break
both Ukraine and the West.”2

The latest aid from the United States
and Europe may arrive just in time.
“The Ukrainians are at a tough moment
on the battlefield right now. They are
not running out of courage or tenacity,
they are running out of ammunition
and we’re running out of time to help
them,” CIA Director William Burns said
just before Congress voted through the
$61bn package. “With the boost that
would come from military assistance
both practically and psychologically,
the Ukrainians are entirely capable


https://www.ekathimerini.com/news/1237022/greece-and-spain-under-pressure-to-provide-ukraine-with-air-defense-systems-ft-reports/
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through 2024 of puncturing Putin’s
arrogant view that time is on his side.
Without (the) assistance the picture is
a lot more dire,” Burns told a forum at
the George W. Bush Center in Dallas.
“There is a very real risk that the
Ukrainians could lose on the battlefield
by the end of 2024, or at least put Putin
in a position where he could essen-
tially dictate the terms of a political
settlement.”?s

As Allies line up to provide more assis-
tance, better co-ordination is needed
to maximise effectiveness, cautions
Ohman. “Support from the West is
slow and it’s very ineffective,” he
complained. “We had a situation with
one unit where they got ammunition
of five or six different types, different
manufacturers. You can’t really use
that in a battle situation, because you
have to recalibrate. It’s a little chaotic.”

During the US aid freeze and darkening
military situation in early 2024, grow-
ing Western doubts about an eventual
Ukrainian victory generated calls for
Kyiv to accept a negotiated end on
Russia’s terms to avoid further suffer-
ing. Pope Francis outraged Ukrainians
in March by suggesting they should
show ‘the courage of the white flag’
and negotiate.?¢

In response to such arguments, it’s
worth recalling Russia’s stated war
aims and their likely consequences
for Ukraine’s people. Putin has said
the provinces of Donetsk, Kherson,
Luhansk and Zaporizhzhia, which his
forces partially occupied, must be
part of Russia “forever”. This “will not
be discussed,” he said in a Kremlin
speech.?’” He sees Crimea in the same
way. Russia is also likely to lay claim
to other regions, including Ukraine’s
second city Kharkiv, and Odesa on
the Black Sea. Putin has repeatedly
insisted Odesa is a Russian city. Dmitry
Medvedev, former Russian president
and current Deputy Chairman of the
Russian Security Council, demands
the “unconditional surrender” and
complete annexation of Ukraine, 28
presumably in line with Putin’s asser-
tion “that true sovereignty of Ukraine

is possible only in partnership with
Russia”. Even if a rump Ukraine sur-
vives, Russia will severally restrict its
sovereignty, insisting on ‘demilitari-
sation” and ‘denazification’ - Kremlin
codewords for denying Ukrainian
self-determination and establishing a
puppet regime, as well as excluding
NATO and EU membership. “I don’t
think a ceasefire agreement is feasi-
ble,” says Andreas Umland, Kyiv-based
analyst with the Swedish Institute of
International Affairs. “It’s not clear


https://www.rsi.ch/info/mondo/L’intervista-RSI-al-Papa-repliche-
http://en.kremlin.ru/events/president/news/69465
http://en.kremlin.ru/events/president/news/69465
https://t.me/medvedev_telegram/464
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what Russia would negotiate. They
would say: ‘you can capitulate’ as
Medvedev has proposed [...] It’s not
just that they want some territory, they
don’t want Ukraine to exist.”?®

Westerners seeking appeasement with
Putin, should be aware that Russian
success in Ukraine would likely trig-
ger Europe’s biggest refugee exodus
since the Second World War. For
Ukrainians left behind, the dire fate of
those already trapped under Russian
occupation in Crimea and other parts of
southern and eastern Ukraine provides
a grim indication what would lie ahead.
“The Russian Federation has created
a stifling climate of fear in occupied
areas of Ukraine, committing wide-
spread violations of international hu-
manitarian and human rights law in an
effort to consolidate its control over the
population,” says the UN Office of the
High Commissioner for Human Rights,
which issued a wide-ranging report
in March. “From the onset, Russian
armed forces, acting with generalised
impunity, committed widespread
violations, including arbitrary deten-
tion of civilians, often accompanied
by torture and ill-treatment, in some
cases amounting to enforced disap-
pearances. While Russian armed forces
initially targeted individuals perceived
as posing a security threat, over time a
wider net was cast broadly to include

any person perceived to oppose the
occupation.”3°

Human rights defenders report a litany
of abuse, including torture and sexual
violence. “Torture used by Russian au-
thorities in Ukraine and in the Russian
Federation has been widespread and
systematic,” says another UN report,
which details abuse in horrific detail3*.
Ukraine’s Centre for Civil Liberties has
estimated at least 7,000 civilians are
unlawfully detained in the occupied
territories. Over 91% of those who
escape Russian detention ‘claimed
that they had been subjected to tor-
ture, ill-treatment and sexualised vio-
lence’2. Ukrainian-language teaching
and promotion of Ukrainian culture is
suppressed in an effort to wipe out na-
tional identity. Citizens in occupied ter-
ritories are forced to apply for Russian
passports33. Tens of thousands have
been arbitrarily picked up through a,
frequently abusive, ‘filtration’ process
targeting Ukrainian patriots. “Those
who do not pass filtration are typically
transferred to formal detention cen-
tres or prisons in Russian-controlled
territory of Ukraine or to the Russian
Federation, where they may be de-
tained for prolonged periods, and in
some cases ‘simply disappear’ or are
presumed killed,” says a report from
the American Bar Association and its
Ukrainian and free-Russian partners.3*


https://www.ohchr.org/en/press-releases/2024/03/un-report-details-climate-fear-occupied-areas-ukraine-russian-federation
https://www.ohchr.org/sites/default/files/documents/hrbodies/hrcouncil/coiukraine/a-hrc-55-66-aev.pdf
https://ccl.org.ua/wp-content/uploads/2024/03/a-strategy-for-the-release-of-civilians.pdf
https://freedomhouse.org/sites/default/files/2020-02/CrimeaReport_FINAL.pdf
https://drive.google.com/file/d/1tO2CW5NuVNZbdOfd-xXISD0r2R8dKJl8/view
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The mainly-Muslim Crimea Tartar
community has faced particular re-
pression along with members of other
religious groups outside the Kremlin-
aligned Russian Orthodox Church?® %,
Journalists and civil society are muz-
zled. Ukrainians are forcibly recruited
into the Russian armed forces and
often used as cannon fodder in at-
tacks against their compatriots. “They
do a lot of forceful conscription in the
territories that have been occupied in
eastern Ukraine,” says Olga Rudenko,
Editor-in-Chief of the Kyiv Independent
and European Young Leader (EYL40).
“People sit in their apartments and try
not to show up on the streets because
they can be forcefully conscripted off
the street.” Adding to the terror are
criminal gangs who are reported to
act in collaboration with the Russian
authorities. “Crime is just huge. You
have gangs roaming the streets, raping
people, kidnapping [...] this is what they
observe every day,” says Anastasiya
Shapochkina, President and Founder of
the Eastern Circles geoeconomics think
tank. “Gangs are absolutely unleashed
all over Donbas.”?”

Perhaps the most sinister abuse is the
abduction of thousands of Ukrainian
children. Ukrainian officials have iden-
tified 19,565 youngsters, who have
been deported to Russia or forcibly
displaced within Russian-occupied

areas of Ukraine®®. They estimate the
real number may be over ten times
higher. The youngsters are often sent
to camps where they are subjected to
‘russification’ in an attempt to eradi-
cate their Ukrainian culture. Many are
given Russian citizenship and placed
in Russian foster homes. Frequently
the children have been identified in
the “filtration camps’ where Ukrainians
are registered and interrogated®’. The
echoes could hardly be more sinister.
It is an almost “Nazi-like idea of ethnic
purity that they need to be educated
as Russians”, Celeste Wallander, US
Assistant Secretary of Defence for
International Security Affairs said in
February. “It is just astonishing to think
that a Europe, which faced the horror of
such a leadership doing that to popula-
tions in the 1940s, is now confronted
with another leadership that is doing
that [...] in the 2020s.74°

The International Criminal Court,
in March 2023, issued arrest war-
rants for Putin and his ‘Children’s
Commissioner’ Maria Lvova-Belova
for masterminding the scheme. “They
are trying to erase our future by
abducting our children,” says Darya
Herasymchuk, Ukraine’s Presidential
Commissioner for Children’s Rights and
Rehabilitation. She characterises the
mass abductions as genocide.*


https://ukraine.un.org/sites/default/files/2024-02/2024-02-28-OHCHR-Ten-Years-Occupation-Crimea.pdf
https://ukraine.un.org/sites/default/files/2024-02/2024-02-28-OHCHR-Ten-Years-Occupation-Crimea.pdf
https://kyivindependent.com/faith-under-fire-russias-war-on-religion-in-ukraines-occupied-territories/
https://kyivindependent.com/faith-under-fire-russias-war-on-religion-in-ukraines-occupied-territories/
https://childrenofwar.gov.ua/en/
https://hub.conflictobservatory.org/portal/sharing/rest/content/items/97f919ccfe524d31a241b53ca44076b8/data
https://hub.conflictobservatory.org/portal/sharing/rest/content/items/97f919ccfe524d31a241b53ca44076b8/data
https://www.defense.gov/News/News-Stories/Article/Article/3671938/dod-official-restates-why-supporting-ukraine-is-in-us-interest/
https://www.youtube.com/watch?v=kxfQBRFiZxY
https://www.youtube.com/watch?v=kxfQBRFiZxY
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All this is hardly an incentive to rise the white flag and accept
negotiations on Russia’s terms. Ukrainians will continue to
fight for as long as they are able. “Unfortunately, in our history
we already had experience of life under Russia, it was a dark
time in our history. We would have repression and terror,”
says Yehor Cherniev, Deputy Chairman of the Committee
on National Security, Defence and Intelligence in Ukraine’s
Parliament. “We will be forced to survive as a nation. This is
an existential war for us.”42

Western action is crucial to help Ukraine liberate its occupied
territories, defeat the invader and fulfil its aspirations for a
democratic, European future. With the right level of interna-
tional support, Ukraine can achieve an outcome that protects
that future, ensuring it emerges as a strong, independent
partner for the West and an example for democracies around
the world.


https://visao.pt/atualidade/mundo/2023-11-28-os-portugueses-viveriam-bem-como-parte-do-imperio-russo-programa-debate-anexacao-de-portugal-pela-russia/
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WEAKNESS IN UKRAINE WILL PUT NATO
UNDER THREAT

“The defeat of Russia is indispensable to security and stability in
Europe,” Emmanuel Macron, February 2024 43

In 2016, Vladimir Putin corrected a nervous-looking schoolboy
who’d told him Russia’s border ends at the Bering Strait. “Russia’s
borders do not end anywhere,” Putin sniggered. “That was a joke,”
the Russia leader quickly clarified*4. Eight years later, Russian au-
thorities took it seriously enough to plaster the phrase on billboards
in Moscow and elsewhere, including one at a border crossing with
Estonia. 454¢

The West is waking up to the realisation that Putin’s expansion-
ist ambitions won’t stop in Ukraine. “I believe that he is serious
about that,” Penny Pritzker, Special Representative For Ukraine’s
Economic Recovery at the US State Dept. recently said of Putin’s
limitless-Russia boast. “Putin’s war is about reconstituting a dic-
tatorial, corrupt empire that seeks to undermine NATO, destabilise
peace in Europe and upend the international order [...] If we do not
stop Putin in Ukraine, we will be inviting more violence and chaos
across Europe.”#’


https://www.bfmtv.com/international/asie/russie/emmanuel-macron-la-defaite-de-la-russie-est-indispensable-a-la-securite-et-a-la-stabilite-en-europe_VN-202402261035.html
https://www.bbc.com/news/av/world-europe-38099842
https://twitter.com/BBCSteveR/status/1746784252312891463?lang=en
https://twitter.com/khodorkovsky_en/status/1564160135441928192
https://twitter.com/Gerashchenko_en/status/1731225845757259804?ref_src=twsrc%5Etfw%7Ctwcamp%5Etweetembed%7Ctwterm%5E1731225845757259804%7Ctwgr%5E3b5a5e566132c103c16e592e5ae219482da8316b%7Ctwcon%5Es1_&ref_url=https%3A%2F%2Fwww.novinky.cz%2Fclanek%2Fzahranicni-evropa-ruske-hranice-nikde-nekonci-kreml-postavil-provokativni-billboard-u-hranic-s-estonskem-40453223
https://twitter.com/Gerashchenko_en/status/1731225845757259804?ref_src=twsrc%5Etfw%7Ctwcamp%5Etweetembed%7Ctwterm%5E1731225845757259804%7Ctwgr%5E3b5a5e566132c103c16e592e5ae219482da8316b%7Ctwcon%5Es1_&ref_url=https%3A%2F%2Fwww.novinky.cz%2Fclanek%2Fzahranicni-evropa-ruske-hranice-nikde-nekonci-kreml-postavil-provokativni-billboard-u-hranic-s-estonskem-40453223
https://www.state.gov/special-representative-pritzkers-remarks-on-ukraines-economic-recovery/
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Putin maintains an element of am-
biguity about his intentions towards
NATO: full of bravado over his nuclear
potency and ability to despatch threat-
ening forces to Western borders, while
repeating his standard ‘we-have-no-
intention-of-seeking-conflict’” assur-
ances that were so common just before
he marched into Ukraine.

His cronies have no such restraint.
Among the most active is former
president Dmitry Medvedev. His more
recent outbursts include a vitriolic
article threatening the statehood of
Poland as Russia’s ‘historic enemy’ and
a social-media post showing a Soviet-
era mass execution that threatened
‘retribution” against the ‘president
of non-existent Latvia.”*® 4° Another
Kremlin mouthpiece, Vladimir Solovyov
uses his primetime TV show to menace
NATO nations with nuclear destruction.
He has suggested that London be
“turned to dust”, threatened to “de-
stroy” Poland and warned Russia will
hoist a “victory banner”over the ashes
of Berlin.>05t

Such crowing was once laughed off as
bragging. Old NATO hands dismissed
warnings from newer eastern allies
and refused to believe Russia would
risk a serious confrontation. That has
changed. As Russia’s military built
momentum in Ukraine at the start of

2024, warnings of Moscow’s wider
threat have been coming thick and
fast from political leaders, intelligence
agencies and military commanders.

“Russia’s capacity to produce military
equipment has increased tremen-
dously,” Danish Defence Minister
Troels Lund Poulsen told the daily
Jyllands-Posten. “It cannot be ruled
out that within a three to five year pe-
riod, Russia will test Art. 5 and NATO’s
solidarity. That was not NATO’s assess-
ment in 2023. This is new knowledge
that is coming to the fore now.”? His
German counterpart, Boris Pistorius,
warned, “We have to take into account
that Vladimir Putin might even attack
a NATO country.”®® A Russian attack
is not likely immediately, Pistorious
said in a Tagesspiegel interview but,
“our experts expect a period of five-
to-eight years in which this could be
possible.”’* Adm. Rob Bauer, head
of NATO’s Military Committee, has
repeatedly stressed the need for the
alliance to be prepared for war. “We
have to realise it’s not a given that we
are in peace. That’s why we have the
plans and that’s why we are preparing
for a conflict with Russia [...] if they
attack us,” he told a Brussels news
conference.®®

Perhaps the most radical reassess-
ment of the Russian threat comes from


https://rg.ru/2023/11/02/rossiia-i-polsha-zametki-k-4-noiabria.html
https://twitter.com/MedvedevRussiaE/status/1768702539006939582
https://www.dailymail.co.uk/news/article-11762227/London-turned-dust-Putins-TV-propagandist-rants-Ukraine-using-British-missiles.html
https://www.fr.de/politik/kiew-russland-staatsfernsehen-putin-wladimir-solowjow-ukraine-krieg-moskau-zr-92678826.html
https://jyllands-posten.dk/politik/ECE16831303/ny-viden-faar-forsvarsministeren-til-at-advare-om-at-nato-risikerer-russisk-angreb/
https://www.tagesspiegel.de/politik/boris-pistorius-uber-die-kriegsgefahr-ich-will-unsere-gesellschaft-wachrutteln-11070250.html
https://www.tagesspiegel.de/politik/boris-pistorius-uber-die-kriegsgefahr-ich-will-unsere-gesellschaft-wachrutteln-11070250.html
https://www.nato.int/cps/en/natohq/opinions_221779.htm?selectedLocale=en
https://www.nato.int/cps/en/natohq/opinions_221779.htm?selectedLocale=en
https://www.nato.int/cps/en/natohq/opinions_221779.htm?selectedLocale=en

34 UKRAINE: COST OF INACTION

Chapter 1: Geopolitical consequences of inaction | MAY 2024

"Ipaunyel | occuu HUrge
He 3aKaHy4w 3aloTea"

s NyTas 0 4¢ TIOCeMmuE Pocess, 2023 rey

X, Steve Rosenberg - Billboard in Moscow ‘Russia’s borders do not end anywhere’

French President Emmanuel Macron.
He drew criticism for this persistence in
keeping open channels of communica-
tion with Putin as the invasion got un-
derway in 2022 but has lately emerged
as one of Europe’s most hawkish lead-
ers. “If Russia were to win, the lives of
French people would change,” Macron
said in an interview with two leading TV
channels. “We would no longer have
security in Europe.” Macron has be-
come an outlier among NATO leaders
by refusing to rule out sending troops
to Ukraine. He says setting limits to
Western support means “opting for
defeat”.5®

Experts agree a Russian victory in
Ukraine will significantly raise the

threat level to NATO. Occupying
Ukraine’s territory would see pumped
up, battle-hardened Russian armies
pushing into the heart of central
Europe. Moscow would gain a grip on
Ukraine’s formidable military, technical
and industrial resources. Putin would
enjoy revived domestic justification for
keeping the economy on a war footing,
churning out weapons and drafting
more soldiers for his reinvigorated
military. If NATO remains united under
its Art. 5 commitment to treat an attack
on one member as an attack on all, it
might deter further Russian adventur-
ism. Still, Putin’s reconstituted forces
would be ready to exploit any fractures
and vulnerabilities that a Ukrainian de-
feat would open or aggravate. “What is


https://it.ambafrance.org/Extraits-de-l-interview-du-President-de-la-Republique-au-20h-de-TF1-et-France-2
https://it.ambafrance.org/Extraits-de-l-interview-du-President-de-la-Republique-au-20h-de-TF1-et-France-2
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most worrying now is that any scenario
is possible. We have not had a situation
like this since 1945. I know it sounds
devastating, especially to people of the
younger generation, but we have to get
used to a new era mentally. We are in
a pre-war era. I don’t exaggerate,”
Polish Prime Minister Donald Tusk told
European newspapers in April. “The
next two years will decide everything.
If we cannot support Ukraine with
enough equipment and ammunition, if
Ukraine loses, no one in Europe will be
able to feel safe.”®”

Defeat for Kyiv would force NATO
to spread its forces thinly as they
face off against Russians deployed
along Ukraine’s borders with Poland,
Romania, Slovakia and Hungary. That
will leave the alliance’s most exposed
members in the Baltic looking more
vulnerable. Russia’s first steps would
likely be to mop up countries not
covered by NATQ’s protective um-
brella - Moldova and Georgia have
long been in its sights.®® At the same
time, expect sustained disinformation
and destabilisation campaigns to sow
divisions among allies and within their
societies. Cyber-attacks and political
interference would be stepped up, the
flood of Ukrainian refugees would be
weaponised. Russia would likely seek
to whip up unrest among Russian mi-
norities, in the Baltics. To test NATO
resolve, it could launch limited military

operations targeting sensitive spots
such as the Suwalki corridor, where
Lithuania and Poland separate Belarus
from Russia’s Kaliningrad enclave

“The risks of a Russian attack against
NATO in the near future would rise
dramatically if the US allows Russia
to defeat Ukraine now, and the chal-
lenge of defending the Baltic states, in
particular could become almost insur-
mountable. These long-term risks and
costs far outweigh the short-term price
of resuming assistance to Ukraine,
according to an analysis published
in April by Washington’s Institute for
the Study of War. “A victorious Russia
that succeeds in its aim of destroying
Ukraine entirely [...] will pose a major
conventional military threat to NATO
in a relatively short period. It will be
much harder to deter future Russian
aggression and both more difficult and
far more costly to defeat it if deterrence
fails.”®?

Mounting European concern over
Putin’s expansionist intentions has
coincided with doubts over American
commitment to Europe’s defence. That
is fuelled by the prospect of a Donald
Trump re-election in November. Trump
has said he’d encourage Russia to “do
what the hell you like” to “delinquent”
European allies who do not contrib-
ute sufficiently to defence®. The
Republican candidate subsequently


https://english.elpais.com/international/2024-03-29/donald-tusk-we-are-in-a-pre-war-era-i-dont-exaggerate.html
https://english.elpais.com/international/2024-03-29/donald-tusk-we-are-in-a-pre-war-era-i-dont-exaggerate.html
https://www.theguardian.com/world/2024/feb/29/transnistria-moldova-breakaway-region-russia-protection-appeal
https://eurydice.eacea.ec.europa.eu/national-education-systems/latvia/population-demographic-situation-languages-and-religions
https://eurydice.eacea.ec.europa.eu/national-education-systems/latvia/population-demographic-situation-languages-and-religions
https://understandingwar.org/backgrounder/america’s-stark-choice-ukraine-and-cost-letting-russia-win
https://understandingwar.org/backgrounder/america’s-stark-choice-ukraine-and-cost-letting-russia-win
https://abcnews.go.com/Politics/trump-russia-nato-defense-funds/story?id=107136736
https://abcnews.go.com/Politics/trump-russia-nato-defense-funds/story?id=107136736
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clarified those threats were a “nego-
tiation”tactic to get Europeans to pay
more. If re-elected, Trump said in a
British TV interview, he would “100%”
keep America in NATO, just so long
as allies “play fair”¢t, Congressional
Republicans about-turn to approve
the $61bn Ukraine aid package will
also go some way to alleviate Allied
concerns. However, Europeans worry
over growing isolationist and pro-Pu-
tin tendencies in American politics.
Political threats to NATO unity are not
limited to the United States. Marine Le
Pen, whose National Rally party tops
polls in France, has said she would pull
out of NATO’s integrated command and
seek a “strategic rapprochement” with
Russia.®? Investigators are digging into
Russian and Chinese connections with
the Alternative for Germany (AfD) party
which, polls suggest, will also do well in
June’s European Parliament elections.
Governments in Hungary and Slovakia
regularly adopt Kremlin-friendly posi-
tions. Turkey has expanded economic
ties with Russia as other allies imposed
sanctions. A resurgent Russia will ex-
ploit such cracks in alliance unity if it
emerges successfully from Ukraine.®®

Meanwhile, despite the mauling it
has received from Ukrainian forces,
military experts believe Russia will
need less than a decade to rebuild
its armed forces sufficiently for them
to pose a conventional threat to the
rest of Europe. “Russia can train about

280,000 recruits per year. In six years,
this adds up to nearly 1.7mn and in
ten years to 2.8mn people with military
training. By training in the units that
currently fight in Ukraine, recruits will
benefit from their combat experience.
Experts and intelligence services
estimate that it will take Russia six to
tenyears to rebuild its army to the point
where it could dare to attack NATO.
The clock will start ticking as soon as
intense fighting in Ukraine comes to
a halt. Then Russia can redirect its
current production toward the recon-
stitution of the armed forces,” says a
report from the German Council on
Foreign Relations.®

Those concerns are echoed in an
assessment by Estonia’s Foreign
Intelligence Service which highlighted
reforms launched by Russian Defence
Minister Sergei Shoigu, which aim to
increase the armed forces to 1.5mn
by 2026, with a heightened focus on
its western flank. Those reforms aim
to learn the lessons of the Ukraine war
and give Russia the power to launch
massed attacks of the kind that have
enabled them to overwhelm Ukrainian
positions in Donbas over recent
months.®®

“The success and timeline of Russia’s
military reform will be largely de-
termined by the course of the war
in Ukraine. If Russia manages to
implement the reform, NATO could


https://www.gbnews.com/politics/us/donald-trump-nato-pay-up-usa-took-advantage-latest-news
https://rassemblementnational.fr/documents/projet/projet-la-defense.pdf
https://rassemblementnational.fr/documents/projet/projet-la-defense.pdf
https://www.lemonde.fr/en/international/article/2022/10/24/turkey-has-turned-into-a-trade-platform-between-russia-and-the-west_6001620_4.html
https://www.lemonde.fr/en/international/article/2022/10/24/turkey-has-turned-into-a-trade-platform-between-russia-and-the-west_6001620_4.html
https://dgap.org/en/research/publications/preventing-next-war-edina-iii
https://dgap.org/en/research/publications/preventing-next-war-edina-iii
https://www.valisluureamet.ee/doc/raport/2024-en.pdf
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face a Soviet-style mass army in the
next decade. This army is likely to be
technologically inferior to NATO allies’
defence forces in most areas, except
for electronic warfare and long-range
strike capabilities. However, its military
potential would be significant, owing to
its size, firepower (including artillery
and numerous inexpensive combat
drones), combat experience and re-
serves. Defending against a possible
conventional attack from such an army
would require Allied defence forces
and defence industries to be signifi-
cantly more prepared, capable and
better-stocked with ammunition and
equipment than they currently are,” the
Estonians caution.®

To support its invasion, Russia has
adopted a war economy. In 2024,
military expenses will exceed social
spending for the first time since the
fall of Soviet Union, accounting for
almost 40% of the budget. Experts
believe the arms and ammunition out-
put exceeds Ukraine’s needs, and, by
making so much of industry dependent
on military production, Moscow risks
setting its economy on a perpetual war
footing.67 68

“We are seeing the militarisation
of production. They have put their
economy on the military track. These
almost 3mn shells that they already
can produce in Russia, it’s not only

for Ukraine, it is more than enough
for Ukraine. This is preparation for
the big war,” says Yehor Cherniey,
head of Ukraine’s delegation to the
NATO Parliamentary Assembly and
Deputy Chairman of the Parliamentary
Committee on National Security,
Defence and Intelligence. “That is why
Europe has to be prepared, this a time
to ramp up production [...] Europe has
to revise all the procedures, NATO in
Europe has to become stronger at all
levels.”®”

That message is getting through. After
years of backsliding, European allies
are responding to the increased threat
—and Trump’s harangues — to ramp up
defence spending. This year, two-thirds
of the 32 NATO nations are expected
to meet or exceed the alliance target
for defence spending of at least 2%
of GDP.”° That compares to just three
when Russia invaded Crimea a decade
ago. “In a world that is the most dan-
gerous it has been since the end of the
Cold War we cannot be complacent. As
our adversaries align, we must do more
to defend our country, our interests
and our values,” British Prime Minister
Rishi Sunak said in April announcing
increases to take defence spending
to 2.5% by 2030. “Today is a turning
point for European security,” he added.
“If all NATO countries committed at
least 2.5% of their GDP to defence,
our collective budget would increase


https://www.bofit.fi/en/forecasting/latest-forecast-for-russia/
https://www.bofit.fi/en/forecasting/latest-forecast-for-russia/
https://carnegieendowment.org/politika/90753
https://carnegieendowment.org/politika/90753
https://www.nato.int/cps/en/natohq/topics_49198.htm
https://www.gov.uk/government/news/pm-announces-turning-point-in-european-security-as-uk-set-to-increase-defence-spending-to-25-by-2030
https://www.gov.uk/government/news/pm-announces-turning-point-in-european-security-as-uk-set-to-increase-defence-spending-to-25-by-2030
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Defence expenditure as percentage of GDP
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by more than £140bn (€E163bn).”"*
However, NATO spending is uneven.

Apart from the UK, all the European al-
lies that met the target in 2023 lie east
of Berlin, notably Poland, Finland and
the Baltic states, where the Ukraine war
has aggravated deep-seated concern
over Russian threat.”? “For us this is
an existential matter,” says Aleksandra
Palkova, EU Programme head at the
Latvian Institute of International
Affairs. “The Baltics are on the max-
imum level of preparedness, we are

2019

2020 2021 2022 2023 2024e

esn Defence Exp. Europe @ % NATO Europe

working on our military sector, we are
working on our cyber defence, we are
working on our hybrid welfare [...] we
are doing everything to accelerate our
capabilities.””®

Further from the Russian border, the
urgency seems less pressing. Spain,
Italy and Portugal are among the low-
est contributors to Ukraine’s war chest
and all have defence budgets below
1.5% of GDP. Southerners should
watch more Russian television, where
the goal of extending Moscow’s zone


https://www.nato.int/nato_static_fl2014/assets/pdf/2023/7/pdf/230707-def-exp-2023-en.pdf
https://www.liia.lv/en/home
https://www.liia.lv/en/home
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of influence from Vladivostok to Lisbhon is a popular
theme. During debate shows on Rossiya-1, prominent
propagandist Solovyov has more than once insisted
Lisbon should be Russian. “The Portuguese would
live very well under the Russian empire,” he said in
November.”* Ludicrous as such outpourings may appear,
they come from one of Putin’s trusted cheerleaders, are
given prominence on prime-time media, and feed into
favoured Kremlin narratives of Russia imperial destiny,
military invincibility and ability to end ‘American domi-
nance’ in Europe and beyond.”®

Defeat in Ukraine would permanently burst that bubble.

Giving Kyiv the tools it needs to frustrate Putin’s ex-
pansionist ambitions would underpin NATO unity and
demonstrate the alliance’s resolve to face down any
future threat from Russia, or its authoritarian allies. It
would downgrade Russia’s combat readiness in the
short-term and postpone Kremlin plans to rebuild
forces to menace allies in the years ahead. A success-
ful Ukraine could be quickly integrated into Western
defence structures, as it emerges from a successful war
with the best fighting force in Europe and world-beating
defence tech industries.

Defeat might also generate positive change in Moscow.
“Putin’s collapse is inevitable after Ukraine’s liberation
precisely because the regime doesn’t hold when the
leader loses his legitimacy,” activist Garry Kasparov,
contended in an interview last year with RBC Ukraine.”®
The former World Chess Champion is far from alone
in thinking that Ukraine’s victory can topple the dicta-
torship. “Ukraine’s ultimate victory on the battlefield is
Russia’s best hope for rehabilitation,” writes Pavel K.
Baev, senior researcher at Oslo’s International Peace
Research Institute.””


https://visao.pt/atualidade/mundo/2023-11-28-os-portugueses-viveriam-bem-como-parte-do-imperio-russo-programa-debate-anexacao-de-portugal-pela-russia/
https://visao.pt/atualidade/mundo/2023-11-28-os-portugueses-viveriam-bem-como-parte-do-imperio-russo-programa-debate-anexacao-de-portugal-pela-russia/
https://www.washingtonpost.com/world/2024/04/17/russia-foreign-policy-us-weaken/
https://www.washingtonpost.com/world/2024/04/17/russia-foreign-policy-us-weaken/
https://www.kasparov.com/garry-kasparov-putins-collapse-inevitable-following-the-liberation-of-ukraine-rbc-ukraine-august-17-2023/
https://jamestown.org/program/russias-post-putin-future-becomes-darker/
https://jamestown.org/program/russias-post-putin-future-becomes-darker/
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Defence expenditure as a share of GDP (%)

(based on 2015 prices and exchange rates)
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DETERRING THE ALLIANCE OF
AUTHORITARIANISM

“Ukraine’s survival is Taiwan’s survival. Ukraine’s
success is Taiwan’s success,” Bi-khim Hsiao, Taiwan’s
Vice-President-elect, May 2023. 78

Some US politicians argue standing up to Russian
aggression in Europe is a distraction from the greater
threat posed by China. They say aid for Ukraine would
be better spent in the Pacific. That is not a view shared
by US intelligence and military chiefs, nor US allies in
Asia.

“Russia’s failure to achieve its aggressive actions
directly aids deterrence in the western Pacific and
directly reassures partners,” Adm. Samuel J. Paparo,
the incoming head of the US Indo-Pacific Command,
told the Senate Armed Services Committee_in February.
He agreed with senators who said supporting Ukraine
is central to defending Asia-Pacific peace and congres-
sional approval for the $95bn aid package for Ukraine,
Taiwan and Israel would be “the most decisive thing we
can do at the moment”.”®

Western inaction in Ukraine has global implications.
Russia makes no secret of its desire to shred the ex-
isting world order. It is making common cause with
Iran and North Korea, receiving missiles, drones and
munitions from them to blast Ukrainian troops and
civilians. In return, NATO believes Moscow is sharing
military technology with Tehran and Pyongyang. &°
Russia, China and Iran are increasingly joining in an


https://www.washingtonpost.com/opinions/2023/05/10/taiwan-defense-ukraine-russia-china/
https://www.armed-services.senate.gov/hearings/to-consider-the-nomination-of_admiral-samuel-j-paparo-jr-usn-for-reappointment-to--the-grade-of-admiral-and-to-be--commander-united-states-indo-pacific-command
https://www.nato.int/cps/en/natohq/opinions_224111.htm
https://www.nato.int/cps/en/natohq/opinions_224111.htm
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‘alliance of authoritarian powers’ to
challenge Western democracies, Jens
Stoltenberg, NATO Secretary General
told the BBC. Russian success in
Ukraine would strengthen that author-
itarian alliance. 82

If the US abandons Ukraine, on
the heels of the withdrawal from
Afghanistan in 2021, it would feed
directly into the Russian and Chinese
narrative of Western weakness and
unreliability, encouraging the ene-
mies of democracy everywhere. It
would undermine American global
leadership and tell allies and foes
alike that Washington does not stand
by its friends. “Failing to provide aid
would have sent a message to nations
in Asia and the Middle East that they
could not count on US aid,” Anthony H.
Cordesman, former national security
assistant to Sen. John McCain, wrote
recently. “It is hard to believe that any
current strategic partner or ally would
then fully trust the United States [...]
Ending US aid, or cutting it to ineffec-
tive levels, would be an act of gross
strategic stupidity, effectively snatch
defeat from the jaws of a consider-
able victory, do immense damage to
America’s role as a leader of the free
world, and betray the principles on
which the United States is based.”®?

Taiwanese officials have been partic-
ularly vocal in expressing support for
Ukraine and encouraging the US to
step up aid to Kyiv. In March, outgoing
Foreign Minister Joseph Wu told Der
Spiegel that a Russian victory would
be a huge setback to the free world
and further encourage China to expand
its reach®. The incoming Taiwanese
administration, elected in January,
continue that line. Vice-President-elect
Bi-khim Hsiao, was an active petitioner
for Ukraine’s cause during her time as
Taiwan’s representative in Washington.
“The war in Ukraine has made it clear
to the world how important it is for
democracies to stand shoulder to
shoulder against authoritarian ag-
gression. As more and more countries
are realizing, appeasement is not the
path to peace. Taiwan will continue
its efforts with the United States and
like-minded democracies everywhere
to support Ukraine, so that freedom
and democracy prevail,” she wrote
last year in a Washington Post op-ed®.
Hsiao said support for Ukraine is rele-
vant for Taiwan because it reinforces
the value of deterrence and affirms the
“credibility and reliability” of the US
and its allies.

Noting that “China’s rise and Russia’s
revanchism pose daunting geopolitical
challenges” to the US, CIA Director


https://www.bbc.com/news/uk-politics-68743805
https://www.csis.org/analysis/united-states-aid-ukraine-investment-whose-benefits-greatly-exceed-its-cost
https://www.csis.org/analysis/united-states-aid-ukraine-investment-whose-benefits-greatly-exceed-its-cost
https://taiwantoday.tw/news.php?unit=2&post=249333
https://taiwantoday.tw/news.php?unit=2&post=249333
https://www.washingtonpost.com/opinions/2022/03/24/ukraine-resilience-has-inspired-taiwan/
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William Burns wrote that in January,
Washington and its allies had sent a
powerful message to Beijing by stand-
ing by Ukraine. Walking away would be
“an own goal of historical proportions”
with global consequences. “No one is
watching US support for Ukraine more
closely than Chinese leaders,” Burns
explained in Foreign Affairs ®. “For Xi,
aman inclined to see the United States
as a fading power, American leadership
on Ukraine has surely come as a sur-
prise. The United States’ willingness
to inflict and absorb economic pain
to counter Putin’s aggression—and its
ability to rally its allies to do the same—
powerfully contradicted Beijing’s belief
that America was in terminal decline.
Closer to Chinese shores, the resilience
of the American network of allies and
partners across the Indo-Pacific has
had a sobering effect on Beijing’s think-
ing. One of the surest ways to rekindle
Chinese perceptions of American
fecklessness and stoke Chinese ag-
gressiveness would be to abandon
support for Ukraine. Continued mate-
rial backing for Ukraine doesn’t come
at the expense of Taiwan; it sends an
important message of US resolve that
helps Taiwan.”8¢

Dmytro Zolotukhin, information secu-
rity expert at Black Trident consulting
group and Ukraine’s deputy minister

of information policy from 2017 to
2019, believes Russian success in
Ukraine would weaken US global
leadership and trigger increasingly
aggressive behaviour by China, Iran,
North Korea and other authoritarian
powers. Besides a Chinese attack on
Taiwan, he predicts a bid by Russia
and China to divide up Kazakhstan’s
rich energy resources. “We are not just
talking about the fate of Ukraine and
Ukrainians; this is going to be a loss for
the whole democratic world,” he said.
“If you are on the side of one team and
this team is losing, you are losing along
with this team.” Zolotukhin notes how
Russian propaganda, domestically and
internationally, whips up anti-Western
hatred, preaching unity among a ‘glob-
al majority’ that rejects democratic
values. “They are trying to build this
violent and aggressive platform, using
the narrative of a global majority [...]
saying that Western attitudes and
Western values are wrong because
the majority of mankind which lives in
India, China, the Middle East and Africa
has other values.” He cautions only a
military defeat for Putin that shows
other autocrats there is a cost of taking
on the West will stop that process.?’

Inaction on Ukraine would negatively
affect Western interests beyond Europe
and the Asia-Pacific. Russia has been


https://www.foreignaffairs.com/united-states/cia-spycraft-and-statecraft-william-burns?check_logged_in=1&utm_medium=promo_email&utm_source=lo_flows&utm_campaign=registered_user_welcome&utm_term=email_1&utm_content=20240301
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expanding its influence in the Middle East through
military support for the regime in Syria and close
military ties with Iran. A recent report by the Royal
United Services Institute (RUSI) details how Moscow
has rapidly expanded military and economic involve-
ment in Africa. Its tentacles reach around the continent
from Libya to Sudan and the Central African Repubilic.
There is a particular focus on the Sahel, where Moscow
has been successful in displacing French influence
in Mali, Niger and Burkina Faso. Following the killing
of Yevgeny Prigozhin, Moscow has incorporated his
Wagner Group forces into its GRU military intelligence
service, abandoning even the pretext that they were
not a direct arm of the Russian state. They are fast
grabbing mineral rights, posing a potential threat to
Niger’s uranium supplies to France’s nuclear industry.
There are also fears Russia could seek to destabilise
Europe by facilitating the movement of terrorists or
illegal migrants into Europe.8#

It’s easy to see these activities would be invigorated
by Russian success in Ukraine. Victory would bur-
nish brand Russia for its acolytes across the world and
further undermine the image and influence of the
democratic West. “Russia is very severely increasing its
various types of operations in Africa [...] China s playing
there as well,” warns Jonas Ohman, former Swedish
special operations officer and founder of the Blue/
Yellow NGO supporting Ukraine, “Defeat in Ukraine
would create immense momentum for totalitarian
interests to increase their stakes, to increase their
presence, their reach, their leverage locally, regionally
and globally.”?°


https://static.rusi.org/SR-Russian-Unconventional-Weapons-final-web.pdf
https://static.rusi.org/SR-Russian-Unconventional-Weapons-final-web.pdf
https://www.lemonde.fr/les-decodeurs/article/2023/08/03/a-quel-point-la-france-est-elle-dependante-de-l-uranium-nigerien_6184374_4355770.html
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RESTORING THE INTERNATIONAL
ORDER

“International law and the principles set out in the
UN Charter — including respect for territorial integrity
and the political independence of states — are funda-
mental. That is why the Russian invasion of Ukraine is
such a dangerous precedent,” Anténio Guterres, UN
Secretary-General, February 2024.°*

Russia has crashed a tank through the internation-
al rules-based order. The spectacle of a permanent
member of the UN Security Council launching an un-
provoked war of territorial expansion against a peaceful
neighbouring state makes a mockery of the body set
up to underpin world peace after the horrors of the
Second World War. Much of the damage has already
been done. Guterres has stated that the Russian inva-
sion of Ukraine — combined with the lack of unity over
Israel’s response to the Hamas terror attacks — “has
severely perhaps fatally” undermined the authority of
the Security Council.®?

However, inaction over Ukraine, which lets Russia get
away with its shredding of international law would set
a grim precedent, sending the message that might is
right. That nihilistic vision of global affairs would open
the way for other malevolent powers to feel free to
impose their will on vulnerable neighbours. Standing
by Ukraine and imposing real costs on Putin for his
murderous attempt to shred and tear up the global
rule book would go some way to rebuilding the damage
done and show that international legal norms still hold
weight.


https://press.un.org/en/2024/sgsm22136.doc.htm
https://press.un.org/en/2024/sgsm22137.doc.htm

47 UKRAINE: COST OF INACTION

Chapter 1: Geopolitical consequences of inaction |

“The world will only become more
dangerous if Putin and his fellow au-
tocrats conclude that they can wipe
democracies off the map and force
free people to live in fear,” US Defence
Secretary Lloyd J. Austin stated on the
second anniversary of Russia’s full-
scale invasion. “Today’s grim milestone
should spur us all to decide what kind
of future we want for our children and
grandchildren: an open, secure, and
prosperous world of rules and rights,
or the violent and lawless world of
aggression and chaos that Putin seeks.
We support Ukraine’s fight for freedom,
both because it is the right thing to do
and because doing so is central to
America’s continued security.”?

Moscow makes no secret of its aim
to demolish the international security
architecture, presenting itself as the
champion of a ‘new world order’ that
overthrows Western “hegemony” and
stands up for the rights of a ‘global
majority’.?* Its increasingly close rela-
tionship with China, alliance with the
dictatorships in Iran and North Korea
and active military support for an-
ti-Western warlords in Africa indicate
that the practical implementation of
this vision is in full swing and will con-
tinue unless defeat in Ukraine breaks
that momentum.

However, as Andreas Umland, an
analyst with the Swedish Institute of
International Affairs, notes, it is the
people of the south who the have
most to lose from the destruction of
global norms as Russia’s actions — if
left uncorrected — open the way for big
countries to bully and batter smaller
neighbours. “It’s not only big countries
are looking at the war, but also smaller
countries. If Ukraine comes out with a
loss of territory and sovereignty, this
will unravel the whole international
security system. It’s important that this
revision of borders will not go through.
It would make lots of other countries
insecure,” he said from Kyiv.

While some on far-right and far-left in
Western countries buy into Russia’s
claim that its wars of aggression, illegal
annexations and mass killings — from
Grozny to Aleppo to Mariupol — are
somehow part of an anti-imperialist
struggle against the West, Umland
points out that the invasion of Ukraine
- “the most worrying blow to global
stability and cooperation since the
end of the Second World War” - risks
clearing the way for more colonial land
grabs by authoritarian states. That is
another reason why international ac-
tion is needed to ensure that Ukraine
prevails. “The global advantage would
be the restoration of international law,”


https://www.defense.gov/News/Releases/Release/Article/3684952/statement-by-secretary-of-defense-lloyd-j-austin-iii-marking-two-years-since-ru/
https://news.un.org/en/story/2023/09/1141372
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Umland says. %

Russia stands accused of violating over
a hundred treaties and conventions.
Changes range from breaking inter-
national aviation rules by interfering
with GPS signals to disrupt civilian
jetliners to contravening the Geneva
Conventions with brutal treatment of
prisoners of war; forced deportations of
children and adults; torture, rape and
massacre of civilians; and indiscrim-
inate attacks on civilian buildings. %7
% In Crimea, documented violations
of international law include denial of
Ukrainian-language education rights;
harassment of the mainly Muslim
Crimea Tartar community and other
religious minorities; shutting down
Ukrainian and Tartar-language broad-
casters; and implanting hundreds of
thousands of Russian migrants in the
territory in violation of international
humanitarian law. Blowing up the Nova
Kakhovka dam in June 2023, infringed
a slew of international laws protecting
civilians and the environment. The list
is endless.QC)lOOlOllOZ

One of the most alarming elements of
Russia’s disregard for the rules-based
system is its ever more vocal attempts
at nuclear intimidation and disengage-
ment from international arms control
mechanisms. Last year, Russia revoked

its ratification of the Comprehensive
Nuclear-Test-Ban Treaty, suspended
participation in the 2010 New START
strategic arms limitation treaty,
and withdrew from the Treaty on
Conventional Armed Forces in Europe.
Most recently, Putin is also reported to
planning to put some sort of nuclear
weapon in space, in violation of the
Cold War-era Outer Space Treaty.203

“Russia’s nuclear rhetoric and pos-
turing have made the risk of nuclear
weapons use the highest it has been
for decades and revived calls for new
risk reduction efforts. Amidst these
rising nuclear risks, however, Russia
is working to weaken the institutions
and norms designed to manage those
very risks,” says a briefing released in
February by the Center for Strategic
and International Studies. 104

Moscow’s devaluation of the Nuclear
Non-Proliferation Treaty (NPT) is of
particular concern. When Ukraine
became independent from the Soviet
Union in 1991, its territory contained
the world’s third largest arsenal of
nuclear weapons, exceeded only by
Russia and the US, and with more
nukes than France, China and the
United Kingdom combined 1. Kyiv
agreed to give up those weapons when
it signed up to the NPT in 1994. In


https://www.reuters.com/world/europe/estonia-says-russia-violates-international-rules-with-gps-interference-2024-04-30/
https://www.reuters.com/world/europe/estonia-says-russia-violates-international-rules-with-gps-interference-2024-04-30/
https://ua.boell.org/en/2022/10/25/5-examples-russia-breaching-geneva-conventions
https://ua.boell.org/en/2022/10/25/5-examples-russia-breaching-geneva-conventions
https://www.amnesty.org/en/wp-content/uploads/2024/03/EUR5078052024ENGLISH.pdf
https://www.amnesty.org/en/wp-content/uploads/2024/03/EUR5078052024ENGLISH.pdf
https://sites.utu.fi/bre/social-changes-in-crimea-occupied-by-russia/
https://ihl-databases.icrc.org/en/customary-ihl/v1/rule130
https://www.lawfaremedia.org/article/the-destruction-of-the-nova-kakhovka-dam-and-the-heightened-protections-of-additional-protocol-i
https://www.lawfaremedia.org/article/the-destruction-of-the-nova-kakhovka-dam-and-the-heightened-protections-of-additional-protocol-i
https://fas.org/publication/russia-space-nuclear-weapons/
https://fas.org/publication/russia-space-nuclear-weapons/
https://csis-website-prod.s3.amazonaws.com/s3fs-public/2024-02/240223_Williams_Nuclear_Calibration.pdf?VersionId=WkKIPAg88HKltQVyZ_LkvtfOAp5nThqA
https://csis-website-prod.s3.amazonaws.com/s3fs-public/2024-02/240223_Williams_Nuclear_Calibration.pdf?VersionId=WkKIPAg88HKltQVyZ_LkvtfOAp5nThqA
https://sceeus.se/en/publications/how-russias-war-is-undermining-world-order/
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return, Russia, along with the US and
UK, gave a series of guarantees under
the so-called Budapest Memorandum,
notably to ‘respect the independence
and sovereignty and the existing
borders of Ukraine’” and ‘refrain from
the threat or use of force against the
territorial integrity or political inde-
pendence of Ukraine’'%, Putin says his
blatant betrayal of these international
law commitments is justified by the
2014 protests that forced his buddy
Viktor Yanukovych out of the presiden-
tial palace in Kyiv.

Few are convinced. “We are deeply
concerned that the Russian Federation,
a Nuclear-Weapon State, is undermin-
ing international peace, security and
stability, the international non-prolifer-
ation architecture and the integrity and
objectives of the NPT by waging its ille-
gal war of aggression against Ukraine.
We condemn the Russian Federation’s
actions, which are in complete disre-
gard of its international obligations and
commitments and a betrayal of the
security assurances that the Russian
Federation provided to Ukraine under
the Budapest Memorandum of 1994
in connection with Ukraine’s accession
to the NPT, as a Non-Nuclear Weapon
State,” said a joint-statement from
over 50 countries at the NPT review
conference in 2022. 107

Russia’s violation of the Budapest
Memorandum sends a clear message
that giving up nuclear weapons could
leave countries exposed to attack and
acquiring them would be a deterrence.
Putin is further undermining non-pro-
liferation by dropping out of the in-
ternational consensus against Iran’s
and North Korea’s nuclear weapons
ambitions, as he becomes reliant on
them for arms supplies. He has com-
promised Belarus’ NPT commitments
by the reported stationing of Russian
tactical nuclear weapons there in a
direct attempt to intimidate NATO. 108

Unless Russia is defeated, the Kremlin’s
nuclear bully tactics will encourage its
allies to follow its lead, warns Dmytro
Zolotukhin, an information security
expert at Black Trident consulting
group and a former deputy minister
of information policy in Ukraine. “It
will be the sign for the other nuclear
powers that it is possible to attack
non-nuclear states, whether you are
talking about China and Taiwan, wheth-
er we are talking about other regions,
North Korea and so on,” he said. “The
weakness of the international society
is reaching such an extent that, if you
are a bad guy, you can do what every
you want, you can go to any extremes
you like.” 109


https://treaties.un.org/doc/Publication/UNTS/Volume%203007/Part/volume-3007-I-52241.pdf
https://www.state.gov/wp-content/uploads/2022/08/Joint-statement-on-Ukraine-for-NPT-RevCon_clean.pdf
https://fas.org/publication/depot-in-belarus-shows-new-upgrades-possibly-for-russian-nuclear-warhead-storage/
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A demonstrator holds a sign while protesting Russia’s massive military operation against
Ukraine during a rally on the place of the United Nations in Geneva, Switzerland, Saturday,
February 26, 2022.

For the moment, Umland believes
China is urging nuclear restraint on
Russia through fear that its Asian
neighbours would want to develop their
own nuclear deterrent. “That is one of
the reasons China is against Russia
using nuclear weapons. My suspicion
is they are fearful that, if the war really
escalates, then the countries around
China would get worried as well and
they will compare their own situation
with that of Ukraine and perhaps try

to get weapons of mass destruction to
protect themselves.” 11°

Russia’s aggression on Ukraine has
been highlighted as possibly “the
greatest stimulus to nuclear prolifer-
ation in history”.**! “Some non-nucle-
ar-weapon states under threat from
hostile nuclear powers may reconsider
whether they need their own nuclear
deterrent to guarantee their security,”
Robert Einhorn, former US assistant


https://www.washingtonpost.com/opinions/2022/03/17/cornered-putin-dangerous-ukraine-david-ignatius/
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secretary of state for non-proliferation, wrote for the
Arms Control Association. “Moreover, the percep-
tion that Russian President Vladimir Putin’s nuclear
sabre-rattling succeeded in deterring NATO’s direct
intervention in the conflict may reinforce the determi-
nation of nuclear-armed states such as North Korea to
hold on to their nuclear weapons.”*1?

The attack on, and ongoing military occupation of,
the Zaporizhzhia nuclear power plant (NPP), Europe’s
largest, and the temporary capture of the Chernobyl
nuclear site, are further examples of Russia’s disregard
for civilian safety and international rules. “The Russian
occupation of two Ukrainian NPPs undeniably poses
one of the greatest challenges to the global nuclear se-
curity regime,” says a research paper from Poland’s War
Studies University. “International safety and security
standards, developed for the mutual benefit of all ac-
tors in international relations, have been compromised
in a considerable way.”**?

The longer Russia gets away with its litany of interna-
tional law violations, the harder it will be to rebuild the
world’s legal order. Letting Russia succeed in Ukraine
will invalidate the UN and tear up rule books on war
crimes, nuclear disarmament and many more key
issues. A Russian victory would give Moscow, Beijing
and others a base to impose a might-is-right vision on
the ruins of the rules-based post-WWII settlement.
Acting with determination to help Ukraine to victory
could give the West space to work with other players in
Asia, Africa and Latin America to repair the damage and
restore cooperation around key treaties, conventions
and institutional frameworks.
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SUCCESS IN UKRAINE WOULD ENERGISE
RUSSIA’S HYBRID WAR ON WESTERN
DEMOCRACY

“Russia would see a victory in Ukraine as a green light to reshape
the European security environment,” Estonia’s Foreign Intelligence
Service, 2024 Annual Report. 4

The West already faces hybrid warfare from Russia. From electoral
interference, cyber-attacks, sabotage, espionage, assassination
and disinformation, Moscow is dipping freely into its playbook
of subversion to sow division and instability in Europe and North
America. Expect those efforts to intensify if Putin succeeds in
Ukraine.

The US Intelligence Community’s 2024 Threat Assessment pre-
dicts Russia “almost certainly” does not want a direct military
conflict with NATO right now but “will continue asymmetric activity
below what it calculates to be the threshold of military conflict”. 115

“Moscow will continue to employ all applicable sources of national
power to advance its interests and try to undermine the United
States and its allies,” says the report released in February. “This will
range from using energy to try to coerce cooperation and weaken
Western unity on Ukraine, to military and security intimidation,
malign influence, cyber operations, espionage, and subterfuge.”**¢

Western technology sanctions and the flight of better-educated
Russians from the country have hampered those efforts, note
the US spooks, but Moscow’s nefarious cyber activities remain
an ‘enduring’ global threat — including to critical infrastructure -
that could intensify if it can redirect resources currently focused
on Ukraine. “Russia’s influence actors have adapted their efforts
to better hide their hand, and may use new technologies, such


https://www.valisluureamet.ee/doc/raport/2024-en.pdf
https://www.valisluureamet.ee/doc/raport/2024-en.pdf
https://www.odni.gov/files/ODNI/documents/assessments/ATA-2024-Unclassified-Report.pdf
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as generative Al, to improve their
capabilities and reach into Western
audiences,” the report adds.*'?

A senior Ukrainian official warns
Western nations that they must recog-
nise that Russia’s actions are complex,
coordinated and purposeful. Moscow
has worked for over a decade with
the strategic objective of undermining
Western unity, discrediting and eroding
basic European values and forming an
influential pro-Russian establishment
within Europe and the US. Its goals
include fragmenting NATO and the EU,
diminishing the US presence in Europe
and upending democratic politics. In
response, Europe and NATO need a co-
ordinated, comprehensive and focused
strategy to counter Russia hybrid ag-
gression. They must work closely with
Ukraine, which has developed unique
insights into dealing with Russia’s cy-

ber and other covert Russian activities.
118

Two-way cooperation against cyber
and other hybrid threats is included
in a number of bilateral security
agreements that NATO nations have
concluded with Ukraine. “Participants
recognise the need to detect, disrupt
and deter malign cyber operations
and in particular malicious use of

cyber capabilities by the Russian
Federation and other hostile state
and non-state actors,” says the UK-
Ukraine agreement signed in January.
“The Participants will work together
to identify and deter the irresponsible
use of cyber capabilities by the Russian
Federation.”*?

Western nations are stepping up their
game. The Nordics and Baltics set an
example of whole-of-society resilience
against the threat of conventional and
undercover risks. “Being prepared is
not only about the military. Being pre-
pared is also about civilian resilience.
Europe needs to perfect what happens
if electricity is cut off, if you don’t
get water, if cables are cut,” Finnish
President Alexander Stubb said at a
Friends of Europe event in April. The
European Commission has tasked
Stubb’s predecessor Sauli Niinisto to
draft a report to guide others seeking
to emulate that preparedness.*?*

Russia’s hybrid actions are varied.
Sweden came under intensified cy-
ber-attack as it moved towards NATO.
Disinformation campaigns sought
to undermine the membership bid.
Swedish intelligence believes Russia
runs espionage rings to uncover
military secrets — particularly in the


https://assets.publishing.service.gov.uk/media/65a14a6ae96df50014f845d2/UK-Ukraine_Agreement_on_Security_Co-operation.pdf
https://assets.publishing.service.gov.uk/media/65a14a6ae96df50014f845d2/UK-Ukraine_Agreement_on_Security_Co-operation.pdf
https://www.friendsofeurope.org/events/in-conversation-with-a-new-era-for-defence/
https://yle.fi/a/74-20084550
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sensitive high north —and to aggravate
societal divisions. “Other states want
to try to destabilise Sweden, to change
our focus away from the most import-
ant political issues,” Fredrik Hallstrom,
head of operations at Sweden’s securi-
ty service, told Radio Sweden.*??

Cyber-attacks also surged against
Latvia. “Latvia is the second country
in NATO that was most affected by the
Russian attacks since the war, after
Poland,” says Aleksandra Palkova,
EU Programme head at the Latvian
Institute of International Affairs. “We
were receiving it constantly, against
public utilities, the private sector, the
media, banks, municipal services, ev-
erywhere.” Fortunately, the authorities
were prepared. Latvia strengthened
cyber defences after Russia’s 2014
land grab in Crimea. Riga also limited
Moscow’s ability to propagate unrest
among Latvia’s Russia minority by
banning Kremlin-backed TV. 123

France has become another priority
target for the Kremlin, particularly
since President Emmanuel Macron
shifted to a more hawkish stance on
Ukraine. “Putin has not only launched
a war against Ukraine, he has chosen
to attack France and the allies of de-
mocracy,” Prime Minister Gabriel Attal

told the National Assembly in February.
“Interference programmes have been
uncovered. This massive destabilisa-
tion operation can only be stopped
if we reaffirm our full support for the
Ukrainians’ defence.”*?* Examples
range from hyped rumours over the
Paris bed-bug scare to a proliferation of
spray-painted Stars of David to inflame
passions over Gaza, from deep-fake
reports of French farmers attacking
Ukraine’s embassy to an ‘unprecedent-
ed’” wave of cyber-attacks that shut
down government services and stole
data. French security services are on
high alert to foil attempts to disrupt the
Paris Olympics this summer.12°

Authorities in several countries are
investigating interference ahead of
June’s European Parliament elec-
tions,*?¢ including allegations of
Kremlin payments to Russophile can-
didates. It’s not only Europe’s politics
at risk. “Moscow views US elections
as opportunities and has conducted
influence operations for decades
and as recently as the U.S. midterm
elections in 2022,” the US intelligence
assessment notes.'?” “Russia is con-
templating how US electoral outcomes
in 2024 could impact Western support
to Ukraine and probably will attempt to
affect the elections in ways that best


https://sverigesradio.se/artikel/sapo-russian-intelligence-operations-a-major-threat-to-sweden
https://www.dailymotion.com/video/x8tff8q
https://www.francetvinfo.fr/replay-jt/franceinfo/21h-minuit/23-heures/cyberattaque-plusieurs-services-de-l-etat-vises_6419545.html
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support its interests and goals.” The
Balkans is another theatre of Russian
hybrid operations where it seeks to
propagate division and anti-Western
opinion. Its supporters there would be
encouraged by success in Ukraine.*?®

While some attacks against the
West are limited to nuisance value,
intelligence agencies fear Russia is
expanding strikes on critical infra-
structure and could use sabotage and
cyber with devastating effect during
a crisis. Russia has made “thou-
sands” of attempts to interfere with
European railway networks, Czech
Transport Minister Martin Kupka told
the Financial Times in April.*?® Since
2022, incidents involving energy and
communications equipment have in-
cluded mysterious cuts to fibre-optic
cables in the Arctic; sabotage of the
Nord Stream gas pipelines under the
Baltic; and severing the Balticonnector
gas link between Finland and Estonia.
130 Attribution is difficult to prove, but
evidence frequently points to Moscow.
Germany recently arrested two men
on suspicion of spying for Russia and
plotting of sabotage, including against
US military bases. “The suspicion that
Putin is recruiting agents from us to
carry out attacks on German soil is
grave. We will not allow Putin to bring
his terror to Germany,” tweeted Foreign
Minister Annalena Baerbock.3?

Such news confirms findings in a report
by London’s Royal United Services
Institute (RUSI) detailing how Russia’s
GRU foreign military intelligence
agency has sought to overhaul its sub-
versive capabilities since the war led
Western capitals to expel many estab-
lished agents. The report explains how
Russian spies have tightened links with
organised crime networks, hiring more
foreign nationals from the Balkans and
elsewhere and infiltrating Russian exile
communities. The Russians are also
seeking to exploit the influence of loyal
Chechen warlord Ramzan Kadyrov to
build influence among the Chechen di-
aspora and other Muslim communities
in Europe, the report notes.*?

“Russia is using unconventional meth-
ods to expand its influence,evade
containment, and destabilise and
disrupt its adversaries — and is mak-
ing progress in several directions.
Countering these efforts requires an
appreciation of the threat that extends
beyond Ukraine and the active collab-
oration of those states that are being
targeted. Russian methods are often
unsophisticated and there is a litany
of failures. Nevertheless, they persist,
and so there is a requirement for
sustained vigilance,” the RUSI report
concludes.?®3


https://www.iiss.org/en/publications/strategic-comments/2022/the-effects-of-the-war-in-ukraine-on-the-western-balkans/
https://www.ft.com/content/f8207823-f5e1-4caf-934d-67c648f807bf
https://kleinmanenergy.upenn.edu/podcast/europe-confronts-the-reality-of-energy-system-sabotage/
https://twitter.com/ABaerbock/status/1780966935259185517
https://static.rusi.org/SR-Russian-Unconventional-Weapons-final-web.pdf
https://static.rusi.org/SR-Russian-Unconventional-Weapons-final-web.pdf
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There is evidence, too, that Russian hit
squads are expanding assassination
activities, working with local crimi-
nals. Two Poles, who authorities say
are linked to football hooligan gangs,
were arrested for a hammer attack that
severely injured an exiled Russian dis-
sident in Lithuania. Another suspected
collaborator with Russian intelligence
was arrested in Poland on suspicion
of plotting to assassinate Ukrainian
President Volodymyr Zelensky, who
like other Ukrainian officials, transits
through Poland on foreign trips. The
bullet-riddled body of a Russian pilot
who defected to Ukraine was found
in February in a Costa Blanca resort.
Spanish intelligence services believe
Russian authorities directly ordered the
murder, El Pais, reports. 134135

Ukraine has ample intelligence on
Russia’s subversive activities and is
working with the West to frustrate at-
tacks. If inadequate support for Ukraine
enables Moscow to secure a successful
outcome in the war, Russia will free
up cyber and other hybrid resources
for intensified assaults on the West.
Ukraine would become a forward base
for Russian subversion on the frontier,
like Belarus whose activities include
pushing migrants over the border into
Poland and Lithuania; and hijacking an
Irish jetliner to kidnap exiled opposi-
tion figures.t3¢ Ukraine under Russian

control would be Belarus on steroids.
With a 2,235-kilometre EU border
and excellent transit corridors from
the Black Sea, it could be a conduit
for Russia to traffic people, drugs and
arms into Europe, especially if more
of Ukraine becomes as crime-ridden
as territories currently under Russian
occupation. %7

An attempt last year by Belarus dicta-
tor Alexander Lukashenka to intimidate
Western neighbours by threatening
to unleash the around 4,000 Wagner
Group fighters relocated to his territory
after their aborted mutiny, showed how
prompt and decisive action by NATO
allies can force Russia and its satellites
to back down. “Lukashenka deliberate-
ly sought to disrupt and provoke his
neighbours. This all happened in the
context of an aggressive information
and propaganda war, with Lukashenka
claiming that Wagner fighters wanted
to go on an ‘excursion’ to the West and
visit Warsaw. A swift and assertive
response from Poland, Lithuania and
Latvia by strengthening the borders
with armed forces and closing border
crossing points surprised and alarmed
Lukashenka. He ordered Wagner to
withdraw from the country’s western
borders to avoid further escalation,”
reports the 2024 annual report from
Estonia’s Foreign Intelligence Service.
It notes that, as of Autumn 2023,


https://www.polskieradio.pl/395/9766/Artykul/3367544,polish-pm-vows-no-leniency-for-russian-spies
https://elpais.com/espana/2024-02-23/indicios-y-sombras-del-asesinato-del-piloto-kuzminov.html
https://www.voanews.com/a/poland-says-belarus-russia-organizing-new-migrant-influx/7214946.html
https://globalinitiative.net/analysis/donbas-conflict-crime/
https://www.valisluureamet.ee/doc/raport/2024-en.pdf
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Wagner personnel were largely confined to a camp far
from the border. 28

Such robust responses are needed to thwart all Russia’s
hybrid activities. Officials at the Cyber Security Centre
of Ukraine’s National Security and Defence Council say
the level of cyberattacks on Euro-Atlantic infrastructure
mostly “depends on Russia’s awareness of its impunity.”
To end that impunity, Europe and NATO need to change
mindsets. “We, the West, we are at war with Russia, but
... we don’t want to accept that,” says Jonas Ohman,
former Swedish special services officer and founder
of the Blue/Yellow NGO providing support to Ukraine’s
military. “We are not prepared.” 1%

Russia’s hybrid activities are a coordinated and deliber-
ate attempt to undermine Western societies. They thrive
on others’ weaknesses and would be empowered by
success in Ukraine. Working for a Ukrainian victory, the
Euro-Atlantic powers can spoil that scheme. Ukraine,
stable and free, growing prosperous as it recovers from
Moscow’s aggression and integrates with the West,
will be a vital ally and a beacon for democratic forces
elsewhere, including, perhaps, in post-Putin Russia.
Hybrid dangers won’t go away. Russia could remain
a menace even after regime change, and there are
plenty of other powers eager to undermine the dem-
ocratic world. The West will have to keep up its guard
and continue to build resilience, but a Ukraine victory
would deal a serious blow to the most toxic threat to its
stability and security.



NATO - Photo gallery: NATO Secretary General at the first annual
NATO Cyber Defence Conference in Berlin, 09-Nov. 2023
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THE COST-EFFECTIVE PATH TO
DEFENDING DEMOCRACY

“Now this war has a price in euros; in the future it can
have a price in the lives of European citizens,” Yehor
Cherniev, Ukrainian MP, Head of Ukrainian delegation
to the NATO Parliamentary Assembly and Deputy
Chairman of the Parliamentary Committee on National
Security, Defence and Intelligence. 14°

Aid to Ukraine’s army is a bargain for the West. Military
assistance allocated by NATO allies since Russia’s full-
scale invasion totalled €85.1bn in February, according
to the Kiel Institute for World Economy. That figure is
set to leap forward by a further $61bn (E57bn) after
the US Congress unblocked aid held for months by
hard-right lawmakers, and additional commitments by
European allies. *4*

To taxpayers, that sounds like a lot of money, but it’s
only around 6% of the 2.6tn total defence spending by
the 32 allies over the same period. For that, and without
putting a single allied soldier in harm’s way, NATO gets
its eastern flank defended from Russia, whose forces
the alliance’s Strategic Concept define as “the most
significant and direct threat to allies’ security.”14?

Western leaders increasingly recognise that, if they
allow him to succeed in Ukraine, Putin will pursue
Russia’s imperialist expansion, putting other European
states, perhaps the whole democratic West, at risk and
raising the costs of defence exponentially. “If Putin
does not pay the price for his death and destruction, he
will keep going. And the costs to the US — along with
our NATO allies and partners in Europe and around


https://www.ifw-kiel.de/topics/war-against-ukraine/ukraine-support-tracker/
https://www.nato.int/nato_static_fl2014/assets/pdf/2023/7/pdf/230707-def-exp-2023-en.pdf
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the world —will rise,” US President Joe
Biden warned on the second anniver-
sary of Russia’s attack. 143

Still, the West’s short-term hesitan-
cy - from the long congressional aid
freeze to European allies’ refusal to
step up contributions or hand over the
most effective weaponry - encourages
Putin to press on. That increases the
eventual costs of defeating Russia and
protecting the West’s strategic inter-
ests. Robust defence assistance would
stop Russia in Ukraine, deter further
expansionism, downgrade the military
menace, weaken the Putin regime and
send a clear crime-does-not-pay signal
to Moscow and its allies — from China
to Iran and North Korea. That is a good
deal. As a bonus, money earmarked
for military support to Ukraine is
overwhelmingly spent in Europe and
America, providing a shot in the arm
for Western defence industries, and
creating jobs from Dallas to Dusseldorf
and the Dordogne. 144145

According to the Kiel Institute’s track-
er, total government aid allocated
to Ukraine — military, financial and
humanitarian — from the EU reached
€89.9bn up to the end of February,
with the US providing €67bn and oth-
er donors - led by the UK, Japan and
Canada — around €24bn. The EU con-
tribution will be boosted by the €50bn
Ukraine Facility agreed in February to

support reforms and investment and
keep public administration running
until 2027.

Given what’s at stake, few Western
nations are putting enough money
where their mouth is. Meanwhile,
Ukrainians are laying down their lives
for democracy. Experts warn the new
US package, however important, is
not a ‘game changer’ that will secure
Ukraine’s victory. “Europe has clearly
not been able to fill the gap left by the
dwindling US aid. This is especially
true for ammunition, as the European
defence sector has been very slow
to build up production capacity,”
Christoph Trebesch, Head of the Kiel
Ukraine Support Tracker, said as latest
figures were released 25 April. “Should
the US pass no further support packag-
es in late 2024 or 2025, Ukraine will
likely to face the same gap in support
in 2025.” 146

Only the three Baltic states and
Denmark are spending more than 1%
of GDP on military aid to Ukraine, led
by Estonia with 1.41% and Denmark
with 1.28%. “Not all the countries
are as forthcoming with support in
line with their lofty rhetoric,” notes
Oana Lungescu, distinguished
fellow at London’s Royal United
Services Institute (RUSI) and NATO
Spokesperson 2010-2023. “The im-
portant thing is to unlock more support


https://www.whitehouse.gov/briefing-room/statements-releases/2024/02/23/statement-from-president-joe-biden-ahead-of-the-two-year-anniversary-of-russias-brutal-assault-against-ukraine/
https://www.whitehouse.gov/briefing-room/statements-releases/2024/02/23/statement-from-president-joe-biden-ahead-of-the-two-year-anniversary-of-russias-brutal-assault-against-ukraine/
https://www.nbcdfw.com/news/local/biden-wants-people-to-know-most-of-the-money-hes-seeking-for-ukraine-would-be-spent-in-the-us/3467209/
https://www.rheinmetall.com/en
https://www.lefigaro.fr/societes/economie-de-guerre-macron-en-dordogne-pour-une-future-usine-de-poudre-20240411
https://www.ifw-kiel.de/publications/news/european-aid-shows-little-dynamism/
https://www.ifw-kiel.de/publications/news/european-aid-shows-little-dynamism/
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now.” According to the Kiel tracker, US
military aid before Congress approved
the new package represented 0.198%
of GDP; the UK’s 0.18%; and France,
whose president warns Russia poses
an “existential” threat to European
security has committed just 0.097%,
although Paris contests the figures,
saying it sends more aid under the ra-
dar. Even Poland, where Prime Minister
Donald Tusk says Europe is in a ‘pre-
war’era, only spends 0.47%. 147148

Military experts warn this spending
needs to be stepped up considerably.
Many see support for Ukraine as the
most cost-effective way of blunting the
threat from Russia without the West
having to go to war. “Europe has to
understand that now we are buying
time for them with our lives and they
have to use that time effectively. They
have to speed up their production
and they have to provide us with all
necessary weapons. We cannot wait a
year for Taurus missiles or other kinds


https://www.challenges.fr/top-news/ukraine-macron-prone-un-sursaut-face-a-une-menace-existentielle-pour-l-europe_886973
https://www.dw.com/en/europe-has-entered-pre-war-era-polands-tusk-says/a-68702657
https://www.dw.com/en/europe-has-entered-pre-war-era-polands-tusk-says/a-68702657
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of weapon,” says Yehor Cherniey,
Ukrainian MP, head of Ukrainian del-
egation to NATO PA, Deputy Chairman
of the Parliamentary Committee
on National Security, Defence and
Intelligence. Germany rejects Ukraine’s
request, made public in May 2023, for
long-range Taurus cruise missiles for
fear they could escalate the war.**°

Making effective use of the weaponry
they have, Ukrainian forces have inflict-
ed devastating losses on the invaders.
Exiled Russian media estimate combat
deaths at 85,000. %% NATO officials
estimate that the Russian dead and
injured exceed 350,000. That com-
pares to around 15,000 Soviet troops
believed killed over 10 years of war in
Afghanistan. According to the Ukrainian
Defence Ministry, equipment losses
include over 7,200 tanks, 13,800
armoured fighting vehicles, 350 war
planes, 26 ships and 11,700 artillery
pieces. 151

“Supporting Ukraine is not charity. It
is an investment in our own security.
The US has spent a small fraction of its
annual military budget to aid Ukraine.
With that, Ukraine has managed to
destroy a substantial part of Russia’s
combat capacity,” NATO Secretary
General Jens Stoltenberg told the
Heritage Foundation in Washington
recently. “Supporting Ukraine is in

America’s own interest. If we cannot
stop Russia’s cycle of aggression in
Europe, others will learn the lesson
that using force against America’s in-
terests works. The price for our security
will go up.” 152

Upping aid to ensure a Ukrainian
victory would diminish the Russian
threat to NATO. The uncertain security
situation will likely mean that allies
will still have to contemplate expand-
ed defence spending over the years
ahead. However, dealing with a Russia
chastened by defeat and, perhaps, with
a less-bellicose regime in the Kremlin,
will be easier and cheaper than facing
up to a Putin pumped up with victory,
rebuilding his army, and occupying
Ukrainian territory that gives him a
strategic bridgehead in the heart of
Europe.

“Continuing robust aid to Ukraine is a
powerful deterrent to future Russian
aggression. A Russian victory in
Ukraine could encourage President
Vladimir Putin’s territorial ambitions,
possibly leading him to target a mem-
ber of NATO. That could lead to a direct
U.S.-Russia conflict that would put
American lives at risk and increase the
possibility of a broader war. Funding
Ukraine now is a strategic investment to
prevent greater costs later,” wrote Alan
Yu Senior Vice President for National


https://en.zona.media/article/2022/05/20/casualties_eng
https://index.minfin.com.ua/en/russian-invading/casualties/
https://index.minfin.com.ua/en/russian-invading/casualties/
https://www.nato.int/cps/en/natohq/opinions_222258.htm
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Security and International Policy at
American Progress. “The United States
provides material and financial support
to a partner as it counters and weakens
a dangerous adversary. U.S. troops are
not pulled into the conflict, driving to
zero the risk of American battlefield ca-
sualties as well as the financial burden
required by U.S. military deployments.
This is critically important, as conflict
escalates in the Middle East and as the
Department of Defence faces China’s
increasing military strength.” 153

Moscow is keeping growth artificially
strong by placing its economy on a
war footing, hiking defence spending
to almost 40% of state spending and
ratcheting up investment in arms
manufacture. That is unsustainable in
the long term. Buffered by economic
sanctions, isolated from Western mar-
kets and with its civilian manufacturing
base eroded, Russia’s economy will
eventually implode, Western analysts
predict. “They will fall into a black hole
of galactic proportions,” says one NATO

expert. “They will hit the limit of what
they can afford at some point — the
question is when.” 155

In the short-term, the Russians
can probably keep up their defence
production, despite the economy’s
privations. “The long-term structural
issues are definitely there. The war and
the sanctions mean that a substantial
part of the economy has shifted from
civilian industry to military production.
It also means less transparency, more
corruption, less productivity,” says
Laura Solanko, Senior Advisor at the
Bank of Finland Institute for Emerging
Economies. “Russia has been isolated
from half of the global economy and
R&D activities. It’s very likely that the
prospects of growth are much bleaker
compared with before the invasion
(however) none of this will lead to
some sort of a sudden collapse of the
Russian economy. There’ll rather be a
long-term decline.” ¥ The combined
EU and US economies are over 17
times larger than Russia. With this


https://www.americanprogress.org/article/5-reasons-why-congress-must-approve-aid-to-ukraine-right-away/
https://www.wilsoncenter.org/blog-post/russias-unprecedented-war-budget-explained
https://www.bofit.fi/
https://www.bofit.fi/
https://data.worldbank.org/indicator/NY.GDP.MKTP.CD
https://data.worldbank.org/indicator/NY.GDP.MKTP.CD
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overwhelming financial advantage, the
West can, if it has the necessary politi-
cal will, easily maintain aid for Ukraine
to grind down the Russian economy,
without breaking the bank or putting
allied soldiers at risk. “NATO outguns
them a lot,” says the expert at alliance
headquarters. “As in the past where
we engaged in an arms race with the
Soviets, we're better placed to win - if
we want to.” 157

Alternative scenarios, where Russia
becomes able to forward position
forces in Ukraine along NATO borders,
would cost much more, the analyst
says. The alliance would have to re-
spond at significant cost. “If you think
what we are spending now on Ukraine
is alot, think again [...] it would be, very,
very expensive. We would be foolish
not to double down right now, it would
be penny wise and pound foolish.” %58

Despite its losses, experts believe the
Russian military could recover relative-
ly quickly if Western inaction hands it

victory. Due to Putin’s mobilisation
policies, the army would be bigger and
combat hardened. It may be able to in-
corporate captured Ukrainian defence
and technology capabilities. Faced with
a weakened, divided and demoralised
West, Russia would likely be able to
overcome any remaining sanctions and
rebuild its technological base.

“They are learning very fast. They are
much more prepared for a conflict with
anybody. They don’t care about loss-
es,” says Jonas Ohman, the Swedish
volunteer providing frontline support
to Ukraine. “We need to do ten times
more than we are doing right now, so
to avoid being forced to do 100 times
more in the future [...] If we leave
[Ukraine] alone, we will have to deal
with the consequences for decades
ahead. If we do it now, in the short
term, we will have an increased inten-
sity in security matters, but, over time,
we will secure the perimeter of the

Western hemisphere towards Russia.”
159
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An in-depth study published in
December by the American Enterprise
Institute (AEI) warns a victory in
Ukraine would mean: “Russia can
pose a major conventional military
threat to NATO for the first time since
the 1990s.” Assuming NATO does not
fracture, its military strength should
deter a Russian attack, even if Moscow
manages to gain full control of Ukraine
and Belarus, the AEI report concludes
160 Yet, the costs of maintaining that
deterrence will be much greater than
those of helping Ukraine to victory.
Russia is already building up military
infrastructure close to St. Petersburg
and in the Kaliningrad enclave on
NATO’s borders. To protect allies if
Russia can move troops and air defenc-
es up to Ukraine’s long frontier with
NATO members, the US would have to
revert to a Cold War-era stance, greatly
expanding its permanent force deploy-
ments in Europe. That would stretch
US resources during strategic rivalry
with China, and place huge burdens on
defence budgets.

“If Russia successfully forces Ukraine
into submission and installs a pup-
pet regime, or occupies the country,
maintaining US deterrence on NATO’s
Eastern Flank will have an annual
cost that’s almost higher than the war
in Irag and Afghanistan combined

— something beyond $100bn-$130bn.
Add the increased costs for all other
NATO nations, and you can throw in an-
other $100bn-$150bn,” Jan Kallberg,
senior fellow at Washington’s Center
for European Policy Analysis, estimat-
ed in a recent article. “Continued and
increased support of Ukraine is the
lowest risk, most economically sound,
and will amount to the shortest-term
commitment. Russian aggression is not
going away. Confront it now, at a rea-
sonable cost, or pay far more further
down the road.”*¢*

Analysts at the AEI say a Ukrainian
win would push Russian troops back
800km, neutralise threats in the Black
Sea and make defending the alliance’s
eastern members easier and cheaper —
not least because Ukraine’s victorious
army would line up with the allies.
“Helping Ukraine regain control of all
or most of its territory would be much
more advantageous, as it would drive
Russian forces even further to the
east. Best of all, supporting Ukraine to
its victory and then helping it rebuild
would put the largest and most com-
bat-effective friendly military on the
European continent at the forefront of
the defence of NATO—whether Ukraine
does or does not ultimately join the
alliance.” 162


https://www.criticalthreats.org/analysis/the-high-price-of-losing-ukraine?__cf_chl_tk=KndPSTPPog46bKnUyP1U1SW8kKY6d2R12IMkTnbHUs4-1712492857-0.0.1.1-1578
https://www.criticalthreats.org/analysis/the-high-price-of-losing-ukraine?__cf_chl_tk=KndPSTPPog46bKnUyP1U1SW8kKY6d2R12IMkTnbHUs4-1712492857-0.0.1.1-1578
https://cepa.org/article/think-ukraines-expensive-wait-for-the-new-cold-war/
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That message should go down well
with politicians who look at the inva-
sion in transactional terms. “It’s such
a wonderful deal for the US, somebody
is doing their fighting for that money.
It’s exceptional,” says Olga Rudenko,
Editor-in-Chief of the Kyiv Independent
and Friends of Europe European Young
Leader (EYL40). “Trump is all about
making good deals, thisis a great deal.”

The deal is also creating wealth and
jobs in Europe and North America.
The US spends the vast majority of
its military aid on kit manufactured
domestically. “While this bill sends
military equipment to Ukraine, it
spends the money right here in the
United States of America in places like
Arizona, where the Patriot missiles are
built; and Alabama, where the Javelin
missiles are built; and Pennsylvania,
Ohio, and Texas, where artillery shells
are made,” Biden said, as the $61bn
aid package was still being held up in
Congress. “We supply Ukraine with
military equipment from our stockpiles,
and then we spend our money replen-
ishing those stockpiles, so our military
has access to them — stockpiles
that are made right here in America
by American workers. That not only
supports American jobs and American
communities, it allows us to invest in
maintaining and strengthening our own

defence manufacturing capacity.” 165

More generally, American manufac-
turers sold nearly $162bn worth of
equipment in 2023, up more than
8.1%. On a visit to a missile factory
in Alabama in February, Stoltenberg
recalled that European NATO allies and
Canada agreed to buy $120bn worth of
weapons from US companies over the
past two years, as they raised defence
spending in response to the war and
enhanced threat from Russia. ¢7

“It is in both our moral and national
security interests to help Ukraine
defeat Russia’s unjust aggression,”
Marc Thiessen, former chief speech-
writer for President George W. Bush
and Fox News contributor, wrote in
the Washington Post. “But our military
aid to Ukraine is also revitalising our
defence industrial base, creating hot
production lines for the weapons we
need to deter potential adversaries
and creating manufacturing jobs in the
United States.” 168

The war is also giving Western arms
manufacturers a testing ground and
shopwindow. The performance of
Patriot air defence units shooting
down Russian missiles, including the
much-vaunted hypersonic Kinzhal,
has been followed by a slew of orders,


https://kyivindependent.com/
https://www.washingtonpost.com/opinions/2024/04/18/ukraine-map-districts-weapons/
https://www.whitehouse.gov/briefing-room/speeches-remarks/2024/02/13/remarks-by-president-biden-on-senate-passage-of-the-bipartisan-supplemental-agreement/
https://apnews.com/article/biden-ukraine-johnson-factories-aid-62cbb83a184fd14b1573e25a73475767
https://www.nato.int/cps/en/natohq/opinions_222260.htm
https://www.nato.int/cps/en/natohq/opinions_222260.htm
https://www.washingtonpost.com/opinions/2024/04/18/ukraine-map-districts-weapons/
https://www.businessinsider.com/patriot-performance-in-ukraine-dispels-doubts-over-abilities-experts-2024-3
https://www.businessinsider.com/patriot-performance-in-ukraine-dispels-doubts-over-abilities-experts-2024-3
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including a $5.6bn contract to supply European NATO
nations.?®® HIMARS artillery rocket systems and the
Javelin missiles that have ravaged Russian tank col-
umns have also seen a surge in demand. In February,
Maryland-based Lockheed Martin said it was planning
to increase HIMARS production capacity from 48% in
2022 to 96% by the end of 2024. Javelin production
is due to almost double by 2026.17° “Javelin’s success
on the battlefield continues to prove its international
appeal as a combat-proven precision weapon sys-
tem,” Charles Michaels, Javelin international senior
programme manager, said last year, as orders were
coming from North Macedonia to Australia. 17*

It’s not just US firms that are benefiting. Shares in Ger
many’s Rheinmetall, which has supplied Ukraine with
equipment including tanks, reconnaissance systems
and hundreds of thousands of ammunition rounds,
was trading over €500 in late April, compared to €96
the day before Russia’s full-scale invasion; shares in
France’s Thales and Britain’s BAE-Systems doubled
over the same period 172, Sweden’s Saab increased
sales by 23% and created 2,500 new jobs in 2023.173


https://www.lockheedmartin.com/en-us/news/features/2024/ramping-up--lockheed-martin-steadily-increasing-production-o.html
https://www.lockheedmartin.com/en-us/news/features/2023/javelins-expanding-impact-around-the-globe.html
https://www.saab.com/newsroom/press-releases/2024/saab-publishes-its-2023-annual-and-sustainability-report

NATO; Meeting of NATO Ministers of Foreign Affairs - B elgium - 3-5 April 2024;
Left to right: Jose Manuel Albares Bueno (Minister of F irs, Spain) with NATO
Secretary General Jens Stoltenberg and Dmytro Kuleba (N oreign Affairs, Ukraine.
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Chapter 2:

Geoeconomic risks
and opportunity

INVESTING IN UKRAINE'S
RECONSTRUCTION: BUILDING
BACK BETTER

“It’s risky to invest in Ukraine right now, but it’s riskier
not to invest,” AmCham Ukraine. 174

The material cost of insufficient military support for
Ukraine can be measured night-by-night as Russian
missiles and drones evade Ukraine’s depleted air
defences and slam into homes, hospitals and schools,
museums and churches, power plants, transport hubs,
grain silos and other essential infrastructure.

The cost of rebuilding after the damage inflicted by
Russia’s war reached $486bn by the end of 2023,
according to the latest official assessment. That’s
up $75bn on the previous year. Beyond the physical
destruction, a 30% GDP fall in 2022, the rising burden
of defence and welfare spending, falling investment,
lost human capital and other factors mean the war’s
economic impact is much higher. 175


https://twitter.com/AndyHunder
https://www.worldbank.org/en/news/press-release/2024/02/15/updated-ukraine-recovery-and-reconstruction-needs-assessment-released
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RDNAB3 key results: damage, needs and 2024 financing priorities

$152BN

$486BN

DAMAGE

QUANTIFIES DIRECT PHYSICAL
DAMAGE TO INFRASTRUCTURE
AND BUILDINGS

RECOVERY AND

ESTIMATES NEEDS CONSIDERING
BUILDING BACK BETTER

Source: World Bank. (2024, February)
Note: US$15BN reflects sectoral assessment and does not
consider social protection needs already included in the budget.

The repair bill has been rising fast in
2024 as Russia intensifies infrastruc-
ture attacks and Ukraine runs low on
air-defence ammunition. Ukraine’s
largest private energy company DTEK
said five of its six thermal power plants
were “severely damaged” in March
during two waves of attacks to knock
out Ukraine’s grid. It estimates repairs
at 300mn. A skim through damage

US$15BN
2024
PRIORITIES

RECONSTRUCTION NEEDS

. INDUSTRY AND SERVICES . SOCIAL INFRASTRUCTURE AND SERVICES

B ousive anoutmuries [l TRANsPoRT

ENERGY CROSS-SECTORAL

reports for a week in late April reveals a
nightly toll of devastation: energy gen-
eration units smashed across Kharkiv
province, port infrastructure blasted
in Odesa, railway hubs hit in Kharkiv
and Chernihiv, family homes destroyed
across the south and east.


https://kyivindependent.com/dtek-says-80-of-companys-facilities-damaged-destroyed-after-russian-attacks-in-march/
https://www.understandingwar.org/backgrounder/russian-offensive-campaign-assessment-april-25-2024
https://www.understandingwar.org/backgrounder/russian-offensive-campaign-assessment-april-25-2024
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Ukraine, however, continues to prove
its resilience. Reconstruction is already
pressing ahead. Over 90% of busi-
nesses forced to close by the war have
reopened. The economy expanded 5%
last year, 25 times faster than growth in
the EU. Robust recovery is predicted to
continue for the years ahead. 78

The government sees a chance build a
better country. Rather than reconstruct,
it aims to modernise infrastructure and
move the economy towards a compet-
itive, digital and sustainable future in-
side the $19tn EU single market. That
is an opportunity not just for Ukraine
but also for its friends and allies and for
private international investors. “This
massive reconstruction represents the
most significant investment opportu-
nity for private capital in the last 30
years,” says Valeriya Ionan, Deputy
Minister for Digital Transformation
and European Young Leader (EYL40).
“Private investors are invited to lay the
groundwork for their business ventures
even before the country wins the war.
Ukraine’s primary goal is to transition
its economic model from raw mate-
rial dependency to the production of
high-value-added products.” ¢

Ukraine’s efforts to sweep out the cor-
ruption that long sullied the country’s

reputation are key to the reconstruc-
tion and modernisation processes.
Significant progress has been made
since the Euromaidan uprising of 2014
and has intensified since Zelensky’s
government was elected in 2019.
Powerful anticorruption agencies are
held up as models internationally. They
regularly uncover high-profile cases,
even in wartime. The digitalisation
of public and business services has
removed opportunities for graft, and
new legislation has installed stringent
transparency standards for public
procurement and politicians’ assets.
Reforms are pressing ahead despite
the invasion, driven by the rush to align
with EU norms, civil-society pressure
and necessity of safeguarding the vast
amounts of aid money heading to Kyiv.
Ukraine’s citizens will be the main ben-
eficiaries, but reforms to clean up and
streamline the economy are also vital
for attracting the foreign investment
crucial for recovery.

International support is already
coming in. The EU in April launched
its Ukraine Investment Framework
featuring a €9.3bn financial package
designed to generate up to €40bn in
public and private investment over the
coming years 8%, However, Ukrainian
and international officials on the


https://wiiw.ac.at/ukraine-overview-ce-14.html
https://wiiw.ac.at/ukraine-overview-ce-14.html
https://neighbourhood-enlargement.ec.europa.eu/news/eu-sets-investment-framework-under-its-ukraine-facility-boost-investments-recovery-and-2024-04-18_en
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ground are struggling to think long-
term as they rush to patch damaged
infrastructure and keep the economy
afloat. “The number one tool to make
a sustainable business climate is, of
course, air defence,” Oleksii Sovoley,
Ukraine’s Deputy Minister of Economy,
told a recent Brussels conference.
Still, the strength and adaptability of
Ukraine’s business actors, particu-
larly among small and medium-sized
enterprises (SMEs) continues to defy
the missile threat, he added: “This
resilience gives a great foundation for
economic growth.” Current priorities
are to ensure Ukraine is sufficiently
resilient to withstand, fight back and
win, adds a senior European official.
It’s challenging in the long term while
working to ensure the energy system
is functional, state enterprises have
enough liquidity to operate and infra-
structure is patched up, they added.
“This is not a normal country strategy
[...] we are trying to be agile and to be
where the need is greatest, to support
the country and the people.”

The government began planning for the
rebound in the war’s opening months.
Its National Recovery Plan aims “not
just to recover war-related damages,
but to leapfrog economic growth and
quality of living in Ukraine” over ten

years. It’s nothing if not ambitious.
Goals include revamping public ad-
ministration and business regulation to
sweep away vestiges of Soviet-legacy
bureaucracy and oligarch-era graft;
alignment with the EU’s green and
digital transition guidelines; upgrading
education and healthcare to ensure
a top 25-post in global rankings;
reintegrating veterans and returning
refugees; expanding transport links
with the EU, including a high-speed
train to Warsaw; securing $750bn in
accumulated investment; and reducing
carbon emission by 65%—all that and
defeating the Russian army.

International officials are impressed
with the Ukrainian’s commitment
to building back better. “In terms
of reconstruction, the country is
reinventing itself,” says Gert Jan
Koopman, the European Commission’s
Director-General for Neighbourhood
and Enlargement Negotiations. “It’s
an opportunity to leapfrog from what
essentially was a Soviet-style economy
into to a more modern economy.” 183

Even before February’s agreement on
the Ukraine Facility to provide €50bn
up to 2026, the EU had taken the glob-
allead in providing what Ukraine needs
to keep its economy and administration


https://ebsummits.eu/our-summits/future-of-ukraine/
https://uploads-ssl.webflow.com/621f88db25fbf24758792dd8/62c166751fcf41105380a733_NRC%20Ukraine%27s%20Recovery%20Plan%20blueprint_ENG.pdf
https://eu-solidarity-ukraine.ec.europa.eu/eu-assistance-ukraine/ukraine-facility_en
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afloat, maintain public services, rebuild
and plan for the future. 184 Excluding
military and humanitarian aid, EU in-
stitutions and member states had com-
mitted €88.11bn in financial support
up to 24 February. In financial aid, it is
followed by the US with €24.61bn, the
UK with €6.08bn, Japan with €5.69bn
and Norway with €3.39bn. Another
€13bn has come from the World
Bank, International Monetary Fund
and European Bank for Reconstruction
and Development.’®> As we went to
press, speculation was mounting that
the West could also find ways to use
the almost $300bn in frozen Russian
assets to activate more funding for
Ukraine. In the longer term, the issue of
Russian reparations will arise, although
care will be needed to avoid repeating
the post-First World War experience
where resentment in Germany over
punitive reparations were exploited by
the emergent Nazis.#

More money is still needed now.
Although the sums are daunting,

support for reconstruction goes
well beyond altruism. Investing in a
Ukrainian victory creates a bulwark
against Russian expansionism, de-
ters adventurism from authoritarian
powers worldwide and restores the
rules-based world order. It also gives
the West a formidable security ally and
economic partner strategically located
at the gateway of Europe across the
Black Sea from Central Asia and the
Middle East. Ukraine is an agricultural
superpower, processes enormous
energy potential and has emerged as
a world-class innovation hub. “Some
mischaracterise our aid to Ukraine as
a giveaway. Nothing could be further
from the truth,” Isobel Coleman,
Deputy Administrator for Policy and
Programming at USAID, wrote recently.
“American support to Ukraine, com-
bined with the significant contributions
of our allies, is instead an investment
ina Europe free, whole and at peace, a
long-standing US policy, and one of the
foundations of Euro-Atlantic security.”
Standing with Ukraine, Coleman added,


https://www.ifw-kiel.de/publications/ukraine-support-tracker-data-20758/
https://www.economist.com/finance-and-economics/2024/04/18/frozen-russian-assets-will-soon-pay-for-ukraines-war
https://www.economist.com/finance-and-economics/2024/04/18/frozen-russian-assets-will-soon-pay-for-ukraines-war
https://thehill.com/opinion/4487386-ukraine-a-worthy-investment/
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is a choice between: “an increasingly
economically self-sufficient Ukraine
anchored in the West” and “Putin’s
dream of a Ukrainian vassal state”. 187

There are obvious parallels between
support for Ukraine today and the
Marshall Plan under which the US
transferred $13.3bn ($172bn in
2024 prices)*®® in recovery funding to
Western Europe and Turkey after World
War II. That programme is credited
with spurring rapid growth, expanding
trade, promoting European integration
and, above all, anchoring the benefi-
ciaries in an alliance against the threat
of Soviet expansionism. “Seventy-five
years ago, the Marshall Plan delivered
a message of hope. That is what a
Marshall Plan for Ukraine must provide
today. A better tomorrow is possible,
and there is a path to get there. The
Marshall Plan was not primarily char-
ity but a strategy that considered the
donor’s national interests. To develop
such a strategy again should be the
Ukraine alliance’s ambition. And

ambition must come with a sense of
urgency, focus, and realism,” says a
paper from the German Marshall Fund
(GMF), the Washington-based think
tank founded to memorialise the pro-
gramme. ¥ As with current Ukraine
support, the Marshall Plan brought
potent benefits for the US economy.
Around 70% of the dollar assistance
is estimated to have been spending in
the US on products ranging from grain
to steel, lumber to farm equipment.
US trade to Western Europe more than
quadrupled over five years, American
industrial production rose 25% and
unemployment fell by a quarter.?*®

Reconstruction efforts could be the
most significant driver of growth in
Europe in the coming years. “In my
view, investing in Ukraine’s recon-
struction today is not risky. In my view,
investing in Ukraine’s reconstruction
today is an extremely prudent and
forward-looking investment. It is an
investment in peace, it is an investment
in well-being. It is an investment in the


https://www.usinflationcalculator.com/
https://www.usinflationcalculator.com/
https://sgp.fas.org/crs/row/R45079.pdf
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economic growth of Ukraine, Italy and
Europe,” Italian Prime Minister Giorgia
Meloni told a conference last year.
“T trust that those who, like us, have
always been pioneers of opportunities
that others don’t see, will not miss this
one.” 191

The flip side, where Russia gains the
upper hand, and Ukraine is unable to
pursue its path to European prosperity,
could generate serious strife for the
international economy. Legacy im-
pacts of the surging food and energy
prices that followed Russia’s invasion
still stifle growth as they weigh “on
household spending and firms’ ac-
tivity, particularly in manufacturing,”
the World Bank cautions.**? “We need
this war to end [...] for the sake of the
world economy, not just for Ukraine. It
adds to geo-economic tensions, and
the further they go, the less good are
our prospects,” IMF Managing Director
Kristalina Georgieva, told an April news
conference. ¥* In Europe and emerging
markets, risks of further blows to trade,
public finances, growth and inflation
would accompany a prolonged conflict.
“Projected recovery is also substan-
tially weaker [...] reflecting the effects
of Russia’s invasion of Ukraine and the
rise in interest rates, as well as lon-
ger-term scarring from the pandemic
and declining growth in working-age

populations,” says the World Bank’s
Global Economics Prospects report for
2024. “Moreover, the large shocks of
the past few years, including the pan-
demic and the invasion of Ukraine, have
tended to hit low-income households
disproportionately and exacerbate
poverty.” 194

If Ukraine is to recover, private sector
investment will be essential. According
to a World Bank survey, over 90% of
multinational companies operating in
Ukraine before the war have stayed
and over half have made new invest-
ments. Business interest is increasing,
encouraged by government incentives,
de-risking services from international
insurers and the prospect of Ukraine’s
integration in the EU single market of
448mn consumers. 1%

Housing and transport are among the
priority reconstruction sectors, and
private foreign investors can play a big
part in them. “A key opportunity for
investors right now is getting involved
in the modernisation of Ukraine’s
transport infrastructure,” Ari Zoldan,
New York investment analyst and me-
dia commentator wrote for Nasdag.
“The nation’s infrastructure needs to
be extended, and the quality of the
provided services needs to be im-
proved as everything gradually aligns


https://www.governo.it/en/president
https://www.governo.it/en/president
https://openknowledge.worldbank.org/server/api/core/bitstreams/7fe97e0a-52c5-4655-9207-c176eb9fb66a/content
https://www.nasdaq.com/articles/three-sector-opportunities-to-invest-in-ukraine-now-and-one-for-later
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with European standards. This process
presents significant opportunities for
private investments and public-private
partnerships.”*¢ Turkey’s Onur Group,
was a big player in road, bridge and air-
port construction before war. Although
the conflict has curtailed some oper-
ations, it plans to double its $500mn
investment by the decade’s end. %7

In construction, the government is pri-
oritising rebuilds that improve energy
efficiency and sustainable materials.
“After winning the war, Ukraine has a
chance to rebuild public and residen-
tial buildings according to new prin-
ciples of green construction,” asserts
the investment promotion agency
Ukrainelnvest. One company seizing
that opportunity is Ireland’s Kingspan.
It invests €250mn in a factory and
knowledge-centre for low-carbon
construction near Lviv. ¢ “This in-
vestment for us is a vote of confidence
in President Zelensky’s ambition to
rebuild the economy as a model for
innovation and green technologies,”
Mike Stenson, Executive Managing
Director of the project, told a forum in
Washington. 1° Building back better is
also taking concrete form in the city of
Bucha, north of Kyiv, the scene of mas-
sacres when Russian troops arrived in
2022. Since its liberation, the recon-
struction of the over 2,000 destroyed

buildings in Bucha has included solar
panels, improved insulation and heat
pumps. “We are rebuilding and we
bring life back,” Mykhailyna Skoryk-
Shkarivska, founder of the Institute
for Sustainable Development of
Communities in Bucha, told CNN. “We
don’t want to be a city of tragedy, we
want to become the city of success, the
city of a future Ukraine.” 2

Beyond immediate reconstruction
needs, Ukraine offers vast business op-
portunities, particularly for early-bird
investors taking a chance on success
while the bombs are still falling. “In
the next 15 to 20 years, Ukraine will
become the most dynamic country
in Europe and the world. And those
who are there first will benefit,” says
Ukrainelnvest. “The greatest oppor-
tunity in Europe since World War II,”
Zelensky proclaims on the agency’s
website, 202

That may sound like hubris from a
nation fighting for its survival, but in-
ternational observers are also lining up
to vaunt Ukraine’s potential. “Business
leaders don’t invest for moral reasons,”
says Koopman. “They invest for busi-
ness opportunities and the business
opportunities in this country [...] are
enormous.” He recalls that Ukraine is
already the fastest-growing economy


https://businessukraine.ua/turkiyes-onur-group-plans-to-double-its-500-million-investment-in-ukraine-by-2030/?ref=ukrainerebuildnews.com
https://ukraineinvest.gov.ua/en/news/with-the-support-of-ukraineinvest-the-irish-company-kingspan-group-is-implementing-a-major-investment-project-in-ukraine-worth-more-than-eur-250-million/
https://www.csis.org/events/infrastructure-cross-border-trade-logistics
https://www.csis.org/events/infrastructure-cross-border-trade-logistics
https://edition.cnn.com/videos/world/2024/02/28/exp-ukraine-bucha-rebuilding-rosemary-skoryk-shkarivska-intv-02283aseg2-cnni-world.cnn
https://ukraineinvest.gov.ua/en/news/17-11-2023-1/
https://advantageukraine.com/
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in Europe. Once reconstruction ac-
celerates and international support
packages kick in, the economy has the
potential for double-digit expansion.
“That’s an environment, for any pri-
vate-sector investor, that is really too
good to miss.” 203

There’s a similar view from across
the Atlantic. “Reconstruction and
recovery offer significant potential
opportunities, particularly for early
moving investors with a high-risk
tolerance,” says the US Department
of State’s latest Investment Climate
Statement. “Ukraine offers a large
consumer market, a highly educated
and cost-competitive workforce and
abundant natural resources. The
government continues to advance leg-
islation to capitalise on this potential,
with numerous corporate governance
and other economic reform draft
laws designed to bring Ukraine into
compliance with EU standards and
regulations that are currently moving
forward. Ukraine’s increasing momen-
tum toward integration with the EU
offers potential opportunities for inves-
tors seeking to access the EU market.
Additionally, Ukraine’s reconstruction
is anticipated to attract hundreds of
billions of dollars from governments,
International Financial Institutions
(IFIs) and the private sector.”

Business in post-Soviet Ukraine was
hamstrung by corruption, inefficiency,
poor regulation, judicial inefficiencies
and the excessive influence of oli-
garchs and dinosaur state enterprises.
However, a decade of reform has had
a major impact. “They have made a lot
of reforms, the stereotypes out there of
Ukraine being a fundamentally corrupt
country, an area where you don’t want
to go [...] those refer to an earlier peri-
od, 10to 15 years ago,” says Koopman.
The EU’s acceptance of Ukraine as a
candidate for membership in June
2022, has provided an additional spur
for change as Ukraine aligns with EU
standards. “They have been reforming
for a long time and since they became
a candidate country, they have really
come forward a lot,” Koopman adds.
“That said, they come from very far and
we need to be realistic about it. There
remains a lot of work that needs to be
done [...] It takes time to reform. What
sets Ukraine apart from other coun-
tries is that accession to the EU is an
existential process in the most literal
sense. The drive to reform is motivated
by that in a way that we haven'’t really
seen in other countries. That’s why I
am optimistic.” 205

Transparency International singled out
Ukraine as a rare bright spot in its latest
global Corruption Perceptions Index


https://www.state.gov/reports/2023-investment-climate-statements/ukraine/
https://www.state.gov/reports/2023-investment-climate-statements/ukraine/
https://www.transparency.org/en/news/cpi-2023-eastern-europe-central-asia-autocracy-weak-justice-systems-widespread-enabling-corruption
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(CPI), noting steady improvement over
the decade that accelerated last year.
“This happened while Russia’s war
against the country posed immense
challenges to Ukraine’s governance
and infrastructure, heightening corrup-
tion risks. The focus on justice system
reforms, including restructuring judicial
self-governance bodies and increas-
ing judicial independence, has been
key,” the international watchdog said.
“Efforts to strengthen the capacity and
independence of its anticorruption
agency (NABU) and its anticorruption
prosecution body (SAPO) — coupled
with a national anticorruption strategy
and its comprehensive implementation
programme — have provided a solid
foundation for ongoing anticorruption
efforts. Progress is further evidenced by
robust civil society engagement, such
as restating public officials’ require-
ment to submit e-declarations of their
assets. Ukraine’s public procurement
remains largely competitive, earning
recognition from the World Bank. The
government’s efforts, especially in
the field of reconstruction, have been
instrumental in fostering accountability
and control.” 206

Since 2014, Ukraine has built an anti-
corruption infrastructure that includes
potent investigation and prosecution

agencies, ground-breaking public
procurement and transparency rules,
app-based digitalisation of government
services, restructuring of state-owned
companies and decentralisation that
has empowered local authorities.
“Ukrainians are [...] rightly proud of
having built the world’s boldest lab-
oratory for approaches to combating
corruption that exceed even Western
standards,” says USAID. It holds up
Ukraine’s experience since 2014 as a
model, highlighting “the world’s first
public beneficial ownership registry,
the world’s most transparent public
procurement system, the world’s first
public database of politically exposed
persons, and the world’s most com-
prehensive and well-enforced asset
declaration system among Ukraine’s
system of “revolutionary transparency
tools”. 207

Ukraine’s vibrant civil society and
courageous media prevent backslid-
ing. “This is something that is often
missing when talking about Ukraine
and corruption. When people want
to define Ukraine as a corrupt state,
they are not taking into account that
Ukraine has been very much aware of
the problem at least since 2014,” says
Olga Rudenko, Editor-in-Chief of the
Kyiv Independent and European Young


https://www.usaid.gov/sites/default/files/2023-02/USAID-Dekleptification-Guide.pdf
https://www.usaid.gov/sites/default/files/2023-02/USAID-Dekleptification-Guide.pdf
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Leader (EYL40). “The population is
actually quite intolerant of corruption.
After the 2014 Revolution, where over
100 were killed, they have demanded
that those sacrifices were not made in
vain.” 208

Anticorruption agencies have stepped
up activities during the war. Last year,
NABU and SAPO launched 641 inves-
tigations, up from 456 in 2022. 2%
High-profile figures have been in the
crosshairs. Reports of irregularities
forced the resignation of ministers
of defence and agriculture in recent
months 220, A Supreme Court judge
stepped down amid bribery allega-
tions. In September, police arrested
Thor Kolomoisky, one of Ukraine’s most
influential tycoons and a supporter of
Zelensky’s election campaign, who
was long considered untouchable. For
many, his detention symbolised the
end of Ukraine’s oligarch era.

Western action is crucial to support
those reforms and ensure Putin’s
armies cannot reimpose kleptocratic
rule. In a speech three days before his
troops marched in, Putin suggested
Ukraine’s clean-up was a pretext for
invasion, claiming anticorruption agen-
cies and independent judges were act-
ing for Western interests. “Ukraine has

restructured entire economic sectors
that oligarchs previously exploited to
line their pockets. These include ener-
gy, health, education, land, customs,
and finance,” says a study by the GMF.
“This progress was among Putin’s mo-
tivations for attempting to decapitate
the country’s democratically elected
leadership. Putin fears Ukrainian trans-
parency and accountability because
they close pathways for the Kremlin’s
malign influence, strengthen Ukrainian
defence capabilities, prepare Ukraine
for Euro-Atlantic integration, and risk
inspiring people—at home and in other
former Soviet states—to overthrow
their kleptocrats.” 212

The war has caused some elements
of public administration and judicial
reform to slacken. “While the Ukrainian
public administration has proved its
resilience during the full-scale inva-
sion, reform has slowed or stopped in
a number of sectors, in particular in
merit-based recruitment and selection,
job classification and salary reform,”
notes a European Commission report,
although it recognised major progress
on public-service digitalisation, where
Ukraine is now a world leader, and on
anti-corruption. 2'3 “The public sec-
tor is overstaffed, under-skilled and
underfunded,” says one Kyiv-based


https://nabu.gov.ua/en/news/nabu-sap-pokazaly-potuzhn-rezul-taty-u-drugomu-p-vr-chch-2023-roku/
https://kyivindependent.com/agriculture-minister-resigns/
https://www.theglobeandmail.com/world/article-ukraines-oligarchs-are-no-longer-considered-above-the-law/
https://www.gmfus.org/sites/default/files/2023-07/Ukraine-New%20ideas%20and%20recommendations_digital_july20_0.pdf
https://ec.europa.eu/commission/presscorner/detail/en/QANDA_23_5631
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official. 2** “A merit-based recruitment
procedure is urgently needed. It needs
to increase its capacity to absorb
European laws as well as implement
them.” The war has exacerbated staff-
ing shortfalls: 4,138 civil servants have
been drafted into the army, 4,089 are
stuck in occupied territories, 138 were
killed, and 263 wounded. In the first
year of fighting, 4,355 civil servants
moved abroad. #°

Taking public services online has
helped. “Digitalisation efforts [...] have
set the path for a corruption-resistant,
efficient, and transparent governance
system. Investments in key sectors
such as technology, infrastructure,
and renewable energy contribute to
the war effort by ensuring sustainability
and laying the foundation for a strong
recovery,” says Ionan, the Deputy
Minister for Digital Transformation.
216 She points to the Diia state ‘super
app’ with its base of 20 million users
in Ukraine. It includes public services
that allow businesses to be registered
in less than ten minutes or provides
an online low-tax space for IT. The
latter, called Diia.City, has expanded
since the beginning of the war and now
hosts over a thousand Ukrainian and
international companies, including
global players such as Reface, Nokia

and Samsung. Another example is Diia.
Business, an online one-stop-shop
portal which stimulates entrepreneur-
ship in Ukraine. It offers free consul-
tations, market analytics, business
partner search and educational grants.
This project was featured in the OECD’s
2024 SMB Policy Index for Eastern
Partnership countries. Diia.Education
is another project and a national
edutainment platform for reskilling and
increasing digital literacy with a 12.6%
increase over the past four years. 27

Foreign investment is a government
priority. In addition to business-friend-
ly reforms, the government points
to Ukraine’s structural advantages:
strategic location, abundant natural
resources, highly educated workforce
(with average salaries a third those in
neighbouring Romania), manufacturing
potential and commitment to green
and digital transitions.

The war has decelerated business
interest, but things are picking up.
Foreign investment reportedly reached
$1.2bn in 2023, compared to just
$500mn the previous year. Significant
investments came from Carlsberg,
which is spending $40mn on a new
Kyiv production line, and Ireland’s CRH,
setting up a cement terminal near the


https://nads.gov.ua/storage/app/sites/5/плани%20та%20звіти/Annual_Report_of_the_Head_of_the_NAUCS_2023_1_стиснуто.pdf
https://ain.capital/2024/03/21/international-investments-in-ukraine-in-two-years-amounted-to-1-7b/
https://ain.capital/2024/03/21/international-investments-in-ukraine-in-two-years-amounted-to-1-7b/
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capital for $36mn. ArcelorMittal, whose
steel plant in Kryvyi Rih operated at
below 30% capacity in 2023 because
of Russian attacks, ?'? nevertheless
announced its construction arm was
making a €40mn investment in a new
building material plant. 22° “Carlsberg
has faith in Ukraine and is ready to
invest [...] at a time when Ukraine’s
epic struggle against the Russian ag-
gression is still ongoing,” Ole Egberg
Mikkelsen, Denmark’s Ambassador.
“We can’t wait for peace to come. We
need to start now, and we need to get
concrete and tangible results.” 22

The government stresses that compa-
nies that take the risk to get in first can
gain real advantages. “The full-scale
russian invasion and other current
challenges create unique opportunities
for multinational companies and start-
ups to test and refine their products in
real-world conditions. The success of
a product or solution in Ukraine’s chal-
lenging environment demonstrates its
global viability,” says Ionan. “Investing
in Ukraine now gives financial advan-
tages, invaluable marketing insights,
and a strong foothold in a rapidly de-
veloping market.” 222

Firms and countries that support

the war effort can expect preferen-
tial treatment as Ukraine rebuilds.
Russia’s friend China is unlikely to
be a competitor for Western inves-
tors — unless insufficient Western
support enables Putin to expand his
graft-ridden dictatorship into Ukraine.
Europe and America need to keep
up military and financial support to
enable Ukraine to simultaneously win
the war and the battle to modernise
its economy. “We found in Ukraine a
great group of talent, people who are
very well-educated, speak languages
well, have a great work ethic, also are
very entrepreneurial, creative, cus-
tomer-focused. I would not regret for
a single moment the decision we took,
despite the war,” Werner De Wolf, CEQ
of Belgian lighting company Schréder,
which employs over 250 people at
its factory in Ternopil. “The Ukrainian
government has been doing a great job
to defend the country, but also to help
international business to stay active,”
he told a recent business forum. “Let’s
make sure we provide the help that
Ukraine needs. We can discuss the re-
build, but if we are not able to support
them to defend themselves, this will
not work. We need to make sure we get
our act together.” 223


https://ukraine.arcelormittal.com/en/media/news/arselormittal-kryvyy-rih-povidomliaie-vyrobnychi-rezultaty-za-2023-rik
https://ukraineinvest.gov.ua/en/news/with-the-support-of-ukraineinvest-the-german-company-arcelormittal-construction-is-implementing-a-large-investment-project-worth-eur-40-million-in-ukraine/
https://ua.schreder.com/en/landing-page-marketing/made-ukraine-your-cities
https://ebsummits.eu/our-summits/future-of-ukraine/2024/video-gallery/
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FDI by country of Origin

FDI by types of economic activity
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HOSTOMIL, UKRAINE - Apr. 08, 2022: the world-famous AN-225 :
i Mriya, one of the largest airplanes.in the world, was destroyed on ( :
. the Hostomil Airport by Russian troops at 24 February 2022/ o






https://www.shutterstock.com/image-photo/smoke-after-explosion-seaport-war-ukraine-2261487767
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THE FIGHT TO SECURE EUROPE’S
BREADBASKET

“Ukraine’s farmers [...] power the largest sector of
Ukraine’s economy and make the country the bread-
basket of the world,” Samantha Power, administrator
USAID, February 2024. 224

In the 1930s, a murderous Moscow regime brought
famine to the most fertile farmland in Europe. Millions
died in the Holodomor, the genocidal hunger inflicted on
Ukrainians by Joseph Stalin. It’s hard not to recall those
horrors today, as Russian forces wreak destruction on
Ukraine’s agriculture, egged on by Kremlin cheerleaders
describing Ukraine as ‘a cancerous growth’ and warning
its citizens to choose between Russia or death. 2%

Russia’s war has caused $80bn in damage to Ukraine’s
farm sector. 2%¢ It has made Ukraine the country most
contaminated by landmines, which affect 25,000
square kilometres of farmland. 2 The war has de-
stroyed over 18,000 tractors and a fifth of Ukraine’s
grain silos. Swathes of land have been depopulated
as people flee the fighting or occupation. In one of the
world’s top-ten food producers before the war, the UN
says 7.3mn require food security assistance. 228


https://www.usaid.gov/news-information/press-releases/feb-23-2024-two-years-after-russias-full-scale-invasion-support-ukraine-more-important-ever
https://holodomor.ca/resource/holodomor-basic-facts/
https://meduza.io/en/news/2024/01/17/dmitry-medvedev-says-ukraine-should-not-exist-in-any-form-calling-it-a-cancerous-growth
https://kse.ua/wp-content/uploads/2024/02/RDNA3_eng.pdf
https://www.wfp.org/stories/war-ukraine-how-demining-project-bringing-hope-farmers-two-years
https://reliefweb.int/report/ukraine/ukraine-humanitarian-needs-and-response-plan-2024-december-2023-enuk
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Agricultural damages: $10.3bn

The damages represent the monetary value of physical assets damaged or destroyed during
the RF invasion. Two years into the invasion, the total damages amount ro $10.3 billion, indi-
cating an 18% increase from the previous year. The relatively moderate pace of this increase
from the previous year. The relatively moderate pace of this increase can be attributed to a
significant portion of assets in regions with ongoing ground battles already being destroyed in
the initial year of the invasion. The top three regions that incurred the most substantial dam-
ages are Zaporizhya, Kherson, and Luhansk, collectively representing 65% of the total dam-
ages.

Breakdown of damages by category

. AGRICULTURAL MACHINERY 56,7%
OUTPUTS 18,2%

. STORAGE FACILITIES 17,5%
PERENNIAL CROPS 3,9%

. LIVESTOCK 2,5%

. AQUACULTURE & FISHERIES 0,3%

INPUTS 0,9%

Agricultural machinery: $5.8bn in damages

This is hurting more than just feeding millions in Asia, Africa and
Ukrainians. The rich black soil north of  the Middle East. When Russia’s 2022
the Black Sea was the breadbasket of invasion disrupted Ukraine’s produc-
the globe. It provided the World Food  tion and exports food prices soared to
Programme with 50% of its wheat, record levels and 13mn extra people


https://www.europarl.europa.eu/RegData/etudes/BRIE/2022/733667/EPRS_BRI(2022)733667_EN.pdf

88 UKRAINE: COST OF INACTION

Chapter 2: Geoeconomic risks and opportunity | MAY 2024

Agricultural losses: $69.8bn

In addition to damages, which involve the destruction of physical assets, Ukranian agricultur-
al producers are confronted with losses-foregone revenues due to lower production, reduced
prices and increased production costs. Unlike damages, which are localised in areas affected
by the ground battles - losses affect agribusinesses all over Ukraine.

Breakdown of losses by category

N

4

Source: Neyter, Roman et al. (2024).
Agricultural war damages, losses, and needs review.

around the world were placed at risk of
hunger.??? Thanks to new transit routes
through the EU and the military’s
success in neutralising the Russian
navy’s efforts to choke Black Sea trade,
Ukraine’s agricultural exports have
bounced back. Ukraine is expected to
ship 17.7mn tonnes of wheat in the
2023-2024 growing season. 23°

. ANNUAL CROP PRODUCTION 49,2%
. LOWER OUTPUT PRICES 34,6%

. LIVESTOCK PRODUCTION 8,1%
. HIGHER INPUT PRICES 6,4%

. PERENNIAL CROP PRODUCTION 1,1%

However, those shipments remain
vulnerable. Ukrainian farmers warn
the war risks bringing lower yields and
higher prices for consumers in the EU
and elsewhere this year.?®* The longer
insufficient international support to
Ukraine allows Russia’s aggression to
rumble on, the greater the risk of new
price shocks and food shortages. In the
longer-term, if Russia can achieve its


https://www.fao.org/fileadmin/user_upload/faoweb/2022/Info-Note-Ukraine-Russian-Federation.pdf
https://www.fao.org/fileadmin/user_upload/faoweb/2022/Info-Note-Ukraine-Russian-Federation.pdf
https://www.world-grain.com/articles/19589-ukraine-grain-exports-on-the-rise
https://www.swissinfo.ch/spa/ucrania-espera-este-año-una-menor-cosecha-de-grano%2C-lo-que-tendrá-una-repercusión-global/75986149
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objectives of seizing most — or all — of
Ukraine’s agricultural land and occu-
pying its remaining ports like Odesa
and Izmail, Moscow could further
weaponise food exports, hiking pric-
es for Europe, as well as bribing and
blackmailing its way to greater global
influence.

Ukraine has long been an agricultural
powerhouse. Before February 2022,
its farmland covered 41.3mn hectares,
dominated by wheat, corn and sun-
flowers. It’s 32.7mn hectares of arable
land equal about one-third of the EU’s
total and exceed that of the Union’s
two largest grain producers — France
and Spain — combined. 23223 Highly
fertile chornozem (black earth) soils
cover much of its territory. Agriculture,
fishing and forestry accounted for 10%
of Ukraine’s GDP before the full-scale
invasion, compared to 1.8% in France,
2.3% in Spain or 2.8% in Poland. 23
The sector employed 2.5mn people
or 14% of total employment.?®5 Its
wheat yields per hectare remain be-
low the most efficient EU producers,
but have grown fast to 4.53 tonnes in
2021, from 1.98 tonnes in 2000. That
compares to 7.58 tonnes in Germany,
7 tonnes in France or 5.2 tonnes in
Poland 23¢, In 2021, Ukraine provided
half the world’s sunflower oil exports, a
third of world barley, 16% of maize and
12% of wheat. Agriculture represented
41% of Ukraine’s exports, up from 27%
in 2013. %37

Beyond those cold facts, rural life
lies at the heart of Ukrainian identity
and culture. Images of wheat-cov-
ered steppes run through the verses
of national poet Taras Shevchenko,
wheat and sunflower motifs decorate
traditional costumes and festivals, the
national flag reflects blue skies over
fields of golden wheat.

Ukraine’s agriculture is also key to
fighting world hunger. The World Food
Programme says Ukraine was providing
enough to feed 400mn people before
the war. 238 Besides supplying half the
WFP’s wheat, 92% of Ukraine’s wheat
exports in the five years up to 2021
went to countries in Africa, Asia and the
Middle East, led by Egypt, Indonesia
and Bangladesh. 2 Several vulnerable
countries including Somalia, Lebanon,
Eritrea and Mauritania got over 40% of
their wheat from Ukraine. 24°

The war has put all that at risk.
Ukraine’s cultivated land shrunk by the
size of Belgium in 2022. Production
fell 40% in the first year of the war
due to destruction, occupation, land-
mines and the loss of manpower as
Ukrainians joined the armed forces or
sought safety away from frontline farm-
land. Demining could take a decade.
In their initial advances, the Russians
routinely pillaged Ukrainian food stocks
and carried off grain to be sold as their
own. 2** Their air and artillery attacks
continue to pummel agricultural


https://ukrstat.gov.ua/druk/publicat/kat_u/2023/zb/09/S_gos_22.pdf
https://data.worldbank.org/indicator/NV.AGR.TOTL.ZS?locations=UA
https://data.worldbank.org/indicator/NV.AGR.TOTL.ZS?locations=UA
https://www.fao.org/3/cb9443en/cb9443en.pdf
https://ourworldindata.org/grapher/wheat-yields?tab=chart&country=~UKR
https://www.europarl.europa.eu/RegData/etudes/BRIE/2024/760432/EPRS_BRI(2024)760432_EN.pdf
https://www.wfp.org/countries/ukraine
https://www.consilium.europa.eu/en/infographics/how-the-russian-invasion-of-ukraine-has-further-aggravated-the-global-food-crisis/
https://www.consilium.europa.eu/en/infographics/how-the-russian-invasion-of-ukraine-has-further-aggravated-the-global-food-crisis/
https://www.fao.org/3/cb9236en/cb9236en.pdf
https://www.fao.org/3/cb9236en/cb9236en.pdf
https://www.nato-pa.int/download-file?filename=/sites/default/files/2023-10/016%20CDS%2023%20E%20rev.%202%20fin%20-%20FOOD%20SECURITY%20-%20DZEROWICZ%20REPORT.pdf
https://www.nato-pa.int/download-file?filename=/sites/default/files/2023-10/016%20CDS%2023%20E%20rev.%202%20fin%20-%20FOOD%20SECURITY%20-%20DZEROWICZ%20REPORT.pdf
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storage and production infrastructure.
The $56.3bn in recovery needs for the
agricultural sector calculated by the
Kyiv School of Economics in February
was almost double the previous year’s
assessment. 242

“The war has affected us terribly,” says
Oleksandra Avramenko, Head of the
European Integration Committee of the
Ukrainian Agribusiness Club. “We keep
managing to survive only because we
are resilient [...] we can only rely on
our efficiency and creative thinking.
We have not recovered at all; Ukrainian
agricultural producers are suffering
losses for the third year in a row.”243

As the war drags, finding personnel
to work the land is increasingly prob-
lematic. “People have been called to
serve, especially those guys that used
to drive trucks, combines and tractors,
and all that complicated Western ma-
chinery. They have been called to serve
because they have an understanding of
how European tanks are driven. That’s
why we now have women learning to
drive combines,” Avramenko adds. 24

Russia’s early efforts to strangle
Ukraine’s Black Sea exports caused
global disruption, adding to what the
WEFP warned was “tsunami” of hunger.
Inthe immediate aftermath of Russia’s
full-scale invasion cereal prices surged
300% in Somalia; basic food needs
rose by over 350% in Lebanon and by

over 90% in Syria. Support from the
EU which opened up ‘solidarity lanes’
for Ukraine exports overland and along
the Danube, combined with the suc-
cess of the Ukrainian Armed Forces
in reopening up Black Sea routes in
the face of Russia’s attacks means
Ukraine’s agriculture can help curb in-
flation in the EU and reach the world’s
hungry. Last year, the WFP actually
increased the share of wheat it gets
from Ukraine, and exports have topped
5mn tonnes per month over the first
quarter of 2024. 245 Under the ‘Grain
from Ukraine’ programme launched in
conjunction with the WFP and partner
nations, Ukraine is sending regular
shipments to needy countries including
Ethiopia, Sudan, Yemen, Afghanistan
and Mozambique. “This collaborative
effort plays a crucial role in alleviating
suffering and maintaining human dig-
nity in areas facing conflict and food
price increase,” David Stevenson, WFP
Country Director in Nigeria, said after
a donation of 25,000 tonnes of wheat
arrived in February. 246

Regardless of the impact of the global
food crisis, Russia continues to target
grain silos and the ports. “These are war
crimes and they further affect Ukraine’s
capacity to transfer their food products
towards those in need in the world,”
Romanian President Klaus Iohannis
tweeted after an attack on Izmail, near
the border with his country.?4” So far,
Russian strikes have failed to stem the


https://kse.ua/agricultural-war-damages-review/
https://ucab.ua/en
https://www.bbc.com/news/world-61759692
https://www.wfp.org/news/ukrainian-grain-donation-bolsters-wfps-response-northeast-nigeria-amidst-inflation-and-food
https://www.wfp.org/news/ukrainian-grain-donation-bolsters-wfps-response-northeast-nigeria-amidst-inflation-and-food
https://twitter.com/KlausIohannis/status/1686655318120366080?s=20
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flow of Ukrainian grain to the world.
Still, if lack of support further depletes
Ukraine’s air defence or allows Russia
to advance along the Black Sea coast,
the risk to the world’s poor would be
immediate. “Any disturbance to the
Black Sea shipping routes in general,
including attacks on infrastructure or
vessels, would result in an increase in
insurance premiums, make the routes
commercially unviable, and put an
upward pressure on both the level and
volatility of food prices,” warns the UN’s
Food and Agriculture Organisation.
The FAO estimates Russia’s war has
increased the number of people likely
to face chronic undernourishment by
23mn.248

Over the longer-term, the FAO and
Ukrainian farm organisations warn the
hazards and costs of operating under
wartime conditions will force more
farmers away from the land, or force a
switch away from bulk crops, exacer-
bating inflation and hunger. Right now,
the sector desperately needs liquidity,
insurance guarantees and investments.
Even with the war, the state investment
agency Ukrainelnvest believes invest-
ment in modernisation and irrigation
could quickly double food exports.?4®
“The investment potential is huge,”
says Avramenko, of the Agribusiness
Club. “Given that Ukraine is a guarantor
of food security in different products,
it could be very interesting for foreign

companies to work in Ukrainian agri-
culture. We understand right now that
it is not that easy, there are war risks
but these can be covered.” In partic-
ular, she sees major investment po-
tential in processing plants so Ukraine
can export more consumer goods and
develop bio-methane and other green
agro-industrial products. 2%°

Foreign investment is coming, despite
the war. German giant Bayer, which
employs 700 people in Ukraine, last
year announced a €E60mn investment
in a corn seed facility.?’* “The unique
selling point of being a part of the
country’s development during chal-
lenging times cannot be overstated for
companies considering investment in
Ukraine,” Oliver Gierlichs, Managing
Director of Bayer Ukraine, told the Kyiv
Independent in February. “Investing
now allows companies to become in-
tegral contributors to Ukraine’s future,
earning them a unique position.” 252

The prospect of Ukraine’s EU member-
ship since the Union’s December deci-
sion to start accession negotiations, is
heightening investor interest. However,
as in previous EU enlargements, ag-
riculture is already shaping up as the
most contentious issue. The Russian
navy was unable to stop Ukrainian
exports through the Black Sea, but
Polish farmers succeeded in blocking
overland trade. The protests have cost


https://www.fao.org/3/nn735en/nn735en.pdf
https://ukraineinvest.gov.ua/wp-content/uploads/2023/05/Agrifood.pdf
https://www.bayer.com/media/en-us/bayer-to-invest-a-total-of-60-million-euros-in-its-ukrainian-seed-production-site/
https://kyivindependent.com/talking-business-in-ukraine-conversation-with-pharmaceutical-and-agricultural-giant-bayer-on-war-and-investing-in-ukraines-future/
https://kyivindependent.com/talking-business-in-ukraine-conversation-with-pharmaceutical-and-agricultural-giant-bayer-on-war-and-investing-in-ukraines-future/
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hundreds of millions in lost revenue
and seen thousands of Ukrainian trucks
backed up at frontier posts. Images of
Poles severing a vital economic lifeline,
spilling grain and brandishing pro-Putin
placards has left Ukrainians feeling be-
trayed. “While Ukraine is getting killed
on the Russian side it is getting choked
on the border with Poland. It brings
enormous financial losses for Ukraine,
but the losses are also in terms of spirit
and the feeling that the world is with
us,” says Olexander Scherba, ambas-
sador at large in the Ukrainian Foreign
Ministry. “It is extremely sad to see
Poland, the country that showed itself
as compassionate, Christian in the best
sense of that word, all of a sudden peo-
ple from that country acting in the most
un-Christian way.”?53

The protesters complain Ukrainian
grain that was supposed to transit the
country has stayed, driving down prices
for local farmers, but reports suggest
they are encouraged by pro-Russian el-
ements. 254 If so, they have succeeded
in undermining the close ties between
the European neighbours. “Blocking
the Polish border, this is the craziest
thing that can happen for Ukraine in
war. First and foremost, we took it very
emotionally,” says Avramenko. “All that
spilled grain, this is a show of such
disrespect to us. This grain has been
sown under shelling, saved from fire,
harvested under shelling and then it

was spilled by our Polish partners on
the border. How is that even possible?
[...] The only winner is Russia and
Russian propaganda.” 25°

Ukrainian officials argue the EU could
go some way to calm farmers’ concerns
over cheap imports, by halting imports
of Russian food. Russian grain is ex-
empted from sanctions and sales in
the EU reached €1.3bn last year. Latest
figures show the EU imports 3.5% of
its common wheat from Russia, 21%
of durum wheat, 41% of rapeseed
meal and over 95% of its rye.?%¢ In
response, the European Commission in
March proposed tariffs to curtail grain
and oilseed imports from Russia and
Belarus. Latvia has unilaterally banned
Russian food products and other EU
countries — including Poland — may
follow suit.?57

The standoff on the Polish border un-
derscores that the dangers of inaction
go beyond failing to provide military
support. Western governments must
do more to counter Russian disinfor-
mation and destabilisation; and crank
up positive messaging on the benefits
a Ukrainian victory and integration into
euro-Atlantic structures will be bring
for citizens. Communication on food
and farming is crucial as Ukraine draws
closer to the EU. Just as they railed
against the prospect of Spain or Poland
joining in earlier enlargements, farmers


https://www.economist.com/europe/2024/04/02/poles-and-ukrainians-are-at-loggerheads-thats-good-news-for-vladimir-putin
https://circabc.europa.eu/sd/a/87580c36-b1f2-4994-a8fe-f8ded3b3561b/RICE%20TAXUD_Surv.pdf
https://circabc.europa.eu/sd/a/87580c36-b1f2-4994-a8fe-f8ded3b3561b/RICE%20TAXUD_Surv.pdf
https://ec.europa.eu/commission/presscorner/detail/en/ip_24_1652
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of some EU members are firing off dire
warnings about the impact of Ukrainian
membership. “Ukraine’s entry into the
European Union would be a catastro-
phe for European farming,” Arnaud
Rousseau, president of France’s FNSEA
farmers union has warned. 2°®

The scale and structure of Ukraine’s
agriculture means the EU will need to
reform its Common Agricultural Policy
—which pays out €59bn a year in subsi-
dies 259 — before Ukraine joins.However,
absorbing Ukraine’s huge farming
potential can have major benefits for
EU consumers with lower prices and
strengthened food security. “Europe
is importing from Brazil, Argentina
and lots of other countries. When
Ukraine actually enters, we can close
those gaps (in EU food supply). This is
strengthening the food sovereignty of
the Union itself,” says Avramenko. 2¢°

Ukraine overtook the USin 2022 to be-
come the EU’s third largest food sup-
plier, after Brazil and the UK. Ukraine
currently runs an agri-food trade sur-
plus with the EU, accounting for 8%
of EU imports worth €13bn in 2022,
but it mainly sells grain and other raw
materials which are processed into ba-
guettes, brétchen and other consumer
edibles in the EU, creating jobs and
added value.?* In addition, Ukraine

imports EU farm products worth over
€2.8 bn — from French wine to Spanish
jamédn. That market will expand as a
victorious Ukraine recovers from the
war and moves closer to the EU.2¢62

As an EU partner and eventual mem-
ber, Ukraine will strengthen Europe’s
ties with countries in Africa, Asia and
the Middle East through fair and re-
liable agricultural exports to cement
economic partnerships and counter
the malign influence of Russia and
other authoritarian powers. “The EU
would become the biggest food pro-
vider in the world. That will bring soft
power,” Avramenko notes. “Ukraine
produces relatively cheaply and with
a good-quality product that can be ex-
ported to those countries that cannot
afford buying French wheat [...] and it
does not give another tool for Russia
to use again Europe and against the
developed countries. Russia already
uses food and hunger as a weapon.” 263

Where Ukraine’s farmland and ports
fall into its clutches, the Kremlin would
gain powerful tools to destabilise the
West by manipulating food prices and
to extend its global influence by getting
countries in Africa, the Middle East and
Asia hooked on Russian-controlled
food sales. Russian officials have
made no secret of their use of food as


https://www.lafranceagricole.fr/syndicats/article/848170/arnaud-rousseau-ne-veut-pas-voir-l-ukraine-entrer-dans-l-union-europeenne
https://farmsubsidy.org/
https://agriculture.ec.europa.eu/document/download/7b271dbb-cc64-4191-acc1-f7c6ddda3478_en?filename=monitoring-agri-food-trade_dec2022_en.pdf
https://agriculture.ec.europa.eu/document/download/7b271dbb-cc64-4191-acc1-f7c6ddda3478_en?filename=monitoring-agri-food-trade_dec2022_en.pdf
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a ‘silent weapon’ to that end. There are warnings, too,
that Russia could provoke food shortages in dependent
countries to trigger migration crises in Europe. 24

As Canadian lawmaker Julie Dzerowicz put it in a recent
report for the NATO Parliamentary Assembly: “Russia
is not only weaponizing food but also instrumentalising
it to advance its strategic interests, finance its criminal
and imperialist policies, create dependencies and
foster alliances with friendly governments. The Allies
cannot let authoritarian states exploit food insecurity
and the suffering which it causes to achieve their own
malicious goals of promoting their repressive regimes
and undermining the global liberal order.” 265


https://www.csis.org/analysis/food-silent-weapon-russias-gains-and-ukraines-losses
https://www.nato-pa.int/download-file?filename=/sites/default/files/2023-10/016%20CDS%2023%20E%20rev.%202%20fin%20-%20FOOD%20SECURITY%20-%20DZEROWICZ%20REPORT.pdf
https://www.nato-pa.int/download-file?filename=/sites/default/files/2023-10/016%20CDS%2023%20E%20rev.%202%20fin%20-%20FOOD%20SECURITY%20-%20DZEROWICZ%20REPORT.pdf
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AN ENERGY PARTNER FOR THE
GREEN TRANSITION

“We and our partners will not wait for the end of the
war to invest in a greener future. Today, we are busy
restoring what the occupier is destroying and building a
new energy system,” Maxim Timchenko, CEO of DTEK,
Ukraine’s largest private energy investor, December
2023. 266

Ukraine’s potential as an energy partner is immense.
It has some of Europe’s biggest reserves of oil and
gas. At the height of a war where Russia has prioritised
attacks on energy infrastructure, Ukraine has managed
to export electricity to Western neighbours and offer
gas storage, to consumer prices and bolster energy
security. Ukraine’s gas transit network is the world’s
largest.

Beyond fossil fuels, Ukraine offers major economic op-
portunities in modernising its nuclear and hydro plants.
Ukraine has launched an ambitious green transition
to maximise solar and wind generation, along with
hydrogen and methane production. Moves to explore
what might be Europe’s biggest lithium reserves were
gaining speed before Russia’s full-scale invasion.

Western inaction puts all that potential at risk. With
air defences weakened by a lack of weapons supplies,
Ukraine’s energy infrastructure is being blasted nightly.
Every attack pushes up the price of repair and recovery.


https://www.vestas.com/en/media/company-news/2023/vestas-and-dtek-sign-mou-on-ukraine-s-largest-wind-ener-c3887258
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Were Putin to conquer the south and
east of Ukraine, Russia would control
almost all Ukraine’s coal reserves, 72%
of its natural gas, half its conventional
oil and most of its likely reserves of
lithium and other critical minerals.
If it seizes Ukraine’s pipeline and
storage facilities, expect Moscow to
get European nations re-hooked on
its gas. Ukraine’s goal of becoming a
clean-energy partner for Europe would
go up in smoke. 2¢7

Ukraine long ago embarked on tran-
sitioning away from its traditional
reliance on coal, oil and gas. The share
of coal in energy supply fell by 46%
from 2000 to 2021. Although coal still
represents 23% of the total, Ukraine
now gets more power from natural
gas and, above all, nuclear. Over
the first 20 years of the millennium,
Ukraine’s renewable use rose almost
600% to 9% of energy consumption.

The government aims to triple that by
2030, even during wartime and seeks
$21.6bn in investments to cover the
cost. 268

Fossil fuels, especially gas, will still
be important during Ukraine’s energy
transition. Ukraine has Europe’s sec-
ond-largest proven gas reserves and
fifth-largest oil reserves.?¢” Gas output
is increasing during wartime. In 2023,
Ukraine pumped 7% more to achieve
self-sufficiency. “Getting through win-
ter using domestically produced gas
only is, I think, the greatest moment
in Ukraine’s energy history,” Oleksiy
Chernyshov, CEO of the state-owned
energy company Naftogaz, said in
March. “We have enormous reserves.
I'm sure Ukraine is on its way to be-
coming a net contributor of gas within
the next few years and it is essential
geopolitically to play this role.”


https://foreignpolicy.com/2022/04/28/ukraine-war-russia-resources-energy-oil-gas-commodities-agriculture/
https://www.iea.org/countries/ukraine/coal
https://www.iea.org/countries/ukraine/coal
https://www.cia.gov/the-world-factbook/about/archives/2021/field/natural-gas-proved-reserves/country-comparison
https://www.cia.gov/the-world-factbook/about/archives/2021/field/natural-gas-proved-reserves/country-comparison
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International help is needed to capital-
ise on that potential. “Many fields are
depleted. We can do more, but need
more investment in exploration and
development,” says Olena Pavlenko,
President of energy think tank DiXi
Group. “We have to find international
partners, who can go into the depleted
fields.”?7*

Some estimates suggest Ukraine’s
actual gas reserves may be five times
proven deposits, much of it off the
Crimean coast.?”? That underscores
the importance of helping Ukraine
liberate the occupied territories and
ensure Russia does not get its hands
permanently on the stolen resources.
Canadian research group SecDev esti-
mates Russia has grabbed energy and
mineral deposits worth $12.5tn and — if
not pushed back —would retain control
of two-thirds of Ukraine’s energy and
mineral resources.?’

Ukraine’s gas storage facilities already
provide price and security benefits
to European consumers. Located
mostly in western Ukraine, are 30bn
cubic metres (Bcm) of underground
storage, equivalent to one-third of
the EU total.?’ This year, Naftogas
is offering a third of its capacity to
other European countries. Aware of
their value to Ukraine and its Western
partners, Russia intensified attacks on
storage facilities in early 2024. The at-
tacks caused price spikes and surface
damage but did not affect operations
or harm the underground storage.?’®
“They are already providing many
services for European companies,”
Pavlenko says. “This could be a good
business for the future. If you look at
European markets, one of elements
that makes gas affordable, it is to have
predictable storage, Ukrainian gas
storage could be such a solution for
eastern Europe.”?7¢


https://dixigroup.org/en/home-en/
https://dixigroup.org/en/home-en/
https://foreignpolicy.com/2022/04/28/ukraine-war-russia-resources-energy-oil-gas-commodities-agriculture/
https://www.washingtonpost.com/world/2022/08/10/ukraine-russia-energy-mineral-wealth/
https://www.energypolicy.columbia.edu/ukraines-underused-gas-storage-capacity/
https://www.energypolicy.columbia.edu/ukraines-underused-gas-storage-capacity/
https://www.bnnbloomberg.ca/russia-attacks-ukraine-gas-storage-sites-driving-prices-higher-1.2057844
https://www.bnnbloomberg.ca/russia-attacks-ukraine-gas-storage-sites-driving-prices-higher-1.2057844

99 UKRAINE: COST OF INACTION

Chapter 2: Geoeconomic risks and opportunity | MAY 2024

TOTAL PRIMARY ENERGY SUPPLY BY ENERGY SOURCE,

MILLION TONNES OF OIL EQUIVALENT (MTOE), UKRAINE

2000-2020

B con
. HYDRO

I crupeon

. WIND AND SOLAR . BIOENERGY

[7] onprobucrs

Total:

2010

2000

Source: State Statistic Service of Ukraine

Ukraine’s synchronisation with the
European grid has helped keep power
on despite Russia’s attacks on energy
infrastructure. It has also permitted
Ukraine to export electricity to Moldova
and eastern members of the EU, again
contributing to energy security and
lower prices. Transfers between the
two grids rose 77% from 2021 to
2023.277In March, the Ukrenergo trans-
mission company announced record
exports to Hungary, Moldova, Romania,
Poland and Slovakia. However, drone
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and missile strikes have interrupted
flows down the interconnectors and,
here too, international military and
financial support is essential to protect
and modernise installations.?”®

Russian gas still flows through
Ukraine’s pipelines to EU countries that
are unable to kick the Gazprom habit,
notably Austria and Slovakia. However,
the 1.29Bcm transited in January 2024
was 67% down on pre-war levels. It
will likely come to a halt this year, when


https://energy.ec.europa.eu/news/2-years-ukraine-and-moldova-synchronised-electricity-grids-eu-2024-03-15_en
https://kyivindependent.com/ukrenergo-ukraine-plans-record-electricity-exports-to-5-countries/
https://kyivindependent.com/ukrenergo-ukraine-plans-record-electricity-exports-to-5-countries/
https://www.spglobal.com/commodityinsights/en/market-insights/latest-news/natural-gas/021324-eu-would-cope-if-russian-gas-transit-via-ukraine-halted-ecs-simson
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Ukraine’s transit contract with Gazprom
terminates.?’”? Without Russian gas,
Ukraine’s network could be retooled to
pump into the EU from other sources,
such as Azerbaijan, Central Asia or the
Middle East, if sufficient investment
becomes available. Another possibili-
ty is using the pipelines to ship green
hydrogen. In 2021, companies from
Germany, Slovakia, Ukraine and the
Czech Republic launched a ‘hydrogen
highway’ initiative to link production
centres in Ukraine with EU markets.?°
“Ukraine is a very promising future ma-
jor supply area of hydrogen, that offers
excellent conditions for large-scale,
green hydrogen production,” the com-
panies noted. Like other options for
Ukraine to contribute to Europe’s green
energy transition, this is threatened by
Russia’s war aims. If Moscow snatch-
es eastern and southern Ukraine, it
will likely increase emissions using
Ukrainian coal and ferment division
in Europe by offering cut-price gas
through Ukrainian pipelines. “If the
war ends favourably for Russia, there
will be some European nations — you
can guess which ones - who will be
quite comfortable with that, thinking
they can return to business as usual,”
cautions a NATO analyst. 28t

According to World Bank estimates,
rebuilding Ukraine’s power genera-
tion will cost $40.4bn over the next
decade.?®? That number rises almost

every night as Russian missiles and
drones evade depleted air defences.
In line with EU accession aspirations,
Ukraine is committed to building back
greener. It has ambitious targets for
expanding renewables in the energy
mix to 25% by 2030, phasing out
coal by 2035 and closing in on carbon
neutrality by 2050 28, Experts agree
that the country has enormous green
energy potential. Some estimates
suggest Ukraine’s solar production
could exceed one-third of current EU
output, and wind power goes even
further, especially if offshore farms are
developed in the Black Sea. 284 A UN
report last year suggested wind and
solar could provide 69% of Ukraine’s
energy by 2050. 28

European officials acknowledge that
wartime reality may bite into such
optimistic green scenarios. “This is a
country at war and there needs to be a
certain realism,” said one. “If much of
your energy production is destroyed,
the energy source is not the most im-
portant thing.”?®¢ Though the war has
set back Ukraine’s green transition, it
has also forced adaptation. Russia’s
seizure of Donbas coal boosted alter-
native energy sources. Attacks on large
infrastructure are prompting a switch
to smaller, decentralised plants — in-
cluding solar and wind units — which
make a harder target. “When we have
hundreds of small power plants that


https://www.cehc.eu/cehc-project/
https://www.cehc.eu/cehc-project/
https://saee.gov.ua/sites/default/files/DraftNPDVE_2030_SAEE_21_09_2022.pdf
https://www.atlanticcouncil.org/blogs/ukrainealert/ukraine-expands-eu-energy-exports-in-fresh-display-of-wartime-resilience/
https://unece.org/sites/default/files/2023-07/EN_Rebuilding%20Ukraine%20with%20a%20Resilient%20Carbon-Neutral%20Energy%20System_V8.pdf
https://unece.org/sites/default/files/2023-07/EN_Rebuilding%20Ukraine%20with%20a%20Resilient%20Carbon-Neutral%20Energy%20System_V8.pdf
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will be located near consumers [...]
then it will be practically impossible, or
at least very expensive, to fire missiles
at small objects,” Andrii Gerus, head
of the Energy Committee in Ukraine’s
Parliament said recently.?®”

Forward-thinking Western companies
are already investing in Ukraine’s
energy future. Vestas is working with
Ukraine’s DTEK to develop the coun-
try’s biggest wind park in the southern
Mykolaiv region.?®® In April, construc-
tion began on Ukraine’s first post-Sovi-
et nuclear reactor, in partnership with
Westinghouse of the United States. The
Khmelnytski plant will boost nuclear
energy, which already generates over
half of Ukraine’s electricity. A further
nine reactors are scheduled using
Westinghouse technology. “This is a
major geopolitical project of common
interest for Ukraine and the US,” Energy
Minister German Galushchenko said as
the first block was laid. “The technol-
ogies that we will build and develop
together will push Russians out of the
European nuclear energy market.”?8?

Strategic minerals present rich oppor-
tunities for Ukraine and its Western
partners. Ukraine holds reserves in 21
of the 34 minerals identified as critical
by the EU. It’s already a top ten produc-
er of titanium, kaolin, manganese, iron

ore, zirconium, gallium, germanium
and uranium. However, it is as-yet-
untapped lithium deposits that are
causing the biggest buzz. Estimates put
reserves between 500,000 and several
million tonnes. 2°* Experts caution that
such forecasts are preliminary and that
exploration and development will take
years. However, ahead of Russia’s full-
scale invasion, international interest in-
tensified. Ukraine and the EU launched
a strategic partnership on critical min-
erals in July 2021 and months later
an Australian company invested in two
potentially lucrative lithium deposits.??
293 South Korea is also reaching out to
harness Ukraine’s lithium potential for
its battery industry.2%

European Commission President
Ursula von der Leyen says “rare earths
are already replacing gas and oil at
the heart of our economy” and insists
“we have to avoid falling into the same
dependency as with oil and gas.”??5 As
Ukraine moves towards EU member-
ship, developing its deposits would be
a major step towards avoiding reliance
on imports. However, without action to
keep those resources out of Moscow’s
clutches, Europe and the wider West
will again be vulnerable to Russian
energy dependence.


https://ubn.news/given-the-continued-russian-missile-attacks-ukraine-will-have-to-change-the-structure-of-its-energy-system/
https://www.vestas.com/en/media/company-news/2023/vestas-and-dtek-sign-mou-on-ukraine-s-largest-wind-ener-c3887258
https://energoatom.com.ua/en/post/1713
http://miningworld.com.ua/en-GB/otrasl/otrasl.aspx
http://miningworld.com.ua/en-GB/otrasl/otrasl.aspx
https://www.researchgate.net/publication/358781810_PROSPECTS_OF_DEVELOPMENT_OF_LITHIUM_RESOURCE_BASE_IN_UKRAINE
https://ec.europa.eu/commission/presscorner/detail/en/ip_21_3633
https://europeanlithium.com/wp-content/uploads/2021/11/211103-Announcement-Millstone-transaction.pdf
https://eastasiaforum.org/2024/01/27/south-korea-ukraine-partnership-charged-with-reenergising-europes-battery-market/
https://ec.europa.eu/commission/presscorner/detail/en/speech_22_5493
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Russia’s war on Ukraine is also an ongoing ecological
catastrophe. The Kyiv-based campaign group Ecoaction
estimates the war caused greenhouse gas emissions of
150mn tonnes during the first 18 months, close to the
annual output of the Netherlands.??¢27 Another report
in November priced environmental damage at over
$62bn. Examples ranged from the flooding of fragile
ecosystems when Russia blew the Nova Kakhovka Dam
in June 2023 to the death of hundreds of Black Sea
dolphins blamed on Russian military sonar or wildfires
that have ravaged an area the size of Belgium.2® More
eco-crimes will occur if international inaction allows
Russia to advance further. Appalling as they are, such
impacts could pale into insignificance, if Russia contin-
ues its reckless behaviour at the occupied Zaporizhzhia
nuclear plant, Europe’s largest.??

The consequences of Western inaction allowing Russia
to prevail would be disastrous for the environment and
constitute a major threat to European energy security
and supply. Russian control of Ukraine’s networks and
assets would give it new levers to exercise economic
sway over EU countries, retard the green transition
and increase the risk of price shocks for European
consumers.


https://en.ecoaction.org.ua/climate-damage-by-russia-18-months.html
https://www.topleadprojects.com/environmental-project-main
https://www.topleadprojects.com/environmental-project-main
https://www.oecd-nea.org/jcms/pl_66130/ukraine-current-status-of-nuclear-power-installations
https://www.oecd-nea.org/jcms/pl_66130/ukraine-current-status-of-nuclear-power-installations

Shutterstock: military soldier
controls drone for reconnaissance
operation of ' enemy positions.



https://www.shutterstock.com/image-photo/military-soldier-controls-drone-reconnaissance-operation-2214263193
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PROTECTING A DEFENCE TECH
POWERHOUSE

“Ukrainian technologists have every opportunity to
become, not simply Europe’s digital backbone, but
Europe’s digital frontier,” Penny Pritzker, U.S. Special
Representative For Ukraine’s Economic Recovery,
February 2024, 30

Ukraine’s tech sector was rushing ahead before the war
hit. Since Russia’s full-scale invasion, the imperative of
military and civilian adaptation has upped the pace of
technological progress. Ukraine now draws compar-
isons with Estonia for its tech entrepreneurship and
rollout of e-governance and with Israel for its dynamic
mil-tech capabilities. This story of innovation under fire
presents a major opportunity for Europe and the West.
As it approaches EU membership, Ukraine can make
a valuable contribution to Europe’s digital economy
and add to security in vital areas from attack drones to
cyber defence. For that to happen, US and European
support for Ukraine’s economy and armed forces are
essential. Without it, Ukraine’s tech know-how risks
falling into Russian hands and being turned against
Western interests with ruinous effects.

The value of Ukraine’s computer services exports
grew from $400mn in 2010 to $7.3bn in 2022. Tech
services account for 7.3% of Ukraine’s exports, the
second most valuable sector after agriculture. They
contribute 4.6% of GDP.3°* The sector’s over 360,000


https://www.state.gov/special-representative-pritzkers-remarks-on-ukraines-economic-recovery/
https://itukraine.org.ua/files/ITIGUIT.pdf
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IT specialists are rated among the
world’s best.02 Although attention has
focused on defence tech, the sector re-
mains diverse. Cutting-edge operators
are active in artificial intelligence [AI],
cyber-security, fintech, gaming, data
management, agri-tech, nanotechnol-
ogy, e-commerce and more.

“Ukraine’s tech sector has solidified its
role as a critical player in the national
economy and a significant player on
the global stage,” says Valeriya Ionan,
Ukraine’s Deputy Minister of Digital
Transformation and Friends of Europe
European Young Leader (EYL40).
“We’ve rapidly evolved from partial to
complete digital integration, facilitating
essential services during the crisis.
This transformation strengthens our
national resilience and sets a prece-
dent for global digital innovation.”

Despite the war, Ukraine rose in
the World Intellectual Property
Organisation’s 2023 Global Innovation
Index to third place in its income group

and notched up global top 10 scores
in fields such as highly-qualified fe-
male participation in the knowledge
economy, registrations of innovation
patents and share of ICT services in
total exports.304

“This is an advanced society; as
we've seen, they’re incredibly savvy
with technology,” Karin von Hippel,
Director-General of London’s Royal
United Services Institute (RUSI), told
the Financial Times recently. “We've
heard tech experts say that if you look
at the world now, the United States is
first, Israel second, and many people
think Ukraine is already third because
of the advances that they’ve made
in terms of innovation, the way that
they’ve used technology.”30

Ukrainian start-ups were worth a com-
bined $28bn in the spring of 2024, a
tie with Estonia and exceeded only by
Poland in Central and Eastern Europe,
according to data site Dealroom.co.
The sector’s combined enterprise


https://nearshorefriends.de/
https://www.wipo.int/edocs/pubdocs/en/wipo-pub-2000-2023-en-main-report-global-innovation-index-2023-16th-edition.pdf
https://www.wipo.int/edocs/pubdocs/en/wipo-pub-2000-2023-en-main-report-global-innovation-index-2023-16th-edition.pdf
https://www.ft.com/content/898cc60d-0eb6-4fd5-b198-532d510f52be
https://dealroom.co/uploaded/2024/03/Dealroom-CEE-Report-2024-Uniqa-Cogito.pdf?x67760

106 UKRAINE: COST OF INACTION

Chapter 2: Geoeconomic risks and opportunity |

value grew 4.2% over the past five
years, double the European aver-
age.?% Among start-ups that received
$1mn in funding, 5.5% have grown
into billion-dollar unicorns, more
than double the European average.
Standouts include DevOps software
developer GitLab, digital writing assis-
tant Grammarly and Al sales platform
People.ai.

Examples of international companies
taking advantage of Ukraine’s high
levels of tech expertise to maintain
R&D centres include Samsung, which
employs over 500 people at its SRUKR
institute in Kyiv, which is focused on cy-
ber security, Al, and augmented reality;
Boeing’s expanding Engineering and
Technology Centre; and Ericsson which
employs over 200 people at its Kyiv
regional expert hub and expanded in
2021 to open a 5G test lab and demo
centre.3%7

Education has been key to tech de-
velopment. Diia.Education, a national

edutainment platform launched in
2020 to enhance digital literacy and
reskill Ukrainians, reached over two
million users, with a 75% success rate.
The platform features micro-learning
modules, interactive simulators and
a job search section. The 2023 ITU
Global Skills Report ranked Ukraine
15th globally and third in Europe for
digital skills, highlighting the success of
Diia.Education’s efforts. Future Perfect,
a complementary program, promotes
English as the language of international
communication in Ukraine, implement-
ing educational reforms and enhancing
English teaching standards to integrate
Ukraine into the global community. The
new Mriia app, currently in beta testing
within 40 schools, aims to revolutionise
education with Al integration, person-
alised learning trajectories and a video
library with Al-validated content.

CDTO Campus, launched by the
Ministry of Digital Transformation
of Ukraine, is an educational project
designed to prepare new digital


https://about.gitlab.com/
https://www.grammarly.com/
https://www.people.ai/
https://www.ericsson.com/en/about-us/company-facts/ericsson-worldwide/ukraine/about-us
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transformation leaders for the public
sector. It equips CDTOs (Chief Digital
Transformation Officers) with skills in
digital strategy, leadership and tech-
nical knowledge, essential for driving
digital reforms across various sectors.
Within the first six months, over 200
students graduated, contributing to
Ukraine’s resilience and success as a
leader in digital transformation.

The state investment agency notes that
“Ukraine has traditionally been one of
Europe’s leading countries in engi-
neering graduates, producing twice
as many annually as nations such as
Britain and Poland.”®% Levels of English
are high. In December 2021, Ukraine
created a new centre of excellence: the
SET University. Standing for Science,
Entrepreneurship, Technology, it aims
to disrupt the education eco-system
through a fusion of business and tech.
“We can’t replicate Silicon Valley,
but we can create something unique,
building on our strengths, using the
best international experience,” Iryna

Volnytska, the university’s president
told Tech Ukraine. “There is a great
mission to make Ukraine an innovation
hub in Europe and this is possible only
through education.” When war came
weeks later, SET introduced a masters
in cyber-defence alongside its cours-
es on Al and computer innovation. It
offers free introductory courses in Al
and business analysis for veterans.3%

The Ukrainian government has encour-
aged tech entrepreneurship, lowered
taxes, facilitated investment and cut
red tape. The government has also
taken itself online. Aiming to create
the ‘state in a smartphone’ Ukraine
has become one of the world’s most
advanced nations for digital public
services.

“The most significant improve-
ments are in service delivery and
digitalisation,” says a report by the
SIGMA (Support for Improvement
in Government and Management)
programme run by the EU and OECD.


https://ukraineinvest.gov.ua/en/industries/innovation-technologies/
https://www.setuniversity.tech/en/
https://techukraine.org/2023/12/08/27515/
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“From an under-average performer
in the area of service delivery in
2018, Ukraine has emerged as the
frontrunner among the EU enlarge-
ment countries in 2023 [...] SIGMA
witnessed a profound transformation
of administrative services in Ukraine.
All key enablers of e-government have
been put in place, and services are
being streamlined and digitalised.”
Ukraine jumped to 46™ place in the
2022 United Nations E-Government
Development Index, up from 82" place
in 2018. It beats the EU average for
online public services 310311

At the heart of this transformation
is Diia — both a digital brand and an
ecosystem of digital products. It is a
game-changer with more than 20 mil-
lion users, 17 digital documents, 30+
services and a digital signature in the
app. The Diia portal has more than 130
services for citizens and businesses
and the fastest business registration
in the world. “We have a big vision, we
are building the most convenient digital
state in the world, without corruption,

without bureaucracy, absolutely pa-
perless and open for everyone,” Tonan
says.?* Thanks to Diia (the word means
‘action’), Ukraine claims the world’s
fastest business registration, with just
30 minutes needed to create a limited
company.®®® “One thing we did very
well in the past few years [...] is the
digitalisation of government,” says
Olga Rudenko, Editor-in-Chief of the
Kyiv Independent and 2024 EYL4O0.
“Diia is great. My passport is there,
and all my documents [...] T pay my
taxes with an app; it takes me a few
seconds. It is something Ukrainians
have been good at. The IT industry is
very strong here.” 314 Diia services have
been expanded since the full-scale
invasion boosting societal resilience
and supporting displaced citizens. A
new innovation is Diia.City is a low-tax,
low-hassle space for IT companies.
Tonan says it will “double the growth
rate of the IT sector, significantly
increase its contribution to Ukraine’s
GDP, and create hundreds of thou-
sands of new jobs”.31°


https://publicadministration.un.org/egovkb/en-us/Data/Country-Information/id/180-Ukraine
https://publicadministration.un.org/egovkb/en-us/Data/Country-Information/id/180-Ukraine
https://ukraine.ua/invest-trade/digitalization/
https://kyivindependent.com/
https://city.diia.gov.ua/
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EU officials acknowledge that Diia has
put Ukraine ahead of most EU member
states in digital public services. Diia
has also been a powerful tool in the
fight against corruption — an app is
never going to ask you for a bribe.31¢
“Digitalisation is among the most
effective tools to combat corruption.
It eliminates bureaucracy, queuing
and paper red tape, thereby removing
opportunities for corruption: from
minor ‘gifts” for document processing
to multi-billion corruption schemes
in construction,” notes Ionan. “Digital
services ensure equality, fairness and
accessibility.”317

As an example of how a successful,
democratic Ukraine can be a valued
partner for the West, it is now work-
ing with the US and Estonia to help
other countries — including Ecuador,
Colombia and Zambia, introduce
similar systems to making governance
easier, quicker and cleaner. With
USAID’s support, Ukraine is exporting
its Diia platform by open-sourcing
its code, allowing other countries to

adopt and launch their digital services.
This collaboration helps Ukraine share
its digital transformation experience
globally, reinforcing its status as a
digital innovation and e-governance
leader. “Diia will be available as open
source so that all democratic coun-
tries worldwide can use the code and
start building their digital state. With
open source, we can not only rapidly
share the experience of Diia with other
countries but also create effective
working relationships on a global
scale. Governments worldwide face
similar challenges, and today, we are
ready to share Ukraine’s experience in
digitalisation.” Valeriya Ionan, Deputy
Minister of Digital Transformation of
Ukraine. 318

Russia’s full-scale invasion saw
Ukraine’s tech sector rush to develop
defence solutions. The country has
a long defence tradition. It was the
world’s 4™ largest arms exporter
until Russia’s invasion of Crimea and
Donbas triggered a refocus on domes-
tic needs. Defence contributes 3.6% to
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GDP. Techies have worked with estab-
lished companies, like the Soviet-era
Luch Design Bureau, to enhance the
Neptune anti-ship missiles used with
deadly effect against Russia’s Black
Sea fleet and now being tweaked into
a long-range version that could strike
deep into Russian territory. Start-ups
have switched from civilian produc-
tion to frontline innovation, making
Ukraine a world beater in drone, cyber
and electronic warfare. “Ukraine’s
cyber warriors, hacktivists and citizen
programmers are turning their patri-
otism into digital innovation,” Penny
Pritzker, US Special Representative
for Ukraine’s Economic Recovery, said
in February. “The inside joke is that
‘every Ukrainian has a drone factory in
their garage’. Those individual patriotic
efforts are helping nurture the next
‘Steve Jobs’ of UAV (Unmanned Aerial
Vehicle) technology, robotics, sensors
and the Internet of Things (IoT) right
now — forged from the fire of Putin’s
air assaults.”31?

The sector’s agility has been remark-
able. UAVs are actually being assem-
bled in garages, thanks to the Victory
Drones project that enables citizens,
including injured veterans, to assem-
ble kamikaze drones at home. “Like
lego for adults,” is how one operator
describes the process.3?° Kyiv-based
Ajax Systems, Europe’s largest manu-
facture of security alarms, has helped
develop an app giving citizens precise
warnings of incoming air attacks. It
has been downloaded 26mn times.32!
Communications start-up Himera
began production in April 2023 of
hand-held radios with ground-breaking
technology to thwart efforts to block or
decipher its signals.322

“We are a sandbox for these tech-
nologies because we have talented
people and, unfortunately, we have
the conditions to check our innovations
and developments on the battlefield in
real conditions,” says Yehor Cherniey,
Deputy Chairman of the Ukrainian
Parliament’s National Security,


https://www.state.gov/special-representative-pritzkers-remarks-on-ukraines-economic-recovery/
https://www.state.gov/special-representative-pritzkers-remarks-on-ukraines-economic-recovery/
https://ain.capital/2024/02/05/stories-of-ukrainians-who-assemble-kamikaze-drones/
https://ain.capital/2024/02/05/stories-of-ukrainians-who-assemble-kamikaze-drones/
https://diiacityunited.org/en/ajax-systems-povitriana-tryvoha-6-0-dodatkovi-spovishchennia-pro-pidvyshchenu-nebezpeku/
https://himeratech.com/en
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Defence and Intelligence Committee.
“We understand that we are not doing
this for money, but to survive. That
brings us more power. We understand
we have limits in time, so we have to be
very fast in our developments. These
key elements give us the advantage.”
That spirit will be key to Ukraine’s post-
war recovery, Cherniev explains and a
win-win for Europe as Ukraine draws
closer to the EU. “In the 20" Century,
all the main innovations came from the
military sector. New technology always
arises from mil-tech. We will be able to
use it in different fields and sectors of
our economy.”323

The government is supporting
Ukraine’s ‘mil-tech Silicon Valley” with
initiatives such as BRAVE1, a platform
launched in 2023 to promote cooper-
ation among tech and defence stake-
holders, raise financing and accelerate
the development and deployment of
battlefield technology. Ionan calls it
“the world’s most dynamic defence
innovation hub.” *25 Matching Israel’s

success in linking up investors, IT spe-
cialists, the defence industry and the
military is a clear government goal, and
they are keen to open cooperation with
international partners.

All this offers huge opportunities for the
West. Many of Ukraine’s most talented
people are now working in exile in
Europe, building strong ties with their
host countries. Those ties will endure
if international help brings Ukraine
victory, setting it up to leapfrog into a
new European future underpinned by
the innovative entrepreneurial spirit of
its tech community. Western leaders
have a choice: to assist that process
by providing Ukraine with the military
and financial support it needs or risk
Russia sequestering its technological
potential. Ukraine could become a
supersized Estonia, harnessing its
talent and experience in the vanguard
of Europe’s digital transition. Defence
innovation would plug gaps in NATO’s
armoury in cyber-defence, drones,
electronic warfare and battlefield


https://brave1.gov.ua/en/
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Al The alternative risks turning this
defence tech powerhouse into Putin’s
plaything. That would add to Russia’s
already formidable ability to wage
cyber, hybrid and high-tech kinetic
warfare as it and its allies pursue their
goal of undermining Western democ-
racy and the rules-based global order.
Should Russia look like succeeding,
Western institutions would need to
move fast to evacuate as much of
Ukraine’s tech industry and personnel
as possible.
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THE PATH TO REFUGEE RETURN
AND DEMOGRAPHIC RECOVERY

“Every month that Ukrainian refugees remain abroad
reduces the likelihood of their return to Ukraine,”
Ella Libanova, director of the Ptoukha Institute
for Demography and Social Studies of the National
Academy of Sciences of Ukraine 32¢

Putin’s invasion created Europe’s biggest refugee exo-
dus since the Second World War. If the conflict drags
on, millions of Ukrainians around Europe and beyond
will be less likely to return. Should insufficient support
for Ukraine mean Russia unleashes more destruction
and grabs additional territory, greater numbers will be
displaced. For those who stay, the West must ensure
that Ukraine gets enough financial and humanitarian
assistance for housing, schooling, healthcare and eco-
nomic survival. In a worst-case scenario where Russia
fulfils its annexation goals, Europe would face a flood
of humanity. Upwards of 20mn people might flow west.
It is hard to imagine how the EU would cope. Populist
politicians and Russian propagandists already exploit
signs of ‘refugee fatigue’ in European societies. Expect
that to worsen as the war persists and explode if there
is a renewed surge in arrivals.

Inside Ukraine, almost 4mn displaced people stretch
public services, government finances and international
aid budgets. Ukraine had a declining and fast-aging


https://www.wilsoncenter.org/blog-post/ukraines-demography-second-year-full-fledged-war
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REFUGEES FROM UKRAINE GLOBALLY
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by authorities

population pre-war due to low birth
rates and emigration. Now it risks
demographic catastrophe. Some fear
the population could drop to below
half the 52mn living in Ukraine when
it achieved independence in 1991.
Elderly Ukrainians suffer most from
the economic tribulations of war. As
shortfalls in military aid prolong the
conflict, physical- and mental-health
problems widen. By supplying the aid
Ukraine needs to win the war, Europe
and North America can help kickstart
demographic recovery, paving the way
for refugees to return and rebuild. The
alternative would be a hollow shell,
where Putin and his henchmen are free
to impose their will on the demoralised
remnants of the Ukrainian population.

As we write, 6,471,600 Ukrainians
were recorded living as refugees
around the world.??” That includes
4,234,595 in the EU, under the tem-
porary protection system adopted in
March 2022. Germany hosts the most,
with 1.3mn, followed by Poland with
955,000, the Czech Republic with
385,000 and Spain with 203,000. 328
The inflow has much diminished since
the early days of the war, but refugees
are still coming. Over 2mn Ukrainians
were granted temporary protection sta-
tus during 2023, according to Eurostat
figures.3?® A further 42,700 arrived in
January, although numbers dipped the
following month. Emigrant remittances
have been an important income source
for Ukraine, but despite swelling num-
bers, the war has disrupted cash flows.
Remittances shrank from $18.1bn in


https://data.unhcr.org/en/situations/ukraine
https://ec.europa.eu/eurostat/statistics-explained/index.php?title=Temporary_protection_for_persons_fleeing_Ukraine_-_monthly_statistics
https://ec.europa.eu/eurostat/databrowser/view/migr_asytpsm/default/table?lang=en
https://ec.europa.eu/eurostat/databrowser/view/migr_asytpsm/default/table?lang=en
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2021 to $15.7bn in 2023. That still
represents 9.1% of GDP, compared to
2.4% that Romanian emigrants send
home or the 0.8% arriving in Poland.33°

Ukraine wants its people back. The
government is upping pressure on
young men to return and fight. It wants
others to fill economic and adminis-
trative gaps back home.3%* According
to a survey released in April, almost
three-quarters of Ukrainian firms are
experiencing staff shortages. The
Ministry of Economy says 4.5mn extra
workers are needed over the coming
decade. The problem cuts across
sectors. 32 “With the start of the war
in February 2022, up to 20% of all
workers in the IT industry left,” notes
Valeriya Ionan, Deputy Minister for
Digital Transformation, and Friends
of Europe European Young Leader
(EYL40). “That’s approximately 57,000
people, of whom the majority, 64%,
were women.”33% Qver one in four
pig farmers say they face shortages
of key production personnel. Mining
and metals giant Metinvest, Ukraine’s
biggest private company, struggles to
replace workers joining the military or
escaping the frontline regions where its
units are located.33* “If our enterprises
were located, for example, in Lviv [...] I
would probably find people there, but
they are 30 to 40 kilometres from the
frontline, where most of the population
has left,” laments Chief Sustainability
Officer Tetiana Petruk. “We lack the

people to ramp up production in the
steel segment and ore mining. We
cannot even reach 50% to 60% of the
pre-war production at some assets.
The reason is people.”33°

Petruk appeals for action to encour-
age returnees by rebuilding homes,
reopening schools and investing in
bomb shelters. The government ac-
knowledges reconstruction is crucial
and promises to incentivise refugee
return as a priority in its recovery plan.
But it gets harder day by day. Many of
those who fled took children and are
reluctant to bring them home while
missiles are still raining on Ukrainian
schools and playgrounds. After two
years, those kids are integrated into
host-country schools. Their parents
are increasingly finding jobs in places
where wages are much better than
back home. The longer they stay, the
more Ukrainians build relationships
and put down roots in their adopted
homelands.

Some EU governments view hard-work-
ing Ukrainians as a convenient fix for
their own labour shortages.?3¢ Kyiv
wants them to encourage returns.3%?

Around 1.3mn refugees have returned.
That includes 900,000 who have gone
back to their hometowns and almost
300,000 who have resettled in other
parts of the country.®®®¢ Among those
still abroad, the share hoping or


https://knomad.org/publication/migration-and-development-brief-39
https://www.bbc.com/news/world-europe-68880085
https://www.pigprogress.net/the-industrymarkets/market-trends-analysis-the-industrymarkets-2/ukrainian-pig-industry-suffers-from-labour-shortage/
https://metinvestholding.com/en/media/news/u-nas-kozhen-shostij-pracvnik-moblzovanij-direktorka-z-stalogo-rozvitku-vzamod-z-personalom-grupi-metnvest
https://www.tagesschau.de/inland/innenpolitik/arbeit-gefluechtete-100.html
https://www.politico.eu/article/kyiv-puts-pressure-to-tighten-rules-as-eu-mulls-future-of-ukrainian-refugees/
https://data.unhcr.org/en/documents/details/106707
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planning to return fell from 77% to 65%
over the course of 2023, according to a
survey by UNHCR. 33?Uncertainty about
the war’s outcome and deteriorating
security conditions are cited by those
who changed their minds about head-
ing home. “The possibilities fora return
to Ukraine decrease with the ongoing,
targeted destruction of residences and
critical infrastructure. The number of
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potential jobs in Ukraine is also declin-
ing. So refugees wanting to return to
Ukraine might have nowhere to return
to,” Ella Libanova, Director of the
Ptoukha Institute for Demography and
Social Studies, wrote. Optimistically,
she estimated half the refugees would
eventually return, but acknowledges
that the longer they are away, the less
likely they will return.34°


https://data.unhcr.org/en/documents/details/106738
https://data.unhcr.org/en/documents/details/106738
https://www.wilsoncenter.org/blog-post/ukraines-demography-second-year-full-fledged-war
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Apart from refugees in the West, UNHCR records 1.2mn
Ukrainians in Russia. Details of their stories are often
sketchy, but reports suggest they include people forci-
bly deported, as well as some who have sought refuge
with relatives, and others who simply had nowhere
else to run as death and destruction raged around
their homes. Many may be trapped by the difficulties in
travelling from Russia to the West. Moscow endeavours
to exploit their presence for propaganda and has facil-
itated or enforced the adoption of Russian citizenship
for many. International action is needed urgently to
secure their right to return. 341342

Russian cheerleaders have also sought to capitalise
on any signs of disgruntlement in Western countries
over the presence of Ukrainian refugees. They were
received with unprecedented solidarity in the aftermath
of the full-scale invasion and have integrated well from
Portugal to Poland. Still, murmurings of resentment
are emerging in some places. Although majorities are
still welcoming, a March survey by the Bertelsmann
Stiftung’s eupinions poling platform shows a decline
insupport, especially in countries hosting the most.
In Poland, 60% back accepting Ukrainian refugees,
down from 83% in March 2022. Germany recorded a
similar drop. Support for taking in Ukrainians was just
24% among supporters of the hard-right Alternative
for Germany (AfD) party, which is polling high in ahead
of June’s European Parliament elections. Of the seven
countries surveyed, Spain and Italy have consistently
been the most open to Ukrainians, but even there, signs
of a fall are visible: from 93% to 85% in Spain, and
88% to 81% in Italy. 34 “You do see signs of fatigue in
Poland, Germany, Belgium, France. People saying: ‘We
don’t have enough for our young people, but we find


https://www.newyorker.com/magazine/2023/08/21/the-ukrainians-forced-to-flee-to-russia
https://www.hrw.org/report/2022/09/01/we-had-no-choice/filtration-and-crime-forcibly-transferring-ukrainian-civilians
https://www.hrw.org/report/2022/09/01/we-had-no-choice/filtration-and-crime-forcibly-transferring-ukrainian-civilians
https://eupinions.eu/de/text/ukraine-trends-december-2023
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housing for Ukrainians, they get health
insurance for free’, all of that,” says
Oana Lungescu, Distinguished Fellow
at London’s Royal United Services
Institute and NATO Spokesperson
2010-2023. 3%

Russian disinformation campaigns
have been actively spreading false
negatives to whip up anti-refugee
sentiment and instrumentalise it
against mainstream politics in Western
democracies. Ukrainian refugees
have been falsely accused of violent
crimes, leaching off social services,
stealing jobs, or healthcare.?45 “What
we might call ‘solidarity fatigue’ is
beginning to set in in some member
states. The cost-of-living crisis has hit
low- and medium-income families in
host societies and created a context
in which Russian propaganda could be
more successful,” Lodewijk Asscher,
the European Commission’s Special
Adviser for Ukraine, noted back in
June 2023. “We should be aware that
the Putin regime has a huge interest in
influencing public opinion on displaced
persons from Ukraine. In the discourse
on migration, refugees can be weap-
onised to sow division within the EU.
Indeed, member states have indicated
that they have seen an increase in dis-
information operations targeting this
issue.” 346

That will get much, much worse if
Putin is permitted to advance further
into Ukraine. “Credible estimates
project that, if Putin wins now, over
20mn Ukrainians will flee westward,”
immigration expert Andy Semotiuk
wrote in a recent Forbes article.3*’
Host countries have already paid
over €92bn in refugee costs since
the full-scale invasion, with Germany
and Poland shelling out about half. 348
Semotiuk estimates his worst-case
scenario would have a €1tn annual bill,
far more than the cost of giving Ukraine
the weapons it needs to defend itself.
Forcing a refugee tsunami may be part
of Putin’s plan, creating chaos in the
West and depopulating Ukraine to
facilitate Russian colonisation.34? “If
large cities such as Kharkiv and others
are now destroyed, if the number of
victims rises and hope falls, then we
may experience the world’s largest
refugee movement since the 1940s,”
Austrian migration expert Gerald Knaus
told Deutsche Welle. “The EU is not
prepared for the worst-case scenario
that could follow.” 35°

Within Ukraine, a lack of international
action to speed a successful end to the
conflict could trigger a demographic di-
saster as pre-war problems of low fer-
tility and emigration are compounded
by the war’s impact. The longer it goes


https://edmo.eu/publications/disinformers-use-similar-arguments-and-techniques-to-steer-hate-against-migrants-from-ukraine-or-the-global-south-2/
https://ec.europa.eu/social/main.jsp?langId=en&catId=89&furtherNews=yes&newsId=10589
https://www.ifw-kiel.de/topics/war-against-ukraine/ukraine-support-tracker/
https://www.dw.com/en/what-would-a-putin-win-in-ukraine-mean-for-germany/a-68692165
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on, the harder it becomes to ensure a
sustainable recovery and build post-
war Ukraine a as strong partner for the
West. “Russia’s invasion has not only
led to immense human and economic
costs in Ukraine in the present but also
carries long-term demographic reper-
cussions,” says a study by Scotland’s
University of St. Andrews. Based on
current trends, which saw the popula-
tion decline by an estimated one-fifth
since independence, the researchers
forecast a further 16% drop over the
next 20 years. If things go badly, they
predict that there will be fewer than 25
million people in Ukraine by 2042, less
than half the 1991 figure.?®?

Ukraine had one of the world’s lowest
birth rates before the war. Since the
invasion, it has imploded as couples
are forced apart. Men are dying in
disproportionate numbers at the
front; women make up around 70%
of adult refugees.?*? Demographics
expert Libanova says the fertility rate
fell from 1.2 before the war to 0.9 in
2022. “Since the births planned before
the war were still delivered in 2022, a
much more dramatic drop in fertility
rate is expected in 2023: it will most
probably achieve 0.7, and this level
will remain at least until the end of the
war,” she wrote for Wilson Center think
tank in Washington. That would be the
world’s lowest. 353

Other countries have bounced back
with baby booms after the conflict,
but Libanova is sceptical what will
occur in Ukraine. Efforts to stimulate
the birth rate with parental benefits
or child-care provisions are expen-
sive and, as countries from Poland to
Japan are finding, often unsuccessful
in modern times. 354355 Physical and
mental health problems resulting from
the war may also hinder recovery. The
Health Ministry has estimated that
14mn Ukrainians might be affected by
mental health issues.?**“These events
have had a profound impact on the
mental health of the population,” notes
the World Health Organisation. “People
have been forced to flee or remain con-
fined to their homes, endure constant
air-raid threats and attacks on their
communities, face shortages of basic
utilities, experience job losses and
witness the severe injuries or deaths of
loved ones. These factors, among oth-
ers, highlight the urgent need to priori-
tise mental health in Ukraine.” The war
has aggravated already above-average
rates of depression, suicide and alco-
hol-use disorders, WHO says. On the
plus side, it notes Ukraine’s “significant
progress” in recent years in fostering
community awareness, acceptance
and compassion for those suffering
with mental illness.??


https://onlinelibrary.wiley.com/doi/full/10.1002/psp.2656
https://www.oecd.org/ukraine-hub/policy-responses/what-are-the-integration-challenges-of-ukrainian-refugee-women-bb17dc64/
https://www.oecd.org/ukraine-hub/policy-responses/what-are-the-integration-challenges-of-ukrainian-refugee-women-bb17dc64/
https://notesfrompoland.com/2020/01/23/no-boost-to-birth-rate-from-polands-flagship-child-benefit-scheme-government-admits/
file:///Users/diogolacerda/Desktop/UKRAINE%20PUBLICATION%20IN%20DESIGN%202/lbreviews/But%20even%20if%20Ukraine%20wins,%20rebuilding%20its%20demographics%20(a%20long%20standing%20problem%20as%20Paul%20rightly%20points%20out)%20will%20be%20a%20challenge%20as%20many%20people%20will%20still%20not%20return.%20Ukraine%20will%20need%20policies%20to%20stimulate%20couples%20having%20babies%20and%20generous%20child%20care%20benefits.%20These%20are%20v%20expensive%20and%20not%20always%20successful%20as%20the%20examples%20of%20Japan,%20S%20Korea,Italy%20show.
https://www.undp.org/ukraine/news/mental-health-wartime-how-undp-supported-ngos-are-providing-psychological-aid-ukrainians
https://iris.who.int/bitstream/handle/10665/374725/WHO-EURO-2023-8927-48699-72383-eng.pdf?sequence=1
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Older people are hit hard. WHO estimates that twenty per
cent of citizens over 60 are “too upset or anxious to go
about daily activities”. “Ukraine has the largest percentage
of older people affected by conflict in the world,” says the
NGO HelpAge. Before the war, a quarter of the population
was over 60, but that has grown as younger people have
fled. The elderly are also worst affected by the destruction
of health facilities and the economic cost of the war. Eighty
per cent of single older Ukrainians live below the poverty
line, and ninety per cent of pensioners cannot pay for even
basic medical needs, says the HelpAge report. 358


https://www.helpage.org/resource/rebuilding-a-society-for-all-ages-in-ukraine-a-call-for-age-inclusive-reform-and-recovery/
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UKRAINE'S MEMBERSHIP OFFERS EU
OPPORTUNITIES

“Ukraine is Europe, because Europe is in the hearts and minds of
Ukrainians and soon enough, Ukraine will also be in our Union,”
Ursula von der Leyen, European Commission President, February
2024, 3%°

Bringing Ukraine into the EU will be unlike any previous enlarge-
ment. December’s decision by EU leaders to open membership
negotiations was brave. Even in regular times, integrating a country
so big, so poor and with such a supersized agricultural sector would
present tremendous challenges and political risks. Launching the
process when Ukraine is fighting for its life and with part of its land
still under Russian occupation adds incalculable complications.
However, by starting the accession, the EU has taken an critical
step to underpin the war effort and reinforce Ukraine’s drive to re-
form. If Europe and the wider West stay the course, they will gain a
strong and stable democratic partner. Ukraine will contribute to the
continent’s security, economic progress and global reach. Wavering
can no longer be an option. The longer the war is allowed to drag
on, the harder integration will become. Let Ukraine down, and the
EU will border a permanent hub of instability or the advanced base
of a hostile empire.

Rebuilding Ukraine is an opportunity to jump-start Europe’s
sluggish economy, presenting investment opportunities and a
market for goods and services; Ukraine’s agriculture can lower
prices and buttress EU food security; Ukraine offers reliable energy
supplies and huge potential to advance Europe’s green and digital


https://neighbourhood-enlargement.ec.europa.eu/news/speech-president-von-der-leyen-european-parliament-plenary-need-unwavering-eu-support-ukraine-after-2024-02-06_en
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transitions. Ensuring the realisation
of Ukraine’s European vision will give
the EU a powerful defence ally and
strengthen democratic forces across
the European neighbourhood and
around the world. Besides underpin-
ning Ukraine’s reform process, the
enlargement could catalyse positive
change inside the EU. The parallel
processes of defeating authoritarian
aggression, rebuilding Ukraine and
reforming the EU for a successful
enlargement could spur a revival that
pulls the European project away from
what French President Emmanuel
Macron has called the “tipping point”
towards mortality. 36°

Ukraine will become the EU’s biggest
member by area and fifth largest by
population, with over 41mn people,
according to pre-war estimates. 361
Ukraine is already closely linked to the
EU. Before the war, 1.57mn Ukrainians
lived in the EU, the third-largest mi-
grant community after Moroccans
and Turks. They have been joined by

4.23mn refugees. The EU is Ukraine’s
biggest trading partner. Two-way
exchanges reached €57.8bn in 2022,
doubling over the eight years since a
free-trade agreement came into force.
EU exports to Ukraine outweigh im-
ports by €3.5bn, 363364

Russia’s bid to veto that agreement
on trade and closer ties in 2014 was
the spark for Ukraine’s Euromaidan
uprising. Ukrainians paid a heavy price
for their commitment to European val-
ues. Over 100 protesters were gunned
down by the pro-Russian government’s
riot police and Putin followed up with
the illegal occupation of Crimea and
invasion of Donbas. Russian aggression
has reinforced Ukrainians’ European
aspirations. Since 2022, polls have
shown consistent support at over 90%
for EU membership. Over 80% expect
they will get there by the decade’s end.
365 “Tn Ukraine they are very pro-Euro-
pean and very determined to make it
as quickly as possible,” says a senior
European official.?%¢ “It’s a huge asset if


https://geopolitique.eu/en/2024/04/26/macron-europe-it-can-die-a-new-paradigm-at-the-sorbonne/
https://geopolitique.eu/en/2024/04/26/macron-europe-it-can-die-a-new-paradigm-at-the-sorbonne/
https://ec.europa.eu/eurostat/statistics-explained/index.php?title=Ukrainian_citizens_in_the_EU
https://www.ndi.org/sites/default/files/NDI%20Data%20Descriptions%20-%20Revolution%20of%20Dignity.pdf
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you have a motivated country and can
mobilise funds coming for a post-con-
flict environment.” The EU must make
good on its promises, however, to avoid
the disillusion that years of foot-drag-
ging on membership have generated in
the western Balkans. 3¢7

The imperative of meeting EU stan-
dards in preparation for membership
is a powerful driver of Ukraine’s
reform and anticorruption efforts. At
the same time, civil society maintains
pressure to ensure the sacrifices made
for European values are not wasted.
“In 2014, that revolution was about
Ukrainians wanting to be with the
European Union, not wanting to be with
Russia,” recalls Olga Rudenko, Editor-
in-Chief of the Kyiv Independent and
European Young Leader (EYL40). “The
people are more intolerant towards
corruption because Ukraine is paying
a price in lives.” 368

While Ukrainians are clear about the
political, economic and security advan-
tages of joining the EU, some in the
current 27 member states still need
convincing. Just 45% back Ukraine’s
membership according to a recent
poll. In Hungary, it's a meagre 18%
and in Slovakia 24%. Farmers unions
complain Ukraine’s membership would
threaten their livelihoods, and politi-
cians have warned about the costs of
supporting a country whose per-capital
GDP, at $5,660 a year, is seven times
lower than the EU average. 37°

“We will need to communicate the
benefits of enlargement [...] it must
be more forceful than we have done
in the past,” acknowledges Gert Jan
Koopman, the European Commission’s
Director-General for Neighbourhood
and Enlargement Negotiations. He is
convinced, however, that Ukraine’s
membership will produce major
benefits. “It will bring a lot to the EU
in terms of security and economic. It
is an agricultural superpower. In the


https://www.rcc.int/balkanbarometer/key_findings/2/
https://kyivindependent.com/
https://www.euronews.com/my-europe/2024/04/04/majority-of-eu-voters-in-favour-of-ukraine-joining-the-eu-exclusive-ipsoseuronews-poll-fin
https://www.euronews.com/my-europe/2024/04/04/majority-of-eu-voters-in-favour-of-ukraine-joining-the-eu-exclusive-ipsoseuronews-poll-fin
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long run, that’s a benefit for the EU.
Secondly, it is a country with 40mn
people who are overwhelmingly head-
ed for much higher levels of education
and growth. It’s a very dynamic society
[...] Thirdly, from a security point of
view, this is the continent’s strongest
army. This is a dangerous world, having
them in must be a good thing from that
perspective.”37t

Officials highlight the advantages of
Ukraine’s transport and energy net-
works for European supply lines and
the impact of integrating its advanced
tech sector. “The digital transformation
will bolster the economic bond be-
tween Ukraine and the EU and reduce
non-tariff trade barriers through digi-
talising cross-border transactions and
regulatory alignment,” says Valeriya
Ionan, Deputy Minister for Digital
Transformation and European Young
Leader (EYL40). She highlights a study
made in 2020, before the large-scale
Russian invasion, showing integration
into the EU’s digital single market could

significantly increase the trade, with
EU services exports rising by 9% and
goods sales by over 21%. The boost to
Ukraine’s GDP per capita could be as
high as 7.8% with a smaller, but posi-
tive impacts in EU countries. “Ukraine’s
alignment with EU digital standards
and active participation in European
digital initiatives promise to enrich the
EU’s digital single market, export inno-
vation and strengthen cyber-security
across the Union,” Tonan adds. 372373

Agriculture will be the most difficult
chapter in Ukraine’s membership
negotiations, as it was in previous
enlargements. The protests in Poland
against Ukrainian farm exports flowing
over the border under emergency war-
time measures may be a precursor of
the trouble ahead. The membership
process will have to be accompanied
by reforms of the EU’s Common
Agricultural Policy (CAP), alignment of
standards and probably a decade-long
transition after membership before
Ukraine’s food is sold freely in the
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single market. “It’s a challenge, but
we should not exaggerate the chal-
lenge, and we should not forget that
we have dealt with similar challenges
in the past,” says Koopman. “We have
awhole toolkit to deal with it, and time
is going to change the realities on the
ground quite fundamentally.” 374

The CAP subsidy system, which is pay-
ing out €270bn to 6mn EU farmers up
to 2027 under the current seven-year
financial programme, will need a major
overhaul to accommodate the size
and structure of Ukraine’s agriculture.
Besides having more farmland than any
current EU country, Ukraine’s farms are
bigger. Average sizes are 96 hectares,
compared to 17 hectares in the EU. 37°
376 While most Ukrainian arable farms
are below 100 hectares, two dozen
almost two dozen that cover more than
50,000 hectares, and one stretches
over 500,000 hectares, about twice
the size of Luxembourg. 377378 With
CAP paying subsidies of at least €200
per hectare, it is clear that changes
are needed to prevent multimillion

handouts to agro-industrial giants.
Campaigners hope Ukraine’s mem-
bership will have a wider impact on
the CAP, shifting payments away from
size-based handouts towards support
measures that improve food quality
and sustainability. If integrated suc-
cessfully, Ukraine’s farms could pro-
tect European consumers from price
fluctuations, boost EU food security,
cut supply lines, and reduce import de-
pendence. That will become ever more
important as climate change affects
food production around the world. EU
farmers’ concerns could be soothed if
their Ukrainian counterparts continue
to direct exports to Asia, Africa and the
Middle East. “The competitive pressure
could be significantly eased by chan-
nelling all these products to the third
markets, where Ukraine has tradition-
ally found its primary consumers. This
would make the EU a stronger player in
the global food market,” says Estonia’s
International Centre for Defence and
Security (ICDS) study.3”?


https://ec.europa.eu/eurostat/statistics-explained/SEPDF/cache/73319.pdf
https://ukrstat.gov.ua/druk/publicat/kat_u/2023/zb/09/S_gos_22.pdf
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Beyond the CAP, the overall impact
of Ukraine’s membership on the EU
budget has also raised concerns. After
farm payments, the second largest
component of the budget is Cohesion
Policy, mostly to support the bloc’s
less-well-off regions. Experts squabble
over how much the entry of Ukraine
will cost. A leaked internal document
last year put the bill at almost €27bn
annually over seven years, around 15%
of current spending.®®® Another study
suggests Ukraine would be entitled to
over 40% of EU financial support.®&®
Such numbers spook major contribu-
tors to EU coffers, like Germany and the
Netherlands, as well as net recipients,
such as Poland, Spain and Romania,
who fear their share will shrink. Other
researchers, however, predict that
enlargement will be cheaper. “The
next enlargement round would have
less of an impact on the EU budget
than is generally assumed,” says a
Berlin-based Jacques Delors Centre
policy paper.3® It calculated annual
additional spending on Ukrainian ac-
cession at €13.2bn. A separate study
from Estonia’s ICDS suggests Ukraine
would get €18bn.%® Downward re-
calculations of Ukraine’s population
and expectations of rapid post-war
economic growth could further reduce

those estimates. The Ukrainians
themselves are keen to make a posi-
tive impact. “We are not freeloaders.
We can contribute tremendously. We
have to make that evident and clear to
Europeans,” says Olexander Scherba,
Ambassador-at-Large in the Ukrainian
Foreign Minister. “Ukrainians are a
nation who are ready to roll up their
sleeves and work hard. They have this
dream of becoming successful on this
European path.” 38

The defence and security advantages
Europe gets from having Ukraine on
board will offset any cost. As it emerges
successfully from the war, Ukraine will
be a bulwark on Europe’s eastern flank.
Its experience will make it a valuable
ally against cyber, hybrid and conven-
tional threats. “We can [...] become
a shield for Europe from the Russian
threat,” says Yehor Cherniev, Deputy
Chairman of the Ukrainian Parliament’s
Committee on National Security,
Defence and Intelligence and Head
of the Ukrainian Delegation to NATO’s
Parliamentary Assembly. “On a tactical,
operational level we can share our ex-
perience with our allies: experience in
different spheres, not only how to fight,
but also with the new technologies,
drones, electronic warfare etc. We can


https://www.politico.eu/article/ukraine-accession-cost-186-billion-eu-enlargement/
https://www.brookings.edu/articles/want-ukraine-in-the-eu-youll-have-to-reform-the-eu-too/
https://www.delorscentre.eu/en/publications/financial-implications-of-the-next-enlargement
https://www.delorscentre.eu/en/publications/financial-implications-of-the-next-enlargement
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share the experience of our people in
the army, who were faced with one of
the biggest enemies, the most aggres-
sive countries in the world.”*8® That will
be a major plus for the West under any
circumstances. If the US engagement
through NATO were to dwindle, a
strong Ukraine would be an even more
important ally for Europe.

By welcoming Ukraine into the Union,
Europe will take a big step toward de-
veloping the “new defence paradigm”
that Macron identified as essential
for survival in his Sorbonne speech
in April. Enlargement to Ukraine and
other candidates will also provide a
stimulus for reforms Macron identified
as essential to equipping the union to
survive in the face of myriad external
and internal challenges.

If Russia is allowed to succeed in
Ukraine, the whole European project
— built on the promise of post-WWII
peace and democracy — will be thrown
into doubt. Russia would expand its
baleful influence in the Balkans and
threaten EU countries themselves.
Ukraine’s defeat would create perma-
nent instability on the EU’s eastern bor-
ders, force Europeans to spend more
on security and defence rather than

education and health, encourage the
spread of authoritarianism and pop-
ulist politics, fundamentally weaken
Europe’s political unity, trigger an un-
precedented refugee crisis; and raise
the risk food and energy insecurity.
With that scenario, Macron’s warning
that Europe “could die or disappear”
will become terrifyingly real.

On the other hand, joining Ukraine on
the path to victory and recovery could
provide the impetus to, in Macron’s
words, “regain control of our lives, of
our destiny, through the power, pros-
perity and humanism of our Europe”.
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