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READOUT – CHATHAM HOUSE RULE DISCUSSION 

Kyiv | 25th March 2026 

Ukraine’s geoeconomic strategy in an 
era of global transition: risks and opportunities

On the 25th March 2026, the conflict research team, based at LSE IDEAS, organised a half-day workshop in Kyiv in collaboration with Friedrich Ebert Stiftung – Kyiv Office and the Democratic Initiatives Foundation. The workshop was the last event organised as part of LSE’s work for PeaceRep (the Peace and Conflict Resolution Evidence Platform), one of two flagship UK FCDO policy-oriented conflict research programmes. The workshop explored the challenges and trade-offs facing Ukraine and Europe over the longer-term in the face of several trends: Russia’s revanchism and its threat to Ukraine and European security; the chaotic decline and instability of the United States and its own authoritarian trajectory; the rise of China as the world’s preeminent industrial power, its role in global supply chains and leading position in several frontier technologies; and the challenges of coordination and polarisation for European states. 

While planned prior to the US-Israel-Iran 2026 War, the impact of the global energy crisis that has resulted since on the Russo-Ukrainian War became a key focus. Amid these complex geopolitical dynamics, how do we protect Ukraine’s independence as part of a free, prosperous and democratic Europe?
 
The workshop brought together policymakers and the expert community in Kyiv to discuss the risks and opportunities for Ukraine and Europe in this emerging order. Colleagues from the governments of Canada, Poland, the United Kingdom, Ukraine, the NATO Representation to Ukraine and the European Union Delegation, were joined by a number of analysts, academics and journalists from the expert community. 

Discussion took place under the Chatham House rule. 

The aim of the workshop was to bring together colleagues at the intersection of these faultlines and to identify through dialogue where the strategic opportunities for Ukraine and Europe lie.

The question is how like-minded democratic states can club together to navigate these multiple threats and what strategies they should employ to secure their collective security interests.  
 
The workshop marked an early preparation event for the 2026 Ukraine Recovery Conference (URC) in Poland, due to take place at the end of June. These geopolitical factors and considerations shape a number of discussions under way in the URC process, from defence-related investments, supply chain localisation strategies, to the potential role of China in Ukraine’s recovery and reconstruction. 

READOUT

Geopolitical analysis of risks and challenges for Europe and Ukraine

Part 1 – Ukraine and the China question for Europe 

Stepping back from the violent convulsions besetting the region running from Ukraine and Russia in the North to Ethiopia and Somalia in the south, through the Gulf, Iran and Afghanistan and Pakistan to the East, this session started by reflecting on how the rise of China is intersecting with this changing order. 

Framing questions 
· How has China positioned itself geopolitically vis-à-vis the Russo-Ukrainian War? 
· Is there a role for China in the future recovery and reconstruction of Ukraine? 
· As Ukraine’s most important source of imports and fourth most important export market, how are Ukraine’s supply chains integrated with China and does this pose vulnerabilities and risks?
· What strategies should Ukraine employ to navigate its geoeconomic relationship to China?  

China’s engagement with Ukraine as a key economic partner is not a new development. It goes back to at least 2012 and the high profile “loan for crops” contract which saw China extend a $3bn credit line in exchange for grain and agricultural products. This reflected China’s general approach to the development of external partnerships where it targets specific sectors that it sees as strategically important. After 2014 with the Revolution of Dignity and the first Russian invasion of Ukraine, there was a slowdown in China-Ukraine relations. As discussed in more detail in PeaceRep’s China report there was also the case of Motor Sich which saw Ukraine undertake a nationalisation to protect its sovereign defence sector vis-à-vis China. 

In 2022, there was renewed activity from Kyiv. The government hoped that China could play a role in negotiating an end to the war but these aspirations have largely been dashed as China prioritised its security and economic relationship with Russia over using its leverage to push for an end to the war. The period of Kyiv’s engagement with China on the war closed in 2023 – with the publication of China’s own, very vague, peace proposal to the end the war an important moment in this regard. This sets the stage for what may be referred as the present “in between time” in China-Ukraine relations, as the world’s foremost industrial power and Ukraine’s largest trade partner is recognised as an important economic actor and potential investor in recovery, while also remaining geopolitically aligned with the Russian side in the war. 

In domestic politics, China is currently at a crossroads in the run-in to the 2027 CCP Party Congress and is balancing different not always compatible priorities. Its first objective is to maintain stability through to the Congress. This is arguably the most important political reshuffle in Chinese history as a number of old timers will be retired and replaced with a new cohort. Beijing sees this political transition as central priority. 

On the world stage, China is now in a much more powerful position than it was even just a year ago. Beijing successfully anticipated and prepared for the Liberation Day tariffs from the Trump administration and was able to respond effectively to them through the short-lived trade war with the US. 

Beijing and Washington have also agreed to four meetings between Trump and Xi in 2026 – this would be unprecedented and underlines the strength of Beijing’s position in relation to the Trump administration. 
 
In addition, China has further gained strategically from the Iran War which has clearly left the US significantly weakened vis-à-vis an important ally and economic partner of China in the Middle East. 

There was a focus on recognising China as a primarily self-interested actor. Above all, its overriding priority is the survival of the one-party state at home. Divisions within the West like those we have seen become particularly pronounced in the last year as a result of the Trump administration are helpful to China from a geostrategic point of view. China is unlikely to disrupt the global status quo at the present time given these gains it has been making at relatively little cost to its own position and power. This includes the status quo in the Taiwan strait – though of course no scenario can be fully excluded. 
 
At home, its on-going centralisation campaign under Xi has seen purges of top leadership and the Peoples Liberation Army. This aligns with the goal of prioritising above all else CCP survival, though is not without its risks for the ruling faction. 

Despite these low-cost gains, China has not asserted its position on the various conflict arenas. Over the last 12 months, whether in the form of the Washington-Moscow or Moscow-Kyiv-Washington or Europe-Kyiv, the various negotiating formats have largely excluded Beijing. The central role of the United States and the personal relationship between Trump and Putin, has also left things somewhat “upside down” from Beijing’s perspective, given their own form of special relationship with Russia. 

One result of this in the political economy of these relationships is that there is more discussion than ever before in a potential Chinese role in reconstruction given the capital that the regime has to deploy. They have an opening in this regard given the end of US financial aid and shift of burden towards European states to fund the war – and the latter’s more constrained fiscal position / general fiscal conservatism. 

Another result is the alignment of the Chinese approach with a broader Global South position – especially the Brazil position. Although China’s 2023 proposals were rather vague, they did maintain a commitment to territorial integrity and sovereign equality. The Brazil proposals talk of a “peace club”, and imply concessions will need to be made in relation to territory. China merged its own proposals into the Brazil outline in 2024. This initiative claimed some level of “positive response” from 110 countries but only 17 states came to the meeting – so their level of support among the global middle ground may be over-hyped. 

These geopolitical considerations around statecraft need to be further contextualised within the information environment in which the Chinese states is embedded and also shapes through its state propaganda channels. Whereas Beijing’s diplomatic positions on Ukraine tend to hedge their bets along the lines described above, this is not the case in its news media where the discourses and narratives reflect Russian talking points or are simply stridently pro-Russian. This implies a level of state/CCP support for Russia’s general positions vis-à-vis Ukraine. Where China clearly aligns with Russia is its strategic priority around multipolarity and the view that it stands to gain internationally from a divided West. 

Part 2 - The global energy crisis and Israel-US-Iran and Russia-Ukraine wars 

The second session moved to the global energy crisis sparked by the US-Israel-Iran War and what it means for the present phase of violent disorder in the international system and the Russia-Ukraine War. 

Framing questions 
· How can energy import dependent economies in Europe navigate the fiscal challenges of the war? 
· What scenarios do we anticipate and how should Europe/Ukraine/Canada position themselves? 
· What countermeasures can be mobilised to offset the Kremlin’s new oil and gas revenue bonanza? 
· How can Europe overcome its internal divisions and develop a coherent geoeconomic strategy? 

Canadian Prime Minister Mark Carney’s Davos speech was mentioned as a widely credited, honest take on the history and missteps of globalization. Ukraine has directly experienced some of the challenges this international economic order poses to lower to middle income states. The asymmetric nature of Ukraine’s EU trade deal and the soft barriers that its producers confront when they seek to import to Europe is a particularly pertinent case. The goals of maintaining regulatory standards while also supporting economic development of neighbouring states can be challenging to align with one another – and Ukraine never made up for loss of Russian FDI or Russia as a market for its exports between 2014 and 2022. 

The second element of the Carney speech relevant to addressing the above framing questions lay in the role of small and middle states in this new order. This is not a simple return to empire - and smaller states can exercise power through their collective action. While Russia has imperial ambitions, it has little of the strength of the old Soviet Union. Even countries like Armenia or other states in the region seen as close to Moscow want relationships with other partners including China and even the EU. This reflects a wider trend that the majority of the world’s states do not see themselves in a “camp” led by one or other world power. 

The current wars being fought by Russia in Ukraine and the United States in Iran also provide a clear illustration of how difficult it is to turn advantages in military power into the political control of territory or regime change. This is very different from the classical imperialism of the nineteenth century – and reflects a transformation in power brought about, in part, by the evolution and nature of modern warfare / military technology. Trump’s mistakes in Iran are in this respect grimly reminiscent of Putin’s mistakes in Ukraine.   

Turning to the energy crisis and its impact on the Russo-Ukrainian War 
It is a sign of how problematic the present American administration is that they did not factor into their planning for a war on Iran the impact this would have on Ukraine’s theory of victory. As was predictable and indeed widely predicted, the US-Israel war has dramatically destabilised global energy markets – and provided a crucial source of war financing for the Russian regime at a moment when its funding sources had been dramatically squeezed. It has also had the effect of sharply increasing demand for high end missile defence systems, on which Ukraine is particularly dependent, while also – more positively – increasing demand for Ukrainian domestically produced Shahed interceptor technology and expertise. 
At the same time, the war in tandem with the Trump administration’s threats towards Greenland, its pivot towards Russia in the peace process, questioning of NATO and the end of its financial aid to Ukraine, illustrates sharply the crisis in western security architecture – especially in the context of a lack of an agreed European position on the US-Israel military campaign. 
	
The US-Israel-Iran War has had a significant impact on the Russia-Ukraine War. The first element – as widely discussed – is the impact on global oil markets, which has delivered a windfall for the Russian regime. The second element lies in gas and especially Qatar as a major source of gas imports for Europe. Last year Ukraine lost about 60% of its gas production as a result of Russian attacks – so there is also a direct effect on Ukraine as well as its allies. There is also much greater political contention around gas in Europe with Slovakia and Hungary pushing for renewed access to Russian imports via Ukraine. Even other states that are not pivoting towards Russia like France appear to be developing a degree of dependency on Russian liquified natural gas imports. In formal terms, Europe remains committed to the phasing out of Russian oil and gas from 2027 but currently lacks a plan to achieve this goal.
The war has been widely recognised as sparking the biggest oil supply shock in modern history. According to the International Energy Agency this comprises a loss of 15 million barrels per day (mbd) in unrefined crude and a further 5mbd in oil products. This is well above previous oil shocks in history. But this also has to be put in the context of what was previously anticipated by the IEA to be a global glut of supply in 2025. In December, the IEA estimated that supply would exceed demand by some 3.8mbd in 2025. Prior to the US-Israel-Iran War this market environment was dramatically squeezing – in tandem with tougher sanctions – the Russian war effort, which is heavily dependent on oil exports as its critical source of war financing. These pressures on Russia had been further increasing as the US moved to partially lift Venezuela’s oil sanctions. But this progress in reducing financing for the Russian war machine has now sharply reversed. 
The discount rate on Russian Urals crude moved from a high of $30 per barrel to just $4 dollars as the US suspended its secondary sanctions on Russian oil – with a particular impact on the Indian market. US lifting of sanctions applied to oil already in transit and limited to 30 days – but may be difficult to police. Indian refineries have reportedly made orders of 40 million barrels since the announcement. Some 150m barrels of Russian oil already at sea. 
The Russian government anticipates a surge of combined oil and gas revenues of 70% in April 2026 compared to March – some 0.9 trillion Rubles (equivalent to more than $9bn). While some colleagues in the roundtable focused on the short-term price effect which registers figures in the range of billions of dollars of additional revenue, others highlighted the need to factor in the volume impact as Russia expands supply to meet demand. This generates far higher estimates of the US-Israel-Iran War’s benefit to the Russian regime. In the most optimistic scenario given by the Kyiv School of Economics, for example, even a relatively short war that is over in a month would mean an increase of revenue for the regime of $45bn compared to a “no Iran war” scenario – a figure not far below the annual Ukrainian defence budget.  
Strategically this illustrates the need to: 
a. Accelerate green energy transition on grounds of collective security and sovereign capability 
b. Manage a complex relationship with the US through (a) reducing dependencies on its frontier technology and military industrial capabilities through onshoring in Europe; and (b) seeking to ensure that the US resumes full sanctions on Russia when the 30-day window expires. 
The global drone and military innovation landscape: lessons and prospects
This session explored how the Russo-Ukrainian War has both laid bare the military significance of contemporary technological change while driving it forward in largely unanticipated ways. 
Framing questions
· How is the global diffusion of drone warfare shaping the strategic geoeconomic environment?
· What lessons does the Ukrainian innovation in military technology – including, but not limited to drones - offer to its allies? 
· How should Ukraine approach the US defence sector in the context of a Trump White House?  
· Can Ukraine both integrate into western defence sector and maintain its innovative model, or does it have to choose one or the other? 
Ukraine’s survival has been substantially enabled by generating and incorporating rapid technological innovation into new ways of fighting. NATO countries increasingly recognise the importance of Ukrainian defence innovation for how they re-arm, and the kind of forces that will be relevant in future warfare. However, they struggle to adapt the established acquisition systems to replicate the strengths of the Ukrainian ecosystem. Drone technology is, meanwhile, rapidly diffusing globally. In the case of Myanmar, it initially gave an asymmetric advantage to non-state armed groups with lower formal military capabilities. However, China and Russia subsequently assisted the junta in fielding drone capabilities, tipping the balance of the conflict in its favour and helping shore up an authoritarian ally. 
Ukrainian experiments with adapted commercial off-the-shelf drones and other dual use technologies for military tasks date to Russia’s 2014 annexation of Crimea and the subsequent Donbas conflict. However, even after 2014 these experiments remained relatively small-scale and marginal in relation to overall defence acquisition. The full-scale invasion of 2022 presented an existential threat and political shock that provoked radical scaling up of these kinds of experiments, initially through spontaneous civil society initiatives and then through new channels of dedicated state support such as Brave1. This wartime impetus is not replicable in societies that are not at war and it is possible to draw parallels between pre-2014 and even pre-2022 Ukraine and the situation in Europe today. On the question of western defence acquisition in the light of lessons from Ukraine, this raises the question of whether and how the path dependencies and incentives embedded in existing arrangements can be overcome in the absence of an overriding system shock.
Ukrainian industrial policy aims to remove barriers to innovation in the context of a global military-industrial production landscape that is shaped by bureaucratic, largescale producers operating according to a mix of profit-based commercial incentives and (geo)political imperatives. 
Ukrainian policy on drones and military innovation has been start-up focused and provided government grants to catalyse innovation among a relatively competitive ecosystem of firms. There are some 800 manufacturers now in Ukraine producing 3000 products. They generally aim for 7-day production-sale turnaround. They have utilised the widely publicised points and quasi-market-based ordering and review system for military units to provide real-time feedback on products to further catalyse innovation. 
For all the negatives of the Iran war for Ukraine – which, as described above – are enormous, the war has revealed the limitations of existing western air defence arrangements against the threat presented by relatively cheap, high volume Shahed-type drones, and the value of the layered, iterable, cost-effective and sustainable counter-drone air defence solutions developing within the Ukrainian innovation ecosystem. This realisation is driving demand from Gulf states, which are now enduring Shahed attacks similar to those already long-endured by Ukraine, for Ukraine’s interceptor capabilities and expertise. European states will also need to adapt existing air defence capabilities to be capable of addressing lower-cost, high volume attacks. Such adaptation is likely to be challenging because the existing systems of defence production are not oriented or optimised for high-volume, cost-effective and continuously iterated production that is characteristic of the Ukrainian ecosystem.
Above all, the Russia-Ukraine War has illustrated the complexity of technological innovation in a capitalist market economy where investment is contingent on maximising shareholder return which in defence production involves the peculiarities of prime contractor bidding for “cost+plus” contracts with profits built into the design of these agreements. The kind of lower margin, low-cost modular technology Ukraine has utilised is not prioritised in this model. Ukraine has taken advantage in a very innovative fashion of the technological developments through the creation of digital infrastructures and identified how value can be captured through the use of platform technologies. It was noted, for example, that we call the devices in our pockets “phones” but they are not really phones at all. They are multimodal and digital connected computer interfaces. This access to cutting edge technology, diffused globally, is a key feature of the current historical moment. It is easier for us to take for granted the range of capabilities already latent in everyday, commercially available low-cost technology. For western military defence planners and procurement agencies now looking at the Ukrainian case, it poses a rather radical challenge to their existing approaches. 
What makes Ukrainian innovation dynamic is not the individual pieces of kits themselves but the general ecosystem for innovation that the Ukrainian side has created. As the Ukrainians faced an existential threat, they were able to push aside existing bureaucratic models and incentives, catalysing systemic change. It must be recognised that there was no innovation until 2014 in Ukraine – the threat was critical – and that when this innovation developed it was heavily dependent on civic mobilisation for the war effort. This is not straightforwardly replicable by western defence producers, posing a political challenge to how they overcome the path dependencies and incentives embedded in their existing procurement processes. This means as a result European rearmament is not proceeding at the scale required because of high costs.  
At the moment, from Ukraine’s perspective innovation in western defence is coming too late. There is a particular problem in western equipment being overly complicated, requiring training etc, which reflects the generally “baroque” character of the model. 
Going forward, there could be opportunities to integrate Ukrainian veterans into European armed forces to diffuse lessons from the war and strengthen defence. This will be challenging because Ukrainian forces will often lack “soft skills”, i.e., they are highly expert in the nature of warfare with Russia – vital skills to learn from – but may not have the expertise to diffuse this knowledge to wider forces. This could be supported and resolved through collaborations with the many Ukrainians civic organisations that do have these skills.  
China – linking back to the opening discussion – is the most important supplier of component parts for Ukrainian military and defence ecosystem. The Chinese case illustrates the need to loosen focus on maximisation of shareholder value, as its industrial model involves firms accepting lower rates of return and recognising the need to make continual, largescale investment in research and development. 
The meeting also discussed the global diffusion of drone warfare capabilities and the complex power dynamics they have developed. Authoritarian states with hierarchical systems – like the Russian regime or the Myanmar military junta – have cooperated with one another to share these capabilities. In the face of the asymmetric advantages that their antagonists – e.g. the Myanmar rebels or Ukraine – were gaining at the expense of these forces, they were able to adapt their own systems to capitalise on this technology. 
   
Background readings 
Understanding the ‘China Factor’ in the Russia-Ukraine War https://peacerep.org/publication/understanding-the-china-factor-in-the-russia-ukraine-war/ 
Russo-Ukrainian War: The Political Economy of the Present Balance of Forces https://peacerep.org/wp-content/uploads/2025/04/Russo-Ukrainian-War-The-Political-Economy-of-the-Present-Balance-of-Forces-DIGITAL.pdf 
From the Battlefield to the Future of Warfare: Harnessing Ukraine’s Drone Innovations to Advance U.S. Military Capabilities — KSE Institute Report https://kse.ua/about-the-school/news/from-the-battlefield-to-the-future-of-warfare-harnessing-ukraine-s-drone-innovations-to-advance-u-s-military-capabilities-kse-institute-report/ 
How Myanmar’s War Became the World’s Second Biggest Drone Fight https://www.lse.ac.uk/ideas/publications/research-reports/how-myanmars-war-became-the-worlds-second-biggest-drone-fight 
Beyond Manoeuvre Theory for European Defence https://www.researchgate.net/publication/401137994_Beyond_Manoeuvre_Theory_for_European_Defence 
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