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> Ukraine has developed one of the world’s
most capable and innovative defence in-
dustries. Deeper EU-UKkraine industrial co-

F R 0 M AS S I ST A N c E operation will bolster Kyiv’s ability to resist

and deter Russia while also strengthening

TO I N T E G R AT I 0 N Europe’s deterrence posture. Both consti-

tute key European security interests.

EU-Ukraine defence-industrial cooperation is mov- > While there are real obstacles to deeper
ing from a logic of support to one of partnership. cooperation, Ukraine and Europe possess
Following Russia’s full-scale invasion in 2022, complementary strengths: Ukraine of-
European support initially took the form of arms fers unique experience and know-how,
deliveries, including through the EU’s ammuni- while Europeans can provide capital
tion initiative and the Czech ammunition initiative. and advanced technology and generate
Later, Europe’s focus broadened to financing produc- long-term demand.

tion in Ukraine, a model pioneered by Denmark and
subsequently adopted by the EU, which began chan-
nelling windfall profits from Russia’s frozen assets
into Ukrainian defence production. The volume of EU
support expanded further with the approval of a €90
billion support loan for 2026-27, around €60 billion
of which will be directed to defence, on top of bilat-
eral assistance by Member States. Over the past year,
the relationship has increasingly evolved from one
based on assistance towards one centred on industrial

> The EU should combine sustained support
for Ukraine with efforts to accelerate its in-
tegration into Europe’s defence industrial
base. It can do this by providing financing,
creating stronger incentives for Ukrainian
participation in EU instruments, support-
ing production in Ukraine and in the EU,
and fostering deeper partnerships between
Ukrainian and European firms.
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cooperation and integration. However, the transition
is not complete. Crucially, much cooperation still fo-
cuses on maintaining and producing existing systems
rather than jointly developing new ones.

The partnership is driven both by governments
and by an emerging network of industrial partner-
ships linking Ukrainian defence companies to their
European counterparts. European firms have estab-
lished maintenance and repair operations in Ukraine,
as with the joint venture between Rheinmetall and
Ukrainian Defence Industry (UDI) or the KNDS sub-
sidiary focusing on maintaining and repairing tanks
and artillery. European companies have also es-
tablished production in Ukraine, such as the am-
munition production operation set up by the Czech
company CSG with Ukrainian partners. European
governments and companies have been reluctant to
localise advanced production in Ukraine, but that
position is beginning to shift. In July 2026, France
authorised licensed production of SCALP missiles in
Ukraine, while France and Italy authorised licensed
production of Aster 30 air-defence interceptors ®.
Industrial integration is also proceeding in the op-
posite direction. Quantum Frontline Industries, a
German-Ukrainian joint venture between Quantum
Systems and Frontline Robotics, began producing
Ukrainian-designed drones in Germany in 2026.
Ukraine’s Fire Point is establishing production for
rocket propellant in Denmark, although the project
has been delayed until late 2027®.

Joint capability development is gaining momen-
tum, with Europeans increasingly seeing Ukraine as
a contributor of technology and know-how. Several
European governments, including Germany, France
and Denmark, have concluded agreements with
Ukraine focusing on joint development and produc-
tion of capabilities such as drones and air defence
systems. Perhaps the most ambitious example of this
new trend is Project Freya, which emerged in July
2026 as a potential flagship project for a ten-country
anti-ballistic missile coalition including Ukraine.
Ukraine’s Fire Point could supply a launcher and the
FP-7 interceptor missile while over a dozen European
partners provide radars and other critical compo-
nents. While assembling all these pieces together is
no easy task, the direction of travel is clear®.

The EU has a substantial toolbox to support Ukraine’s
integration into the European Defence Technological
and Industrial Base (EDTIB). Member States can use
SAFE loans to buy Ukrainian equipment, and pro-
duction can take place in Ukraine. 15 of the 19 na-
tional SAFE plans submitted to the Commission in-
clude projects with Ukraine. Additionally, Ukrainian
companies can participate in EU instruments such as
the European Defence Fund (EDF) and the European
Defence Industry Programme (EDIP) which also in-
cludes the Ukraine Support Instrument, a financial

envelope dedicated to supporting the integration of
Ukraine’s defence industry. The EU has also taken
on a major role in fostering cooperation by bring-
ing companies together and facilitating partnerships,
for example through the Defence Innovation Office in
Kyiv or the BraveTech EU initiative. The EU-Ukraine
Defence Industrial Partnership announced in July
2026 should further deepen cooperation.

UKRAINE'S DEFENCE
INDUSTRY RELOAD

The war has led to a deep transformation in Ukraine’s
defence industry. Ukraine has substantially scaled up
defence industrial production to sustain its war ef-
fort against Russia since 2022, reversing a long de-
cline following the dissolution of the USSR. It is set to
produce around 7 million drones this year, almost a
tenfold increase over the past three years®. Domestic
production now covers around 50% of Ukraine’s de-
fence needs, and localisation of component produc-
tion is advancing. However, reducing critical depend-
encies on batteries and sensors remains difficult due
to China’s dominance in critical raw materials com-
bined with export controls and bottlenecks in areas
such as semiconductor production.

The speed of Ukraine’s innovation is equally im-
pressive ®. It directly contributes to strengthening
Ukraine’s defences but has also become a valuable
asset that the government seeks to leverage to gen-
erate more support for resisting Russia’s aggression,
as demonstrated by recent drone deals with the Gulf
States and the US. These reflect both rising global
demand for the drone and electronic warfare sys-
tems that Ukraine has mastered, and its own spare
production capacity: estimated at €30.5 billion, pub-
lic procurement (even with EU assistance) now uses
only 30 % of this capacity®. According to some esti-
mates, Ukraine could export up to €1.8 billion worth
of arms in 2026, excluding the production generated
by joint ventures™. The government has established a
new mechanism to approve export licences designed
to attract more international financing while safe-
guarding sufficient deliveries for Ukraine’s own de-
fence - and directing a portion of the proceeds from
sales (20 % in the case of finished products and tech-
nologies) to a special industry development fund.

Despite this remarkable progress, challenges persist.
The security of production lines remains a critical
concern, part of the skilled workforce has been de-
ployed to the front line, and progress on reforming
the governance of state-owned enterprises (SOEs)
and public procurement has been uneven. The dis-
missal of Defence Minister Mykhailo Fedorov in the
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The anatomy of integration
Selected examples of EU-Ukraine defence industry cooperation

SUSTAINMENT

Rheinmetall-
Ukrainian Defence Industry

KNDS Ukraine
Subsidiary
maintenance, repair, training Joint venture

and spare parts repair and maintenance hub

in Ukraine

PRODUCTION

Fire Point* Skyeton-Tropozond
planned production of solid Ukrainian-designed UAVs
rocket propellant in Denmark manufactured in Slovakia
U&C UAS Ukrainian Armor-CSG
production of Ukrainian- ammunition produced in
designed drones in Czechia  Ukraine under CSG licence
VDL Defentec- Quantum Frontline Industries
Greentech Harvest Quantum Systems-Frontline
production of drones in the  Robotics joint venture
Netherlands producing Ukrainian-designed
UAVs in Germany

DEVELOPMENT

Helsing-Culver Aerospace*®
planned joint development
and manufacture of
air-defence drones

Auterion-Airlogix
Auterion-Airlogics joint venture
producing and developing
UAVs in Germany.
Quantum Tencore Industries Insta-Tencore®

Quantum Systems-Tencore joint  planned Finnish—Ukrainian

venture cooperation on ground
producing ground robots in  vehicles
Germany Frejya*

planned joint development of
anti ballistic missiles

* planned

summer raises concerns about whether the drive for
innovation and reform, which has at times had to
overcome systemic inertia, can be sustained.

The Ukrainian defence industry is a Janus-faced crea-
ture. There is the open innovation ecosystem com-
prising around 800 companies that account, among
other things, for up to 90 % of FPV drone production.
The Bravel1 coordination platform serves as an inter-
face for this ecosystem and as a technological accel-
erator for defence projects, supplying funding, testing
and feedback loops, as well as links to procuring en-
tities including battlefield units. It is this ecosystem
that, if maintained and developed, will provide most
assets for the future defence of Ukraine - not by re-
moving troops from the front line as some in Ukraine
would hope, but by better countering the acute threats

posed by the fast missiles or jet-powered drones that
Russia is now fielding. It can also play a valuable role
in devising cooperative, or even integrated, solutions
with the EU.

Yet the neoliberal, market-driven logic that defines
the innovation ecosystem also comes with challeng-
es. These include scaling up and standardising pro-
duction and reducing dependence on competitively
priced Chinese suppliers despite structural disincen-
tives. They also include legal and broader norma-
tive concerns over sharing data collected from drone
strikes with partners developing advanced Al target-
ed algorithms.

In addition to the dynamic innovation ecosystem,
however, a conglomerate of around 100 legacy de-
fence companies operates under the aegis of UDI,
the restructured former Ukroboronprom. Governance
reform of these SOEs, including their transforma-
tion into joint stock companies with independent
supervisory boards responsible for defining strate-
gies, KPIs and controls, is ongoing. While reform of
the UDI’s governance as a whole has advanced rap-
idly, progress at the level of individual constituent
companies has been slow. This is where the EU can
help, both by removing obstacles to greater efficiency
and by facilitating deeper cooperation with European
partners. Beyond red tape and insufficient incentives,
such cooperation has to contend with not only secu-
rity but also political risks related to corruption and
the protection of intellectual property.

STRENGTHENING
THE PARTNERSHIP:
FIVE PRIORITIES

The first priority for the EU should be sustaining and
ideally expanding financial support so that Kyiv can
make full use of its defence industrial capacity. The
current level of EU financing, with the support loan
in place, should be sufficient to keep Kyiv supplied
until the end of 2027, but more support will be neces-
sary to sustain Ukraine’s defence after that. To that
end, the EU should reconsider the issue of Russia’s
frozen assets. Mobilising more private financing for
Ukrainian defence will also be crucial. At the same
time, the EU needs to ensure that Ukraine, first and
foremost, and then other European partners, are
key beneficiaries of any technological innovation EU
funds help to advance.

The second priority for the EU should be ensuring
that its instruments in support of Ukraine’s defence
needs are effective, and minimising the time between
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identifying requirements and allocating funding. EU
instruments should also do more to promote the up-
take of Ukrainian innovation and expertise across
Europe’s defence industrial base. The EU should
develop stronger incentives to give Ukraine a more
significant role in defence integration programmes.
Possible future iterations of SAFE could encour-
age Ukrainian participation by linking loans to EDIP
grants, or by making Ukrainian participation a posi-
tive criterion when assessing national plans. Much
will also depend on the degree to which the award
criteria in the proposed European Competitiveness
Fund actually incentivise, rather than merely allow,
cooperation by awarding higher scores and financing
rates to projects involving Ukrainian companies.

Third, European production in Ukraine should be en-
couraged where possible. Producing arms in Ukraine
would allow European firms to access a skilled labour
force, especially after a possible future ceasefire, and
to more easily test equipment. Localising assembly
or component production can be feasible in a limited
timeframe, but setting up full production lines is a
much more complex endeavour, and requires better
mitigation of risks.

Fourth, the EU should encourage Ukrainian compa-
nies to establish production in Europe. This would
provide Ukraine with additional production capacity
protected from direct attacks, and improve access to
European markets. Beyond inevitable security con-
cerns that only Member States can assess, financ-
ing and permitting remain significant constraints to
localising production, as shown by the delays faced
by Fire Point in starting production in Denmark. To
make Ukrainian production in Europe viable, Member
States and the EU should focus both on financial sup-
port and addressing regulatory and permitting obsta-
cles to avoid delays.

Fifth, the EU should support joint development
and production as one of the main channels of
defence-industrial integration with Ukraine. Joint
development and production can combine Ukrainian
and European technology and help Ukrainian firms
access European production capacity, funding and
assistance in meeting relevant standards and enter-
ing European and NATO procurement markets. In
particular, EU-based joint ventures (JVs) can deepen
cooperation establishing more lasting ties and po-
tentially making projects more attractive to funders.
Cooperation through EU-based structures can also
make intellectual property and export control ar-
rangements more manageable for European compa-
nies. Dedicated EU funding to support joint devel-
opment and production, for example through the
support loan as foreseen in the proposed Defence
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Industrial Partnership, is important, but support
could also entail facilitating access to testing and
certification facilities and assistance in navigating
procurement. EU programmes should give greater
weight to such partnerships, while the EU could also
help design financing packages combining Member
State support, EU funding and private capital.

Ukraine’s deeper integration into the European de-
fence industrial base will support Kyiv’s struggle
while harnessing Ukrainian experience and innova-
tion expertise to strengthen the EU’s own defences.
More integration can also consolidate the defence
partnership with Ukraine at a time when Ukrainian
defence technologies are attracting growing global
demand, from the US to the Gulf States. Deeper inte-
gration will not necessarily come with fewer condi-
tions than cooperation with other partners. However,
it promises to deliver lasting economic benefits as
well as a strong shared defence industrial base on
which to build European security. An offer like that
should be hard to beat.
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