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SUMMARY

This inquiry set out to examine the implications of Russia’s invasion of Ukraine,
and the unprecedented international response that it prompted, for UK-EU
relations. We aimed to look beyond immediate crisis management to the longer-
term impact of these developments.

We focused on four core themes: cooperation on sanctions; the UK-EU defence
relationship; reconstruction of Ukraine; and long-term implications for the UK-
EU foreign and security relationship.

In general terms, we welcome and commend the responses to Russia’s
aggression by the Government, the EU, and its Member States. Our policy
recommendations are designed to strengthen these responses and make them
more effective.

Cooperation on sanctions

The evidence we received showed that arrangements for cooperation between
the UK, the EU and other allies on imposition and implementation of sanctions
following Russia’s invasion of Ukraine have been broadly effective. The
coordination between the UK and the EU, much of it within the framework of
the G7, should be considered as a model for pragmatic cooperation that could
be replicated in other areas of the UK-EU relationships.

Overall, the UK’s post-Brexit independent sanctions regime appears to have
stood up well in the face of its first major test. Without the need for unanimity,
it has enabled the UK to be nimbler and swifter in imposing sanctions.

The UK, the EU and the US have so far been broadly in alignment on the
sanctions that they have introduced. We heard that some of the minor differences
that have emerged can be justified. Nevertheless, we received persuasive evidence
that sanctions are more effective when imposed and enforced by as broad a
coalition of countries as possible. Divergence between sanctions regimes results
in gaps and loopholes, weakening their effectiveness; it should be as limited as
possible.

We are concerned at the growing evidence that Russia has been able to
circumvent sanctions, including through third states and uninsured shadow
tanker fleets. This is an issue where decisive action by the UK and its allies is
needed.

Sanctioned Russian assets should be used for the reconstruction of Ukraine.
The Government should also work closely with its international partners and
allies, including the EU, to explore options to make this happen. The Foreign
Secretary suggested to us that a legal route exists to achieve this. We await
details of the action the Government is taking to find such a route.

We find it incomprehensible that the promise made by sanctioned Russian
businessman Roman Abramovich to use the proceeds from the sale of Chelsea
FC to support Ukraine remains unfulfilled, and that the assets remain frozen.
This impasse reflects badly on both Mr Abramovich and the Government,
which ought to have pushed for a more binding commitment. The funds should
be released as soon as possible and should be spent in territories controlled by
the Ukrainian Government.
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The defence relationship

We welcome the leading role of the United Kingdom as the second largest
supplier of military support for Ukraine, amounting to £7.1 billion overall at
the time of writing, and the encouragement that the Government has provided
to other European countries to provide support.

We are, however, concerned about challenges to sustaining the current levels
of support in the medium and longer term. The Government should continue
to work with European partners and allies in providing military aid to Ukraine
for as long as it takes to reverse Russian aggression. Close UK-EU cooperation
to ensure a continued supply of sufficient military support for Ukraine would
be of particular importance in the case of a policy change by a future US
administration.

The EU has re-evaluated its defence policy and approach to resilience over the
past two years. While it is too early to properly assess many of its new initiatives,
and some initial outcomes are currently limited, the EU is now in the process
of developing its defence industrial ecosystem. We believe that the UK should
seek to engage with this ecosystem where this is in the UK’s interests, while also
continuing to collaborate with individual EU Member States on bilateral and
minilateral projects.

It is a matter of regret that the current rules for third-country participation in
European Defence Fund projects act as a barrier to UK involvement, given that
the strategic interests of the UK and EU are closely aligned. Protectionism is
not the way to build an efficient defence industry.

Any UK-EU cooperation on defence must be complementary with NATO’s
objectives. NATO remains the leading organisation for defending Europe and
setting standards to enable military interoperability between European allies.

Reconstruction of Ukraine

The reconstruction of Ukraine will be a colossal undertaking, regardless of the
outcome of the conflict. It cannot wait until the war has finished. Much of
Ukraine is in urgent need of international support and rebuilding.

It is imperative that governments and international organisations, including the
UK and the EU, cooperate closely throughout the reconstruction process to
prevent duplication and ensure that all international partners are working on the
basis of a coherent programme that best meets Ukraine’s needs. We welcome
the UK’s close involvement up to this point, including hosting the successful
Ukraine Recovery Conference in London in June 2023. We also welcome the
establishment of the Multi-Donor Cooperation Platform for Ukraine and urge
the Government to remain closely involved in its work over the coming years.

The UK has a strong reputation in Ukraine, with expertise in several sectors
essential to reconstruction, such as private sector investment and the insurance
industry. The Government should take full advantage of this and play a leading
part, working closely with the EU, its Member States, and other partners.

Reconstruction is expected to be linked closely to Ukraine’s candidacy for
EU membership. The drive to meet the criteria for EU membership is likely
to serve as a lever for reforms to Ukraine’s economy and public institutions.
The Government should work closely with the EU to ensure that assistance
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provided to Kyiv serves the shared objective of bringing Ukraine into Western
institutions.

The Government is well placed to take a prominent role, working with the
EU and other international partners, in supporting Ukraine’s efforts to tackle
corruption and strengthen its public institutions. This will be vital to creating
an environment where public and private sector donors have the confidence to
invest in Ukraine.

Long-term implications for the UK-EU foreign policy and security
relationship

In the context of the immediate threat to its security posed by the Russian
invasion of Ukraine, the EU has demonstrated an ability to perform a more
“geopolitical” role. Given the EU’s size and its geographical proximity to the
UK, any change in the EU’s approach to foreign and security policy will be
bound to have implications for UK national security. However, it remains to
be seen whether developments over the past two years represent a durable
change in the EU’s approach. The EU has not achieved such a clear and united
response to the recent crises in the Middle East, reflecting greater divisions
between Member States.

Any future reduction in US support for Ukraine and for wider European security
would be a challenge to the whole continent. The UK, the EU and its Member
States should ensure that they are prepared for a scenario in which they may
need to take on a greater share of the burden, despite all the difficulties.

The Russian invasion of Ukraine has created a new context for the UK-EU
engagement on foreign and security policy that was absent when the Trade and
Cooperation Agreement was negotiated. While we acknowledge that the ad hoc
arrangements for cooperation with the EU on Ukraine have worked effectively,
we believe that there would be considerable value in complementing these with
more regular arrangements for forward-looking cooperation between the UK
and the EU in relation to longer-term challenges such as policy towards China.
We therefore reiterate our previous recommendation that the Government
should approach the EU with a view to establishing more regular, forward-
looking formats for cooperation on major foreign policy and security issues.







The Ukraine Effect: The impact of
Russia’s invasion of Ukraine on the
UK-EU relationship

CHAPTER 1: INTRODUCTION

On 24 February 2022, Russia started a full-scale invasion of Ukraine. The
UK, the EU, individual EU Member States and other partners immediately
condemned the invasion and have since been providing large amounts of
military and economic support to Ukraine.

The UK has played a key role in the West’s response to the invasion, including
a commitment of £7.1 billion of military assistance to Ukraine to date.!

The crisis, despite delays to agreement on some initiatives due to the need
to reach consensus among Member States, has prompted an unprecedented
response from the EU. It has introduced new mechanisms (such as common
ammunition procurements through the Regulation establishing the Act
in Support of Ammunition Production)? and creatively developed existing
mechanisms (for example, providing lethal support to Ukraine through the
European Peace Facility).’

Russia’s actions have prompted a re-evaluation of various aspects of foreign,
security and defence policy in both the UK and the EU. The UK published a
revised security strategy in March 2023.* Meanwhile, the EU has developed
a vision for a more “geopolitical EU”, set out in the EU Strategic Compass
published in March 2022.° The Russian invasion of Ukraine also prompted
notable policy shifts in individual Member States—for instance, Germany
committed to a substantial increase in defence spending and Denmark ended
its longstanding opt-out from EU defence and security initiatives.

These developments have changed the whole context of UK-EU relations in
this field compared to when the Trade and Cooperation Agreement (TCA)
was agreed in 2020. The T CA contains no provisions for UK-EU cooperation
on external affairs, with the UK Government having decided not to pursue
a legally-binding “security partnership” along the lines of those envisaged in
the UK-EU Political Declaration of 2019.

The invasion has led to much closer cooperation between the UK and the
EU on foreign and security policy. EU leaders, in alignment with the UK,
US and Canada, have consistently demanded immediate Russian withdrawal

This comprises commitments of £2.3 billion in 2021/22 and 2022/23, and £2.5 billion in 2023/24.
See Prime Minister’s Office, 10 Downing Street, ‘PM in Kyiv: UK support will not falter’ (12 January
2024): https://www.gov.uk/government/news/pm-in-kyiv-uk-support-will-not-falter [accessed 23
January 2024]

The Council and the European Parliament agreed the text of the Regulation in July 2023.

European Commission, ‘European Peace Facility’: https:/fpi.ec.europa.eu/what-we-do/european-
peace-facility en [accessed 23 January 2024]

HM Government, Integrated Review Refresh 2023, CP 811 (March 2023) : https://assets.publishing.
service.gov.uk/media/641d72f45155a2000c6ad5d5/11857435_NS_IR_Refresh 2023_Supply
AllPages Revision 7 WEB_PDF.pdf [accessed 23 January 2024]

European Union, A Strategic Compass for Security and Defence (March 2022): https://www.eeas.europa.
eu/sites/default/files/documents/strategic_compass_en3 web.pdf [accessed 23 January 2024]



https://www.gov.uk/government/news/pm-in-kyiv-uk-support-will-not-falter
https://fpi.ec.europa.eu/what-we-do/european-peace-facility_en
https://fpi.ec.europa.eu/what-we-do/european-peace-facility_en
https://assets.publishing.service.gov.uk/media/641d72f45155a2000c6ad5d5/11857435_NS_IR_Refresh_2023_Supply_AllPages_Revision_7_WEB_PDF.pdf
https://assets.publishing.service.gov.uk/media/641d72f45155a2000c6ad5d5/11857435_NS_IR_Refresh_2023_Supply_AllPages_Revision_7_WEB_PDF.pdf
https://assets.publishing.service.gov.uk/media/641d72f45155a2000c6ad5d5/11857435_NS_IR_Refresh_2023_Supply_AllPages_Revision_7_WEB_PDF.pdf
https://www.eeas.europa.eu/sites/default/files/documents/strategic_compass_en3_web.pdf
https://www.eeas.europa.eu/sites/default/files/documents/strategic_compass_en3_web.pdf
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from Ukraine, and have cooperated on far-reaching sanctions against the
Russian state and individuals close to the regime, as well as on military,
political, financial and humanitarian support to Ukraine.

Since 23 February 2022, the EU, in cooperation with international partners
including the UK, hasintroduced extensive individual and economic sanctions
against Russia and Russian individuals, including President Vladimir Putin,
Foreign Minister Sergey Lavrov and members of the Russian State Duma
and National Security Council.® In March 2022 the sanctions regime was
extended to Belarus, as a consequence of the decision of the regime in Minsk
to allow Russian forces to use its territory to attack Ukraine from the north.

Our report, The future UK-EU relationship, published in April 2023, included
recommendations about UK-EU foreign and security policy cooperation.’
This report builds on those recommendations, with a specific focus on
the longer-term implications of Russia’s invasion of Ukraine for UK-EU
relations.

Our inquiry

We aimed to look beyond immediate crisis management towards the handling
of longer-term issues, focusing on the following four themes:

(1) Cooperation on sanctions
(2) The UK-EU defence relationship
(3) Reconstruction of Ukraine

(4) Long-term implications for the UK-EU foreign and security
relationship.

These do not comprise an exhaustive list of areas in which Russia’s invasion of
Ukraine has had implications for the UK-EU relationship. We acknowledge
that Russia’s invasion of Ukraine has also had important consequences for
other areas of UK-EU relations, notably cooperation on energy security,
which is an area we addressed in our report published in April 2023.

The evidence that we collected demonstrated that Russia’s invasion of
Ukraine has provided a context for more pragmatic and practical cooperation
between the UK and the EU, prompting them to put aside disagreements to
address a common threat.

We issued our call for evidence on 26 July 2023 (see Appendix 3). The
deadline for written submissions was 10 November 2023. 22 responses were
received.

We took oral evidence between September and December 2023, hearing from
22 witnesses. These included practitioners, experts and stakeholders. On 12
December 2023 we heard from the Minister for Europe, L.eo Docherty MP.
We are grateful to all of our witnesses, who are listed in Appendix 2.

A 12th round of sanctions was adopted by the Council on 18 December 2023, European Council,
Council of the European Union, ‘Russia’s war of aggression against Ukraine: EU adopts 12th
package of economic and individual sanctions’ (18 December 2023) : https://www.consilium.europa.
eu/en/press/press-releases/2023/12/18/russia-s-war-of-aggression-against-ukraine-eu-adopts-12th-
package-of-economic-and-individual-sanctions [accessed 23 January 2024]

European Affairs Committee, The future UK-EU relationship (4th Report, Session 2022-23, HL. Paper
184)



https://www.consilium.europa.eu/en/press/press-releases/2023/12/18/russia-s-war-of-aggression-against-ukraine-eu-adopts-12th-package-of-economic-and-individual-sanctions
https://www.consilium.europa.eu/en/press/press-releases/2023/12/18/russia-s-war-of-aggression-against-ukraine-eu-adopts-12th-package-of-economic-and-individual-sanctions
https://www.consilium.europa.eu/en/press/press-releases/2023/12/18/russia-s-war-of-aggression-against-ukraine-eu-adopts-12th-package-of-economic-and-individual-sanctions
https://committees.parliament.uk/publications/39346/documents/193260/default/
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14. On 14 December 2023 we took evidence from the Foreign Secretary, the Rt
Hon Lord Cameron of Chipping Norton.® This session covered a wide range
of issues relating to the UK-EU relationship, including those addressed by
this inquiry. We refer to his evidence in this report where it is relevant.

This report

15. The remainder of this report is divided into four chapters, focusing in turn
on each of the four themes identified above.

16. In general terms we welcome and commend the responses to Russia’s
aggression by the Government and by the EU and its Member States.
Insofar as our report includes recommendations for policy, these
are designed to strengthen these responses and make them more
effective.

17. We make this report for debate.

8 Oral evidence taken before the European Affairs Committee, 14 December 2023 (Session 2023-24),
QQ 1-34 (Lord Cameron of Chipping Norton)


https://committees.parliament.uk/oralevidence/14019/html/
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CHAPTER 2: COOPERATION ON SANCTIONS

The use of sanctions has been an important element of the respective policy
responses of the EU, the UK, the US, and other allies following the Russian
invasion of Ukraine. Sanctions have targeted Russia’s financial, aviation and
shipping sectors as well as strategic sectors of the economy such as defence,
aerospace, and energy. Sanctions have also targeted individuals close to
Vladimir Putin’s regime and those facilitating Russia’s invasion of Ukraine,
including actors in third countries.

To date, the EU has imposed twelve packages of sanctions, while the UK
has also regularly announced new sanctions designations.” There has
been considerable international cooperation on the rollout of sanctions, in
particular through the G7. The G7 countries announced plans to establish
an Enforcement Coordination Mechanism in February 2023.1°

This chapter discusses UK-EU cooperation in relation to the imposition and
implementation of sanctions following the Russian invasion of Ukraine. It
briefly discusses the new, post-Brexit UK sanctions regime and differences
between the three critical global sanctions regimes—the UK, the EU and
the US. Finally, it considers the potential use of sanctioned assets to support
reconstruction in Ukraine. Cooperation on reconstruction of Ukraine is
further discussed in Chapter 4.

Coordination of sanctions policy

The Rt Hon Baroness Ashton of Upholland told us that in her experience of
sanctions, from the time when she was responsible for sanctions coordination
as the EU’s High Representative for Foreign and Security Policy, “it is a
constant learning process”. Although the ambition is to sanction “the right
people and do it quickly”, all restrictions have to be drafted in a way that
will stand up in court. The basis for sanctions is to “either stop something
getting worse, stop something happening or throw it into reverse”. From her
experience, “coordination is everything”—>”the heavier the sanctions, the
more it is co-ordinated, the more it has an impact, the better”.!! HE Pedro
Serrano, the EU Ambassador to the UK, similarly emphasised that “a bigger
number” of countries imposing sanctions “is certainly much more useful
than just one state or a couple of states doing it on their own”.!?

Spotlight on Corruption described the global sanctions response as
“unprecedented”, including in the “extent of international coordination and
cooperation that this has entailed”.!? The current structures of cooperation in
relation to sanctions against Russia and Belarus involving the UK, as outlined
by the Foreign, Commonwealth and Development Office (FCDO), include
“regular, informal engagement with the EU institutions and Member States”,
discussions with other G7 countries, and cooperation through the “attaché
network of sanctions professionals”. This is further supplemented by “wider

10

11
12
13

European Commission, ‘Sanctions adopted following Russia’s military aggression against Ukraine’:
https://finance.ec.europa.eu/eu-and-world/sanctions-restrictive-measures/sanctions-adopted-
following-russias-military-aggression-against-ukraine en [accessed 23 January 2024]

Prime Minister’s Office, 10 Downing Street, G7 Leaders’ Statement: (24 February 2023): https://
www.gov.uk/government/publications/uk-france-joint-leaders-declaration/uk-france-joint-leaders-
declaration [accessed 23 January 2024]

Q 5 (Baroness Ashton of Upholland)

Q 76 (HE Ambassador Pedro Serrano)

Written evidence from Spotlight on Corruption (RIU0022)



https://finance.ec.europa.eu/eu-and-world/sanctions-restrictive-measures/sanctions-adopted-following-russias-military-aggression-against-ukraine_en
https://finance.ec.europa.eu/eu-and-world/sanctions-restrictive-measures/sanctions-adopted-following-russias-military-aggression-against-ukraine_en
https://www.gov.uk/government/publications/uk-france-joint-leaders-declaration/uk-france-joint-leaders-declaration
https://www.gov.uk/government/publications/uk-france-joint-leaders-declaration/uk-france-joint-leaders-declaration
https://www.gov.uk/government/publications/uk-france-joint-leaders-declaration/uk-france-joint-leaders-declaration
https://committees.parliament.uk/oralevidence/13622/html/
https://committees.parliament.uk/oralevidence/13800/html/
https://committees.parliament.uk/writtenevidence/126487/html/
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cooperation including quarterly senior-official meetings encompassing the
Sanctions Coordinators Forum, attended by all EU Member States and G7
partners; the Russian Elites, Proxies, and Oligarchs Taskforce; and the G7
Enforcement Coordination Mechanism”.!*

Our witnesses have underlined the role played by the G7. Sir Julian King,
a former European Commissioner for the Security Union, underlined the
role of G7 in sanctions coordination, providing the UK, EU, US and other
countries with a “safe space” to work together that he described as a “very
interesting framework” of cooperation.’®

Daniel Drake, Deputy Director (Sanctions) at the FCDO, told us that
sanctions cooperation is “ultimately ... a team sport”. Coordination was
done primarily through the G7, “which has created a platform through
which the EU can take that to its member states and negotiate successive
sets of sanctions packages”. It is also “a useful mechanism to get a collective
political commitment to take action”. He noted that the group was negotiating
a potential 12th package of sanctions (Mr Drake gave the evidence on 14
December. On 18 December the European Council announced the 12th
package)'®. Overall, he thought all countries cooperating on sanctions against
Russia had complemented each other and where possible, tried to align.!’

In addition to the work at the G7 level, cooperation between the UK and
the EU on sanctions was typically seen as having been effective overall. HE
Pedro Serrano summarised it as “more regular than structured”.!® Professor
Anand Menon, Director of UK in a Changing Europe, said that both sides
“seem pretty happy” with the way coordination has worked so far.! Dr
Benjamin Martill, Senior Lecturer in Politics and International Relations at
the University of Edinburgh, noted that the “positive” nature of interactions
on sanctions is acknowledged by both UK and EU officials.?° Meanwhile,
REDRESS told us that both the EU and UK have now designated over
1,200 Russian individuals and that many of these designations have been
coordinated.

Tom Keatinge, Director of the Centre for Financial Crime and Security
Studies at the Royal United Services Institute, referred to “extremely
close working co-operation” between the UK and the EU on sanctions
since February 2022, with the sanctions division at the UK Mission to the
European Union being “one of the few areas ... where you do not sense
Brexit”.?! He referred to the Political Declaration signed by the UK and the
EU in 2019, which acknowledges that the UK will be free to pursue its own
sanctions policy, but also stated that close consultation, cooperation and

14
15
16

17
18
19
20
21

Written evidence from the Foreign Commonwealth and Development Office (RIU0012)

Q 4 (Sir Julian King)

On 18 December 2023, the European Council announced the introduction of the 12th package of
sanctions. As noted in the press release, “The ban of Russian diamonds is part of a G7 effort to
develop an internationally coordinated diamond ban that aims at depriving Russia of this important
revenue source.”. See more: European Council, Council of the European Union, ‘Russia’s war of
aggression against Ukraine: EU adopts 12th package of economic and individual sanctions’ (18
December 2023): https://www.consilium.europa.eu/en/press/press-releases/2023/12/18/russia-s-
war-of-aggression-against-ukraine-eu-adopts-12th-package-of-economic-and-individual-sanctions/
[accessed 23 January 2024]

Q 92 (Daniel Drake)

Q 76 (HE Ambassador Pedro Serrano)

Q 35 (Professor Anand Menon)

Written evidence from REDRESS (RIU0011)

Q 43 (Tom Keatinge)



https://committees.parliament.uk/writtenevidence/126301/html/
https://committees.parliament.uk/oralevidence/13622/html/
https://www.consilium.europa.eu/en/press/press-releases/2023/12/18/russia-s-war-of-aggression-against-ukraine-eu-adopts-12th-package-of-economic-and-individual-sanctions/
https://www.consilium.europa.eu/en/press/press-releases/2023/12/18/russia-s-war-of-aggression-against-ukraine-eu-adopts-12th-package-of-economic-and-individual-sanctions/
https://committees.parliament.uk/oralevidence/13995/html/
https://committees.parliament.uk/oralevidence/13800/html/
https://committees.parliament.uk/oralevidence/13885/html/
https://committees.parliament.uk/writtenevidence/126159/html/
https://committees.parliament.uk/oralevidence/13729/html/
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sharing of information should continue. That, in his experience, has been
the case, and even if “there are listings that the EU has that the UK does
not, and vice versa” this arena “is one of bonhomie” between the UK and
the EU.%2

Dr Martill indicated that EU and UK packages have been “developed in
parallel with informal coordination ongoing ever since Brexit”.?> In his
assessment the UK remains a “major player” on sanctions given the role of
the City of London and remains “a key policy architect effectively signing
onto and mirroring what is now an agreed EU position, albeit on the basis of
UK expertise®*”,

Some witnesses nevertheless considered that existing mechanisms for
sanctions coordination may have limitations from a UK perspective. For
example, Ian Bond and Dr Luigi Scazzieri, respectively Deputy Director
and Senior Research Fellow at the Centre for European Reform, told us
that it was harder for the UK to ensure that its interests were reflected in
EU sanctions packages than had been the case when the UK was an EU
member.>®

Agathe Demarais, Senior Policy Fellow for Geoeconomics at the European
Council on Foreign Relations, emphasised that, in spite of expectations
that the UK would continue to apply EU rules on sanctions post-Brexit,
the UK has in fact implemented sanctions in an “autonomous” manner.
While “informal” discussions between the UK and EU are taking place, she
suggested that these are the “exception rather than the rule”.?

Maya Lester KC, aleadinglegal expert on sanctions policy, expressed concern
that the cooperation experienced over the past two years may have “a shelf
life”, given that some EU Member States, notably Hungary and Slovakia,
may now be reluctant to pursue further sanctions packages.?’” Dr Stefan
Meister, Head of the Center for Order and Governance in Eastern Europe,
Russia and Central Asia at the German Council on Foreign Relations,
shared similar sentiments. Although the sanctions packages introduced so
far are “quite comprehensive”, he saw “a limit” to the willingness to impose
more sanctions. Instead, he suggested that the priority should now be to
close the existing gaps, exploited by Russia, and to systematically work on
secondary sanctions aimed at third countries helping Russia to bypass the
existing sanctions regime.*®

Arrangements for cooperation between the UK, the EU and other
partners on the imposition of sanctions since the Russian invasion of
Ukraine have been effective overall. These should be considered as
a model for pragmatic cooperation between the UK and the EU that
could be replicated in other areas of the UK-EU relationship.
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The UK sanctions regime

Ms Lester told us that following the UK’s exit from the EU, the Government
had faced an “extraordinarily difficult task” to try to carry over EU sanctions
into UK legislation. The Government’s intention had been to maintain
continuity of EU sanctions in the UK. This was achieved through the
Sanctions and Anti-Money Laundering Act 2018, under which 35 sanctions
regimes were drafted into UK regulations, “with all the evidence for the
thousands of people listed reviewed by the FCDO”.?°

Ms Lester explained that the UK had been able to “learn from its experience
with EU sanctions and improve on that with its own domestic legal
framework”. She considered that the UK now had “a very well thought-
through and effective legal framework for the imposition of sanctions”. No
longer constrained by the need for unanimity within the EU, the UK can be
“nimbler and swifter” in imposing sanctions.>°

Mr Keatinge (RUSI) observed that the Government had been trying to
demonstrate the independence of its sanctions regime before Russia’s invasion
of Ukraine, when the Rt Hon Dominic Raab MP was Foreign Secretary and
his ambition had been to use sanctions “to demonstrate British values”. All
of that work had been swept aside following the events of February 2022.3!

Ms Lester drew our attention to an “urgent procedure” for imposing sanctions
introduced following the Russian invasion of Ukraine. This instrument
allows the Government to “designate people in the UK simply because the
EU has designated them ... or the US, Canada or Australia”. She noted that
the UK has imposed a vast number at a very quick pace, while relying on the
work done by other allies. *2

Some aspects of the UK sanctions regime remain a work in progress. Ms
Lester drew attention to what she saw as limited resources and a lack of
clarity resulting from the speed at which sanctions have been imposed
on Russia. The FCDO and HM Treasury (HMT) had been “absolutely
swamped” with inquiries, licence applications and other queries, largely as
a consequence of the pace at which sanctions on Russia were introduced.
Although the numbers of personnel working on sanctions at the HMT-based
Office of Financial Sanctions Implementation (OFSI) and at the FCDO had
increased, she said that this had not yet led to all inquiries being dealt with
at an increased pace.?? In addition, the speed of introduction of these legal
restrictions was not matched by clarity of guidance. As a consequence, the
business community operates in an area of “great uncertainty”.*
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An additional area of uncertainty for British businesses is who exactly is
subject to sanctions introduced by the Government. While the Government
lists all individuals who are targeted for asset-freezes and travel bans, any
restrictions also extend to the companies they control, but these are not listed
by the Government. Citing different decisions by the High Court and the
Court of Appeal on the implications of this problem, Ms Lester argued that
this has led to uncertainty. The ensuing “chaos” required the Government’s
intervention and an announcement that it will “try to list entities by name
where we can”. In Ms Lester’s assessment, this is currently as area “of
complete uncertainty”, where legal clarity is required.?’

In its written evidence, Spotlight on Corruption noted that the Government
has prevailed in every court challenge of its sanctions measures so far.’®
REDRESS raised concerns that the UK’s broad criteria impeded the ability
of individuals to challenge sanctions designations.?’

Another change noted by Ms Lester when comparing the UK and the EU
sanctions regimes is that the former do not expire while EU sanctions have to
be reconsidered or reviewed every six months: “The UK went from annual
reviews to triannual reviews to no reviews”.?® This may lead some of the
designated people to be frustrated that there is no possibility of engagement
with the Government on what action they could take to be removed from the
list following a review”® (see further discussion in the section on off ramps,
paragraphs 85—87).

Mr Keatinge predicted that a new “UK independent sanctions regime 2.0”
will “emerge” from the work currently being conducted on Russia sanctions
and therefore suggested that “the jury is still out”.*°

We recognise that the UK’s independent sanctions regime is still a
work in progress, but it appears, on balance, to have been effective
overall in the context of the sanctions introduced following the
Russian invasion of Ukraine. Without the need for agreement on
unanimity, the UK can be nimbler and swifter in imposing sanctions.

Nevertheless, some witnesses expressed doubts about aspects of
the UK’s post-Brexit sanctions regime including a lack of detail in
listing individuals but not the companies they control and questions
about the efficacy of enforcement through the work conducted by
the National Crime Agency and the Office of Financial Sanctions
Implementation. We ask the Government to respond to these specific
concerns in its response to this report, addressing in particular the
robustness with which breaches of UK sanctions are investigated and
enforced.

We note that the current sanctions mechanism in the UK does not
include a sanctions review mechanism akin to the EU’s sanctions
review system. We ask the Government to explain in its response to
this report why that is the case and whether it is considering further
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changes to the current regime as it reviews how it functions in
response to Russia’s invasion of Ukraine.

Differences between the UK, EU and US sanctions regimes

Several witnesses, including Susi Dennison, Senior Policy Fellow at
the European Council on Foreign Relations, expressed concern about
“loopholes” resulting from different criteria for listings between different
sanctions regimes.*

Radostaw Sikorski, a former Minister of Foreign Affairs of Poland, emphasised
to us (before he was reappointed to that position in December 2023) that
having similar lists of sanctioned institutions, companies or individuals
“on both sides of the Atlantic and on both sides of the Channel” made
sanctions more effective.*> He told us that the argument for coordinating
was “overwhelming” and stressed that it was essential to “plug holes that
companies and potential breakers of sanctions find”.*

Neil Whiley, Director, Sanctions and Export Controls at the trade association
UK Finance, told us that a challenge for international companies arises
when different sanctions regimes, involving the same person, are imposed
without international coordination as this will create opportunities for asset
flight from one jurisdiction to another.** In order to address this issue, the
Government has introduced its urgent procedure, “where we can list EU,
US, Australian and Canadian listings” (what Mr Keatinge refers to as “the
copy and paste provision”). In theory, the procedure should prevent asset
flight, but as noted by Mr Whiley, it is not always the case.*

Spotlight on Corruption highlighted divergence in restrictions on providing
and paying for legal services. It noted that in the Government’s assessment
Russian business is “highly dependent” on UK legal services to operate
internationally.*® However, Ms Lester told us that there was a risk that
measures in this area, including some of those enacted by the Government
in July 2023, could “prohibit the giving of compliance advice on sanctions,
with different sanctions regimes”. We were told that this had led to an outcry
from UK law firms, because it seemed to suggest that such measures would
mean they would be committing a criminal offence by advising their clients
on what sanctions meant, which was not the case in the US and the EU.¥
The Government has acknowledged this issue and, in consultation with
the Law Society, put out a general licence allowing for such advice to be
provided. Ms Lester told us that, in her understanding, the Government
is currently working on amendments to the Legal Services Regulations to
assure that compliance advice is not prohibited.*®

Meanwhile, REDRESS told the Committee that “[u]nlike the EU, the UK
is yet to use its sanctions regimes to target Russian individuals and entities
specifically for their involvement in human rights violations in Ukraine and
recognise in their designations the abuses suffered by victims”. It suggested
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that such designations are “crucial to provide a form of accountability and
contribute to the documentation of the violations committed in Ukraine”.
According to REDRESS, the UK sanctions regime is nevertheless “wider in
scope” than the EU’s in some other respects, for instance covering those who
have obtained a benefit from or support the Government of Russia rather
than just those engaging in conduct that undermines the territorial integrity,
sovereignty or independence of Ukraine.*’

We also heard about some divergence between the approaches of the EU
and UK on the one hand, and the US on the other. For example, Mr Bond
and Dr Scazzieri noted that the EU and UK have historically been resistant
to “secondary sanctions” against countries perceived to be supporting
Russia, but that these are seen as a more legitimate tool by the US. They
suggested that there was a “case for the EU and the UK to consider adopting
something more like the US approach, particularly in cases where co-
ordinated lobbying has not resulted in third countries tightening up their
export control processes, or where they seem to be actively helping Russia
establish illicit supply chains”. Mr Keatinge told us that US officials, on
occasion, indicate that they “hang back” from being more “heavy handed” on
sanctions, because they want to maintain the ongoing sanctions coordination
with its European partners and allies.’® Ms Demarais indicated that, in some
circumstances, the UK may “choose to align with the US, which is typically
more hawkish on sanctions, rather than with the EU”.>!

Ms Lester considered that, although there are differences based on different
cultures and legal systems, broadly speaking the UK, the EU and the US
“have very roughly the same restrictions”. Nevertheless, she told us that
differences matter to the business community, and the financial sector in
particular, due to the costs of compliance.>?

Mr Keatinge explained that some differences between UK, EU and US
sanctions could be explained by differences between their respective
economies. While the UK had an especially strong interest in sanctions
introduced in the early stages of the conflict relating to oligarchs and financial
services, some of the more recent debates, for example about sanctioning the
diamond trade, are more relevant to the EU than to the UK (since Belgium
has a critical role in the diamond trade).”> Ms Demarais indicated that
some divergence may also be a result of the UK wishing to avoid imposing
sanctions on individuals that it has “confidential” relations with, providing
the example of “well-connected individuals that are deemed likely to take
part in a potential political transition in Moscow”.>*

Mr Drake provided us with an example of an area where sanctions regimes
may differ, but where this does not necessarily lead to gaps or loopholes.
There are types of Russian commodity where the scale of dependency
differs—while the UK may be able to move to a full ban quickly, the EU
has to negotiate it with all Member States and one country can stall or delay
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sanctions due to a high degree of dependency on the given commodity.>
The Minister for Europe indicated that generally the difference “lies merely
in the timescale of application ... it certainly does not result in gaps™.>®
Asked about the Government’s approach to divergence on sanctions, the
Minister for Europe told us that “agility” had been a key benefit of the UK’s
independent sanctions regime.’” Mr Drake explained that in some cases the
UK had been “able to move ahead maybe with a smaller set of partners”,
citing financial measures introduced in concert with the US.’® He also
highlighted some differences in the priorities of those imposing sanctions.
For instance, transport sanctions are “particularly significant” for the EU,
given its land border with Russia, but less relevant for the UK. Nevertheless,
he acknowledged that “sanctions will always be far more effective if we act
collectively as a sanctions coalition”. He considered that to date “we have
complemented each other”.>®

We have received evidence indicating that some minor differences
between UK and EU sanctions regimes have been justified in the
context of the sanctions introduced since the Russian invasion of
Ukraine. We note that, as a country outside the EU, the UK has
the freedom to align its sanctions policy with the US, which can
sometimes be more hawkish on sanctions than the EU.

Nevertheless, we received persuasive evidence that sanctions are
most effective when imposed and enforced by as wide a coalition of
countries as possible. Divergence between sanctions regimes results
in gaps and loopholes, which weakens their overall effectiveness.
This, in turn, reduces the impact that the imposition of sanctions
seeks to achieve. We therefore call on the Government to work with
its international partners to ensure that divergence on the imposition
and enforcement of sanctions regimes is as limited as possible. We ask
the Government to set out what steps it is taking to avoid the negative
impact of divergence in its response to this report.

Implementation and enforcement of sanctions

In our report published in April 2023, The future UK-EU relationship, we
identified implementation and enforcement of the sanctions that had been

imposed as an area in which closer cooperation between Western partners,
including the UK and EU, was needed (see Box 1).
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Box 1: The future UK-EU relationship report. Recommendations on
sanctions

We welcome the effective cooperation between the UK and EU in the imposition
of sanctions against Russia. The overall sanctions regime must, however, be
more robust. We believe, in particular, that closer cooperation between Western
partners, including the UK and the EU, is needed on the implementation and
enforcement of sanctions and the evaluation of their success or failure. We
therefore welcome the announcement of a new G7 Enforcement Coordination
Mechanism (Paragraph 118)

Complementary to the Enforcement Coordination Mechanism, we recommend
that the UK and the EU should agree a Memorandum of Understanding
around information sharing and cooperation on imposition, implementation
and enforcement of sanctions as soon as possible, similar to the enhanced
sanctions partnership agreement reached between the Government and the US
Treasury. This need not be an elaborate mechanism but we believe that it would
be beneficial to have some formal arrangements in place, which would help
to ensure that momentum is maintained beyond the current phase of the war
(Paragraph 119).

A careful calibration of international cooperation on sanctions policy, including
a system for monitoring enforcement, would provide added value in relation to
other current and future threats where sanctions can be a deterrent. We can be
sure that the objects of UK and EU sanctions will be working hard to diminish
their impact and only the closest cooperation over implementation will ensure
their effectiveness (Paragraph 120).

Source: European Affairs Committee, The future UK-EU relationship (4th Report, Session 2022—23, HL Paper

184)

57.

58.

Implementation

It is difficult to make an authoritative assessment of the impact of sanctions
on Russia. Some of our witnesses told us that the sanctions introduced so far
have been effective. Mr Sikorski noted the drop in Russia’s foreign income
from the sale of its oil and gas, because it had been forced to sell it either via
intermediaries, or to alternative markets, while offering discounts. He also
believed that sanctions had been effective in restricting Russian access to
chips required by them for missiles and other advanced military systems.®°
The EU Ambassador to the UK shared a similar assessment.®! However,
some commentators have argued that the sanctions have not had the impact
expected.®® Official estimates suggest that Russia’s economy grew by around
3 per cent in 2023.9

The Foreign Secretary told us that, according to FCDO estimates, without
sanctions Russia would have had over $400 billion more to fund its invasion
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of Ukraine. He added, “We think that sanctions, if you take them all together,
have been effective”. He noted that in December 2023 alone, 46 individuals
and entities involved in circumvention of sanctions on dual use technologies
had been sanctioned, including 11 in third countries—four in the UAE,
three in China and one each in Belarus, Uzbekistan, Serbia and Turkey.%*

Circumuvention

We nevertheless heard of ongoing challenges with circumvention of
sanctions. According to Mr Keatinge “circumvention” was the “buzzword
for the sanctions community in 2023”.> Dr Meister observed that Russia
has de facto created an “architecture to circumvent sanctions and the
secondary sanctions”, focusing on the sale of its natural resources and supply
of technology for the military industrial complex.®® Reports in the media
have increasingly drawn attention to this issue.®’

One of the mechanisms used by Russia to circumvent sanctions deals with
the sale of its natural resources, notably oil and gas. In September 2022, the
Finance ministers of G7 countries agreed to cap the price of Russian oil and
petroleum products, in a bid to undermine Russia’s ability to fund its actions
in Ukraine.®® On 5 December 2022 the cap was set at $60 per barrel.®

This mechanism, as Mr Whiley explained, allowed UK companies, otherwise
prohibited from dealing in Russian oil and petroleum products, to deal in
Russian oil as long as the price was below the set cap. We were told that the
companies concerned included shippers, insurers, financiers, exporters and
pilots.”” However, the Russian authorities have facilitated circumvention by
using fleets flying “flags of convenience” (flags of states with limited domestic
regulation, enforcement capacity and few criteria for registration)”, rather
than flags of the UK, EU Member States or the US. Legally, it is difficult to
sanction such vessels. Mr Keatinge noted that a lesson we should learn from
the case of evasion of oil sanctions is to continue to cooperate on “sanctions
maintenance”—*“[a]s the target shapeshifts, you need to track that”.”

The Foreign Secretary told us that the Government wants to do “everything
we can” to make sure that the cap is effective. He considered that it had
“been an effective move and has definitely starved Russia of money, but we
need to keep up the pressure of trying to make sure that, whenever they
are using shadow fleets or what have you, we go after the shadow fleet, the
money and the providers”.”
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Mr Drake added that the fact that Russia had found a way to circumvent
the oil cap was a concern for the Government. He said that the response is
twofold—first, identification of specific actors (for example, in the UAE)
that are helping Russia to violate it, and sanctioning them. Secondly, taking
steps to strengthen the price cap, working with the UK insurance industry.
At the time of writing relevant measures are being negotiated at the G7 level.™

When discussing mechanisms to address the challenge of sanctions
circumvention more generally, witnesses mentioned the need for further
coordination and for individual countries to improve the effectiveness of
their sanctions implementation.

Mr Keatinge noted two examples of close international coordination that
have been happening in response to sanctions evasion. First, regular joint
visits of three sanctions envoys (UK, US, EU) to countries where evidence
of sanctions evasion by Russia has been found, “to have conversations with
them about ensuring that they understand what it is we are trying to achieve

with the sanctions on Russia”. This had complemented coordination efforts
through G7.7

Mr Keatinge added an important caveat to criticism of implementation. He
indicated that, before Russia’s invasion of Ukraine, many EU Member States
did not have practical working experience of sanctions implementation. He
told us that this had meant that their “capacity to deal with the deluge of
sanctions that came forward after February 2022 was very low”. Mr Keatinge
identified 2023 as the time when countries were trying to move from a “low”
to a “higher” level of sanctions implementation.” Dr Meister emphasised
that implementation is a responsibility of Member States, not of Brussels.”’
Mr Keatinge told us of a number of EU countries he had visited which had
acknowledged and recognised the capability-building support on sanctions
implementation provided by the United Kingdom.”

Nathalie Loiseau MEP, Co-Chair of the UK-EU Parliamentary Partnership
Assembly and former Minister of European Affairs of France, argued that
“we are doing a good job” in fighting together against circumvention, as
evidenced by the close cooperation between the EU Special Envoy David
O’Sullivan and the director of the UK sanctions directorate, and their
common trips to key third countries, including Kazakhstan and Kyrgyzstan.”™

The Minister for Europe told us that “cracking circumvention” was the key
to improving the implementation of sanctions.?° In addition to existing efforts
to tackle it, the Government announced an additional £50 million as part
of a new economic deterrence initiative.®! The Department for Business and
Trade (DBT) has established an Office for Trade Sanctions Implementation,
equivalent to the existing HM Treasury-based Office of Financial Sanctions
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Implementation. Mr Drake described this as “a significant scaling up of
effort in DBT to implement and enforce trade sanctions”.%?

Mr Drake provided more details on the coordinated effort to respond to
circumvention through third countries. The key allies, the UK, US, and
EU, had identified a list of products related to technologies that Russia is
trying to get hold of and which cannot be imported directly, thus relying on
procurement via third countries. Envoys agreed to arrangements “with at
least some of those countries” to impose controls on how such technologies
travel through their territories. Mr Drake noted that some of those countries
had indicated that they do not plan to set their own sanctions but are happy to
cooperate on stopping the circumvention of international sanctions imposed
on Russia. He reassured us that there had been “some positive progress with
a number of the countries that we have been working with”.??

Ms Loiseau also called for more scrutiny of the implementation of sanctions
and cooperation between parliamentarians “on what we find out in order not

to fool ourselves and be more effective”.84

Role of the financial services sector

We heard that financial services companies are the critical actors when it
comes to sanctions implementation; it is “in their DNA”, as Mr Keatinge put
it.® Mr Whiley characterised their role as being “the gatekeeper” and “the
last chance we have to stop a breach of sanctions”.®® Mr Whiley did offer a
caveat, noting that when looking at sanctions imposed on Russia, 80 per cent
of them are trade-based, while only 10 per cent are financial. Nevertheless,
“financial services are the oil in the machine that allows that trade to happen
and continue”.®’

Mr Whiley noted that banks are not able to be effective on their own. He
argued that actors involved in oil, gas, shipping and insurance all have to be
part of the conversation, otherwise financial services will not have access to
the specialist information necessary to make sanctions more robust.®® Mr
Keatinge gave the example of France, where the initial strategy was to rely
entirely on banks to implement and enforce sanctions implementation on
industry. Over time industry became engaged in the process as well.?

Enforcement

Mr Keatinge expressed concern about the current state of sanctions
enforcement: “frankly, I do not think enforcement exists in the sanctions
dictionary in Europe right now”. Though “circumvention” might have been
the buzzword for the sanctions community in 2023, he hoped that it would
be replaced by “enforcement” in 2024:

“We have issued these sanctions, we are running out of ideas as to what
to sanction next and we are perhaps running out of consensus to bring
forward new packages, so let us make sure that the sanctions we have in
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place already are being properly implemented and, where they are not,
that we are taking enforcement action”.”°

Other witnesses also highlighted challenges relating to enforcement of
sanctions. Professor Szyszczak suggested that the US is “more robust”
than both the UK and EU Member States in imposing fines for sanctions
violations.”! Meanwhile, REDRESS characterised the UK’s efforts to enforce
sanctions as “weak”.%?

Spotlight on Corruption said that efforts to investigate sanctions evasion
had faced “serious setbacks”. In their assessment, the “problems exposed in
these early enforcement efforts highlight the need for scrutiny of whether the
new Combatting Kleptocracy Cell (CKC), established within the National
Crime Agency, is delivering on robust enforcement of sanctions”.”> They
also expressed doubts about the effectiveness of the UK’s Office of Financial
Sanctions Implementation (OFSI) as a sanctions enforcement actor,
highlighting that only nine fines have been issued since it was established
in 2016 and that none had yet been issued for breach of Russia sanctions
regulations. Spotlight on Corruption questioned whether the measures
that have been introduced are currently backed up by a credible threat
of enforcement.’* It recommended that the UK and partners should now
prioritise coordination efforts on enforcement, including a greater emphasis
on information- and intelligence-sharing, “particularly to track cross-
border financial flows and clamp down on the use of sanctions-neutral third
countries as a way to dodge sanctions”.®’

Ultimately, as noted by our witnesses, enforcement, like implementation, is
primarily a matter for the individual nation states. In the case of the EU, while
the EU institutions will “cheerlead and cajole” and the European Parliament
has debated criminalisation of sanctions evasion, the responsibility ultimately
falls on Member States.’® In the case of the UK, responsibility falls on the
Government.

The UK’s expertise in developing and implementing sanctions
regimes is an asset which should be used more actively to support
the capabilities of other countries, both EU and non-EU. The aim
of sharing the UK’s experience should be to ensure more effective
implementation of sanctions by a wider range of countries. In its
response to this report the Government should provide details of
what support it is currently providing to other countries.

We are concerned about growing evidence that Russia has been able
to circumvent sanctions through third states and uninsured shadow
tanker fleets. We welcome the Government’s efforts to address this,
in cooperation with our partners and allies, and in the current format
of cooperation between envoys. Since the lifting of sanctions on
Russia appears to be a distant prospect, circumvention will remain a
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challenge requiring ongoing cooperation. We urge the Government,
when replying to this report, to list the measures already taken in
response to circumvention; and to set out their plans for more
effective enforcement, including through closer and more effective
cooperation with the EU and its Member States.

It is disturbing that the weight of evidence we received suggests that
the UK has not so far been as effective as it could be at enforcing
the sanctions that have been introduced. We note in this regard
REDRESS’s assessment of the UK’s performance as “weak” and
Spotlight on Corruption’s evidence that investigation of sanctions
evasion had experienced “serious setbacks”. Effective sanctions
regimes must be enforced. We therefore ask the Government to
address this concern in its response and to set out specific examples
of robust action taken by the Government and its agencies to enforce
UK sanctions regimes.

Use of sanctioned assets for the reconstruction of Ukraine

It has been proposed that sanctioned Russian assets should be used to
fund the future reconstruction of Ukraine. This has been advocated by
the Ukrainian government and has strong support from some EU Member
States, for example Poland. In September 2023 the US special representative
for reconstruction was quoted as saying that sanctioned assets “ought to” be
used to help fund the process.’” However, other key stakeholders such as the
European Central Bank and some experts have expressed caution about the
legality and practicality of this proposal.

Some witnesses highlighted the legal complexity associated with the use of
sanctioned assets in this way. Maya Lester KC noted the need for evidence
of criminal conduct “in order to seize as opposed to freeze assets” and
that there is an existing regime under the Proceeds of Crime Act (POCA)
that could be used, “where that is warranted”. In her assessment, seizing
assets without clear legal criteria would “raise obvious difficulties in rule
of law terms”.’®* Mr Whiley added that the ownership and control criteria
“cause a web of designations to reach out across the business environment,
and not all of those frozen assets belong unconditionally to the designated
person”. In this context it should be noted that the POCA regime is only
about recoverable funds, not confiscation of all the frozen assets.’® The EU
Ambassador to the UK told us that the EU “want[s] to ensure that whatever
we do is fully legally sound, because any measure taken that is not legally
sound would probably be counterproductive”.,!°°

Mr Keatinge suggested that attention should be paid to frozen central
bank assets, “because there is a much better return for Ukraine to be
had by focusing there”.!®! In October 2023 the President of the European
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Commission said that the EU was working on such a proposal “to initially
focus on the so-called windfall profits” from Russian Central Bank assets.!%?

When asked about the feasibility of using sanctioned assets for the
reconstruction of Ukraine, the Foreign Secretary told us that:

“ To answer the bigger question of whether it is time not just to freeze
the assets and to spend some of the interest but to spend some of the
assets, there is a legal route to doing this”.!%?

The Minister for Europe stressed that “it is all about the legality”.!°* He said
that the Government was looking at the possibility but that “if it was easy, we
would have done it already”.

Off-ramp

Witnesses also discussed the potential to provide a so-called “off-ramp” for
those currently on the sanctions register, if they meet certain conditions. Mr
Keatinge drew our attention to a 2021 US Treasury sanctions strategy review
that talked about “the importance of reversibility of sanctions”. He noted
that the idea that sanctioned individuals could make voluntary contributions
to the reconstruction of Ukraine “in exchange for some sanctions relief” was
“floated by the Foreign Office” during the Ukraine Recovery Conference
in London in June 2023. However, the idea had subsequently “not got
anywhere”.10°

Mr Whiley noted that sanctions are a coercive measure, and their primary
aim is to change behaviour. In the case of Russia sanctions, supporters of
Ukraine had used a lot of “stick” but he did “not see any carrot for Russia to
change its behaviour”. He argued that if change of behaviour is the goal of
sanctions, then “you do need an off ramp”.1°¢

Ms Lester noted the words of Giles Thomson, the director of OFSI, about
a possible new “voluntary route to seek removal from a sanctions list” in
exchange for a “voluntary agreement” to release frozen assets in the UK
to fund the reconstruction of Ukraine.!°” She also noted that the US has
an off ramp mechanism—Task Force KleptoCapture, at the Department of
Justice; “it will have discussions with designated people ... about creative
possibilities for things people could do to be off-ramped”.1%8

The sale of Chelsea FC and the case of Roman Abramovich

We asked the Government for an update on the proceeds from the sale
of Chelsea FC by sanctioned Russian billionaire Roman Abramovich. At
the time of the sale, Mr Abramovich pledged to donate the proceeds to a
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“charitable foundation” tasked with supporting the victims of the conflict in
Ukraine. 1° However, this has not yet taken place.

REDRESS referred to this process in written evidence, arguing that,
if arrangements for the donation can be finalised successfully, this may
“demonstrate the feasibility” of a “voluntary donation mechanism” for
sanctioned assets.!!® However, it suggested that “the process has reached a
stalemate, with neither the Government nor those tasked with creating the
foundation taking responsibility to progress the matter”.

The Minister for Europe told us that the proceeds from the sale are frozen
in a UK bank account and the Government “is going through the process of
independent experts establishing a foundation to manage the money, and a
licence application will need to be made to take that forward”.!'! When pressed
on reasons for the delay, given agreement from the Charity Commission that
such a fund can be set up, the Minister noted that there is a “disagreement”
between the parties about who should benefit from the fund and where the
monies should be spent. The Government is insisting that the funds have to
be spent in Ukraine on Ukrainians.''?

The Foreign Secretary confirmed that the Government is very keen that
these funds should be spent specifically on humanitarian causes in Ukraine,
“not on other causes linked to Ukraine or anything else”. He added that
“there is an issue with that, which we need to see through”. He acknowledged
that it may “take a bit of time, but emphasised that it was “important to get
the right result”.!!?

The Government should work closely with the EU and other partners
to explore possible options to make use of sanctioned assets (or their
proceeds) to support the reconstruction of Ukraine. However, any
mechanism to make use of Russian assets must be consistent with
international law and must not damage the international financial
system. We noted that the Foreign Secretary suggested to us that there
is a legal route to achieve that. The Government should outline what
action it is taking on finding a legal route, including any discussions
that it has had with the EU and other partners in its response to this
report.

In contrast to the UK, the EU periodically reviews its individual
sanctions regimes. This issue is linked to the creation of arrangements
for sanctions to be lifted. In our view, the Government should consider
introducing a process for periodic review of sanctions in force, which
could provide a mechanism for the eventual removal of sanctions,
in coordination with EU and other partners. We recommend that
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the Government should in the meantime consult with the EU on the
design of any ‘“off-ramp” arrangement through which sanctioned
entities could be removed from the sanctions list if certain conditions
are met, such as providing support for reconstruction of Ukraine.

We find it incomprehensible that the Government have not yet
resolved the problems around the promised use of frozen assets from
Chelsea FC’s sale to support Ukraine. The unfulfilled promise made
by Mr Abramovich at the time of the sale of Chelsea FC reflects
poorly on him and the Government for not pushing for a more binding
commitment. We urge the Government to use all available legal
levers to solve this impasse rapidly so that Ukraine can receive much
needed, promised, and long overdue relief. All of the funds should be
spent in territories controlled by the Ukrainian government.

The future of sanctions coordination

We asked our witnesses whether there were lessons to be learned from recent
experience for future coordination between the UK and EU on sanctions
policy in respect of other states. In response Baroness Ashton, drawing on
her experience of the sanctions process in relation to Iran, suggested that
over time sanctions regimes in both the UK and the EU “have got better” as
a result of “learning” done between countries and between organisations™.
Sir Julian King told the Committee that G7 work on sanctions had also been
“evolving™” as a result of the Ukraine crisis, suggesting that this was now
providing a “very interesting framework” for western cooperation.'!*

Ms Loiseau argued that western allies “have to make sure that the sharing
of information and joint efforts for enforcement and the fight against
circumvention continue not only when it is Russia or Belarus but every time
we decide sanctions, because we basically have the same objectives and it
only strengthens our case if we are ready to work together”.!”> She indicated
that at present the UK, the EU and other actors were “learning by doing”,
given the unprecedented nature of the sanctions against Russia and Belarus.
She concluded by arguing that a “permanent framework of cooperation on
sanctions is necessary”.!’® Ms Demarais (European Council on Foreign
Relations) shared these sentiments and suggested that the UK and France
remained the only two European countries that have the “intelligence
capability to track individuals and groups engaged in illicit behaviours or
sanctions evasion”. In her assessment, joint designations would “boost the
effectiveness of sanctions”. However, she noted that France may be less
enthusiastic than some countries about greater cooperation with the UK,
since it has taken on a leading role within the EU process in the absence of
the UK.

Mr Bond and Dr Scazzieri suggested that in future crises the respective
objectives of the UK and the EU on sanctions may not be as closely
aligned. They recommended that the UK and the EU should “lay down
the foundations” for a relationship built on “mutual trust” now, and then
“nurture it until the next crisis”.!'® Similarly, Spotlight on Corruption
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argued that the sanctions against Russia and Belarus have “demonstrated
how close coordination between the UK, EU and other partners has the
potential to enhance the impact and effectiveness of sanctions”. In its view
these lessons should be carried over to other regimes, including the Global
Anti-Corruption sanctions regime.'"’

98. Mr Sikorski proposed that the US-EU Trade and Technology Council
could be expanded to include other like-minded democracies, including the
UK, and expressed hope that it could “do the job CoCom [Coordinating
Committee for Multilateral Export Controls] did during the Cold War in
denying bad actors some of the advantages of the free world” (see Box 2).

Box 2: Coordinating Committee for Multilateral Export Controls

The Coordinating Committee for Multilateral Export Controls (CoCom),
established in 1949, was an informal multilateral organisation through which the
United States together with 16 other countries, coordinated national controls
over the export of strategic materials and technology to the Soviet bloc.

The countries involved were Australia, Belgium, Canada, Denmark, France,
West Germany, Greece, Italy, Japan, Luxembourg, Netherlands, Norway,
Portugal, Spain, Turkey and the United Kingdom.

Representatives of all 17 countries engaged in three kinds of activities: the
development of lists of technologies and products to be embargoed, controlled,
or monitored; weekly consultations on exceptions to these lists; and consultation
on enforcement of imposed policies. The lists included all military equipment;
atomic energy (including sources of fissionable materials, nuclear reactors, and
their components); and an industrial and commercial list.

CoCom ceased to function on 31 March 1994.12°

99. Georgina Wright, Resident Senior Fellow and Deputy Director for International
Studies at Institut Montaigne, noted that the EU is currently thinking about
two aspects of sanctions. First, how to respond to sanctions evasion. Second,
what impact sanctions have on the EU and its Member States. Based on that
assessment, it would decide how sanctions can be improved. She urged the
UK Government to consider engaging with the EU on these deliberations, “to
try to be part of that thinking about how to talk about sanctions evasion and
the future sanctions that we may wish to impose on Russia”.!?!

100. Mr Sikorski told us that it would be “wonderful if we could coordinate our
actions against tax havens”, noting that it is “estimated that $50 trillion is
hidden away in tax havens”. He stressed that this would require “common
action” from the UK and EU but was an area where he would “expect British
leadership”, given the UK’s status as a financial centre and its experience in
these matters.!??

101. Mr Keatinge highlighted the need for the UK to “build alliances” on
sanctions, “because we are a middle power”. He emphasised that the UK can
“contribute to the sanctions ambitions of others” and that it should “[Kk]eep
doing that” and “not think it is just something worth doing in the context
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of war in Europe”.’”® He noted that one of the lessons learned from the
sanctions imposed on Russia is that “the UN Security Council is broken”.
Global sanctions are unlikely in the near future. He therefore suggested that
alliances are the only way forward. He stressed that the UK’s big lever is the
strength of its financial services sector, which means it “can contribute to the
sanctions ambitions of others”.!?*

Sanctions are, as noted by Mr Whiley, “a team sport”. All industries should
be engaged “to ensure that we have the right people at the right table for the
right conversation”, because industries have the required expertise, “and, if
we can replicate that internationally as a group of allied nations, we will have
a much bigger impact on whoever the target is”.!?>

The Government’s view is that it does “not currently consider it necessary
to establish additional structures with the EU on sanctions”.!?® The Foreign
Secretary told us that, as far as he could see, existing arrangements set
up on an “ad hoc” basis in response to the Russian invasion of Ukraine
are “working very well”.'?” In its written evidence to us the Government
stated that arrangements will be kept under review. It also indicated that
engagement with the US and EU extends to other sanctions regimes beyond
Russia and Belarus.!?8

The evidence that we have considered, including from the Foreign
Secretary, suggests that the arrangements for cooperation between
the UK, the EU and other allies on sanctions that have been established
over the past two years have been effective in responding to the crisis
in Ukraine.

Looking beyond the current crisis to the longer-term, we consider
that the objective should be to ensure that lessons learned from this
intensive phase of international cooperation on sanctions are retained
and applied in other contexts, including where there may not be the
same level of unity among Western countries. To achieve that, we
see value in a regular working arrangement between the UK and the
EU on sanctions policy, covering other regimes as well as Russia and
Belarus. There are different ways in which this could be achieved. It
need not be an elaborate mechanism and could build on the working
practices established over the past two years. One option, which we
have recommended previously, would be for the Government to seek
to agree a memorandum of understanding with the EU on sanctions
cooperation.

Although the Cold War-era Coordinating Committee for Multilateral
ExportControls cannotsimplybereplicatedin currentcircumstances,
it established a precedent for an efficient and effective cooperation
mechanism that operated successfully for almost 45 years. We ask the
Government to set out its view in response to this report on how best
to achieve the objective of sustaining cooperation between the UK,
EU, US and other like-minded democracies in implementation and
enforcement of sanctions regimes in future.
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CHAPTER 3: THE UK-EU DEFENCE RELATIONSHIP

107. Russia’s invasion of Ukraine has reignited discussions about the UK-
EU defence relationship, an area which is not covered by the Trade and
Cooperation Agreement. This chapter builds on recommendations contained
in our report, The future UK-EU relationship, published in April 2023 (see
Box 3). It provides a more detailed analysis of developments relevant to the
UK-EU defence relationship since the Russian invasion on 24 February
2022, taking into account, at the time of the publication of this report, over
23 months of war.

Box 3: The future UK-EU relationship report. Recommendations on UK-
EU defence cooperation

We welcome the Government’s decision to join the Permanent Structured
Cooperation (PESCO, see Box 5) Military Mobility project, which represents
a change from its previous position on PESCO and is an example of a more
pragmatic approach towards cooperation with the EU. We agree with the
Minister for Europe that the Government should continue to consider seeking
third-country participation in other PESCO projects on a case-by-case basis,
where this is in the UK’s interests. (Paragraph 138)

We believe that it is important for the UK to be actively involved in what one
of our witnesses called a “European defence industrial ecosystem” and to
ensure that UK interests are protected. The Government should therefore
closely monitor the development of the European Defence Fund. We ask the
Government to provide its current assessment of the implications of the EDF
for the UK in its response to this report. (Paragraph 139)

We call on the Government to seek to put in place an administrative agreement
with the European Defence Agency, similar to those agreed with other third
countries, including the US, Norway, Switzerland, Serbia and Ukraine.
(Paragraph 140)

We welcome the 2023 EU-NATO Joint Declaration and agree with its
assessment that the European Union can play a complementary role in a
NATO-led European security environment. In its response to this report we
ask the Government to set out how it envisages giving practical effect to the
statement, in paragraph 13 of the Joint Declaration, that “we encourage the
fullest possible involvement of the NATO Allies that are not members of the EU
in its initiatives”. (Paragraph 141)

Source: European Affairs Committee, The future UK-EU relationship (4th Report, Session 2022—-23, HL Paper
184)

Scale of military support to Ukraine

Owerall EU support

108. According to European Commission data published in November 2023, the
overall scale of EU (and Member State) support to Ukraine amounted to over
€67 billion in military, financial, humanitarian and emergency assistance (€84
billion when adding support provided to Ukrainian refugees),'?® including
around €21 billion of bilateral military support provided by EU Member

129 European Commission, Factsheet, EU solidarity with Ukraine (22 November 2023): https://ec.europa.
eu/commission/presscorner/detail/en/FS_22 3862 [accessed 24 January 2024]
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States. 1*° Additionally, the EU has proposed a €50 billion ‘Ukraine facility’
for 2023-27.13

European Peace Facility

109. We heard that the “real difference” in terms of the EU’s military support for
Ukraine, compared to how the EU had responded to previous crises, was
the packages of military support financed by the European Peace Facility
(EPF)."*? The EPF, dubbed by senior Polish politician Radostaw Sikorski as
the EU’s “wonderfully named defence budget”, is the funding mechanism
allowing for specific military assistance including weapons (€5.6 billion to
date). The use of this mechanism marked the first time that a country at war
received lethal support from the EU collectively. It was established in March
2021 (see Box 4) and, according to Mr Sikorski, “would never have been
created if Britain were still a member of the EU”.13?

Box 4: European Peace Facility

The European Peace Facility (EPF) was established in March 2021 with the
aim of providing finance “to Common Foreign and Security Policy actions
with military and defence implications that will enhance the Union’s ability
to prevent conflicts, build peace, and strengthen international security”. The
overall budget of the EPF in the 2021-2007 EU biannual financial framework
is currently set at €12 billion. The initial financial ceiling of €5.692 billion has
progressively increased by €2.287 (on 12 December 2022), €7.979 billion (on 13
March 2023) and €4.061 billion (on 26 June 2023).

The EPF consists of two pillars, military operations (cost of military CSDP
missions and operations) and assistance measures (military aspects of Peace
Support Operations). “The strategic orientation and political steer for operations
and assistance measures to be funded under the EPF is provided by the Political
and Security Committee (PSC) on the basis of the strategic priorities set by the
European Council and the Council.”!3*

110. Professor Richard G. Whitman, Dr Joelle Grogan and Jannike Wachowiak,
researchers associated with UK in a Changing Europe, suggested to us that
the provision of lethal support would “not have been previously considered
as feasible” by the EU.!* This was characterised by Professor Szyszczak

130 Congressional Research Service, Russia’s War Against Ukraine: European Union Responses and U.S.-EU
Relations (20 November 2023): https://crsreports.congress.gov/product/pdf/IN/IN11897 [accessed 23
January 2024]

131 The Ukraine Facility is a new instrument proposed by the European Commission, “to provide
predictable financial support for Ukraine over the 2024—27 period”. It is organised around three
pillars, financial support in the form of grants and loans; a specific Ukraine Investment Framework;
and technical assistance and other supporting measures, including “mobilisation of expertise on
reforms, support to municipalities, civil society” and bilateral support forms usually available under
the Instrument for Pre-Accession (IPA) to pre-accession countries. See more: European Commission,
‘Questions and Answers: A new Ukraine Facility’ (20 June 2023), https://ec.europa.eu/commission/
presscorner/detail/en/ganda 23 3353 [accessed 23 January 2024].
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134 European Commission, ‘European Peace Facility’: https:/fpi.ec.europa.eu/what-we-do/european-
peace-facility_en [accessed 23 January 2024]

135 Written evidence from Professor Richard G. Whitman, Dr Joelle Grogan and Jannike Wachowiak
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(University of Sussex) as a “major change in policy”.!*® Several other
submissions referred to the EU as having “broken taboos” in this area.!®’

111. Disbursement of funds under the EPF requires the agreement of all
Member States. While this has been achieved on seven occasions to date, the
distribution of a proposed eighth support package has been delayed due to
use of a veto by Hungary.!*® This may be one reason why countries may wish
to continue to provide military assistance on a bilateral or small-group level,
rather than relying solely on EU mechanisms (see paragraph 119 on bilateral
cooperation).!** Nevertheless, as noted by Professor Alexander Mattelaer,
Associate Professor in International Security at the Brussels School of
Governance, the EPF has helped EU Member States to address the “delicate
balancing act” of the need to provide continued support for Ukraine with
the need to rebuild their own force structures.!*® Nathalie Loiseau MEP
highlighted an important aspect of the EPF, especially from the perspective
of the UK defence industry—the EPF mechanism does not include any
geographical conditions on whether the military equipment sent using the
EPF should be manufactured in the European Union.!*!

112. We heard mixed views on whether the use of mechanisms such as the EPF
by the EU was likely to be extended to other contexts. Dr Benjamin Martill
(University of Edinburgh) predicted that there would be “further movement
in this direction in the future, both in response to future geopolitical crises and
as the policies enacted after February 2022 further crystallise and develop”.!#?
Similarly, Professor Mattelaer considered that “all the trend lines that we can
detect from developments in recent years are new and can be extended far
into the future”.!*> However, Ian Bond and Dr Luigi Scazzieri of the Centre
on European Reform suggested that the EU’s ability to respond as it did to
the Ukraine crisis had relied on “the circumstantial alignments of member-
states’ interests”.!* Isabella Antinozzi, Research Analyst at the Royal United
Services Institute, similarly felt that “key enablers” of the EU response to the
Russian invasion of Ukraine, namely “unequivocal” US support and “moral
clarity about right and wrong”, may not present themselves in the same way
in future.'®

A spectrum of support for Ukraine among EU Member States

113. Speaking in November 2023, Professor Mattelaer told us that overall military
support for Ukraine “has been incremental in its build-up and it originated
unevenly across the European continent”. In his assessment, this was closely
tied to different considerations of how the possible escalation of the conflict
should be managed in individual Member States.!*® The difference in the
scale of support between EU countries was also dependent on the degree
to which Member States perceived the situation in Ukraine as having direct

136 Written evidence from Professor Erika Szyszczak (RIU0002)

137 Written evidence from Ian Bond and Dr Luigi Scazzieri (RUI0005), Isabella Antinozzi (RUI0014)
and Dr Benjamin Martill (RUI0018)
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consequences for their security. All countries also had to consider their
domestic political constraints and strategic cultures, which differed (at least
at the beginning of the war).!¥

An incremental change in the behaviour of EU Member States closely
followed the increasing support for Ukraine. Professor Whitman noted the
fast pace to changes of strategic cultures, “in particular, moving from a
position of discomfort when it came to supplying arms, particularly arms of
lethality—think of Sweden for example—through to Germany and Poland,
which were in a very different place when it comes to ambitions for their own
defence”.!*® While noting a “small number of stand-outs in their response”,
such as Hungary, even countries “more comfortable” with provision of non-
lethal support (such as Austria, Cyprus and Ireland) “have moved quite a
lot”.14

While some of the EU Member States were gradually changing their approach
to how Ukraine should be supported, Professor Whitman mentioned others,
including the signatories of the Tallinn Pledge,'”® who wanted to increase the
pace of support even further, suggesting that the EU “is not a big enough
forum for them and that they want to do more with a state like the UK”.!>!

Support provided by the United Kingdom

As of 23 January 2024, the United Kingdom had committed a total of £7.1
billion in military assistance to Ukraine (£2.3 billion in 2021/22 and 2022/23,
and £2.5 billion in 2023/24). The UK has additionally provided substantial
economic and humanitarian assistance to Ukraine.'”® The then Secretary of
State for Defence, the Rt Hon Ben Wallace MP, noted in a statement to the
House of Commons on 20 July 2023 that between April 2022 and March
2023, the UK was second only to the United States in terms of international
support provided to Ukraine.!**

The role of the UK, as noted by Dr Scazzieri, was also very important in
“normalising the provision of certain weapons systems early on”, for example
in convincing others of the need to provide Ukraine with tanks.!>* Professor
Whitman agreed with this assessment, adding that “the UK’s role has been

147
148
149
150

151
152

153

154

Q 55 (Dr Luigi Scazzieri, Professor Alexander Mattelaer)

Q 55 (Richard G Whitman)

Ibid.

A joint statement signed by nine countries, the United Kingdom, Estonia, Lithuania, Latvia, Poland,
Denmark, the Czech Republic, the Netherlands and Slovakia, committing to “collectively pursuing
delivery of an unprecedented set of donations including main battle tanks, heavy artillery, air defence,
ammunition and infantry fighting vehicles to Ukraine”. See more: HM Government, Joint Statement
- The Tallinn Pledge (19 January 2023, updated 2 February 2023): https://www.gov.uk/government/
news/joint-statement-the-tallinn-pledge [Accessed 23 January 2024]
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House of Commons Library, Military assistance to Ukraine since the Russian invasion, Research Briefing,
CBP-9477, October 2023

HC Deb, 20 July 2023, col 83WS . Setting out an unambiguous ranking of countries regarding the
military assistance they have provided or are still providing is challenging and can vary significantly,
depending on the available data. In the House of Commons Library’s assessment, some rankings
include multi-year financial commitments, where support has been ringfenced but has not yet been
spent. In other cases military assistance is also often discussed in conjunction with humanitarian and
economic aid. See House of Commons Library, Military assistance to Ukraine since the Russian invasion,
Research Briefing CBP-9477, October 2023
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to push out the boundaries of what is possible and to provide some leadership
in allowing a debate to be had about particular weapons systems”.!>>

UK-EU coordination

Overall, our witnesses agreed that UK-EU coordination on the diplomatic
level “has worked reasonably well”, serving “as a reminder of shared and
common interests and as a rediscovery of muscle memory”.?*° In particular,
our witnesses mentioned UK-EU engagement within the framework of the
G7 and in the US-led Ukraine Defense Contact Group (commonly referred
to as the “Ramstein group”, following an international conference held at
the Ramstein Air Base in Germany on 26 April 2022), which meets on a
monthly basis.!’

Yet witnesses indicated that most military assistance for Ukraine is discussed
on a bilateral basis or through small ad hoc groups. Dr Scazzieri told us that
countries had achieved the most effective coordination through coalitions
such as those formed to deliver single weapons systems (for example, Leopard
tanks) and the air defence partnership between the UK, the US, Denmark
and the Netherlands.”® We heard that larger groups have “proven more
unwieldy”, in part due to the requirement of consensus for disbursements
from the EPF (see paragraphs 109-112).1>°

Professor Whitman told us that “frankly there is no direct UK-EU interface
on defence”.'®® Cooperation exists in terms of coordination between training
missions for Ukrainian soldiers, the EU-led EU Military Assistance Mission!®!
and the UK-led Interflex!%?, but not in other areas where “there could have
been a very good and useful partnership”, for example, on the EU-led Act in
Support of Ammunition Production (ASAP), an attempt to reinforce the EU
industrial defence capacities and to accelerate the delivery of ammunition to
Ukraine.'®® More broadly, Professor Whitman observed that the war came
“a bit too early” for EU cooperation with third partners, as it had not had
time to consider how to translate its ambitions in this area, set out in the
Strategic Compass, into reality.!*

Several witnesses considered that there is room for more coordination
between the UK and the EU. The question, as noted by Dr Scazzieri, is
to what extent the coordination in response to the invasion of Ukraine is a
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‘At defence talks in Germany, U.S. says world galvanized against Russia’s invasion’, (26 April
2022), Reuters: https://www.reuters.com/world/us-hosts-ukraine-talks-germany-war-enters-critical-
phase-2022-04-25/ [accessed 23 January 2024]
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The EU Muilitary Assistance Mission in support of Ukraine (EUMAM Ukraine) led by (so far) 24 EU
Member States, offering training for Ukrainian armed forces. See more: European External Action
Service, ‘EU Military Assistance Mission in support of Ukraine’, https://www.eeas.europa.eu/eumam-
ukraine_en?s=410260 [accessed 23 January 2024].

UK armed forces training programme for Ukrainian soldiers. See more: Ministry of Defence,
‘30,000 Ukrainian recruits trained in largest UK military training effort since Second World War’,
(10 November 2023): https:/www.gov.uk/government/news/30000-ukrainian-recruits-trained-in-

largest-uk-military-training-effort-since-second-world-war [accessed 23 January 2024].
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consequence of an alignment of interests in this specific case, and to what
extent it is reflective of a “broader and deeper kind of coordination”.!

Professor Mattelear told us that there are lessons to be learned from
cooperation within the Ramstein group, showing that European countries
may be willing to provide military support, but that help is also contingent
on what the US is doing; therefore, he added, “we can only speculate on
what the coordination challenge would look like were there to be a change
in US policy”. But in his assessment, the coordination between the UK and
the EU, in particular on financial support for Ukraine, “is arguably more

important than the military support coordination challenge”.!%¢

The challenge of sustainability of support

Witnesses highlighted that the sustainability of resourcing for Ukraine will
be one of the major challenges in the future. One expert told us, “we have not
yet got the machinery in place to ensure that Ukraine has clarity as to what
sort of resources will flow over the next few years”.!®” Professor Mattelaer
was concerned that Ukraine’s allies “may be lagging behind Russia’s ongoing
efforts to prepare and provide for the long war that is probably ahead of us”.!%®

Witnesses also expressed concerns about the possible impact of the US
presidential election in 2024 on the scale of support for Ukraine. Professor
Mattelaer said that should the election lead to a “dramatic change of US
policy”, there will be an urgent challenge of coordinating and providing
support to Ukraine. In his view, it is “wise for European states to think of
contingency plans to help to address such a prospect”.!®® This is discussed
further in Chapter 5.

We welcome the leadership shown by the United Kingdom as the
second largest supplier of military support for Ukraine, after the
United States, and the encouragement this has provided to other
European countries to supply. The Government should continue to
work with its European partners and allies in providing military aid
to Ukraine for as long as it takes to reverse Russian aggression.

Cooperation between the UK, the EU, the US and other international
partners, including European members of NATO, on military support
for Ukraine has been more effective than previous experience would
have suggested. We are however concerned about the challenges
of sustaining current levels of support in the medium and longer
term, given its ad hoc nature so far. It is of utmost importance that
the Government works with its allies to ensure continued supply of
sufficient military support for Ukraine. Close UK-EU cooperation
would be of particular importance in the case of a change of policy by
a future US administration.

The EU defence industrial ecosystem

The EU has re-evaluated its defence policy and approach to resilience over
the past two years. The Strategic Compass published in March 2022 (see Box
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8, Chapter 5) said that the EU “urgently need[s] to take more responsibility
for its own security”.!”® Specific proposals intended to support this ambition
included the establishment of an EU Rapid Deployment Capacity to be able
to deploy up to 5,000 troops in response to crises, a substantial increase
in overall defence expenditure and an ambition to “maximise coherence”
between various existing EU defence initiatives (see Box 5), such as
Permanent Structured Cooperation (PESCO), the European Defence Fund
and the European Defence Agency.

128. Witnesses noted the pace of change in the EU’s thinking about its defence
industry base. The “skyrocketing” demand for defence procurement and
emergence of financial incentives to cooperate through the European
Defence Fund (EDF) have led the European defence industrial landscape
into a period of major change. It has also led to tension between the need
to address current capability gaps, and long-term ambitions to strengthen
European defence capability, including its technological and industrial
bases.!'”!

129. Since the outbreak of the war, the European Commission has adopted a
particular focus on seeking to increase EU defence industrial production
capacity and cooperation between Member States. The Member States have
agreed two major Regulations to that end: the Regulation establishing the
European Defence Industrial Reinforcement through Common Procurement
Act (EDIRPA) in 2022,'"” and the Regulation establishing the Act in
Support of Ammunition Production (ASAP) in 2023 (see Box 5).17> These
new mechanisms were designed to supplement the existing EU defence
ecosystem, encompassing the European Defence Agency, the European
Defence Fund and PESCO.

Box 5: EU defence initiatives

Permanent Structured Cooperation

The EU’s Permanent Structured Cooperation (PESCO) was established under
the Common Security and Defence Policy (CSDP) in 2017. This builds on
previous EU defence integration initiatives. PESCO is envisaged as “a framework
and a structured process to gradually deepen defence cooperation to deliver the
required capabilities to ... undertake the most demanding missions and thereby
provide an improved security to EU citizens”. 26 of the 27 Member States of the
EU participate (Malta is the exception). There are currently 60 PESCO projects
being developed, covering areas such as training, land, maritime, air and cyber.

Third countries can be invited to participate in PESCO projects if they meet
conditions such as sharing “the values on which the EU is founded”, having a
political dialogue with the EU that covers defence and security aspects, and
providing “substantial added value to a project, for example technical expertise
or additional capabilities”. There is a multi-stage process for third-party
acceptance into a PESCO project, beginning with a request to participate and

170 European Union, A Strategic Compass for Security and Defence (March 2022): https://www.eeas.europa.
eu/sites/default/files/documents/strategic_compass en3 web.pdf [accessed 23 January 2024]
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172 Proposal for a Regulation of the European Parliament and of the Council on establishing the European
defence industry Reinforcement through common Procurement Act COM(2022) 349 final

173 Regulation (EU) 2023/1525 of the European Parliament and of the Council of 20 July 2023 on
supporting ammunition production (ASAP) OJ L. 185/7, 24 July 2023



https://www.eeas.europa.eu/sites/default/files/documents/strategic_compass_en3_web.pdf
https://www.eeas.europa.eu/sites/default/files/documents/strategic_compass_en3_web.pdf
https://committees.parliament.uk/oralevidence/13773/html/
https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:52022PC0349
https://eur-lex.europa.eu/eli/reg/2023/1525/oj

36 EUROPEAN AFFAIRS COMMITTEE

ultimately concluding with a Decision of the Council of the EU as to whether
participation meets all necessary conditions. The Political Declaration published
alongside the Withdrawal Agreement in 2019 stated that the UK would
“consider” participation in PESCO projects “where invited to participate on an
exceptional basis by the Council of the European Union”.

In our report on the future UK-EU relationship, we recommended that the
Government should “continue to consider seeking third-country participation
in other PESCO projects on a case-by-case basis, where this is in the UK’s
interests”. In its response, the Government said that it “continues to monitor
and evaluate PESCO projects”.

European Defence Fund

The European Defence Fund (EDF) was established in 2017.'" According to
the European Commission, this “financially support[s] consortia of companies
from different member states undertaking cooperative defence research and
development of defence products and technologies”.!”” €8 billion has been
allocated to this fund in the 2021-2027 budget cycle.'” Nevertheless, as of
2020, joint procurement represented only 11% of the total defence armament
acquisition of EU Member States.!”’

Full third-party involvement in the European Defence Fund is open only
to members of the European Economic Area (EEA). Entities in other third
countries can participate in collaborative projects but cannot be funded through
the scheme. The Political Declaration published alongside the Withdrawal
Agreement in 2019 stated that the UK and the EU would “consider” participation
of UK entities in collaborative projects supported by the European Defence
Fund, to “the extent possible under the conditions of Union law”.!”® There are
not currently any examples of this sort of arrangement.

European Defence Agency

The European Defence Agency was established in 2004 and now supports
all EU Member States in developing their military resources.!”” It promotes
collaboration, launches new initiatives and works to improve defence capabilities.
It also “helps Member States that are willing to do so to develop joint defence
capabilities” and “is a key facilitator in developing the capabilities that underpin
the EU’s Common Security and Defence Policy (CSDP)”.18°

174 Regulation (EU) 2021/697 of the European Parliament and of the Council of 29 April 2021 establishing
the European Defence Fund and repealing Regulation (EU) 2018/1092, O] 1.170/149 12 May 2021

175 European Commission, ‘European Defence Fund’ https://ec.europa.cu/info/funding-tenders/find-
funding/eu-funding-programmes/european-defence-fund_en#impact-and-performance [accessed 23
January 2024]

176 European Commission, ‘European Defence Fund: EU to invest €832 million in 41 ambitious
defence industrial projects’, (26 June 2023): https://ec.europa.eu/commission/presscorner/detail/en/
ip_23 3481 [accessed 23 January 2024]

177 Bastian Giegrich and Ester Sabatino, “The (Sorry) State of EU Defense Cooperation’, Carnegie Europe
(6 October 2022): https://carnegieeurope.cu/strategiceurope/88104 [accessed 23 January 2024]

178 HM Government, Political Declaration setting out the framework for the future relationship between the
European Union and the United Kingdom (19 October 2019), para 102: https://assets.publishing.service.
gov.uk/government/uploads/system/uploads/attachment data/file/840656/Political Declaration
setting_out_the framework for the future relationship between the European Union and the
United Kingdom.pdf [accessed 25 April 2023]

179 Council Decision (CFSP) 2015/1835 of 12 October 2015 defining the statute, seat and operational
rules of the European Defence Agency (recast). O] 1.266/55, 13 October 1995. Denmark joined the
EDA in March 2023.

180 European Union, ‘European Defence Agency’: https://european-union.europa.eu/institutions-law-
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The EDA has concluded bilateral “administrative arrangements” with selected
third country organisations and five third country partners—Norway, Serbia,
Switzerland, Ukraine and the United States. The EDA’s website describes this as
a “prerequisite to for third parties to take partin EDF projectsand programmes”. '8!
The arrangement with the United States was signed on 26 April 2023. The
purpose of this arrangement is described as being to “provide a framework for
the Participants to exchange information and explore collaborative activities
falling within the scope of the EDA’s mission, with a view to obtaining mutually
beneficial output and results”.'®? It does not include any specific commitments
to participate in or contribute to EU defence industrial projects.

EDIRPA and ASAP

The Regulation establishing the European Defence Industry Reinforcement
Through Common Procurement Act (EDIRPA), voted into law on 12 September
2023, aims to incentivise EU Member States to jointly produce weapons, with
the goals of interoperability and economies of scale for the defence industry
in the EU. Although it may be “far too early to evaluate [its] effectiveness”, it
has received broad political support in the European Parliament (530 votes in
favour; 66 votes against).!®3

The Regulation establishing the Act in Support of Ammunition Production
(ASAP), approved by the European Parliament on 1 June 2023, is a Regulation
that aims at stimulating the development of EU Member States’ arms
industries, in particular to restock their arsenals and to ramp up the production
of ammunition, missiles and their components. ASAP provides reimbursement
of “up to 35% of the eligible costs of an eligible action related to the production
capacities of relevant defence products, and up to 40% of the eligible costs
of an eligible action related to the production capacities of components and
raw materials insofar as they are intended or used wholly for the production
of relevant defence products”. The total budget was set at €500 million.!®* In
November 2023, the German Minister for Defence indicated, that the goal
of providing Ukraine with one million shells by March 2024 will not be met.
Around 300,000 shells were sent by mid-November 2023.!8° While European
governments tended to blame the defence industry for the delays, the European
munition manufacturers stated that not enough time was given to fulfil orders
for Ukraine, and their work was further impacted by replenishing ammunition
stocks of its domestic customers.!8¢

130. While it may be too early to be able to properly assess many of the EU’s
initiatives, in Dr Scazzieri’s assessment the EU now has in place an “ecosystem
for defence research development and procurement”.'®” While the outcomes
of this “ecosystem” may currently be somewhat underwhelming and some
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of the plans proved to be too ambitions (e.g., inability to provide one million
shells to Ukraine by 2024—see Box 5)—the procurement side is still “under
development” and ASAP and EDIRPA are relatively small in scale—"they
are in place and established precedents that will be followed”.!8®

Despite these new initiatives, and although the outbreak of the war in the
assessment of our witnesses had a significant impact on the EU defence
policy, we heard that overall the “the broader landscape of EU defence policy
is a bit of a mixed picture”.!®® Witnesses identified the tension between the
long timescales needed to develop new and cutting-edge military capabilities
through investment in defence research and development and the “the
urgency of the present situation”,!*°

Mr Sikorski expressed frustration that “40-something programmes that
were supposed to create defence capabilities and are financed by the
European Defence Agency have not produced anything of value yet”.!! Dr
Stefan Meister (German Council on Foreign Relations) told the Committee
that despite these initiatives EU Member States have “not ordered a lot of
weapons and ammunition and production has not really started”.!’”> Ms
Wright similarly suggested that “we are very far from the EU improving
its defence industrial posture”,!*> while Professor Whitman noted the lack

of progress with initiatives such as the Crisis Response Operation Core
(CROC)."

Professor Mattelaer offered a more optimistic overview. He suggested that if
you “zoom out and take a slightly longer time horizon into account” there
had been a “dramatic increase in research technology and research and
development budgets, both at the EU level through the EDF and at the
national level”. He described this as “the biggest shift that we have seen”,

with the caveat that it “stretches long-term into the future, so it is only early
days”.'®

Some of the experts that we heard from proposed that the UK should
consider participation in additional EU defence industrial projects. Mr Bond
and Dr Scazzieri suggested that this would minimise the risk of “exclusion”
from European initiatives, which they considered to be a possibility since
the money that has been made available is a “significant inducement for
European firms to work more with each other in research, development and
procurement, excluding outsiders”.!

Ms Antinozzi argued that cooperation “for [the] sake of cooperation”
has rarely been successful but that there were opportunities to cooperate
further, in particular within those institutions and frameworks that are less
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underpinned by a “pay as you play” rationale.!*” She identified possibilities
for UK engagement with the European Defence Agency (EDA), EPF and
additional PESCO projects. Addressing concerns raised by Ministers,
she argued that the UK should recognise that EU defence initiatives are
“designed to contribute to transatlantic burden-sharing” and not envisaged
as competing with NATO.

Permanent Structured Cooperation (PESCQO)

The Permanent Structured Cooperation (PESCO) initiative (see Box 5) has
been slow to get up and running. Professor Whitman noted that only two
out of 62 projects under the PESCO umbrella have been delivered fully,
with a caveat that some of those projects are long-term, “so I might be being
unfair”, 18

In November 2022 the UK reached an agreement with the EU to participate
in the ‘Military Mobility’ project under PESCO, which “aims to enable the
unhindered movement of military personnel and assets within the borders of
the EU” by “avoiding long bureaucratic procedures to move through or over
EU member states, be it via rail, road, air or sea”.!** However, this agreement
is not yet in force. Professor Whitman, Dr Grogan and Ms Wachowiak
suggested to us that this may be due to an objection from Spain.?°® The
Minister for Europe confirmed this in his evidence for this inquiry. He
added that the Government is negotiating the administrative arrangement
“that would govern our membership of the mobility project” and remains
open to finding a resolution.?"

Ms Antinozzi argued that, of all of the EU’s defence industrial initiatives,
PESCO “provides the best framework for the UK to cherry pick the level of
integration of the project, the number of partners and the type of activities”.
She recommended that the UK might explore involvement in capability
development projects, in part as a way to “test the boundaries of third
country involvement” and see how rules are interpreted in practice.?°?

However, Professor Whitman, Dr Grogan and Ms Wachowiak were more
sceptical about the UK joining additional PESCO projects. They suggested
that the low involvement of third countries (non-EU states) at present means
that the UK may wish to consider a “more general coordinated arrangement
of the EU’s partner third countries”, by teaming up, for example, with
other countries participating in PESCO projects on a “project specific
administrative arrangement”, such as Norway, or Canada.?’®> Regardless of
the Government’s decision on future engagement with PESCO, Professor
Whitman told us that while the UK’s proposed association to the ‘Military
Mobility’ project does not require an administrative arrangement with the
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EDA, such an arrangement might become necessary should the Government
decide to be involved in other PESCO projects.?%*

We are concerned at the delay of over a year to the UK’s proposed
participation in the PESCO Military Mobility project, which we
previously identified as representative of a more pragmatic approach
towards defence cooperation with the EU. We ask the Government, in
its response to this report, to provide an explanation for the delay and
the steps being taken to overcome it.

In line with previous conclusions by this Committee, we recommend
that the UK should consider seeking third-country participation
in additional PESCO projects, including capability development
projects, where this would be in the UK’s interests. Russia’s invasion
of Ukraine has inevitably increased the EU’s ambitions for PESCO
which, in turn, will have had an impact on the factors that the
Government weighs when considering UK participation. We therefore
ask the Government to provide us with its latest evaluation of the
many PESCO projects currently envisaged by the EU and whether
it considers participation in any of them to be in the UK’s interests.

European Defence Fund

The European Defence Fund’s budget (€8 billion over a seven-year period)
provides incentives for companies to participate in collaborative projects,
as noted by Dr Scazzieri, “because ultimately it is free money for them to
secure”, which in the longer term may have “its intended structuring effect
on the European defence industry” because collaboration started on one
project may lead to a spill-over to other initiatives, encouraging companies
to continue (successful) cooperation.?®

Third-country participation

In its response to the Committee’s report on the future UK-EU relationship,
the Government welcomed the efforts of the EU and Member States to
strengthen their defence industrial base. However, it expressed concern that
EU defence capability development and joint procurement initiatives “do not
allow for meaningful participation by non-EU NATO Allies” and called for
Member States to instigate a review of third-country participation terms.2%
In its written submission to this inquiry, the FCDO restated its concerns
about these rules, which it described as “typically more restrictive than rules
for comparable collaborative projects through NATO and other multilateral
bodies”. In the Government’s view, these rules “inevitably curtail the
opportunity for the UK to work with European partners on some European
collaborative programmes to our greater general benefit”.?%’

In its evidence to this inquiry, the FCDO suggested that the implications
for UK defence procurement would be “limited in the short term” since
EU Member States continue, for the time being, to undertake most defence
procurement outside of EU structures. Nevertheless, it anticipated that
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Member States might pursue solutions through EU structures to a greater
extent in the future.?%®

Professor Whitman noted that “the broader question for the UK is whether
the EU wants the UK to engage”.?°° Professor Anand Menon (UK in a
Changing Europe) shared similar observations, telling us that he found it
“very striking” that although the EU is happy to talk about cooperation with
the UK, “it is adamant about excluding third countries” from the EDF.?!°

The set-up of the EDF in particular is, in Professor Whitman’s assessment,
“very hostile to third-country participation”.?’! He told us that Article 5
of the EDF Regulation, dealing with non-EU states’ participation in the
fund, in practice “only really allows” for Norway’s participation due to its
membership of the European Economic Area.??

Professor Whitman explained that EDF restrictions include the requirement
to have the executive management structure in the EU, not being subject to
control by a non-associated third country (or an entity from such country),
and limitations on intellectual property transfer rights (not possible outside
the EU at the moment).?!?

The issue of the EU’s third-country participation terms was picked up by
several other witnesses. Mr Bond and Dr Scazzieri indicated that the EU’s
approach is premised on the notion that “EU taxpayer funding should benefit
EU firms”.2* Professor Whitman, Dr Grogan and Ms Wachowiak suggested
that this had been “driven by French arguments concerning the need for
autonomy and to privilege the development of EU capacities”.?’> Similarly,
Dr Martill highlighted that there is “politics” associated with third-country
involvement, since individual Member States may seek to promote their
own defence interests and therefore “hedge against” demands from third
countries.?'®

Professor Whitman argued that the terms are “too restrictive as currently
configured, if the intention is to build out rather than build in” and currently
framed in a way that would “make it very difficult for the UK to participate”.?"”
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150. However, Professor Mattelaer noted that “derogations from the general rule
are possible on a case-by-case basis if certain conditions are met, pertaining
to security of supply, security of information and the protection of intellectual
property rights”.?’® Such cases would have to be assessed by the European
Commission, and approved by Member States, “but, at least theoretically, it
is possible to make exceptions to the rules”.?"

151. Ms Antinozzi noted that the viability of engagement with many EU defence
initiatives is determined by the level of integration with the Single Market.
Nevertheless, in her assessment “the ball is largely in the UK’s court” when
it comes to exploring the precise “modalities” of UK-EU engagement, since
the EU’s willingness to explore this will depend on the UK’s willingness “to
commit itself to cooperation in the first place”. She saw potential for some
flexibility to be exercised by the EU once it had a more established defence
relationship with the UK.??°

152. Several of the evidence submissions that we considered argued that the
EU would benefit from greater UK involvement in its new initiatives. Dr
Martill said that any European defence effort would be “lessened without
UK participation and engagement”.??! Meanwhile, Ms Antinozzi suggested
that UK participation “matters to the EU” because of its historical security
commitment to the region and status as one of Europe’s “two major military
powers”, along with France.???

153. Sir Julian King, a former European Commissioner for the Security Union,
argued that the UK should seek to persuade the EU that it is not a “normal
third country” on defence issues, noting that the UK’s continued importance
in European defence has become clearer since the Russian invasion of
Ukraine.?*

154. James Rogers, Director of Research at the Council on Geostrategy, told us
that some of the third-party participation rules were envisaged when the
UK was still a member of the EU, “in no small extent, to protect our own
defence industrial base, or at least to protect those countries that we were
going to be potentially working with”.??* He argued that this “perhaps needs
to be reinvestigated for large, potent military powers such as the UK, and
arguably the US, Canada and others beside”. Dr Meister said that for him the
current arrangements make “no sense” as if “you are all together in NATO
and NATO is the main security actor in Europe, you need to cooperate with
the countries that are in NATO”.??> Professor Whitman similarly felt that
“having a structure that allows Norway to participate but not other European
states is probably not the right set-up”.?2¢

155. Ms Loiseau suggested that the UK and the EU should be “more creative in
the way we work together on defence”, while also indicating that greater UK
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involvement in EU programmes would require British money to be “brought
into the programme”.??’

156. When looking at the potential disadvantages of the UK’s limited engagement
with the EDF, Dr Scazzieri told us of potential risks of a commercial (less
business cooperation in Europe) and military (less European defence
collaboration) nature. Although the UK increasingly looks towards other
global partners (such as Australia, Japan or the US), “co-operation with
European countries remains very important, partly because it takes place
among equals—unlike, say, co-operation with the US—so it is much easier
to go about things like technology sharing”.?28

157. Professor Menon offered a somewhat different view. Urging a broader
perspective, he stressed that the EDF is a relatively small fund, which “pales
into insignificance compared to US defence spending”.??° Assuming that it
“grows into something serious” and the UK finds it difficult to get involved,
it may then become problematic for the UK. For now, he considered the
challenge to be in the somewhat “protectionist interpretation of the notion of
strategic autonomy by some Member States”.?*°

158. The Minister for Europe told us that the Government has made the point to
the EU that “hypothetical barriers should not be put up to the hypothetical
participation of the UK or any other third country in EU defence programmes
or projects”. Nevertheless, he considered that bilateral cooperation is “the
most meaningful form” of defence industrial cooperation between the
individual EU Member States and the UK.?*! In this context he referred
to the Global Combat Air Programme (GCAP) project led by the United
Kingdom, Italy and Japan, which he described as a “very good example of
collaboration with one EU member state and a non-EU member state, both
nations with a tremendously potent track record of aviation and military
aircraft production”.?*?

159. Given that the EU’s intention seems to be to expand the use of the
European Defence Fund for defence procurement, it is a matter of
regret that the current rules are a major obstacle to third-country
participation, even when UK-EU strategic objectives are so closely
aligned. Protectionism is not the way to build an efficient defence
industry.

160. While we welcome bilateral and minilateral defence initiatives
involving the UK and European partners, such as the Global Combat
Air Programme, in our view the Government should also reinforce its
efforts to engage with procurement projects linked to the European
Defence Fund. We urge the Government to press the case with the
EU for changes to third-party rules that would facilitate greater UK
engagement. We ask the Government to provide us with an update on
the steps that it has taken to address this issue in its response to this
report.
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European Defence Agency

Baroness Ashton of Upholland told us that when she was the head of the
European Defence Agency (EDA) (created in 2004 to foster Member State
collaboration on defence—see Box 5), her view was that so much could have
been done in terms of collaboration between countries without “taking away”
their sovereignty over decisions related to the defence dimension. Over the
years there had been gradual change, led by the European Commission and
then picked up by the defence industry.?*?

One of the priorities for Baroness Ashton was to ensure that all of the defence
work done under the umbrella of the EDA, such as on improvised explosive
devices, research and development, or on helicopter training, was “relevant
and recognised to be of benefit to NATO as well”. However, at the time the
UK as an EU Member State did not want to see an increased budget for the
EDA, to ensure that “there was no accidental or deliberate way in which
Europe started to be a competitor to NATO”.2%*

Still, Dr Scazzieri reflected that “perhaps the EDA in some ways has,
until recently, disappointed in not fulfilling its original function as an EU
procurement agency”. This perception, however, started to change over the
last two years, for example through the development of the joint ammunition
procurement programme through the EPF.?*

In April 2023 this Committee recommended that the Government should
reach an administrative arrangement with the EDA, similar to existing
arrangements that the EDA has with other third countries, including the
United States of America and Norway.?** However, the Government said
that it was “not currently pursuing” this in its response to our report.?*’

In written evidence Professor Whitman, Dr Grogan and Ms Wachowiak
argued that an agreement with the EDA had become a “precondition” for
association with some EU defence industrial initiatives and that the UK was
out of line with other third countries such as the US, Norway and Ukraine
in not having this.?*8

In his oral evidence Professor Whitman added that he “did not think there
are any costs” to an agreement with the EDA, which he saw as an “important
signalling device” that “does not bind or compel any third country to join any
agency undertakings except by mutual agreement”.?** Professor Mattelaer
noted that the US Department of Defense’s administrative arrangement
with the EDA enables consultation on issues such as defence standardisation
and supply chain management.?* Professor Whitman and his colleagues
felt that a similar arrangement may have “benefits for the UK in entering a
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consultative relationship that would facilitate dialogue with an increasingly
important organisational component of EU defence policy”.?*!

167. Professor Mattelaer argued that an agreement with the EDA would mean
that “the UK would be more in the loop on EU defence-related issues, while
EU member states that are keen to collaborate with the UK would be able to
channel those conversations into that forum”.2*> Mr Bond and Dr Scazzieri
described such an arrangement as “relatively low-hanging fruit” that could
“build trust and pave the way for involvements in EU initiatives in which
the EDA is involved”. Both nevertheless noted that a financial contribution
would be required if UK companies are to benefit from EU initiatives.?*?
Meanwhile, Ms Antinozzi characterised an administrative arrangement
with the EDA as a “licence to unlock ad-hoc, project-based cooperation” but
caveated this by saying that it would not be an “unrestricted entry ticket to
the EU defence theme park”.?4*

168. Professor Mattelaer considered that an administrative arrangement with
the EDA is “not a panacea”—defence R&D initiatives and programmes are
primarily driven by the European Commission, in close consultation with
Member States in the EDA Programme Committee. The UK would not be
able to join that Committee, so the only way to engage would be through
bilateral frameworks.?*> However, the R&D defence budgets are gradually
increasing. Professor Mattelaer suggested that the UK may wish to pursue
collaboration in bilateral or minilateral formats with EU Member States.?*

169. The EU Ambassador to the UK told us that an administrative arrangement
would “signal intent of and interest in greater engagement in the defence
industry with the European Union”. However, he stressed that it was “up
to the UK Government to decide whether they consider this to be in their
interests or not”.2’

170. The Foreign Secretary indicated that the Government remained reluctant
to consider a closer relationship with the EDA. He told us that the UK was
“not particularly keen on it when we were in the EU, and so I am not fully
inclined to fall in love with it after we have left”.?*®* He suggested that “as a
third country, if you work with it, there are all sorts of, as I understand it,
IP and other restrictions that you would be disadvantaged by”. Pressed on
why the US had wanted an administrative arrangement with the EDA if it
imposed such constraints, he said that he was “not sure that, if you asked
them whether it is the best bit of their defence co-operation, they would
argue that it is”.

171. Following a series of questions about the Government’s position on a potential
administrative arrangement with the EDA, the Minister for Europe told us
that:
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“Whether or not the European Defence Agency is the answer to all
those manifold cultural and military questions, I know not, but, as I
said, we are philosophically open to a discussion about it, while noting
that, historically, the most effective procurement and delivery of military
effect tends to be done by smaller groups of nations rather than large
ones”.?#

We welcome the UK'’s ongoing collaboration on defence matters with
EU Member States, individually and severally. Based on the evidence
that we have considered we believe that, on balance, there would be
benefits to the UK seeking to complement existing collaboration
through an administrative arrangement with the European Defence
Agency, similar to those reached between the EDA and other third
countries such as Norway and the United State of America. Such an
agreement would not impede existing cooperation, and would impose
few obligations on the UK. But it could be a useful step towards
wider cooperation with the EU on defence, based on the principle of
reciprocity.

The UK and EU-NATO cooperation

Professor Mattelaer argued that there had been a substantial shift in EU
defence policy and capability, including clarifying divisions between NATO
and the EU on defence,

“with the former providing the deterrence foundation and the framework
for operationalising common defence and the latter enabling the rebirth
of the defence industrial base in Europe as well as the pooling of financial
firepower that is necessary to support Ukraine over the long haul”.?>°

The joint EU-NATO communiqué issued following the NATO Heads of
State and Government Summit in July 2023 in Vilnius stated that “for the
strategic partnership between NATO and the EU, non-EU Allies’ fullest
involvement in EU defence efforts is essential” and called for “mutual
steps, representing tangible progress, in this area to support a strengthened
strategic partnership”.?>!

The language regarding the “fullest involvement” of non-EU allies in EU
defence initiatives was described as “aspirational” by Mr Bond and Dr
Scazzieri. They considered that, at present, the UK can do little to change
third-party participation rules and thereby give effect to this commitment.?>?
In oral evidence, Dr Scazzieri explained that the “discussion on the current
instruments has been settled rather painfully and after a lot of negotiation
between member states, with some positive results, as far as the involvement
of third countries can go compared to the original proposals”.?*?

Nevertheless, Professor Whitman, Dr Grogan and Ms Wachowiak suggested
that the UK had a strong interest in the terms of the NATO-EU Strategic
Partnership being “more clearly defined and based on non-detriment to the
non-EU members of the Alliance”. They identified a dilemma for the UK in
reconciling its “long-standing interest in enhanced defence capabilities for
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European states as the basis for strengthening NATO” with what they saw as
the “prospective increasing role for the EU in securing the necessary defence
industrial policy for their facilitation”. They also noted that increasing EU
defence industrial capacity would become particularly relevant in the event
that the US were to decrease its commitment to NATO.?>*

177. Some witnesses suggested that enhanced UK-EU cooperation on defence,
including some of the possible areas of cooperation discussed elsewhere
in this chapter, could help with translating the aspiration language of the
NATO-EU declaration to reality, especially given the UK’s prominent role
in NATO.?> Dr Scazzieri told us that the “EU would probably say that it has
done what it can and that the next steps are on the UK”.?*° We heard that
more efficient use of bilateral and minilateral agreements with selected EU
Member States may also be beneficial to NATO-EU cooperation.?”

178. Professor Whitman suggested greater use could be made of existing
mechanisms, such as joint meetings of the North Atlantic Council and the
Political and Security Committee, which “have not been able to meet for
some time”, due to differences between Greece and Turkey on Cyprus. He
added that this “is a space in which the UK is a bit of an honest broker”, with
an interest in all parties working together.?>8

179. The FCDO welcomed the EU’s commitment to cooperate with NATO,
suggesting that this will be particularly important when “supporting
resilience, reform and reconstruction in Ukraine”.?%°

180. It reported that the Government has discussed with the EU “how we can
enhance NATO-EU cooperation and strengthen Europe’s defence industrial
base for our mutual benefit”. It expressed the Government’s view that it
is crucial that EU defence initiatives “do not create barriers to defence
cooperation between European allies”, adding that competing initiatives
“risk higher prices and less capable solutions that ultimately weakens
European defence”. It indicated that it was particularly concerned about
“possible supply chain competition between European allies, particularly
on munitions, due to increased demand for finite sub-components and
capabilities”.

181. NATO remains the leading organisation for defending Europe and
setting standards to facilitate military interoperability between
European allies. The UK should take advantage of its prominent role
in NATO to take the lead on a plan to give operational effect to the
call in the EU-NATO Joint Declaration for the “fullest involvement
of non-EU NATO allies in the strategic partnership between the EU
and NATO”. This plan could potentially include proposing revisions
to the terms on which NATO members participate in EU-based
defence initiatives.
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CHAPTER 4: RECONSTRUCTION OF UKRAINE

It has been recognised since the early stages of Russia’s full-scale invasion
that a substantial international effort will be required to support the recovery
and reconstruction of Ukraine, regardless of the ultimate outcome of the
conflict.

The reconstruction programme will need to be vast in scale and scope.
A joint assessment by the World Bank, the Government of Ukraine, the
European Commission and the United Nations published in March 2023
estimated the total cost of reconstruction and recovery at US $411 billion.?®°
This includes damage to infrastructure and to the environment, as well as
economic and social losses resulting from the conflict.?®® This figure will
inevitably have increased further over the past year.

In October 2022 the German Federal Chancellor, Olaf Scholz, and the
President of the European Commission, Ursula von der Leyen, wrote that
“[a]lthough we should always be careful when making historical comparisons,
what is at stake here is nothing less than the creation of a new Marshall
plan for the 21st century”.?®> They suggested that the task would “take
generations” and should “start now”.

In its written submission to the Committee the Foreign, Commonwealth
and Development Office described Ukraine’s reconstruction needs as
“immense”.? It suggested that reconstruction would require “unprecedented
collaboration between governments, the private sector and international
institutions”.

Orysia Lutsevych, Head of the Ukraine Forum at Chatham House, told
us that reconstruction would be the “economic project of the century”.?64
Meanwhile, the Tony Blair Institute for Global Change predicted that the
reconstruction effort in Ukraine would ultimately be the single biggest since
the aftermath of World War I1.2¢°

Radostaw Sikorski, who was an MEP at the time he gave evidence before
returning to the post of Minister of Foreign Affairs of Poland in December
2023, offered a somewhat different perspective. He acknowledged that
international assistance would be “very useful” for Ukraine while the
conflict is ongoing.?*® However, based on his experience of regular visits, he
told us that Ukraine was “not as destroyed as it looks on the telly” and that
“in 80% of its territory, the state works”. He suggested that in the longer-
term Ukraine “will not be a victim country that needs outside assistance for
rebuilding”. He emphasised the strengths of Ukraine’s economy, including

260 World Bank, ‘Updated Ukraine Recovery and Reconstruction Needs Assessment’, (23 March 2023):
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in energy, agriculture and I'T, and predicted that “once the fighting stops, it
will be boom time”.2%’

188. Several witnesses proposed that reconstruction should begin now, even while
the conflictis still ongoing. Ms Lutsevych emphasised that “[a] lot of cities have
already been liberated from Russian occupation, and it is difficult for people
there to rebuild their lives”.?°® Meanwhile, Mark Bowman, Vice President
for Policy and Partnerships at the European Bank for Reconstruction and
Development, noted that “the economy is functioning relatively normally in
the west of the country, and there is the potential for investment even now”,2¢°
Dr Stefan Meister (German Council on Foreign Relations) suggested that
“we cannot wait until after the war” for reconstruction as the conflict was
likely to be “long”.?’® However, James Rogers (Council on Geostrategy)
was a dissenting voice on this. In his view it was “too soon to be talking
about reconstruction just yet” as there was still a “huge challenge in helping
Ukraine to prevail ultimately”.?™

189. Baroness Ashton argued that “you can never start early enough in thinking
about the end of a conflict and what happens next”.?’> She emphasised the
importance of cooperation between the UK and the EU during this process,
adding that Ukraine “needs us to get co-ordinated rather than expect
it to co-ordinate us, which is too often what happens in times of crisis”.
She considered it important for the UK to ensure that what it is offering
forms part of a “broader programme” brought forward by the international
community.?”?

190. The need for close cooperation on reconstruction was also emphasised by
other witnesses. Mr Bowman described this as “absolutely critical”.?’* He
told us that there should be a “single reform plan, obviously owned by the
Ukrainian authorities, which is ambitious, realistic and properly sequenced”,
to ensure that “donors, international institutions and the Ukrainian
authorities are all pushing in the same direction”. Natalie Jaresko, a former
Finance Minister of Ukraine, argued that international cooperation would
be particularly valuable in bringing together plans announced by individual
donors, since “different donors are thinking about things with different
timeframes”.?”” Ms Lutsevych agreed on the importance of coordination,
identifying this as the “keystone of success”.??®

191. The reconstruction of Ukraine will be a colossal undertaking,
regardless of the ultimate outcome of the conflict. Although Ukraine’s
economy has underlying strengths and considerable future potential,
the extent of the damage Russia’s full-scale invasion has inflicted on
Ukraine means that a huge programme of international assistance
will be required over an extended period of time.
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192. Reconstruction cannot wait until the war has finished. Much of
Ukraine is in urgent need of international support for rebuilding.
There is also potential to promote investment into parts of Ukraine
that have been less impacted by the conflict.

193. It is imperative that governments and international organisations,
including the UK and the EU, cooperate closely throughout the
reconstruction process. This will prevent duplication and ensure
that all international partners are working on the basis of a coherent
programme that best meets Ukraine’s needs.

Existing initiatives
194. An institutional structure has already been established over the past two

years to provide for international coordination on reconstruction of Ukraine,
building on arrangements that existed prior to Russia’s full-scale invasion.

195. In June 2022 the inaugural Ukraine Recovery Conference (URC) (see Box 6)
took place in Switzerland, at which heads of government and representatives
of international organisations agreed the “Lugano Declaration” setting out
principles for reconstruction.

Box 6: Ukraine Recovery Conference

The Ukraine Recovery Conference (URC) is an annual international event
focused on recovery, reconstruction and reform in Ukraine. It builds on a
previous annual “Ukraine Reform Conference” that was held from 2017 until
2021.

The first URC following Russia’s full-scale invasion was held in Lugano,
Switzerland in June 2022. Participants, including the UK and the EU, over
40 heads of state and government, and representatives of international
organisations, agreed the “Lugano Declaration”.?’”” This included commitments
to “supporting Ukraine throughout its path from early to long-term recovery”;
“linking this to Ukraine’s European perspective and EU candidate country
status”; and “establishment of an effective coordination platform between the
Government of Ukraine and all its bilateral as well as multilateral partners,
organizations and international financial institutions for the preparation and
implementation of Ukraine’s Recovery and Development Plan”.

The second URC was held in London in June 2023. At this event the President
of the European Commission, Ursula von der Leyen, announced plans for a
new multi-year facility of up to €50 billion to support recovery, reconstruction
and modernisation of Ukraine.?’”® The UK Prime Minister, the Rt Hon Rishi
Sunak MP, also announced a new commitment to support Ukraine’s economy

277 Ukraine Recovery Conference, ‘Outcome Document of the Ukraine Recovery
Conference URC2022 “Lugano Declaration’, (5 July 2022): https://uploads-ssl.webflow.
com/621f88db25fbf24758792dd8/62c68e41bd53305e8d214994 URC2022%20L.ugano%20
Declaration.pdf [accessed 23 January 2024]
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with loan guarantees worth $3 billion for the next three years. The joint
statement by the Co-Chairs issued following this meeting referred to a “private
sector led recovery” and noted that “[n]early 500 global businesses from 42
countries worth more than $5.2 trillion” had signed the Ukraine Business
Compact, pledging support for recovery and reconstruction.

The next URC is due to take place in Berlin in June 2024.27°

196. The second URC was hosted by the UK in June 2023. The President of the
European Commission and the UK Prime Minister, as well as the United
States of America, announced substantial new financial commitments to
support reconstruction. Many international businesses also pledged support
for reconstruction by signing the “Ukraine Business Compact”. Reflecting
on this conference, Mr Bowman identified a “strong desire to invest in
Ukraine”.?8° However, he qualified this by noting that “for many companies
it is a long way off and they are quite a long way from having specific plans™.

197. The Multi-Agency Donor Coordination Platform for Ukraine (MDCP)
(see Box 7) has a specific mandate to “coordinate the support for Ukraine’s
immediate financing needs and future economic recovery”. This organisation
is based in Brussels and Kyiv, with the Brussels office hosted by the European
Commission.

Box 7: Multi-Agency Donor Coordination Platform for Ukraine

The Multi-Agency Donor Coordination Platform for Ukraine (MDCP) was
launched in January 2023, following a decision of G7 leaders.?®! Its role is
described on its website as being to “coordinate economic assistance in line
with Ukraine’s reform ambitions, in line with the conditions for financing and
structural support of the major donors, and in line with its European path”.28?

The MDCP’s steering committee contains high-level officials from Ukraine,
the EU, G7 countries and international financial institutions. It is co-chaired
by officials from Ukraine, the European Commission and the United States.
It met regularly during 2023. Its secretariat is based in Brussels, hosted by the
European Commission, and it also has an office in Kyiv. The UK has seconded
an official to the body.

198. Witnesses generally welcomed the establishment of the MDCP. Mr Bowman
suggested that it had an “important role in bringing together the key players,
ensuring that gaps are filled and that there is no duplication in efforts, and
that everyone is working towards the same plan”.?®® Although it had been a
“bit slow to get up and running”, he considered that it was now “finding its
feet”. Ms Jaresko indicated that this body would be the primary institution for
“policy on reforms, coordination, collaboration on financial contributions,
advocacy for best practices, and monitoring and reporting the harmonising
of the actual recovery process”.?%*
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199. According to Dr Meister, the MDCP formed part of an “infrastructure”
established by the EU that meant that reconstruction was “more or less
coordinated in Brussels™.?®> However, it was noted that the UK and EU were
cooperating within the platform.?®¢ Ms Jaresko suggested that the UK had an
“important voice” through the Foreign, Commonwealth and Development
Office’s representative, Thomas Drew.2%7

200. The MDCP was described as a “multilateral hub” for coordination on
reconstruction by the Minister for Europe.?®® The Foreign Secretary
considered it to be a “very effective set of arrangements”.?%° He also noted
that the UK was working together with Ukraine and the EU on the “Ukraine
Plan”, which sets out an agenda for reconstruction. In his assessment the
UK was “plugged in at all the right levels”.

201. A more sceptical view on the institutional arrangements to support
reconstruction was expressed by researchers from the Centre for Britain and
Europe at the University of Surrey. These authors suggested that in the past
processes such as that envisaged within the MDCP, whereby political actors
make assessments of progress on reform and take decisions about transfers
of funds based on these assessments, had failed to call out shortcomings in
reform processes effectively and funds had consequently sometimes been
lost to corruption.?*® They called for the establishment of “new cooperation
mechanisms”, including an institution that would monitor the use of funds
and provide “binding” reform recommendations to Ukraine.

202. Other established international institutions are also expected to play an
important role in the reconstruction process. Sir Julian King, a former
European Commissioner for the Security Union, highlighted the roles
of the World Bank, European Investment Bank and European Bank for
Reconstruction and Development (EBRD), as well as the World Health
Organisation and the International Telecommunication Union in specific
sectors.?”! He stressed that these actors would need to coordinate and that
the MDCP provided a forum for this. Witnesses also made reference to
the role of the International Monetary Fund, which the Foreign Secretary
said would have a “crucial role” that the UK would need to back up with
“guarantees, loans and other economic support we are giving”.?°?

203. Mr Bowman highlighted the EBRD’s contribution to reconstruction,
emphasising that it had “increased its investment” in Ukraine following the
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outbreak of the conflict.?> He noted that the EBRD was headquartered in
London, and had EU and G7 shareholders, which meant it was a “very good
forum for international collaboration and co-operation and for the different
players to get together and support Ukraine”.

204. We welcome the UK’s close involvement in planning for reconstruction
up to this point, including hosting the successful Ukraine Recovery
Conference in London in June 2023. The URC should continue to be an
annual international event and we note that the next meeting will be
in Berlin later this year. We therefore look forward to considering, in
its response to this report, the Government’s ambitions and priorities
for this event, including any additional spending commitments
in relation to reconstruction of Ukraine and/or specific projects to
which the UK is committed.

205. The London-based European Bank for Reconstruction and
Development was set up to help Central and Eastern European
countries from the former Soviet bloc to restructure and reform. It
has the required expertise and experience necessary to support the
reconstruction of Ukraine. It should be given a prominent role.

206. We welcome the establishment of the Multi-Donor Cooperation
Platform for Ukraine, and that the UK has seconded an official to
this body. The MDCP can be expected to perform a pivotal role as
a forum for cooperation among supporters of reconstruction in
UKkraine, including the UK and the EU. We urge the Government to
remain closely involved in its work over the coming years. We ask the
Government to commit to updating the Committee periodically on
the work of the MDCP.

The UK’s contribution to reconstruction

207. Several witnesses told us that the UK was well-placed to make a major
contribution to reconstruction. Ms Lutsevych emphasised that the UK
had a “very high reputation” and what she termed “amazing soft power”
in Ukraine.?** She attributed this to the UK having been “there with the
Ukrainian people from day one”. Ms Jaresko added that the UK “has a
voice in Ukraine that is very credible” and went as far as to say that it was
“uniquely positioned to help”.?>

208. The UK’s expertise in private sector investment, given the location of
the City of London, is expected to be especially valuable. Ms Lutsevych
suggested that “[a]s a global financial centre, the UK is well positioned to
reach out to the private sector and look at where public-private partnerships
are possible”.??®¢ Meanwhile, Mr Bowman noted that securing private sector
donations had been a “big theme” of the URC in London and that the UK is
an “important shareholder” in relevant international institutions, including

293 Q 65 (Mark Bowman). The EBRD committed €3 billion of financing for reconstruction over 2022—
23. Specific support includes emergency liquidity for railway and electricity companies. It announced
a €4 billion capital increase that would enable it to double lending to Ukraine in December 2023. See
European Bank for Reconstruction and Development, “The EBRD and the war on Ukraine’,: https://
www.ebrd.com/what-we-do/war-on-ukraine [accessed 23 January 2024]; and ‘EBRD to double
lending to Ukraine after agreeing €4bn capital increase’, Financial Times: https://www.ft.com/content/
aaa730al-f90e-405b-a6bb-b3aeded699c8 [accessed 23 January 2024]
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the EBRD.?7 The Minister for Europe saw the URC as “a signpost that
capital from the City of London and the UK could find opportunity in
Ukraine”.?%®

Ms Jaresko highlighted work that the UK was already doing with the
insurance industry, which has a key role to play in facilitating other private
sector investment in Ukraine, in particular through providing war risk
insurance. She told us that because of the UK’s “prominence” in this area,
it was “able to bring the players together, engage with them and, in future,
start to map out the types of public/private sector partnerships and public
sector risk-mitigating programmes that can enable the mobilisation of private
money”.?*° Olaf Henricson-Bell, EU Director at the FCDO, referred to this
as an area where the UK “brings something different” to the table.?>%°

We also heard that the UK may be able to take on a leading role in supporting
Ukraine in its efforts to tackle the longstanding issue of corruption. Ms
Wright (Institut Montaigne) emphasised the importance of this, suggesting
that concerns about corruption were holding back private sector investment
into Ukraine (discussed further in paragraphs 223-232). She noted that the
UK had “shown interest in leadership [on corruption] in the past” and that it
was “something that the EU and other European countries would expect the
UK to lead on right now, t00”.> Ms Lutsevych argued that the UK could
be a “champion” of the “integrity and inclusivity of the recovery process”,
adding that it was important to ensure that Ukrainian civil society had a
“stake” in the process so that it is “grounded in the needs of the people”.??

Mr Rogers suggested that the UK could “begin thinking about using
additional areas of leverage in reconstruction”.?®® He highlighted the Three
Seas Initiative, which aims to improve north-south connectivity among
countries in central and eastern Europe, and suggested that the UK “could
become an associate, similarly to Germany and the United States”. He
also identified the potential for expanding on existing trilateral initiatives
involving Poland, Ukraine and the UK, which he considered to have shown
that “Europe is not just the EU”.%%

At a political level, Professor Menon identified an additional role for the
UK in ensuring that, in the longer term, “Ukraine does not get forgotten
or relegated down our priorities”.>®® He noted that the UK had “played a
crucial role in whipping up support for Ukraine in the early stages of the
conflict” and suggested that it may need to do so again in the future if the
focus of the EU and other allies on Ukraine diminishes over time.

The UK has a strong reputation in Ukraine with expertise to offer in
several sectors that will have an important role in reconstruction. The
Government should take full advantage of this and aim to perform
a leading role, working closely with the EU and other partners, in
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areas such as encouraging private sector investment and engaging
with the insurance industry.

214. The UK has been a strong and reliable supporter of Ukraine
throughout the conflict. It is essential that the Government continues
to prioritise support for Ukraine in the future, including after the
fighting has ended. The Government should also continue to use all
mechanisms available to it to encourage allies, including the EU and
EU Member States, to remain focused on support for Ukraine.

Reconstruction and Ukraine’s EU candidate status

215. Reconstruction is expected to be linked closely to Ukraine’s candidacy for
EU membership.’°® Ms Lutsevych explained that “for Ukrainian society,
membership of the European Union is part of victory”.?°” She referred to
an opinion poll indicating that 89 per cent of Ukrainians supported EU
membership and argued that this meant that “any political force, any
President of Ukraine, will have to deliver on that “.

216. Dr Meister saw the EU’s close involvement in establishing the machinery
for international coordination on reconstruction, and the location of the
MDCP in Brussels, as an indication that the reconstruction process would
be “very much driven by the EU and EU integration, and increasingly
by EU investment and budgetary support for Ukraine”.?® Dr Martill
(University of Edinburgh) explained that the EU could “use its market
power and the prospects of accession to shape policies and reforms within
Ukraine”.?®® Meanwhile, researchers from the Centre for Britain and
Europe at the University of Surrey highlighted “significant overlap between
the benchmarks of reconstruction and EU accession”, particularly in areas
such as anti-corruption and the rule of law.?!° In this context Mr Bowman
described the accession process as a “powerful anchor for the whole reform
process”.?!!

217. Nathalie Loiseau MEP suggested that the EU’s approach to reconstruction
was “specific because Ukraine is a candidate country” and that in this
context it is “quite normal that support comes with reforms and making
sure that we push Ukraine on the European path”.’’? She acknowledged
that Ukraine’s EU ambitions were “not necessarily high on the British
agenda”, although she was “pretty certain that the reform priorities set by
the European Commission for Ukraine—the fight against corruption and
oligarchs—fit with British priorities”.

218. In light of the inter-relationship between reconstruction and UkKkraine’s
aspirations to EU membership, some of those that we heard from
recommended that the UK should offer support for Ukraine’s candidacy.
Baroness Ashton, a former EU High Representative for Foreign Affairs and
Security Policy, argued that the UK should be “wholly supportive” because
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EU membership “provides the best opportunity and the best way for the
country to develop and grow in the way it always planned”.?!> In a similar vein,
Mr Bond and Dr Scazzieri of the Centre for European Reform considered
EU accession to be “the most promising way to stabilise Ukraine during
and after the conflict, ensuring good governance and economic reforms”.?!*
They suggested that the UK should offer its support in a “nuanced” way, for
instance through “bilateral initiatives that seek to promote economic reform
and good governance in Ukraine”.

Researchers from the Centre for Britain and Europe at the University of
Surrey also proposed that the UK should “support Ukraine’s aspirations”
in relation to EU membership.?'> However, in their submission they argued
that the UK should be prepared to “publicly nudge” the EU and Ukraine to
“deliver on the concrete promises made” with respect to reconstruction and
the EU accession process.

The Foreign Secretary emphasised that the UK is a strong supporter of
“Ukraine wanting to anchor itself in the Euro-Atlantic alliance”.?'® He
added that although EU enlargement is a “matter for the EU”, “we note
what Ukraine wants, and we want Ukraine to succeed in its aims and goals™.
He told us that the UK’s role was to “help Ukraine in all the ways that we
can” to help it achieve its ambitions.

Reconstruction will be closely linked to Ukraine’s candidacy for EU
membership. The drive to meet the criteria for EU membership is
likely to serve as a lever for reforms to Ukraine’s economy and public
institutions.

The Government should therefore work closely with the EU and
Ukraine to ensure that assistance provided to Kyiv serves the shared
objective of bringing Ukraine into western institutions. This should
include providing support for Ukraine in implementation of the
reforms needed to meet EU accession criteria.

The challenge of corruption

Several witnesses indicated that the ongoing prevalence of corruption in
Ukraine could serve asadisincentive to providing supportforreconstruction.>!’
Mr Bowman described this as a “critical issue for stimulating private
investment and for the EU, the UK, the US and donor countries to justify
the resources to their taxpayers”.>!8

We heard that insufficient coordination between donors may increase the
likelihood that funds are not used for their intended purpose. Ms Loiseau
told us that “often, EU institutions and the member states are fooled by
third countries’ authorities, which are very good at playing one off against
the other”.?!” She said that in these cases the money usually “does not go for
reconstruction and it does not go for development; it goes into the pockets
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of people who play one off against the other”. Similar concerns were raised
by researchers from the Centre for Britain and Europe at the University of
Surrey, who suggested that “large-scale in-flows of funds for reconstruction
will be an attractive target for less well-intentioned actors”. They noted that
“lax regulation in the UK and its overseas territories” had previously played
a role in “facilitating money-laundering from the former Soviet Union”
and called on the UK to work closely with the EU and other partners to
“ensure that money intended for projects in Ukraine does not end up here”.??°
However, Mr Bowman did not see “much danger of competition or overlap”
between donors, since Ukraine’s “needs are very great, and all the different
institutions have different functions and roles”.??!

225. Ms Jaresko said that it would be necessary to provide “factual proofs” to
investors that “the environment has changed on the corruption front”
compared to the period before Russia’s full-scale invasion, when the private
sector had not been “terribly active” in investing in Ukraine.*??> Ms Lutsevych
agreed, telling us that if the rule of law was not adhered to, this would
“destabilise Ukraine post the war and even during the war, which would be
very risky”.>?> Ms Dennison suggested that it was “crucial that in the early
stages of reconstruction we do not see scandals emerging about corruption
in the way funds are used”.?**

226. Ms Lutsevych emphasised that “Ukrainians themselves demand the
uprooting of corruption”.?>> She told us that “the veterans who are coming
back home, the volunteers who are supporting the front line, cannot stand a
single act of corruption”. Mr Sikorski also identified considerable domestic
pressure to address corruption. In his experience the public authorities in
Ukraine were aware that corruption is “the biggest threat not only to their
image but to the willingness of democracies to help them”.32¢

227. Witnesses noted that some steps are already being taken to tackle corruption.
Ms Lutsevych reported that in 2022 the High Anti-Corruption Court of
Ukraine had “issued 33 guilty verdicts and transferred more than 1.2 billion
Ukrainian hryvnia, the equivalent of £27 million, to the Ukrainian budget
on corruption charges”.?”” In Mr Sikorski’s view, reports of the arrests of
Supreme Court judges on bribery charges are “good news” as it means that
“[a]t last, they are being arrested”.??®

228. Drawing on her experience as Minister of Finance in Ukraine from 2014-16,
Ms Jaresko highlighted government initiatives to improve transparency, move
towards more localised governance arrangements, end reliance on strategic
Russian assets and establish anti-corruption entities. In light of this, she felt
that businesses with concerns about corruption were “relying on memories
of pre 2014” and that there should now be an effort to start working on
“informing the business sector better of all the changes have occurred”.?*
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Mr Bowman added a note of caution to the discussion about measures to
tackle corruption. He told us that “there is a risk of badly designed policies
leading to a kind of paralysis in the system” if government officials are
“worried that, for unjustified reasons, anti-corruption agencies will crack
down on them”.?3°

The Minister for Europe indicated that the Government was “alive” to
the risk of funds being lost to corruption, but that there are “institutional
and liaison mechanisms in place to ensure that that money is not wasted or
embezzled”.?>! He highlighted existing work in this area that the Government
was supporting, including support for the establishment of Ukraine’s anti-
corruption bureau and the UK Good Governance Fund, a “£38 million,
three-year technical assistance programme that supports good governance,
economic resilience and growth”.>*? The Foreign Secretary told us that a
“lot of progress is being made”, noting that several anti-corruption measures
were based on ideas originally proposed by the UK.

The Government should take a leading role with the EU and other
international partners to support Ukraine in its efforts to tackle
corruption and strengthen its public institutions. Effective action
in this area will be vital to creating an environment in which both
public and private sector donors have confidence to invest in Ukraine
and provide support for reconstruction.

Close coordination between the UK, EU and other allies on
reconstruction, as we have recommended elsewhere in this Chapter,
will contribute to minimising the risk that reconstruction funds are
lost to corruption.

Lessons from the Western Balkans

We asked some of our witnesses whether any lessons could be learned from
previous experiences of post-war reconstruction, in particular in the Western
Balkans, where progress has not always been smooth.

Ms Jaresko identified five relevant insights: that “you cannot have a
successful recovery and reconstruction without security”; the need for “long-
term commitment of the donors”; the importance of “local ownership”
of the process; the role of transparency and accountability in creating an
environment in which the private sector will be willing to make donations;
and that there should be a “holistic approach”, addressing “not only the
physical but the economic and political reconstruction, as well as the social
dimension”.???

Mr Bowman acknowledged that the experience of reconstruction in the
Western Balkans had been a “mixed picture”.?** He suggested that one
factor was that “the EU accession process, which had the potential to be
transformative, stopped being transformative because people stopped
believing that it would happen”.
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Dr Denisa Kostovicova and Dr Luke Cooper, respectively Associate
Professor of Global Politics and Associated Professorial Research Fellow
at LSE, suggested that in Ukraine, as in the Western Balkans, problems
arising specifically from the war would exacerbate challenges related to the
post-Communist transition.>®> They noted that most indicators of political
and economic progress in the Western Balkans suggest “regressive trends”
in recent years. In their assessment, “multiplying policy instruments” had
“neither increased the chances of success nor accelerated reform processes
required for progress on the path to EU membership”.

One problem identified by Dr Kostovicova and Dr Cooper was that wartime
relationships between political, economic and military elites had become
“entrenched in the post-war period”, undermining the development of
democracy. To avoid this, they suggested that “investment in rebuilding
of infrastructure needs to spread the benefits of reconstruction equally
rather than promote distinct market players and their monopolies”. They
also highlighted a risk that Ukraine may “prematurely adopt economic
liberalisation measures” that are unsuited to what will, in the short-to-
medium term, remain a “wartime economy”.

Recent post-war reconstruction efforts in Europe, notably in the
Western Balkans, have a mixed record in terms of achieving their
longer-term objectives. The UK, the EU and other participants in
the reconstruction of Ukraine should reflect on what lessons can
be learned from this experience, including the effectiveness of
mechanisms intended to incentivise reforms. We ask the Government
to provide us with its assessment of lessons that can be learned from
previous experience in supporting post-war reconstruction and how
these can be applied to Ukraine in response to this report.

Security and reconstruction

The prospects for reconstruction in Ukraine will ultimately be determined
to a large extent by the security situation. Ms Jaresko said that this was
“fundamental” as “you cannot have a successful recovery and reconstruction
without security”.?®*® Similarly, Ms Lutsevych argued that “if we want the
private sector to go, it is important that we have a strong security cushion
for Ukraine”.?*” Without this, she feared that investors may hold back from
providing donations.

Witnesses emphasised the role of the UK in providing the necessary
military assistance to Ukraine to facilitate reconstruction. For example, Ms
Jaresko noted that the UK provides “critical support” for the “intelligence,
surveillance and reconnaissance operation” for the “Black Sea corridor” trade
route.?*® She explained that this “opens up exports in steel and iron ore that
are not really profitable or realisable through rail or trucking, so it is critical”.
Ms Lutsevych similarly told us that the UK’s naval capabilities could “help
to develop Ukraine’s ability to protect its naval routes on the Black Sea so
that food and other goods can flow to the international markets”.?*

335 Written evidence from Dr Denisa Kostovicova and Dr Luke Cooper (RUI0021)
336 Q 68 (Natalie Jaresko)

337 Q 69 Orysia Lutsevych)

338 Q 65 (Natalie Jaresko)

339 Q 65 (Orysia Lutsevych)


https://committees.parliament.uk/writtenevidence/126463/html/
https://committees.parliament.uk/oralevidence/13774/html/
https://committees.parliament.uk/oralevidence/13774/html/
https://committees.parliament.uk/oralevidence/13774/html/
https://committees.parliament.uk/oralevidence/13774/html/

60 EUROPEAN AFFAIRS COMMITTEE

241. Witnesses generally considered that NATO was the critical actor in terms
of providing Ukraine with long-term security. Dr Meister told us that
interim NATO security guarantees would provide a “security framework
for reconstruction”.?*® Ms Lutsevych similarly indicated that it would
be important to put in place security arrangements that would serve as a
“transition decision while the war goes on”.?*! However, she saw NATO
membership as the “permanent solution” that would “allow the private
sector to come” to Ukraine.

242. Mr Rogers expected that the UK would be “instrumental” in providing
security guarantees and that these could “provide the breathing space for
Ukraine to prepare to become an EU member and then to become one under
the protection of the UK and another group of member states of NATO or
through some other format”.342

243. The EU Ambassador to the UK indicated that EU membership would
provide additional security guarantees on top of those that may be offered
by other allies.>*> However, other witnesses expressed scepticism about the
value of security guarantees from the EU. For example, Mr Bond and Dr
Scazzieri suggested that the fact that the Finland and Sweden had decided to
seek NATO membership implied that EU security guarantees on their own
were “not particularly credible”.?**

244. The Minister for Europe stressed that the UK’s defence relationship with
Ukraine would remain “hugely important” in the future. He identified the
need for Ukraine to “put their military on a world-class footing in a very
sustainable way, in a way that requires more domestic defence industry”.
He considered that the UK would be among the nations that would “have a
critical role in that”.?%

245. The Foreign Secretary told us that the Government was doing “everything
that we can to help Ukraine in its ambitions to join NATO”, including
providing support for reform of the defence sector.?*® He added that where
the UK was “in an organisation and can help them join, we are absolutely all
in and doing what we can”.

246. In January 2024 the UK and Ukraine concluded an Agreement on
Security Cooperation, containing provisions aimed at “coordinating and
strengthening joint efforts to support Ukraine’s accession to NATO”.>*” This
included UK commitments to “provision of comprehensive assistance to
Ukraine for the protection and the restoration of its territorial integrity”,
“prevention and active deterrence of, and counter-measures against, any
military escalation and/or a new aggression by the Russian Federation” and
“support for Ukraine’s future integration into Euro-Atlantic institutions”.
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The UK has an important role to play in providing the naval support
to Ukraine necessary to facilitate trade through the Black Sea
corridor. The Government should continue to prioritise this as it will
be essential to facilitating Ukraine’s economic recovery in the short-
to-medium term.

Reconstruction cannot be successful in the long-term unless investors
feel confident about Ukraine’s long-term security. We therefore
welcome the UK-Ukraine Agreement on Security Co-operation that
was concluded in January 2024. Security guarantees will be most
credible if they are provided by NATO. The Government should
set out in its response to this Report its policy on providing interim
security guarantees for Ukraine.
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CHAPTER 5: LONG-TERM IMPLICATIONS FOR THE UK-EU
FOREIGN POLICY AND SECURITY RELATIONSHIP

249. Russia’s full-scale invasion of Ukraine was a profound shock to the European
foreign policy and security landscape, upending many of the assumptions
held by policymakers over previous decades.

250. In the period since the outbreak of the conflict the UK, the EU and many EU
Member States individually have re-evaluated their foreign policy priorities
and approaches to resilience. There is every reason to believe that these
developments will have far-reaching long-term implications for European
security and for relations between the UK and the EU, extending beyond
issues directly related to the ongoing conflict.

251. In 2024 there will be an election to the European Parliament, a new
European Commission will be appointed, a General Election is expected
in the UK and a presidential election will take place in the United States
of America. These all have the potential to lead to further changes in how
the EU and UK conduct their respective foreign policies. The conflict and
instability in the Middle East since the Hamas attack on Israel on 7 October
2023 may also have implications for the UK-EU foreign policy and security
relationship.

A more “geopolitical” EU?

252. Less than a month after the Russian invasion of Ukraine, the EU adopted a
new security strategy, A Strategic Compass for Security and Defence (see Box 8).348
This referred to a “tectonic shift in European history” and asserted that the
EU “needs to take a more active stance to protect its citizens, defend its
interests, protect its values, and work with partners to provide security for a
safer and more just world”. In the foreword, the EU High Representative for
Foreign Affairs and Security Policy, Josep Borrell, wrote that the EU must
“ensure that we turn the EU’s geopolitical awakening into a more permanent
strategic posture”.

Box 8: The EU Strategic Compass for Security and Defence

Published in March 2022, building on the earlier Global Strategy, the Strategic
Compass sets out the EU’s vision to “make Europe a security provider”. It is
described as a “Member States-owned document now adopted by the Council”
and it is stated in the foreword that by adopting it Member States “commit to
implementing it”.

The document asserts that the EU needs “to take a more active stance to protect
its citizens, defend its interests, protect its values, and work with partners to
provide security for a safer and more just world”. It calls for the EU and EU
Member States to “invest more in their security and defence to be a stronger
political and security actor”. It also identifies a need for “more rapidity,
robustness and flexibility in decision-making” and a move towards a “common
strategic culture”, aiming to increase the EU’s credibility as a strategic actor.

348 European Union, A Strategic Compass for Security and Defence (March 2022): https://www.eeas.europa.
eu/sites/default/files/documents/strategic_compass_en3 web.pdf [accessed 23 January 2024]
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Capacity; enhanced cooperation on countering foreign information manipulation
and strengthening cyber resilience; and a substantial increase in defence
expenditure. The Strategic Compass additionally calls for “further ambitious
and concrete steps” to strengthen cooperation with NATO and pledges that
security and defence issues will be included “more systematically” in political
dialogues with third country partners. It states that the EU “remain[s] open

ecific proposals include the development of an EU Rapid Deployment

a broad and ambitious security and defence engagement with the United
ngdom”.

Source: European Union, A Strategic Compass for Security and Defence (March 2022): hitps://www.eeas.europa.
eu/sites/default/files/documents/strategic _compass_en3_web.pdf [accessed 23 Fanuary 2024]
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. Notable policy shifts have also taken place in several Member States. There
have been substantial rises in defence budgets, including in Germany. As
part of the major changes in German national security policy announced
by Chancellor Olaf Scholz in March 2023, in the immediate aftermath of
Russia’s attack on Ukraine, the German Government published its first
ever National Security Strategy in June 2023 and has committed to meet
the NATO target to spend 2% of GDP on defence.?* Finland and Sweden
applied for NATO membership following the outbreak of the conflict.
Finland formally joined in April 2023 although Sweden’s application is still
awaiting ratification by all NATO members.*** Meanwhile, Denmark ended
its longstanding opt-out from EU defence and security initiatives following a
referendum held in June 2022.

In March 2023 the UK Government published an updated foreign policy
and security strategy, Integrated Review Refresh 2023: Responding to a more
contested and volatile world.*>' This document updated the 2021 Integrated
Review and in particular gave greater prominence to European security,
describing the Euro-Atlantic region as a “core priority”.

Several of our witnesses considered that the shift in the EU’s approach to
foreign policy was substantial. Nathalie Loiseau MEP referred to a “cultural
revolution” evident in many aspects of the EU’s response, including the
provision of military support to Ukraine on a scale that was “not possible to
imagine before”.?>? Sir Julian King, formerly European Commissioner for the
Security Union, similarly identified a “sea change in how the EU collectively
works on both security and defence”.?*®> He noted that some of this pre-
dates the Russian invasion of Ukraine and that it is also motivated by “other
geopolitical drivers, in particular tensions with and concerns about China”.
Another former European Commissioner, Baroness Ashton, also considered
that the EU had been “moving towards a bigger geopolitical role for much
longer than the Ukraine crisis” but said that the conflict had “undoubtedly

accelerated that”.?**
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Government of Germany, Robust. Resilient. Sustainable. Integrated Security for Germany: National Security
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pdf [accessed 23 January 2024]

House of Commons Library, NATO enlargement: Finland and Sweden, Research Briefing 9574, June
2023.

HM Government, Integrated Review Refresh 2023: Responding to a more contested and volatile world,
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The EU Ambassador to the UK told us that the Russian invasion of Ukraine
had “pushed forward the development that began way back in the early
2000s when we started to create a security and defence policy in which it
was understood that, if we wanted to be effective in addressing security
challenges, we had to have an holistic approach”.?>> He said that the conflict
in Ukraine had “further strengthened our conviction that we must pursue
this”.

Looking beyond Ukraine, we heard that there had been a wider shift in the
EU towards what one expert termed “economic statecraft” to protect against
external shocks, involving the use of a combination of trade and foreign
policy mechanisms, which had previously been more separate spheres within
the EU.?>® We were told that a “decade of crises” had encouraged greater
“experimentation in new forms of decision-making and policy development™.
Isabella Antinozzi (RUSI) characterised these shifts as a “securitisation” of
EU policy, extending to areas such as energy, economic security and supply
chain resilience.?*” According to the Tony Blair Institute for Global Change,
the result is that the UK has been left with a “more strategic, coordinated
and active foreign policy and security actor on its doorstep”.?>8

However, some of the evidence that we received challenged the notion that
there had been a substantial shift in EU policy. In the assessment of the
Henry Jackson Society there is a “dissonance between the EU’s aspirations
to be a geopolitical actor and its capacity”.?* On its analysis the EU “lacks a
joint strategic assessment of threats” and has displayed an “inability to pool
resources which has undermined its ability to procure weapons to advance its
security”. It therefore concluded that the EU “does not seem ready to adopt
a more assertive foreign policy”. In a similar vein, James Rogers (Council
on Geostrategy) told us that there were “still some outstanding differences
between some of the key member states about how to deal with both Ukraine
and particularly Russia”.?®® He argued that the EU was “still stuck, in many
respects, in the world of the 1990s, not the world of the mid-2020s” and that
addressing this would “require a significant shift in strategic culture over the
coming years”.

Witnesses expressed mixed views as to the durability of any shift in the EU’s
approach to foreign and security policy, and its applicability to other crises
beyond Ukraine. Professor Anand Menon of UK in a Changing Europe
considered that the EU had “performed well” in the face of the Russian
invasion of Ukraine but that this was a “very easy case for the EU to have
acted on”, given western unity and that it involved “direct and deliberate
aggression on the border, essentially, of some member states”.>®! A similar
argument was advanced by Dr Luigi Scazzieri (Centre for European
Reform), who noted that the EU’s unity on Ukraine had not been replicated
in its response to the crisis in Israel/Gaza.?*? Dr Stefan Meister (German
Council on Foreign Relations) suggested that in relation to other conflicts
in post-Soviet eastern Europe, for instance Nagorno-Karabakh, he did
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“not see a very geopolitical EU”.>®® Other witnesses, for instance Baroness
Ashton, Sir Julian King and Professor Alexander Mattelaer (Brussels School
of Governance), expressed greater confidence that what they saw as the
EU’s trajectory towards becoming a more geopolitical actor would continue
beyond the current conflict.?®* The EU Ambassador to the UK told us that
“overall, we have been expressing common positions” in response to other
crises, including that in Israel/Gaza.?®’

During the period that our inquiry was taking place there were some signs
of emerging strains within the EU over aspects of its response to the conflict
in Ukraine. Hungary has increasingly sought to obstruct additional EU
financial support to Ukraine, including using its veto to prevent agreement
at the European Council meeting in December 2023.3%° Meanwhile, Slovakia
withdrew its military support for Ukraine following the formation of a new
government in October 2023.

Some of those that we heard from suggested that the long-term strategic
challenges faced by the UK and the EU are broadly similar. For example,
Ms Loiseau highlighted common interests in strengthening the European
pillar of NATO, developing a maritime presence in the Indo-Pacific and
addressing the causes of irregular migration to Europe.?*” Meanwhile,
Agathe Demarais (European Council on Foreign Relations) noted that both
the UK and the EU believe that “managing China’s rise will be the greatest
diplomatic, military and economic challenge” in the longer-term, but share
“less hawkish” stances than the United States of America.?>®

In its written submission the FCDO stated that the Government “recognise(s]
and support[s] the EU’s approach to tackling broader geopolitical
challenges”.?®® It added that “on China, we agree on the need to protect
national security, align our approach with partners, and engage with China
directly”. The Government is “supportive of a geopolitically active EU, as
a close and likeminded partner and ally in an increasingly contested and
volatile international space”.

In response to the immediate threat to its security posed by the
Russian invasion of Ukraine, the EU has made a concerted effort
to take on a more ‘“geopolitical” role, as envisaged in the Strategic
Compass published in 2022.

It remains to be seen whether these developments represent a durable
change in the EU’s geopolitical role. For example, the EU has not
achieved a clear and united response to the conflict in Israel, Gaza
and the wider Middle East, reflecting greater divisions between EU
Member States than was the case in response to the Russian invasion
of Ukraine.
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Given the EU’s size and its geographical proximity to the UK, any
change in the EU’s approach to foreign and security policy will be
bound to have implications for UK national security. The Government
should therefore continue to monitor closely the evolution of the
EU’s external policies when considering British foreign and security
policy.

The respective approaches of the UK and EU to long-term strategic
challenges such as relations with China and developing the European
pillar of NATO are broadly similar. We consider that there would be
considerable mutual benefits to enhancing cooperation between the
UK and EU on such issues.

European strategic autonomy

The Russian invasion of Ukraine triggered a renewed debate within the
EU about its ability to act autonomously, often referred to as “strategic
autonomy”.

We heard that “strategic autonomy” had not been precisely defined by the
EU.>® As Baroness Ashton told us, “depending on which room you are in
and with which people, it means different things”.>”! She suggested that
a debate “about how Europe is meant to operate as an entity in itself, in
terms of its capacity to resolve issues that directly affect itself, how far it is
beholden to external forces—the United States, for example—and how far it
is able to determine a policy and strategy of its own” had been going on for
a long time. This became especially prominent during the US presidency of
Donald Trump from 2017-21, during which the priorities of the EU and US
appeared increasingly to diverge.

Ms Loiseau saw strategic autonomy as being about “working with your allies
every time you can—that is a very strong statement; every time you can, you
should work with your allies—while working and acting autonomously every
time you have to”.>”? She stressed that there may be circumstances where
the EU has to act autonomously because its “priorities and concerns are not
shared by allies”.

Mr Bond and Dr Scazzieri told us that the Russian invasion of Ukraine
had served to “pause the more controversial elements” of the EU’s strategic
autonomy agenda, while at the same time leading to a “doubling down on
less controversial areas”.?”® This was attributed to the international response
to the conflict having demonstrated that NATO remains the cornerstone of
European security, and that non-EU NATO allies such as the US and UK
have an essential role.’”* We heard that Member States in central and eastern
Europe have particular concerns about the notion of European strategic
autonomy in relation to defence and security.?”” Radostaw Sikorski, a former
Minister of Foreign Affairs of Poland who returned to this post in December
2023, emphasised that “in this Ukrainian emergency, the United States has
rallied round, has come through and has protected us from an aggressive
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Russia”.?”® He said that the alliance with the United States is “not something
that central and eastern Europe would ever give up”.

271. Some witnesses expressed concern that any future reduction in US support
would leave Europe more exposed. For example, Mr Sikorski told us that if
“Joe Biden was not in the White House and the United States was engaged
somewhere else, Ukraine might not have been as supported as it has been”.?"”
He saw this as an “argument for being better prepared in case we are not so
lucky in future”. The Henry Jackson Society noted that the US’s “long-term
strategic interests lie in the Indo-Pacific”, not in Europe.?”® Professor Menon
identified a scenario where, in the event of a change in the US presidency,
Europeans might “have to look to themselves a lot more and work together a
lot more closely”.?”® Professor Mattelaer suggested to us that it would be “wise
for European states to think of contingency plans to help to address such a
prospect”.?®® However, Dr Scazzieri feared that at present this possibility was
“almost too difficult for many decision-makers to face”.?8!

272. Several expert witnesses indicated that within the EU the emphasis of the
strategic autonomy agenda had increasingly shifted away from the military
dimension towards economic autonomy.’®> Ms Dennison highlighted the
EU’s economic security strategy, published in spring 2023, which conveyed
“a sense that, as Europeans, we also have to recognise that we operate in this
world too, so we need a more sophisticated understanding, which will never
be autarky in an economic sense but is the ability to manage our relationships
in a more sophisticated way in that environment”.?®> She considered
“strategic interdependence” to be more accurate terminology than “strategic
autonomy”. Professor Szyszczak (University of Sussex) indicated that this
agenda now extended to “almost all policy areas”.?®* The Spanish presidency
of the Council of the EU in the second half of 2023 promoted what it termed
“open strategic autonomy”.’®®> This places an emphasis on cooperation
between the EU and allies and is focused primarily on economic challenges.
In Professor Menon’s assessment, strategic autonomy has become a “very
inward, slightly mercantilist construct aimed at prioritising European
industries over all others”.?%¢

273. Dr Benjamin Martill (University of Edinburgh) stressed that in discussions
of strategic autonomy it is often European rather than EU autonomy that
is the “aim of the game”.?®” He saw this as especially true in the defence
field, where autonomy in various areas is dependent on “co-optation of
non-EU members like the UK, Norway and Turkey into any such designs”.
Researchers from the Centre for Britain and Europe at the University of
Surrey similarly noted that “the term European not EU strategic autonomy
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is usually used” and that, in this context, the “UK’s capabilities are of critical
importance”.?8® These authors added that on its own the EU currently “falls
far short of being strategically autonomous™.

Sir Julian King told us that what he characterised an as EU agenda to
“reinforce its self-sufficiency and reduce dependencies” posed “issues for all
countries outside the EU in how they engage with the EU on those issues,
including the UK”.>® Ms Loiseau felt that it was primarily for the UK
Government to determine how far it wished to engage with this agenda. She
told us that “either we speak in theory about European strategic autonomy
including the UK or we speak in practice where the UK is interested”.>*°

The FCDO indicated that the Government is “supportive of the EU’s
approach to secure Europe’s interests, weaken dependencies and de-risk
relationships”.?*! However, in the area of defence it “continue([s] to encourage
the EU to ensure this is done in coordination with NATO and is open to all
European nations”.

The EU’s strategic autonomy agenda is focused increasingly on
economic security and resilience since the Russian invasion of
Ukraine. The Government should monitor developments in EU policy
in these areas closely and consider what contribution the UK might
be able to make to strengthening the resilience of Europe as a whole.

Any future reduction in US support for Ukraine, and for wider
European security, has the potential to leave Europe badly exposed.
The EU, EU Member States and other European partners, including
the UK, should ensure that they are prepared for a scenario in which
they may need to take on a greater share of the burden, despite all the
difficulties.

EU enlargement

Enlargement has gained renewed prominence on the EU political agenda
since the Russian invasion of Ukraine. Candidate status was granted to
Ukraine and Moldova in June 2022. The European Council subsequently
agreed to open membership negotiations with Ukraine and Moldova, and to
grant candidate status to Georgia, in December 2023.3°2 These developments
have also given fresh impetus to the enlargement process in the Western
Balkans.

Witnesses emphasised that the conflict in Ukraine had led to a change in the
views of several key Member States on enlargement.?*> We heard that there
had been a particularly marked shift in the position of France which had
“traditionally been very enlargement-sceptic” but had “changed its tune”
from around May 2022 onwards.?>**
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Susi Dennison of the European Council on Foreign Relations noted that the
“next wave of enlargement is being talked about and understood at an EU
level as being a geopolitical enlargement, something that is being done on a
clear interest basis by the EU”.?>> As Baroness Ashton explained, Ukraine’s
potential accession to the EU is seen as “not only about the safety and
security of Ukraine but about the nature and character of Europe itself”.?°¢
Ms Loiseau argued that it was to the EU’s “benefit that we get bigger in a
world where isolationism is dangerous”.?*” Meanwhile, Mr Sikorski suggested
that Ukrainian membership would “rebalance Europe”, providing it with
“two lungs in power relationships and in the weight of populations”.?°%

As was discussed in Chapter 4, there is overwhelming support for EU
membership in Ukraine. Orysia Lutsevych of the Chatham House Ukraine
Forum described the European Commission’s recommendation that
accession negotiations be opened as an “important moment to celebrate” %
She added that “Ukraine will be fully anchored, and its destiny is clear: it
belongs in the European family of nations”. Natalie Jaresko, a former Finance
Minister of Ukraine, similarly saw this as “extraordinarily good news”.%%°

Several witnesses anticipated that the enlargement process would in practice
be a long one. Dr Meister suggested that Ukraine’s accession “will not be a
high-speed integration and the benefits will not be coming so soon”.**! Dr
Kostovicova and Dr Cooper (LSE) explained that “Ukraine’s geographical
size combined with the complexity of its internal economic development”
would present “tremendous challenges for integration into the European single
market”.*°2 On this theme, Sir Julian King highlighted “quite big practical
hurdles” to Ukraine’s accession, for example around agriculture, heavy
industry, old nuclear plants and free movement of people.*®® Nevertheless,
he noted that there had been similar issues associated with the enlargement
of the mid-2000s but that these had been overcome because there was “great
political commitment” to making enlargement work. He felt that similar
conditions had emerged following Russia’s invasion of Ukraine.

Some witnesses were sceptical that Ukraine would join the EU in the
foreseeable future. Mr Rogers stressed the need to be “realistic”, saying that
the “war must be won before Ukraine can join the EU, and even then there
may be some outstanding territorial issues that would need to be overcome,
which I think would prevent it becoming an EU country”.*°* He noted that
accession would require unanimous agreement among Member States and
that “domestic politics” may prevent this. Professor Menon similarly told
us that he was “quite sceptical about the prospects of enlargement anytime
soon”, suggesting that there was a “paradox” that “the war will be behind us
by definition when there is a serious debate about Ukrainian accession, and
at that point political priorities will shift”.*%
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We heard that there were likely to be tensions between the EU objectives
of enlargement to the EU’s eastern neighbourhood and also to the Western
Balkans. Andrew Duff, a former MEP, predicted that the EU was unlikely
to fast-track Ukraine’s membership as any perception that it was getting
special treatment would be received negatively by Western Balkans
candidate countries.*® A similar point was made by Dr Kostovicova and Dr
Cooper, who noted that Ukraine and Moldova’s “accelerated EU accession”
had been greeted with a degree of “resentment” in the Western Balkans,
which had experienced “two decades of being in the EU’s waiting room”.*°7
Baroness Ashton stressed that, in “thinking about a regional architecture for
Europe”, the EU should not forget about Moldova and Georgia.**® The EU
Ambassador to the UK agreed that it would be “important for those dealing
with the issue to ensure that it is not just about Ukraine but all candidates”.*°

Some of our witnesses raised the possibility of a phased integration process.
Mr Bond and Dr Scazzieri envisaged that candidate countries may initially
participate in some Council formats without full voting rights.*'® Dr
Meister also anticipated that in the short-term there would not be “full-
scale integration” of Ukraine into the EU, but that there “may be partial
integration of Ukraine in some sectors”.*!! According to Georgina Wright
(Institut Montaigne), “discussions of either a multi-speed Europe or different
forms of membership” have been taking place within the EU.*!2

The focus on enlargement has additionally prompted a debate within the EU
about other institutional reforms, for instance to decision-making processes
and to the EU budget. Dr Meister told us that the “EU itself will change,
and the question will be how and when”.*"*> Mr Sikorski emphasised that an
EU of potentially 35 Member States would “pose issues for constitutional
order”.*!* He gave the example of sanctions and asked whether the EU
“wanted to be hostages of one country blocking”. He also raised the issue
of allocation of structural funds, noting that the fact that Ukraine is large
and relatively poor would mean that some European regions that currently
receive funds would no longer be eligible for these without reform. Ms
Loiseau, meanwhile, referred to “ideas floated in the air of changing the
way in which decisions are taken” but indicated that there were differences
of view within the EU on this.*”> The EU Ambassador to the UK referred
to proposals to move towards qualified majority voting in external affairs,
but said that debates about reform would be “complex”.*'® Mr Bond and Dr
Scazzieri considered that institutional reform was not a “given”, since some
Member States oppose any shift away from unanimous decision-making.*!”

Professor Menon emphasised to us that, as a non-member of the EU, the
UK’s ability to directly influence the enlargement process would be “very
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limited”.*® Other witnesses suggested that the UK may still be able to
offer some support to candidate countries. For example, Baroness Ashton
indicated that UK ambassadors remain involved in “a lot of positive work
going on to support the countries of the Western Balkans in their aspiration
to be in the EU”.*" She identified “opportunities to try to support the future
of the European Union for countries where we can see the absolute positive
reasons for them to be part of it”. Ms Loiseau also referred to UK-EU
cooperation in relation to the Western Balkans, arguing that the UK and
the EU “need to join our efforts to stabilise those countries and lead them
towards a European path”.42°

288. Some witnesses considered that potential institutional reforms within the EU
could have implications for relations with the UK. Ms Wright suggested that
it would be “very difficult for the UK Government to participate in those
discussions because it chose to leave”, but argued that it should be “thinking
quite seriously about how the EU is evolving and what opportunities this
could provide for the UK as well”.*?! Mr Bond and Dr Scazzieri highlighted
the possibility that a phased process of integration for accession states “could
leave the EU more open to including the UK as a non-voting participant, for
example in some meetings of the Foreign Affairs Council”.*?> The Tony Blair
Institute for Global Change similarly noted that enlargement may “open up
new opportunities for the UK to develop and deepen ties with the Union”.*??
It recommended that the UK should “stay alive to these unfolding processes
with the EU and the possibilities they may provide”.

289. Ukraine’s EU accession process could potentially have implications for the
UK’s own relations with both Ukraine and the EU in the medium-to-longer
term, as Ukraine seeks to integrate into the internal market. Were Ukraine
ultimately to join the EU, its relations with the UK would then be governed
by the TCA. The Minister for Europe told us that the Government is “alive to
that prospect”.*?* Mr Henricson-Bell added that there is “thinking ongoing”
about this but said that the Government considers it important to not “lose
sight of the immediate term, which is helping Ukraine to win this war”.*%

290. As noted in Chapter 4, the Foreign Secretary told us that the Government
strongly supports “Ukraine wanting to anchor itself in the Euro-Atlantic
alliance”.*?® The Minister for Europe similarly indicated that if, “through its
own sovereign choice”, Ukraine were to embark on a journey towards EU
membership that would allow it to be “prosperous, sovereign, liberated and
a strong ally of the UK, that would be “clearly a good thing”.*?”

291. The UK is no longer a member of the EU and will have no direct
influence on the next round of EU enlargement. But the EU’s overall
objective in pursuing enlargement (greater stability and security
in Europe) is clearly in the UK’s national interest as well. There is
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therefore a strong case for using the UK’s experience and expertise in
reform and capacity building to support candidate countries during
the enlargement process. In Ukraine, that would fit naturally with
the UK’s contribution to reconstruction and tackling corruption.

Potential enlargement has prompted a renewed debate about
institutional reform within the EU. Should such reform happen, it
could present both opportunities and risks for UK-EU cooperation.
The Government should monitor any developments closely and report
to Parliament on their implications for UK-EU relations.

The future UK-EU foreign policy and security relationship

In our report published in April 2023, The future UK-EU relationship, we
concluded that there would be “considerable mutual benefit” to ad hoc
engagement between the UK and the EU on foreign, defence and security
policy being “complemented by some structured arrangements for ongoing
interaction and cooperation, for example in response to new and emerging
threats”.*?® We therefore recommended that the UK should “approach the
EU without further delay with the aim of establishing appropriate structured
cooperation arrangements, as foreseen in the UK-EU Political Declaration
of October 2019”.42°

We were disappointed at the Government’s limited engagement with this
recommendation in its response to the report. In a letter to the Committee
in August 2023 the then Foreign Secretary, the Rt Hon James Cleverly MP,
said that “both sides are focused on making sure our cooperation delivers,
rather than on institutional changes in this area”.*3°

We took further evidence about whether there was a case for a more
structured foreign policy and security relationship between the UK and the
EU during the course of this inquiry. Several witnesses expressed support for
this proposal. For example, Baroness Ashton thought that more structured
cooperation would “ensure that the voice that we can have in those debates
is as clear and as well listened to as possible”.*?! She noted that “in the
context of security and defence matters, there is already a well-trodden path
of agreements that can be made between the EU and third countries that
enable them to participate and to be part of missions that operate all over
the world”. Ms Loiseau argued that more structured cooperation in foreign
policy and security was “our common interest” and cited a range of areas in
which she considered that greater cooperation would be desirable, including
EU defence missions.**> Mr Sikorski proposed that the UK should become
involved in what is currently the US-EU Trade and Technology Council, a
body established in 2021 for US-EU cooperation on trade, economic and
technology issues.**
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296. Sir Julian King considered that ad hoc cooperation in the context of the
Ukraine crisis had been effective but saw the case for more structured
arrangements as being to “future-proof your relationship and make sure
the momentum is there when, hopefully, there are quieter times”.*** Ms
Dennison, meanwhile, identified “a risk, from an EU perspective, that the
incentive for that informal approach will go down over time because it risks
diluting the co-operation within the EU” format.***> Professor Richard G.
Whitman, Dr Joelle Grogan and Jannike Wachowiak (UK in a Changing
Europe) suggested that a more structured security dialogue could create
“more predictability and stability” in the UK-EU foreign policy and security
relationship and that it could enable cooperation on longer-term challenges
such as relations with China and economic security.**® Dr Martill similarly
argued that more formal structures “even at a low level” would enable
engagement on an agenda “beyond existing crises”.**’

297. A more sceptical view on the benefits of more structured cooperation
arrangements was expressed by Professor Menon. He felt that “not very much
at all” would have been different if a structured cooperation framework had
been included within the TCA.**® Referring to the experience of cooperation
on Ukraine, he considered that the existing relationship “works pretty well
in a time of crisis”. Pressed on whether a structured arrangement would
be more beneficial in relation to other issues, he emphasised that “political
leaders interact with their counterparts, particularly from the larger member
states, in many fora where they can talk and co-ordinate on matters such as
China”.

298. Although Mr Rogers thought that UK-EU cooperation should be “taken
further where it is in the interests of both parties”, he considered that there
was also a “great deal of opportunity” to build on “minilateral” relations
between the UK and groups of EU Member States.*** He envisaged “creating
islands of co-operation that will support the overall effort of the larger
multinational structures, whether the EU or NATO”. The Henry Jackson
Society also favoured developing minilateral relations, highlighting the E3
(France, Germany and the UK) as a “useful forum to influence EU foreign
policy while not being bound by defence and security treaties with the EU”.#4°
However, some other evidence submissions noted that Member States were
reluctant to develop relations with the UK outside EU frameworks for fear of
alienating other EU members and that attempts by the UK to “bilateralise”
relations with EU countries post-Brexit had only been “partly successful” to
date.**!

299. The EU Ambassador told us that, compared to the UK, the EU has “more
structured co-operation with other partners, which we consider useful”.**
He suggested there would be “no objections” on the EU side to developing
more structured arrangements with the UK, similar to those envisaged in
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the Political Declaration. Nevertheless, he noted that a “more normal battle
rhythm has been established” recently at least in official-level contacts, for
example meetings between the Permanent Under-Secretary of the Foreign,
Commonwealth and Development Office and the Secretary-General of the
European External Action Service, which are now being held twice per year.

The Foreign Secretary argued that when it comes to cooperation with the
EU “what matters is what works” and that existing ad hoc cooperation
had “worked very well”.***> He suggested that there were benefits to the
“flexibility” of being able to put together different cooperation arrangements
in response to specific situations, as had been the case following the Russian
invasion of Ukraine. Regardless of institutional arrangements, he felt that
the UK and EU were “natural partners” on issues such as relations with
China, given the UK’s importance as an international actor in foreign policy
and security.*** He did not think the UK was in the position of needing to go
to the EU and ask, “Please can we join your China dialogue?”.

We welcome the Foreign Secretary’s confirmation to us that the
current ad hoc arrangements for cooperation with the EU on Ukraine
have worked well. This reinforces the evidence we heard that the
Russian invasion of Ukraine has created a new context for UK-EU
engagement on foreign and security policy that was absent when the
Trade and Cooperation Agreement was negotiated.

The nature and scope of the five-year review of the TCA remains
unclear. Nevertheless, given the change in context, the Government
and the EU should consider which of the informal arrangements
(operating outside the structures of the TCA) established to facilitate
the UK and EU’s response to the Russian invasion of Ukraine have
been of particular benefit to both parties and merit being made
permanent.

While acknowledging the Foreign Secretary’s point that flexibility
can sometimes be an advantage in responding to specific situations,
we continue to believe that there would be considerable value in more
structured arrangements for forward-looking cooperation between
the UK and the EU in relation to longer-term challenges such as
policy towards China. This would build on the successful experience
of reactive cooperation with the EU since the Russian invasion of
Ukraine, and it would complement relations with individual Member
States and groups of them. To facilitate this, the Government should
approach the EU with a view to establishing more regular, forward-
looking formats for cooperation on major foreign and security policy
issues.
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SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS

Introduction

In general terms we welcome and commend the responses to Russia’s
aggression by the Government and by the EU and its Member States. Insofar
as our report includes recommendations for policy, these are designed to
strengthen these responses and make them more effective. (Paragraph 16)

Cooperation on sanctions

Arrangements for cooperation between the UK, the EU and other partners
on the imposition of sanctions since the Russian invasion of Ukraine have
been effective overall. These should be considered as a model for pragmatic
cooperation between the UK and the EU that could be replicated in other
areas of the UK-EU relationship. (Paragraph 31)

We recognise that the UK’s independent sanctions regime is still a work
in progress, but it appears, on balance, to have been effective overall in
the context of the sanctions introduced following the Russian invasion of
Ukraine. Without the need for agreement on unanimity, the UK can be
nimbler and swifter in imposing sanctions. (Paragraph 41)

Nevertheless, some witnesses expressed doubts about aspects of the UK’s
post-Brexit sanctions regime including a lack of detail in listing individuals
but not the companies they control and questions about the efficacy of
enforcement through the work conducted by the National Crime Agency and
the Office of Financial Sanctions Implementation. We ask the Government
to respond to these specific concerns in its response to this report, addressing
in particular the robustness with which breaches of UK sanctions are
investigated and enforced. (Paragraph 42)

We note that the current sanctions mechanism in the UK does not include
a sanctions review mechanism akin to the EU’ sanctions review system.
We ask the Government to explain in its response to this report why that is
the case and whether it is considering further changes to the current regime
as it reviews how it functions in response to Russia’s invasion of Ukraine.
(Paragraph 43)

We have received evidence indicating that some minor differences between
UK and EU sanctions regimes have been justified in the context of the
sanctions introduced since the Russian invasion of Ukraine. We note that,
as a country outside the EU, the UK has the freedom to align its sanctions
policy with the US, which can sometimes be more hawkish on sanctions
than the EU.(Paragraph 54)

Nevertheless, we received persuasive evidence that sanctions are most
effective when imposed and enforced by as wide a coalition of countries
as possible. Divergence between sanctions regimes results in gaps and
loopholes, which weakens their overall effectiveness. This, in turn, reduces
the impact that the imposition of sanctions seeks to achieve. We therefore
call on the Government to work with its international partners to ensure
that divergence on the imposition and enforcement of sanctions regimes is as
limited as possible. We ask the Government to set out what steps it is taking
to avoid the negative impact of divergence in its response to this report.
(Paragraph 55)
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The UK’s expertise in developing and implementing sanctions regimes is an
asset which should be used more actively to support the capabilities of other
countries, both EU and non-EU. The aim of sharing the UK’s experience
should be to ensure more effective implementation of sanctions by a wider
range of countries. In its response to this report the Government should
provide details of what support it is currently providing to other countries.
(Paragraph 77)

We are concerned about growing evidence that Russia has been able to
circumvent sanctions through third states and uninsured shadow tanker
fleets. We welcome the Government’s efforts to address this, in cooperation
with our partners and allies, and in the current format of cooperation
between envoys. Since the lifting of sanctions on Russia appears to be a
distant prospect, circumvention will remain a challenge requiring ongoing
cooperation. We urge the Government, when replying to this report, to list
the measures already taken in response to circumvention; and to set out their
plans for more effective enforcement, including through closer and more
effective cooperation with the EU and its Member States. (Paragraph 78)

It is disturbing that the weight of evidence we received suggests that the UK
has not so far been as effective as it could be at enforcing the sanctions that
have been introduced. We note in this regard REDRESS’s assessment of
the UK’s performance as “weak” and Spotlight on Corruption’s evidence
that investigation of sanctions evasion had experienced “serious setbacks”.
Effective sanctions regimes must be enforced. We therefore ask the
Government to address this concern in its response and to set out specific
examples of robust action taken by the Government and its agencies to
enforce UK sanctions regimes. (Paragraph 79)

The Government should work closely with the EU and other partners to
explore possible options to make use of sanctioned assets (or their proceeds)
to support the reconstruction of Ukraine. However, any mechanism to make
use of Russian assets must be consistent with international law and must
not damage the international financial system. We noted that the Foreign
Secretary suggested to us that there is a legal route to achieve that. The
Government should outline what action it is taking on finding a legal route,
including any discussions that it has had with the EU and other partners in
its response to this report. (Paragraph 92)

In contrast to the UK, the EU periodically reviews its individual sanctions
regimes. This issue is linked to the creation of arrangements for sanctions to
be lifted. In our view, the Government should consider introducing a process
for periodic review of sanctions in force, which could provide a mechanism
for the eventual removal of sanctions, in coordination with EU and other
partners. We recommend that the Government should in the meantime
consult with the EU on the design of any “off-ramp” arrangement through
which sanctioned entities could be removed from the sanctions list if certain
conditions are met, such as providing support for reconstruction of Ukraine.
(Paragraph 93)

We find it incomprehensible that the Government have not yet resolved the
problems around the promised use of frozen assets from Chelsea FC’s sale
to support Ukraine. The unfulfilled promise made by Mr Abramovich at the
time of the sale of Chelsea FC reflects poorly on him and the Government
for not pushing for a more binding commitment. We urge the Government
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to use all available legal levers to solve this impasse rapidly so that Ukraine
can receive much needed, promised, and long overdue relief. All of the funds
should be spent in territories controlled by the Ukrainian government.
(Paragraph 94)

The evidence that we have considered, including from the Foreign Secretary,
suggests that the arrangements for cooperation between the UK, the EU and
other allies on sanctions that have been established over the past two years
have been effective in responding to the crisis in Ukraine. (Paragraph 104)

Looking beyond the current crisis to the longer-term, we consider that
the objective should be to ensure that lessons learned from this intensive
phase of international cooperation on sanctions are retained and applied in
other contexts, including where there may not be the same level of unity
among Western countries. To achieve that, we see value in a regular working
arrangement between the UK and the EU on sanctions policy, covering other
regimes as well as Russia and Belarus. There are different ways in which this
could be achieved. It need not be an elaborate mechanism and could build
on the working practices established over the past two years. One option,
which we have recommended previously, would be for the Government to
seek to agree a memorandum of understanding with the EU on sanctions
cooperation. (Paragraph 105)

Although the Cold War-era Coordinating Committee for Multilateral
Export Controls cannot simply be replicated in current circumstances, it
established a precedent for an efficient and effective cooperation mechanism
that operated successfully for almost 45 years. We ask the Government to set
out its view in response to this report on how best to achieve the objective
of sustaining cooperation between the UK, EU, US and other like-minded
democracies in implementation and enforcement of sanctions regimes in
future. (Paragraph 106)

The UK-EU defence relationship

We welcome the leadership shown by the United Kingdom as the second
largest supplier of military support for Ukraine, after the United States, and
the encouragement this has provided to other European countries to supply.
The Government should continue to work with its European partners and
allies in providing military aid to Ukraine for as long as it takes to reverse
Russian aggression. (Paragraph 125)

Cooperation between the UK, the EU, the US and other international
partners, including European members of NATO, on military support
for Ukraine has been more effective than previous experience would have
suggested. We are however concerned about the challenges of sustaining
current levels of support in the medium and longer term, given its ad hoc
nature so far. It is of utmost importance that the Government works with its
allies to ensure continued supply of sufficient military support for Ukraine.
Close UK-EU cooperation would be of particular importance in the case of
a change of policy by a future US administration. (Paragraph 126)

We are concerned at the delay of over a year to the UK’ proposed
participation in the PESCO Muilitary Mobility project, which we previously
identified as representative of a more pragmatic approach towards defence
cooperation with the EU. We ask the Government, in its response to this



78

20.

21.

22.

23.

24.

25.

EUROPEAN AFFAIRS COMMITTEE

report, to provide an explanation for the delay and the steps being taken to
overcome it. (Paragraph 140)

In line with previous conclusions by this Committee, we recommend that
the UK should consider seeking third-country participation in additional
PESCO projects, including capability development projects, where this
would be in the UK’s interests. Russia’s invasion of Ukraine has inevitably
increased the EU’s ambitions for PESCO which, in turn, will have had an
impact on the factors that the Government weighs when considering UK
participation. We therefore ask the Government to provide us with its latest
evaluation of the many PESCO projects currently envisaged by the EU and
whether it considers participation in any of them to be in the UK’s interests.
(Paragraph 141)

Given that the EU’s intention seems to be to expand the use of the European
Defence Fund for defence procurement, it is a matter of regret that the
current rules are a major obstacle to third-country participation, even when
UK-EU strategic objectives are so closely aligned. Protectionism is not the
way to build an efficient defence industry. (Paragraph 159)

While we welcome bilateral and minilateral defence initiatives involving the

UK and European partners, such as the Global Combat Air Programme,
in our view the Government should also reinforce its efforts to engage with
procurement projects linked to the European Defence Fund. We urge the
Government to press the case with the EU for changes to third-party rules
that would facilitate greater UK engagement. We ask the Government to
provide us with an update on the steps that it has taken to address this issue
in its response to this report. (Paragraph 160)

We welcome the UK’s ongoing collaboration on defence matters with EU
Member States, individually and severally. Based on the evidence that we
have considered we believe that, on balance, there would be benefits to the
UK seeking to complement existing collaboration through an administrative
arrangement with the European Defence Agency, similar to those reached
between the EDA and other third countries such as Norway and the United
State of America. Such an agreement would not impede existing cooperation,
and would impose few obligations on the UK. But it could be a useful step
towards wider cooperation with the EU on defence, based on the principle of
reciprocity. (Paragraph 172)

NATO remains the leading organisation for defending Europe and setting
standards to facilitate military interoperability between European allies.
The UK should take advantage of its prominent role in NATO to take
the lead on a plan to give operational effect to the call in the EU-NATO
Joint Declaration for the “fullest involvement of non-EU NATO allies in
the strategic partnership between the EU and NATO?”. This plan could
potentially include proposing revisions to the terms on which NATO
members participate in EU-based defence initiatives. (Paragraph 181)

Reconstruction of Ukraine

The reconstruction of Ukraine will be a colossal undertaking, regardless
of the ultimate outcome of the conflict. Although Ukraine’s economy has
underlying strengths and considerable future potential, the extent of the
damage Russia’s full-scale invasion has inflicted on Ukraine means that a
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huge programme of international assistance will be required over an extended
period of time. (Paragraph 191)

Reconstruction cannot wait until the war has finished. Much of Ukraine is
in urgent need of international support for rebuilding. There is also potential
to promote investment into parts of Ukraine that have been less impacted by
the conflict. (Paragraph 192)

It is imperative that governments and international organisations, including
the UK and the EU, cooperate closely throughout the reconstruction process.
This will prevent duplication and ensure that all international partners are
working on the basis of a coherent programme that best meets Ukraine’s
needs. (Paragraph 193)

We welcome the UK’s close involvement in planning for reconstruction up
to this point, including hosting the successful Ukraine Recovery Conference
in London in June 2023. The URC should continue to be an annual
international event and we note that the next meeting will be in Berlin later
this year. We therefore look forward to considering, in its response to this
report, the Government’s ambitions and priorities for this event, including any
additional spending commitments in relation to reconstruction of Ukraine
and/or specific projects to which the UK is committed. (Paragraph 204)

The London-based European Bank for Reconstruction and Development
was set up to help Central and Eastern European countries from the former
Soviet bloc to restructure and reform. It has the required expertise and
experience necessary to support the reconstruction of Ukraine. It should be
given a prominent role. (Paragraph 205)

We welcome the establishment of the Multi-Donor Cooperation Platform
for Ukraine, and that the UK has seconded an official to this body. The
MDCP can be expected to perform a pivotal role as a forum for cooperation
among supporters of reconstruction in Ukraine, including the UK and the
EU. We urge the Government to remain closely involved in its work over the
coming years. We ask the Government to commit to updating the Committee
periodically on the work of the MDCP. (Paragraph 206)

The UK has a strong reputation in Ukraine with expertise to offer in several
sectors that will have an important role in reconstruction. The Government
should take full advantage of this and aim to perform a leading role, working
closely with the EU and other partners, in areas such as encouraging private
sector investment and engaging with the insurance industry. (Paragraph 213)

The UK has been a strong and reliable supporter of Ukraine throughout
the conflict. It is essential that the Government continues to prioritise
support for Ukraine in the future, including after the fighting has ended.
The Government should also continue to use all mechanisms available to
it to encourage allies, including the EU and EU Member States, to remain
focused on support for Ukraine. (Paragraph 214)

Reconstruction will be closely linked to Ukraine’s candidacy for EU
membership. The drive to meet the criteria for EU membership is likely to
serve as a lever for reforms to Ukraine’s economy and public institutions.
(Paragraph 221)

The Government should therefore work closely with the EU and Ukraine
to ensure that assistance provided to Kyiv serves the shared objective of
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bringing Ukraine into western institutions. This should include providing
support for Ukraine in implementation of the reforms needed to meet EU
accession criteria. (Paragraph 222)

The Government should take a leading role with the EU and other
international partners to support Ukraine in its efforts to tackle corruption
and strengthen its public institutions. Effective action in this area will be vital
to creating an environment in which both public and private sector donors
have confidence to invest in Ukraine and provide support for reconstruction.
(Paragraph 231)

Close coordination between the UK, EU and other allies on reconstruction,
as we have recommended elsewhere in this Chapter, will contribute to
minimising the risk that reconstruction funds are lost to corruption.
(Paragraph 232)

Recent post-war reconstruction efforts in Europe, notably in the Western
Balkans, have a mixed record in terms of achieving their longer-term
objectives. The UK, the EU and other participants in the reconstruction of
Ukraine should reflect on what lessons can be learned from this experience,
including the effectiveness of mechanisms intended to incentivise reforms.
We ask the Government to provide us with its assessment of lessons that can
be learned from previous experience in supporting post-war reconstruction
and how these can be applied to Ukraine in response to this report.
(Paragraph 238)

The UK has an important role to play in providing the naval support to
Ukraine necessary to facilitate trade through the Black Sea corridor.
The Government should continue to prioritise this as it will be essential
to facilitating Ukraine’s economic recovery in the short-to-medium term.
(Paragraph 247)

Reconstruction cannot be successful in the long-term unless investors feel
confident about Ukraine’s long-term security. We therefore welcome the
UK-Ukraine Agreement on Security Co-operation that was concluded in
January 2024. Security guarantees will be most credible if they are provided
by NATO. The Government should set out in its response to this Report its
policy on providing interim security guarantees for Ukraine. (Paragraph 248)

Long-term implications for the UK-EU foreign policy and security
relationship

In response to the immediate threat to its security posed by the Russian
invasion of Ukraine, the EU has made a concerted effort to take on a more
“geopolitical” role, as envisaged in the Strategic Compass published in 2022.
(Paragraph 263)

It remains to be seen whether these developments represent a durable change
in the EU’s geopolitical role. For example, the EU has not achieved a clear
and united response to the conflict in Israel, Gaza and the wider Middle
East, reflecting greater divisions between EU Member States than was the
case in response to the Russian invasion of Ukraine. (Paragraph 264)

Given the EU’s size and its geographical proximity to the UK, any change
in the EU’s approach to foreign and security policy will be bound to have
implications for UK national security. The Government should therefore
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continue to monitor closely the evolution of the EU’s external policies when
considering British foreign and security policy. (Paragraph 265)

The respective approaches of the UK and EU to long-term strategic
challenges such as relations with China and developing the European pillar
of NATO are broadly similar. We consider that there would be considerable
mutual benefits to enhancing cooperation between the UK and EU on such
issues. (Paragraph 266)

The EU’s strategic autonomy agenda is focused increasingly on economic
security and resilience since the Russian invasion of Ukraine. The
Government should monitor developments in EU policy in these areas
closely and consider what contribution the UK might be able to make to
strengthening the resilience of Europe as a whole. (Paragraph 276)

Any future reduction in US support for Ukraine, and for wider European
security, has the potential to leave Europe badly exposed. The EU, EU
Member States and other European partners, including the UK, should
ensure that they are prepared for a scenario in which they may need to take
on a greater share of the burden, despite all the difficulties. (Paragraph 277)

The UK is no longer a member of the EU and will have no direct influence
on the next round of EU enlargement. But the EU’s overall objective in
pursuing enlargement (greater stability and security in Europe) is clearly
in the UK’s national interest as well. There is therefore a strong case for
using the UK’s experience and expertise in reform and capacity building to
support candidate countries during the enlargement process. In Ukraine,
that would fit naturally with the UK’s contribution to reconstruction and
tackling corruption. (Paragraph 291)

Potential enlargement has prompted a renewed debate about institutional
reform within the EU. Should such reform happen, it could present both
opportunities and risks for UK-EU cooperation. The Government should
monitor any developments closely and report to Parliament on their
implications for UK-EU relations. (Paragraph 292)

We welcome the Foreign Secretary’s confirmation to us that the current ad
hoc arrangements for cooperation with the EU on Ukraine have worked well.
This reinforces the evidence we heard that the Russian invasion of Ukraine
has created a new context for UK-EU engagement on foreign and security
policy that was absent when the Trade and Cooperation Agreement was
negotiated. (Paragraph 301)

The nature and scope of the five-year review of the TCA remains unclear.
Nevertheless, given the change in context, the Government and the EU
should consider which of the informal arrangements (operating outside the
structures of the TCA) established to facilitate the UK and EU’s response
to the Russian invasion of Ukraine have been of particular benefit to both
parties and merit being made permanent. (Paragraph 302)

While acknowledging the Foreign Secretary’s point that flexibility can
sometimes be an advantage in responding to specific situations, we continue
to believe that there would be considerable value in more structured
arrangements for forward-looking cooperation between the UK and the
EU in relation to longer-term challenges such as policy towards China.
This would build on the successful experience of reactive cooperation with
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the EU since the Russian invasion of Ukraine, and it would complement
relations with individual Member States and groups of them. To facilitate
this, the Government should approach the EU with a view to establishing
more regular, forward-looking formats for cooperation on major foreign and
security policy issues. (Paragraph 303)
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APPENDIX 3: CALL FOR EVIDENCE

The House of Lords European Affairs Committee, chaired by Lord Ricketts, has
launched an inquiry into the implications for the UK of the EU’s foreign and
security policy response to the Russian invasion of Ukraine. The inquiry will look
beyond immediate crisis management towards the handling of longer-term issues.
Its starting point is that the outbreak of a major conflict on the European continent
in February 2022 has led to developments in the EU’s approach to external affairs
which are likely to have important consequences for the UK-EU relationship in
the future.

The inquiry will focus, in particular, on the following themes:
. The EU’s overall foreign and security policy response.

. UK-EU cooperation on sanctions, including enforcement and
effectiveness.

. The EU’s developing defence policy and approach to resilience.
. Future reconstruction of Ukraine.

. The EU’s wider positioning on foreign policy and future priorities, in
particular the prospect of future EU enlargement.

The Committee invites interested individuals and organisations to submit written
evidence to this inquiry by 10 November 2023. Public evidence sessions are
expected to take place between September and November, and the Committee
aims to report to the House by January 2024.

Background

On 24 February 2022, Russia invaded Ukraine. The EU and individual EU
Member States, as well as the UK and other partners, immediately condemned
the invasion and have since been providing support to Ukraine in a variety of ways.
This has included delivery of military equipment and training of the Ukrainian
armed forces, as well as economic and humanitarian support.

The EU has cooperated with other partners, including the UK, US and other
members of the 37, on the imposition of sanctions against Russia, Belarus and
individuals from those countries. Although UK-EU coordination on the imposition
of sanctions has largely been viewed as a success, witnesses to the Committee’s
previous inquiry into the future UK-EU relationship raised concerns about the
effectiveness of the sanctions and of the enforcement regime.

Developments since the Russian invasion have prompted the EU to re-evaluate
its defence policy and approach to resilience. In March 2022 the EU adopted
its first equivalent of a national security strategy, the Strategic Compass. In the
foreword to this document the EU High Representative for Foreign Affairs and
Security Policy, Josep Borrell, wrote that the EU must “ensure that we turn the
EU’s geopolitical awakening into a more permanent strategic posture”.

The context of the Ukraine conflict has also led to intensified cooperation between
the EU and NATO. The communiqué issued following the NATO Heads of
State and Government summit in July 2023 referred to the EU as a “unique and
essential partner for NATO”. This also stated that for “the strategic partnership
between NATO and the EU, non-EU Allies’ fullest involvement in EU defence
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efforts is essential” and looked forward to “mutual steps, representing tangible
progress, in this area to support a strengthened strategic partnership”.

The EU and the UK can both be expected to be major contributors to the post-
war reconstruction of Ukraine. This is likely to involve considerable financial
support over an extended period of time. During her keynote address at the
Ukraine Recovery Conference, held in London on 21 June 2023 the President of
the European Commission, Ursula von der Leyen, said that the EU had a “special
responsibility” given Ukraine’s aspirations to join the EU. At this event the Prime
Minister announced a new commitment to support Ukraine’s economy with loan
guarantees worth £3 billion for the next three years.

The Russian invasion of Ukraine may also have implications for the EU’s wider
positioning on foreign policy and future priorities. Experts have identified a
more “geopolitical” EU that is more assertive in its role as a foreign policy and
security actor than was historically the case. This is also the case for individual
EU Member States. One example is the publication of Germany’s first National
Security Strategy in June 2023. There has been renewed debate within the EU
about its ability to act autonomously, often referred to as ‘strategic autonomy’.

Since 2022 the EU has also taken a more proactive approach to integrating
countries of the Eastern Partnership, in particular Moldova but also Georgia. Any
future enlargement may have long-term implications for the EU’s priorities and
internal organisation which will be relevant to the UK’s national security interests.

The UK-EU Trade and Cooperation Agreement does not cover external affairs.
The Committee has previously concluded that there would be “considerable
mutual benefit” to “some structured arrangements for ongoing interaction and
cooperation” on foreign, defence and security policy. This inquiry will enable the
Committee to return to this issue in greater detail in the context of the EU’s
evolving approach to its future role in the world.

Questions

1.  How would you assess the EU’s overall foreign and security policy response
to the Russian invasion of Ukraine?

(@ To what extent does the EU’s response represent a departure from its
previous approach to foreign and security policy? Is this likely to be a
durable shift?

(b) How would you assess the overall state of cooperation between the
EU, UK and other partners in relation to Ukraine? Is there a need for
cooperation between the EU and the UK to be increased further? If so,
in what way?

(© What implications, if any, does the EU’s response to the Russian
invasion of Ukraine have for the UK-EU relationship in foreign,
defence and security policy?

2.  How would you assess coordination and cooperation between the EU, the
UK and other partners on the imposition, implementation and enforcement
of sanctions against Russia, Belarus and individuals from those countries
since the Russian invasion of Ukraine?

(@ Witnesses to the Committee’s previous inquiry into the future UK-
EU relationship raised some concerns about the effectiveness and
enforcement of the sanctions that have been imposed. Do you agree
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with this? If so, how should this be addressed by the EU, UK, US and
other partners?

(b) Is there a need for greater coordination and cooperation between
the EU and the UK on sanctions? If so, in what ways should this be
developed?

(c) Are there any lessons to be learned for future coordination between the
EU and UK on sanctions policy in respect of other states?

What implications, if any, do developments in the EU’s defence policy and
approach to resilience since the Russian invasion of Ukraine have for the
UK?

(@ Is there a need for greater coordination and cooperation between the
EU and the UK on defence policy? If so, what sorts of cooperation
should be prioritised?

(b) What implications, if any, do EU initiatives to increase its weapons
production capacity have for UK defence procurement? Should the
UK engage with these initiatives? If so, in what ways?

(©0 The communiqué issued following the NATO Heads of State and
Government summit in July 2023 stated that for “the strategic
partnership between NATO and the EU, non-EU Allies’ fullest
involvement in EU defence efforts is essential” and looked forward to
“mutual steps, representing tangible progress, in this area to support a
strengthened strategic partnership”. As a non-EU Member of NATO
what steps, if any, should the UK take to give effect to this?

What do you anticipate as being the respective roles of the EU, the individual
EU Member States and the UK in the post-war reconstruction of Ukraine?

(@ To what extent should the EU, the individual EU Member States and
the UK coordinate their policies in relation to reconstruction? Will this
require new cooperation mechanisms to be developed?

(b) As a non-member of the EU, what approach should the UK take to
Ukraine’s candidacy for EU membership? What implications does this
have for the wider reconstruction process?

Some experts have identified a more “geopolitical” EU that is more assertive
in its role as a foreign policy and security actor following the Russian invasion
of Ukraine. Do you agree with this assessment? If so, what implications does
it have for the UK?

(@ In what specific ways has the Russian invasion of Ukraine changed the
EU’s wider approach to external affairs?

(b) What is your understanding of the concept of EU strategic autonomy
and how it has evolved since the Russian invasion of Ukraine? What
relevance does this have to the UK’s relationship with the EU?

(¢ What implications might possible future developments in the EU, for
instance enlargement to include current candidate countries in the
Western Balkans and Eastern Partnership, have for the EU’s approach
to external affairs? What impact would these developments have on
UK-EU relations?
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(d) How do you envisage the EU’s approach to foreign and security policy
developing in the longer-term, beyond the end of the current conflict?

The UK-EU Trade and Cooperation Agreement does not cover external
affairs. In light of developments since the Russian invasion of Ukraine, should
the UK and the EU develop more structured arrangements for cooperation
in these areas? If so, what form should these take?

(@ In your assessment, would the EU welcome developing its relations
with the UK in this area? If so, on what terms?

(b) Can the E3 format (UK, France and Germany), established during
negotiations relating to Iran, be extended to cover wider policy
coordination on foreign affairs and security? What impact does the
UK’s status outside of the EU have on its ability to participate in forums
of this sort?
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APPENDIX 4: GLOSSARY

ASAP
CKC
CoCom
CROC
CSDP
DBT
EBRD
EDA
EDF
EDIRPA

EEA
EPF
FCDO
GCAP
HMT
LSE
MDCP
OFSI
PESCO
POCA
PSC
RUSI
TCA
URC

Act in Support of Ammunition Production

Combatting Kleptocracy Cell

Coordinating Committee for Multilateral Export Controls
Crisis Response Operation Core

Common Security and Defence Policy

Department for Business and Trade

European Bank for Reconstruction and Development
European Defence Agency

European Defence Fund

European Defence Industrial Reinforcement through Common
Procurement Act

European Economic Area

European Peace Facility

Foreign, Commonwealth and Development Office
Global Combat Air Programme

HM Treasury

London School of Economics and Political Science
Multi-Agency Donor Coordination Platform for Ukraine
Office of Financial Sanctions Implementation
Permanent Structured Cooperation

Proceeds of Crime Act

Political and Security Committee

Royal United Services Institute

Trade and Cooperation Agreement

Ukraine Recovery Conference



	TitlePage
	Summary
	Chapter 1: Introduction
	Our inquiry
	This report


	Chapter 2: Cooperation on sanctions
	Coordination of sanctions policy
	The UK sanctions regime
	Differences between the UK, EU and US sanctions regimes
	Implementation and enforcement of sanctions
	Box 1: The future UK-EU relationship report. Recommendations on sanctions
	Implementation
	Enforcement

	Use of sanctioned assets for the reconstruction of Ukraine
	Off-ramp
	The sale of Chelsea FC and the case of Roman Abramovich

	The future of sanctions coordination
	Box 2: Coordinating Committee for Multilateral Export Controls


	Chapter 3: The UK-EU defence relationship
	Box 3: The future UK-EU relationship report. Recommendations on UK-EU defence cooperation
	Scale of military support to Ukraine
	Overall EU support

	Box 4: European Peace Facility
	A spectrum of support for Ukraine among EU Member States
	Support provided by the United Kingdom
	UK-EU coordination
	The challenge of sustainability of support

	The EU defence industrial ecosystem
	Box 5: EU defence initiatives
	Permanent Structured Cooperation (PESCO)
	European Defence Fund
	European Defence Agency

	The UK and EU-NATO cooperation


	Chapter 4: Reconstruction of Ukraine
	Existing initiatives
	Box 6: Ukraine Recovery Conference
	Box 7: Multi-Agency Donor Coordination Platform for Ukraine
	The UK’s contribution to reconstruction
	Reconstruction and Ukraine’s EU candidate status
	The challenge of corruption
	Lessons from the Western Balkans
	Security and reconstruction


	Chapter 5: Long-term implications for the UK-EU foreign policy and security relationship
	A more “geopolitical” EU?
	Box 8: The EU Strategic Compass for Security and Defence
	European strategic autonomy
	EU enlargement
	The future UK-EU foreign policy and security relationship


	Summary of conclusions and recommendations
	Appendix 1: List of Members and declarations of interest
	Appendix 2:  List of witnesses
	Appendix 3:  Call for evidence
	Appendix 4: Glossary

