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The EU’s Ukraine Watershed: Fast 
Forward to European Defence Union
Beyond the implications of the war in Ukraine for energy resources, migration, food security and 
value chains, it has led to major shifts in the EU’s security and defence orientation. These have 
been accompanied by developments at the member state level that suggest a gradual converging 
of strategic cultures, with industrial, institutional and operational implications for EU security.

The ideological debate on how to respond, fi rst to troop build-up and then full-blown invasion, 
boiled down to a clash between realists and liberals. The former have argued that it is inevitable 
that great power blocs be accorded spheres of infl uence in which grey zone buff er areas help 
safeguard the national security and economic interests of great powers (e.g. Russia) and the ex-
pansion into those areas (e.g. NATO enlargement) is just cause for an array of responses includ-
ing armed aggression. This position, however, downgrades the opinion and actions of Ukrainians 
to secondary importance, arguing that war in Ukraine is fi rst and foremost about pan-European 
security. Diplomatic channels were thoroughly explored in the run-up to Putin’s senseless aggres-
sion, especially by those member states with strong economic ties to Russia, a high degree of 
energy dependence and/or large pro-Russian constituencies; these failed, however, to prevent a 
full-blown invasion. Unable to justify active intervention by the West for fear of nuclear escalation, 
realists recommended a policy of restraint, backtracking suggestions that Ukraine join NATO and 
negotiating limited agreements on issues such as arms control.

Since Russia’s decision to up the ante with its so-called special military operation, realists have 
framed (re)actions by the EU and its member states beyond diplomatic eff orts to change Russia’s 
calculus as active engagement in a proxy war and strategically short-sighted. As their argument 
goes, the EU continues to face threats from Russia such as nuclear proliferation, disinformation 
and weaponised migration, and should not poke the proverbial bear. The EU will also have to 
manage relations with Russia long after the (literal) dust settles in Ukraine. As a result, their policy 
prescription is a negotiated settlement between Ukraine and Russia that might include armed 
neutrality and a return to pre-24 February frontlines along with EU/NATO/US negotiations that may 
explore new formats of pan-European security. In short, realists believe that the West should off er 
(conditional) off -ramps to Russia.

On the other hand, liberals ascribe Putin’s motives to a fear that Ukrainians will continue along 
their path towards being a full-fl edged liberal democracy and will deepen their political, security, 
and socioeconomic integration with the like-minded EU and US. The consolidation of freedom, 
the rule of law, and democracy on Russia’s borders challenges the stability of Putin’s regime. In-
deed, Putin’s declarations prior to invasion regarding the de-militarisation and “de-Nazifi cation” of 
Ukraine and subsequent full-blown invasion confi rm a much broader values-based motive: laying 
authoritarian and imperialistic claim once more to what he considers to be an integral part of Rus-
sian territory. Contrary to realists, liberals hold a strong conviction that Ukraine, and indeed EU 
member states along the eastern fl ank, maintain a degree of agency independent of powers such 
as Russia, the US, France and Germany. However, besides a concerted diplomatic eff ort led by 
the US to rally allies and signal to Putin that the West would be united in its response, liberals had 
few policy recommendations in the run-up to war. Troop numbers of NATO countries bordering 
Russia were bolstered, but this did not enhance Ukraine’s bargaining power to avoid large-scale 
loss of life. While Putin paid diplomatic lip service to the West, this only served to buy time and 
continue military build-up on Ukraine’s borders. Russia’s course of action had already been set: 

© The Author(s) 2022. Open Access: This article is distributed under the terms of the Creative Commons Attribu-
tion 4.0 International License (https://creativecommons.org/licenses/by/4.0/).
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Putin could only react to such a values-based threat through the so-called de-Nazifying use of 
force to (partially) occupy Ukraine or install a puppet government.

Believing that internal pressures – both grassroots and elite – generated by economic depravity 
and the internal spread of counter-narratives may force Russia to halt its senseless war, the West 
has agreed upon economic sanctions on Russia. Agreeing with realists that actively intervening – 
in defence of common values – would signifi cantly raise the possibility of nuclear confl ict, most 
liberals have nonetheless been vocal about supporting Ukraine by any other means necessary.

War in Ukraine has led to widespread strategic reorientation in defence of common values and 
interests within the EU – and a largely liberal framing and response to Russia’s full-blown invasion. 
In terms of military assistance, EU member states have provided lethal equipment to the tune of 
€2 billion via the EU’s European Peace Facility for the very fi rst time. In line with a fl ourishing “Team 
Europe” logic, EU member states have also sold, leased and/or provided arms on a bilateral basis 
with the purpose of strengthening Ukraine’s relative positioning vis-à-vis Russia in the current war. 
Most EU member states have contributed in some way to the delivery of anti-aircraft systems, 
grenade-launchers, machine guns and ammunition.

Beyond this immediate assistance to Ukraine, Putin’s war has also had signifi cant institutional ef-
fects. Denmark will hold a referendum on 1 June 2022 on its opt-out from the EU’s Common Secu-
rity and Defence Policy. Although latest polls tell the story of an undecided Denmark, the change in 
strategic orientation is signifi cant. Furthermore, Finland and Sweden applied for NATO accession 
with the aim of reinforcing Europe’s immediate deterrence posture. Despite Turkish objections, 
they will be welcomed into the Alliance – positive both in terms of EU-NATO integration as well as 
enhancing Europe’s ability to reinforce the Baltics and project into the Arctic.

On the industrial and capabilities development side, EU member states have committed to sig-
nifi cant increases in their military expenditures in order to replenish and enhance their capabili-
ties, reduce their vulnerabilities and better protect their soldiers. Germany, Denmark and Sweden 
have decided to meet their EU-NATO Wales Summit-enshrined goal of spending 2% of GDP on 
defence in the medium to long term, with Romania, Lithuania and Poland set to exceed the 2% 
benchmark in the coming years. Parallel to this, EU member states have committed to spend bet-
ter together with a view towards improving interoperability. Further European Defence Technologi-
cal and Industrial Base integration would also be essential to leverage civilian-defence industrial 
synergies, create economies of scale, foster strategic culture convergence and build resilience.

The latest sign from EU institutions and member states that they are serious about greater secu-
rity and defence integration is the EU’s Strategic Compass for Security and Defence, a roadmap 
for greater cooperation and coordination in crisis management, resilience building, capabilities 
development and partnership consolidation. The threat assessment underpinning it highlights the 
Zeitenwende (watershed) represented by war in Ukraine for the EU, and lays out a series of pro-
posals to better place the EU as a security and defence actor. In a fi rst push to implement the 
Compass after its February 2020 duo of defence-related communications, the EU has broken ta-
boos with a proposal to coordinate joint arms procurement and investment. The proposal stretch-
es Treaty boundaries that prevent the EU from using its common budget for military expenditures. 
To get around this legal obstacle, the new programme will focus on investment with industrial 
ambition and could fi nance joint purchases using innovative fi nancial instruments.

The EU’s united liberal response is grounded in the values it shares with Ukraine and opposed 
to the realist premise that the world be divvied up into spheres of infl uence. Rather than cause 
divisions, Putin’s war has inspired even greater understanding within the EU that Europe is better 
together, especially in security and defence. It remains to be seen, however, how the fl urry of an-
nouncements, initiatives and actions will concretely translate into tangible industrial, institutional 
and operational progress in what has historically been the remit of national sovereignty.
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The Ripple Eff ects of the War in Ukraine
Although the world watched for months as Russian troops amassed on the Ukrainian border, 
there was still a collective disbelief at Russia’s audacious invasion of its sovereign neighbour. 
On 24 February, as Russian tanks went in, Ukrainian refugees fl owed out. In response, the 
European Union united in a way never seen before to implement sanctions against Russia, send 
weapons to Ukraine and accommodate the displaced. As the war continues with no feasible 
solution in sight, economists and policymakers are considering the ripple eff ects of the confl ict 
in numerous sectors: energy, food and agriculture, raw materials and technology, security and 
defence, migration, and the global world order. This Forum examines the impact of the war on 
the European economy and society, how to address the fall out in the hardest hit sectors and 
the deep-seated ramifi cations that will play out in the years and decades to come.
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Contrary to what Jean Monnet imagined, the European 
Union does not seem to become stronger and more inte-
grated “crisis after crisis”. Recent history attests to how 
symmetric shocks systematically translate into diver-
gence and polarisation, both between and within member 
states (Celi et al., 2018; Gräbner et al., 2020). This was the 
case of the fi nancial crisis of 2008, which highlighted the 
contradictions of the fi scal and monetary policy setting of 
the eurozone while the structural gap between the centre 
and the periphery continued to widen (Celi et al., 2019). 
The same goes for the COVID-19 pandemic (Ceron and 
Palermo, 2022). Where defl ationary policies and spending 
cuts have been more prevalent, such as in the southern 
periphery (Storm, 2019), death rates and socio-economic 
costs have skyrocketed (Prante et al., 2020). Likewise, the 
renunciation of industrial policy in the name of export-
driven competitiveness has contributed to undermining 
the EU’s production capacity for a number of essential 
products, starting with vaccines (Celi et al., 2020). This is 
evident in a growing dependence on the United States, 
China and, more generally, on multinationals leading key 
technology domains (e.g. big pharma, big tech).

The Russia-Ukraine war is no exception. The channels 
through which it will infl uence the economy are many 

(Pisani-Ferry, 2022; Astrov et al., 2022). First, there is an 
exponential growth of uncertainty, which negatively aff ects 
consumption and investment, with depressive eff ects on 
GDP and employment: the longer the war lasts, the greater 
and more persistent its eff ects will be. Second, sanctions 
against Russia are fueling tensions over energy and com-
modity prices. Rising energy costs will cause companies to 
reduce production, postpone investment and reduce em-
ployment. Likewise, infl ation can diminish the purchasing 
power of households, particularly those at the bottom of 
income distribution, further depressing aggregate demand 
and GDP. Adding to the bottlenecks caused by COVID-19 
(Baldwin and Freeman, 2021), the war is further destabi-
lising global value chains (GVCs), with the shortage of key 
intermediate inputs that increase production costs and 
put entire industries at risk. In the medium term, this could 
accelerate a process of deglobalisation (Dadush, 2022) – 
reshoring or “friendshoring” – which could lead to a “de-
coupling of the global trading system into two blocs – a 
US-centric and a China-centric bloc” (Bekkers and Góes, 
2022). If this is the plausible scenario, sustaining incomes, 
strengthening internal markets, and recovering techno-
logical and productive sovereignty are considered the fore-
most political priorities.

What are the expected consequences for the 

European economy?

European countries are aff ected diff erently by the war but 
in ways that transcend the traditional core-periphery divi-
sion. So far, the German manufacturing core (GMC, made 
up of Germany and the Visegrád countries) stands out as 
the most resilient part of the EU economy in the face of 
a crisis (Celi et al., 2018). This time, the degree of eco-
nomic vulnerability associated with the weight of energy-
intensive manufacturing in the economy, dependence on 
energy production and diversifi cation of supply determine 
the costs in terms of infl ation and growth. In this respect, 
the GMC and Italy – the southern periphery’s major econ-
omy – share a signifi cant degree of vulnerability: A large 
share of energy-intensive manufacturing and a strong 
import dependency on Russian energy reduce the room 
for adjustment and make the risk of a prolonged reces-
sion greater. Diversifi cation of energy sources and com-
position, in particular renewables, will only work in the me-
dium term. Equally serious is dependence on Russian and 
Ukrainian key raw materials and intermediate goods (e.g. 
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Figure 1
Employment in high and medium-high energy-

intensive sectors in Europe, 2019

% of total employment

Notes: To defi ne energy-intensive industries, we rely on the Eurostat en-
ergy balances ranking sectors according to the ratio between the amount 
of energy used in that sector and total fi nal energy consumption. We 
classifi ed industries with an above-the-median ratio as energy-intensive. 
Once we identifi ed the set of energy-intensive industries (chemical and 
petrochemical; iron, steel and non-ferrous metals; non-metallic minerals; 
paper, pulp and printing; food, beverages and tobacco; machinery), we 
computed their relative employment share for each EU member state. 
The taxonomy fi ts all EU member states with the exception of the Baltic 
countries, where the “wood and wood products” sector has the highest 
energy intensity.

Source: Authors’ elaboration on Eurostat data.

iron, cereals, fertilisers): The risks of bottlenecks and supply 
restrictions feed sector-specifi c infl ationary shocks, which 
are easily transmitted to the whole economy. Key German 
industries, such as the automotive industry, are particularly 
vulnerable to the disruption of specifi c supply chains.1

But why did the GMC and Italy develop such a strong 
dependence on fossil fuels and, in particular, on Rus-
sian gas? A possible explanation can be found in the 
model of growth and the long-term evolution of these 
economies. First, Germany’s mercantilist strategy, which 
aimed at promoting exports to the detriment of domes-
tic demand (both consumption and investment), required 
minimising costs in order to maximise export competi-
tiveness. Cheap Russian gas was an important element 
of this strategy, as was the relocation of German industry 
to the East. For the GMC, strengthening its links with the 
Russian economy, both in terms of energy supply and in 
terms of creating a market for its exports, represented an 
obvious strategic development. Economic interests, as 
well as the illusion behind the doux commerce doctrine, 
may explain the lack of diversifi cation eff orts as ties to the 
Russian energy sector grew stronger. Similar arguments 
hold true for Italy: its historical ties with the Russian ener-
gy sector (e.g. relations between the Italian state-owned 
oil company Eni and its Russian counterpart Gazprom 
have strengthened since the 1990s)2 and the importance 
of Russia as an exporting market for Italian products, 
both capital and fi nal goods.

Are we therefore overcoming the core-periphery division? 
Not exactly. The relative initial vulnerability of member 
states matters as much as their position within European 
(and global) production and trade networks. As Landes-
mann (2020) noted, periphery countries are more vulnera-
ble in many ways, and the war may increase the structural 
divide. Their higher share of low-wage precarious workers 
(for a detailed analysis, see Eurofound, 2021), their weaker 
welfare systems and their smaller fi scal space3 are bound 
to increase the social costs of the crisis. Furthermore, the 
periphery has a higher share of micro and small enterpris-
es (in Italy, fi rms with less than ten employees account for 

1 Interruption of cable production in Ukraine has prompted Volkswagen 
and other car producers to stop production at some plants (Campbell 
and Miller, 2022).

2 The collaborations between the Italian energy giant and its Russian 
counterpart have never stopped. Among the most important is the 
1,200-kilometre Blue Stream pipeline, which connects Russia and 
Turkey, crossing the Black Sea. Since 1999, Eni and Gazprom have 
shared ownership of the off shore section of the pipe, through the Blue 
Stream Pipeline Company B.V., registered in the Netherlands.

3 This is particularly true for Greece and Italy, where the public debt 
grew exponentially as a consequence of austerity fi rst, and then the 
COVID-19 crisis. According to Eurostat data, in 2020 the debt-to-GDP 
ratio in the southern periphery – Greece, Italy, Spain and Portugal – 
reached an average of 150% against 90% in the EU27.

about 95% of the total). These enterprises, characterised 
by low capitalisation and limited organisational capabili-
ties, have poor resilience to crises. Their fragility calls for 
more extensive government support. A perspective that 
becomes even more gloomy in the case of a return to fi s-
cal austerity, monetary restraint and a “wartime industrial 
policy”, that is, more weapons and less welfare.

In what follows, we assess the economic implications 
of the Russia-Ukraine war focusing on member states’ 
relative vulnerability. Relying on a heterogeneous set of 
data sources, key channels are considered: employment 
share of energy-intensive industries; import dependency 
with respect to energy goods (oil, coal and gas), key raw 
materials and intermediate goods; and production link-

11.1-16
9.1-11
7.1-9
5-7
No data
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ing the diff erent importance of the manufacturing industry 
in the economy: Germany, Austria, Italy and a large part 
of the eastern periphery on the one side; and Belgium, 
France, Spain, and the Netherlands on the other.

Europe’s dependence on Russian fossil fuels

The share of energy-intensive industries is only one of the 
factors that can potentially aff ect the relative vulnerability 
of member states. Equally important is the dependence 
on the import of energy goods. Under current condi-
tions, this is especially true if imports come from Russia. 
Over the past decade (except in 2020, when COVID-19 hit 
demand and imports), the dependence of the EU27 has 
grown across the spectrum of fossil fuels: natural gas, oil 
and petroleum products and solid fuels (see Figure 2, left-
hand panel). The same goes for dependence on Russia 
(Figure 2, right-hand panel). In 2019, over 96% of EU27 
oil needs, nearly 90% of natural gas and over 43% of sol-
id fuels were met by net imports, with the largest share 
coming from Russia (35% of oil, 40% of natural gas and 
20% of solid fuels consumed in EU27).4 The decline in the 
share of oil since 2016 was more than off set by the in-
crease in gas and solid fuels.

However, the aggregate fi gures conceal important het-
erogeneities between countries. Figure 3 delves into this 
heterogeneity based on Eurostat’s import dependency 

4 The highest share of natural gas imports (in total EU imports) comes 
from Russia (38%), followed by Norway (15%) and Algeria (7%). Rus-
sia is also the largest exporter of solid fossil fuels to the EU27, with 
41% of total imports, followed by the US with 16% and Australia with 
12%. Russia is equally important in oil, with a share of 23% of the EU’s 
imports, followed by Saudi Arabia (6%) and the US (5%).

Figure 2
EU27 dependency on energy imports

Note: The left-hand panel shows the share of the EU27’s energy net imports in gross available energy, while the right-hand panel exhibits the share of 
EU27 net imports from Russia in gross available energy.

Source: Authors’ elaboration on Eurostat Energy data.
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ages. After mapping the (asymmetric) vulnerability of the 
European economies, we conclude by discussing the 
potential risks of adopting a wartime agenda for the EU 
economic policy.

Assessing the asymmetric impact of the 

Russia-Ukraine war

Two distinct but related aspects matter for the assess-
ment of vulnerability to war: the EU’s dependence on im-
ports from Russia and Ukraine and the diff erential impact 
on individual countries. The latter refers to the relative im-
portance of the most energy-intensive sectors in terms of 
employment and value added.

Employment in energy-intensive industries

To assess the relative vulnerability of EU economies to 
energy shocks, we computed the relative weight of ener-
gy-intensive industries for each EU country and the share 
of workers employed in them (Figure 1). Member states 
that, other things being equal, show a relatively high share 
of employment in energy-intensive industries tend to be 
more exposed to the risk of unemployment and reces-
sion. While the highest shares are found in Czechia and 
Slovenia, at 15.7% and 13.7% respectively, employment 
in energy-intensive industries also represents over 11.5% 
of total employment in Germany (equal to 5.3 million 
workers) and 9.5% in Italy (2.3 million workers). A similar 
picture emerges if we look at the share of value added 
generated by such an industry cluster. As anticipated, a 
strong (and new, compared to previous crises) industry-
related divide seems to emerge in Europe, partly refl ect-
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indicator. A clear East-West divide appears to be emerg-
ing. Particularly strong when it comes to gas and oil: 
Hungary, Czechia and Slovakia obtain virtually all of their 
natural gas imports from Russia, followed by Finland, Es-
tonia and Latvia, accounting for more than 80% of their 
natural gas needs. Germany and Italy rely heavily on natu-
ral gas and, though belonging to the second quartile of 
the dependency indicator, they are the biggest importers 
of Russian gas in volume terms. As for solid fuels, Poland 
and Germany emerge as more autonomous, partly due to 
their domestic production.

This preliminary evidence gives an idea of the signifi -
cant, albeit asymmetrical, costs that EU economies will 
have to bear if the crisis lasts or worsens (e.g. a full Rus-
sian gas embargo). These costs would be much higher, 
as many scholars have pointed out (see, among others, 
Pisani-Ferry, 2022), for countries that are more depend-
ent on Russian natural gas, such as Germany and Italy.5 
It also shows how the “new divide” emerging in Europe 
appears to be strongly associated with a country’s in-

5 In fact, although diversifi cation is somewhat more feasible in the case 
of oil and solid fuels, it will undoubtedly be far more challenging in the 
case of gas.

dustrial specialisation (i.e. relative size of manufacturing, 
heavy and energy-intensive industries) as well as the ex-
tent of its ties to Russia. The only way to reduce vulner-
ability is to diminish dependence on fossil fuels and di-
versify sources. Here too, however, a relevant asymmetry 
can be observed. Although dependence can be reduced 
by increasing the use of renewable energy, we observe 
that the most dependent and therefore most vulnerable 
countries also tend to rank low in terms of the share of en-
ergy consumption from renewable sources in gross fi nal 
energy (see Figure 4).

Industrial specialisation, geographical proximity and 
historical ties with a gas-rich country such as Russia 
may explain the poor performance of Eastern European 
countries in terms of renewables. For countries such 
as Germany and Italy, in turn, the need to promote an 
export-oriented, energy-intensive manufacturing sec-
tor could have played a signifi cant role. In the short run, 
the energy crisis could put the brakes on environment-
friendly policies; however, a positive and unintended 
consequence of these tragic events could be the accel-
eration of the green transition, with an EU-wide indus-
trial policy more focused on addressing current energy 
vulnerabilities.

Figure 3
EU member states’ dependency on energy imports from Russia, 2019

Index

Notes: The energy import dependency rate for each country is defi ned as the share of net energy imports (imports minus exports) in total available energy – 
separately for natural gas, oil and petroleum products, and solid fossil fuels. We standardise indicators on a scale of 0 to 1, where zero stands for the lowest 
position in the ranking and 1 for the highest. The distribution of the indicator is then divided into quartiles to compare the relative position of member states.

Source: Authors’ elaboration on Eurostat data.
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Exposure to disruptions in GVCs

The war is going to further disrupt value chains. To assess 
the vulnerability of Europe (and individual member states), 

we look at the interdependence between Russia and the 
EU as measured by OECD’s GVC backward and forward 
participation indicators (Figure 5a).6 While forward par-
ticipation remains fairly stable over the observed period 
(averaging around 0.5%), the level of backward participa-
tion has nearly tripled: from 0.5% in 1995 to 1.4% in 2018 
(though declining after 2011). In other words, 1.4% of the 
EU27 gross exports in 2018 relied on value added pro-
duced in Russia.

Once again, European countries diff er in their degree of in-
teraction with the Russian economy (Figure 5b). Bulgaria, 
Greece, Finland, Slovakia, Latvia and Lithuania stand out 
with the highest level of backward participation, with val-
ues exceeding 4% of exports. Over the period 1995-2018, 
most countries are above or near the pink line (zero rate of 
change), suggesting that backward linkages with Russia in-
creased or remained stable, with only the Baltic countries 
and Slovakia recording a decrease, albeit from a high value. 
Thus, the costs of a permanent disruption of Russian-relat-
ed supply chains would spread rather unevenly.

6 The backward participation indicator is defi ned as the percentage 
share of value added produced in country j (Russia, in our case) em-
bodied in gross exports of country i (the EU and its member states, in 
our case) over total gross exports of country i. Basically, the backward 
participation indicator measures the relative importance of country j’s 
productions for country i’s exports. In turn, the forward participation 
indicator is the share of country i’s (the EU and its member states) 
domestic value added embodied in j’s (Russia) gross exports over its 
total gross exports. This measures the importance of i’s productions 
for j’s fi nal exports.

Figure 4
Natural gas import dependency and share of 

renewables in EU member states, 2019

Notes: The indicator of the import dependency rate on Russian natural gas 
has been standardised to a common scale within the range from 0 to 1. 
Instead, the renewables share stands for the share of energy consumption 
from renewable sources in gross fi nal energy.

Source: Authors’ elaboration on Eurostat data.
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the period 1995-2018. The highlighted countries recorded a decrease.

Source: Authors’ elaboration on OECD-TIVA.
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Aggregate fi gures can hide sector-specifi c bottlenecks. 
Even a low aggregate degree of interdependence will not 
shield from major disruption if there is a strong depend-
ence on imports of specifi c (strategic) goods. For example, 
despite Germany’s relatively low backward participation 
indicator with Russia (Figure 5b), the German automotive 
sector is particularly vulnerable to the disruption of specif-
ic goods, such as palladium (used in catalytic converters) 
and nickel ore (used in lithium-ion car batteries).7

Although  in 2019 Russian exports accounted for only 
2.3% of total world exports, fi gures were much higher 
for some specifi c non-energy, key commodities: fertilis-
ers accounted for 14.3% of global exports, nickel and ar-
ticles thereof 11.3%, and cereals 7.2%. These three com-
modities, which play an important role for agricultural and 
industrial production, weigh diff erently in EU countries’ 
imports (Figure 6), and their shortage could cause domino 
eff ects. In the case of nickel, for example, an input cru-
cial for the production of batteries for electric vehicles, the 
highest share is recorded in Germany and its manufactur-
ing core, as well as in Spain and the Baltics – countries 
where the car industry plays a signifi cant role. Enduring 
shortages may cause interruptions in car production in the 
short run, and slow down the green transition in the medi-
um term. Fertilisers and cereals are crucial for agriculture, 

7 Similar problems concern imports of cables produced in Ukraine 
(Simchi-Levi and Haren, 2022).

with fallout eff ects in other sectors, such as cattle breed-
ing and the food industry.

Cross-country interdependence should also not be un-
derestimated, as disruptions taking place in a specifi c 
country may be rapidly transmitted to other economies, 
especially if some countries operate as brokers (i.e. play 
the role of intermediaries in the trade of specifi c goods) or 
process and export strategic intermediate goods. Similar 
to the increase in energy prices, higher prices of cereals 
and fertilisers passed on to food can aff ect people at the 
bottom of the income distribution (Mitchell et al., 2022), in 
addition to being deleterious for lower-income countries, 
which depend on these products for survival. These nega-
tive outcomes may be reinforced if the impact of war and 
sanctions cause a long stagfl ation.

What impact on the EU’s economic policy?

Russia’s invasion of Ukraine, and the consequent sanc-
tions, have unleashed supply and demand shocks, slash-
ing growth, fueling infl ation and raising new challenges for 
the EU’s fi scal and monetary policy. The member countries 
more dependent on fossil fuels are going to suff er more – 
which explains their opposition to including oil and gas in 
sanctions. These economies are the EUs’ “manufacturing 
heart”, therefore their hardships will be inevitably passed 
on, in varying degrees, to the whole Union. The fi rst to be 
hit is likely to be the eastern periphery – which is closely 

Figure 6
The share of imports from Russia in total imports, 2019 (top three products)

in %

Note: In the case of cereals, half of the countries do not import from Russia.

Source: Authors’ elaboration on Comtrade data.
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as mentioned above, we could see the formation of inter-
national economic blocs (Dadush, 2022). European coun-
tries, traditionally dependent on (global) exports, might 
have to readjust their growth model by giving greater 
weight to the domestic market. In this context, the need 
for a “Fortress Europe” can in fact change their macro-
economic stance. A result that is not necessarily a happy 
ending, and that could have certainly been achieved in 
less dramatic circumstances.
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integrated with German industry (Stehrer and Stöllinger, 
2015) but has also established ties with Russia – and a por-
tion of the southern periphery that is part of German value 
chains (Simonazzi et al., 2013).

With COVID-19 still progressing, the need to assist house-
holds and businesses in this new crisis will weigh on 
public budgets and feed on debt. If preventing business 
bankruptcy is necessary in order to restart the economy, 
once the recovery sets in, the highly heterogeneous fi scal 
stance of the member states is likely to aff ect their capaci-
ty to support their economies. The debtor countries could 
face a more severe challenge, depending on the macro-
economic policy that the EU governing bodies will decide 
to implement. Although fi scal rules have been frozen for 
the current year, the growth of public debt – made worse 
by the commitment to increase military spending – may 
alarm creditor countries and convince them to resume 
austerity measures for the whole Union. The defi nition of 
the fi scal rules for the future is as important as the policy 
mix (fi scal, monetary and industrial policies) implemented 
in the current environment for the survival of the Union.

The war has undoubtedly made the defi nition of policies 
more diffi  cult. Rising infl ation presents the ECB with a 
conundrum. While there is a consensus that interest-rate 
hikes are not appropriate to address price rises due to sup-
ply shocks, the need for ECB’s credibility to moderate in-
fl ationary expectations earns consideration. A central bank 
that is perceived as being committed to protecting its man-
date, it is argued, can contain infl ation at a lower economic 
cost, since the expectation that adequate policy action will 
be taken is itself stabilising. Such credibility is vital for the 
conduct of monetary policy. If continuing the path of policy 
normalisation is therefore the appropriate course of action, 
its speed will depend on the economic fallout from the war, 
and the severity and persistence of the infl ation shock.

This leaves the issue of the debt management unre-
solved. It is true that real interest rates are still negative. 
However, without a fi rm commitment by the ECB, interest 
rates on government bonds in debtor countries (namely, 
the southern periphery) could rise abruptly and steeply, 
and a contagious panic could set in, forcing the ECB to 
rashly reverse its policy on bond purchases (Heimberger, 
2022). The monetary stance will aff ect fi scal policy: Euro 
area governments face a trade-off  between business cy-
cle stabilisation and debt sustainability.

The war marks a turning point for the global geopolitical 
order. Globalisation, already aff ected by the US-China 
trade confl ict and the disruption following the pandem-
ic, could be in retreat. Deglobalisation may not mean a 
new age of autarky like in the 1920s and 1930s. Rather, 
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A record number of economic sanctions have been im-
posed on the Russian economy since the invasion of 
Ukraine in February 2022. Given that it might take months 
and even years for these restrictions to take a toll on the 
economy, many commentators and policymakers attempt 
to infer the eff ects of sanctions from the short-term dy-
namics of the rouble exchange rate. In the immediate af-
termath of the invasion and the imposition of sanctions, 
the Russian rouble quickly lost nearly half of its value (Fig-
ure 1). However, a few weeks later, the value of the rouble 
started to appreciate and, at the beginning of May, was 
higher than before the war.

These puzzling dynamics lead to several contradic-
tory and misleading interpretations. Some commenta-
tors conclude that the imposed sanctions are not work-
ing. Similarly, state media in Russia uses the reversion of 
the exchange rate as an indicator of the resilience of the 
economy and the short-lived eff ects of sanctions. Other 
commentators went to a diff erent extreme suggesting that 
given all the policy measures and restrictions imposed to 
stabilise the exchange rate, it has lost its relevance as an 
allocative price and has become inconsequential from the 
perspective of welfare.

Swings in the exchange rate

What explains the puzzling swings in the exchange rate 
over the last months? To answer this question, we fi rst 
note that the value of the rouble is determined on the Mos-
cow Exchange, which has become largely disconnected 
from international fi nancial markets since the beginning of 
the war. Western sanctions constrain foreign banks from 
trading roubles, and Russian capital controls limit access 
of Russian residents to foreign markets. As a result, the 
local supply of foreign currency comes from export rev-
enues and government reserves, while local demand is 

shaped by import expenditure, foreign liabilities of Rus-
sian fi rms (to the limited extent they exist despite the 2014 
sanctions) and the use of foreign currency as a store of 
value. The equilibrium exchange rate equilibrates the local 
supply and demand of currency and also shifts together 
with monetary infl ation.

In Itskhoki and Mukhin (2022b), we show that a simple 
equilibrium model of exchange rate determination ex-
plains well the rouble dynamics from Figure 1. The over-
night freeze of a signifi cant fraction of government foreign 
reserves, the exclusion of major banks and corporations 
from international borrowing markets, and a threat of 
blocking commodity exports led to a sharp deprecia-
tion of the rouble on impact. Foreign investors exited the 
Russian market selling assets and expatriating proceeds, 
which resulted in capital outfl ows and an associated steep 
demand for currency. These factors were exacerbated by 
a sharp increase in the home precautionary demand for 
foreign currency driven by a collapse in the supply of al-
ternative vehicles for savings. Indeed, demand for home-
currency deposits went down due to rising infl ationary ex-
pectations and the risks in the banking system. Similarly, 
the increased uncertainty and the risk of sanctions made 
local stocks and bonds highly unattractive, resulting in a 
prolonged closure of the Russian fi nancial market.

The exchange rate appreciation

The exchange rate reversed in mid-March and appreci-
ated gradually over the next month to the pre-war level.

First, tougher sanctions on Russia’s imports than on its 
exports over this period led to a sizable current account 
surplus and an infl ow of foreign currency into the econ-
omy. This created a force for the rouble appreciation to 
bring the currency market in equilibrium. Similarly, from 
the perspective of the goods market equilibrium, this 
appreciation force allowed for expenditure reallocation 
towards varieties of imported goods that were not sanc-
tioned but were not demanded unless home currency 
appreciation brought down their relative prices (see also 
Lorenzoni and Werning, 2022).

Although no offi  cial data on country’s trade balance in this 
period is available yet, the anecdotal evidence suggests 
that the fall in imports was dramatic, with some estimates 
exceeding 50%. The direct restrictions on imports were 
amplifi ed by diffi  culties with cross-border payments and 
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Figure 1
Daily rouble exchange rate (per US dollar) in 2022

Source: Authors’ calculations based on the data from the Moscow Ex-
change.

shipments of foreign goods. At the same time, the inven-
tories of foreign durables used in production and sold to 
fi nal consumers allowed for a gradual adjustment in the 
Russian market. With the benefi t of hindsight, it is clear 
that the fall in imports is a large enough force for the rou-
ble appreciation even after other factors described below 
fade away, as Russia is likely to “enjoy” a persistent trade 
surplus as the result of the current mix of sanctions.

Second, with limited access to foreign reserves, the cen-
tral bank used extensive fi nancial repression, which in-

cluded strict limits on foreign currency deposit withdraw-
als, capital outfl ows, and a tax on local currency conver-
sion to dollars and euros. This severely constrained the 
domestic demand for foreign currency deposits as well as 
eliminated the eff ective ability to access existing currency 
deposits and send the stock of foreign currency savings 
abroad. This largely off set the initial shock of the freeze 
of Russian foreign reserves, which constituted the main 
instrument used by the Central Bank of Russia to smooth 
exchange rate fl uctuations before the war. The aggressive 
use of fi nancial repression, along with a steep increase in 
the home currency interest rate, proved to be an eff ective 
substitute under sanctions from the point of view of ex-
change rate stabilisation.

The relevance of the fi nancial repression policy can be 
clearly seen in Figure 2, which exploits the heterogeneous 
treatment of diff erent currencies. Specifi cally, on 4 March, 
a 12% tax was introduced on purchases of US dollars, 
euros and UK pounds, but not other currencies. This tax 
was eliminated on 11 April. For concreteness, we com-
pare the behaviour of the US dollar exchange rate with 
that of the Swiss frank, which was not subject to the tax, 
yet is presumably as safe and therefore off ers a close 
substitute to the dollar. In the left panel of Figure 2, we 
plot the US dollar exchange rate against the Swiss frank 
at the Moscow Exchange relative to its international value, 
which was identically zero before the war, and comoved 
closely with the tax thereafter. Indeed, the Swiss frank 
appreciated sharply on the Moscow Exchange (and not 

Figure 2
Swiss franc vs US dollar: Exchange rate and turnover, 2022

in logs

Notes: Panel (a) plots the tax on purchasing dollars as dashed line and the (log) dollar exchange rate against the Swiss franc at the Moscow Exchange rela-
tive to its international value. Panel (b) shows the (log) turnover of the Swiss franc relative to the dollar turnover at the Moscow Exchange. The values on 1 
February are normalised to zero.

Source: Authors’ calculations based on the data from the Moscow Exchange.
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internationally) after the 12% tax was imposed on the dol-
lar on 4 March and then depreciated back after the tax 
was eliminated on 11 April, resulting again in the conver-
gence of the Moscow Exchange’s rate to its international 
value. The right panel of Figure 2 additionally shows that 
the turnover of Swiss francs on the Moscow Exchange in-
creased dramatically relative to that of the dollar during 
the same period.

Third, the record-high commodity export revenues in the 
fi rst half of 2022 allowed the Russian government to enjoy 
a considerable fi scal surplus, thus far avoiding the need 
to monetise its fi scal obligations and to induce a mone-
tary-driven depreciation. In contrast, the steep apprecia-
tion of the rouble since mid-March now puts pressure on 
the government fi scal balance, as revenues are tied to for-
eign currency exports, while liabilities are in roubles. As 
a result, in late April and May, the Russian government 
has relaxed a number of fi nancial repression measures on 
foreign currency savings and transfers to avoid excessive 
appreciation of the rouble.

The three factors outlined above are arguably more im-
portant in stabilising the exchange rate than conventional 
monetary tools such as the hike in the policy rate to 20%, 
which was mostly aimed at stopping a bank run on the 
rouble deposits and at preventing monetary infl ation. 
Nonetheless, going forward, the prospect of export sanc-
tions and fi scal problems driven by a domestic recession 
can result in both infl ation and devaluation, but these 
prospects appear to be pushed forward at least towards 
the end of 2022.

Paying for exports in roubles

Another policy that attracted much attention was Putin’s 
decree that “unfriendly nations” pay for Russian energy 
exports in roubles rather than in euros or dollars. This 
demand faced a backlash in Europe with some countries 
eventually switching to the rouble and others refusing to 
change the settlement currency. In response, Russia halt-
ed gas exports to Poland, Bulgaria and Finland.

While the motivation for this request has never been 
publicly laid out, it is unlikely to be directly related to the 
exchange rate. Of course, as a monopolist, the Russian 
government could potentially sell roubles to other na-
tions at any exchange rate. However, because oil and gas 
contracts specify prices in euros or dollars, the rouble ex-
change rate would not change the total infl ows of foreign 
currency. Given that most import prices are also invoiced 
in euros and dollars (Amiti et al., 2022), the volume of im-
ports would not change either. Thus, a change in the set-
tlement currency would have no real eff ects. Instead, it is 

more likely that the request to use the rouble in interna-
tional transactions is aimed at loosening the stance of the 
fi nancial sanctions on the economy.

Sanctions did bite

The appreciation of the rouble to the pre-war level has 
been widely interpreted as a sign that so far sanctions 
have had a limited eff ect on the Russian economy. As 
mentioned above, this argument misses the fact that 
most restrictions were imposed on Russia’s imports, 
which lowered demand for foreign currency, thus creat-
ing a force for the rouble appreciation. This appreciation, 
however, cannot off set the increase in the eff ective costs 
of imports, particularly in view of their limited availabili-
ty, or compensate the associated welfare losses and in-
creased real costs of living.

More generally, there is no one-to-one relationship be-
tween the exchange rate and welfare, and hence the ef-
fectiveness of sanctions cannot be inferred from the ex-
change rate. On the one hand, sanctions on imports and 
exports are equivalent in terms of their eff ect on the con-
sumption of foreign goods – the former increase their rela-
tive prices, while the latter lower the amount of resources 
available to purchase foreign goods – and thus have the 
same welfare implications. On the other hand, the eff ect 
on the exchange rate goes in opposite directions in the 
two cases – import sanctions decrease the demand for 
dollars and appreciate the rouble, while export sanctions 
lower the supply of dollars and depreciate the rouble.

Importantly, the equivalence extends to fi scal revenues: 
Although import restrictions have no direct eff ect on gov-
ernment income, the associated change in the exchange 
rate lowers nominal and real fi scal revenues in the same 
way as export restrictions (see Amiti et al., 2017). The fact 
that exports constitute an important source of government 
revenues does not change the result and thus cannot be 
used as an argument in favour of export over import sanc-
tions. Instead, the use of export restrictions can be jus-
tifi ed if import sanctions are considered insuffi  cient, are 
limited by the trade share of sanctioning countries or mini-
mise the costs to sanctioning countries (see Sturm, 2022).

The exchange rate still matters

Equally misleading is the common view that the policy re-
strictions make the exchange rate irrelevant for the econ-
omy. Despite the large interventions of the government in 
the foreign exchange market, including multiple restric-
tions on purchasing and managing foreign currency, the 
value of the rouble aff ects the economy via two channels. 
First, the appreciation of the exchange rate increases the 
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purchasing power of households and boosts consump-
tion of foreign goods mitigating the negative eff ects of 
import sanctions. Importantly, this comes at the expense 
of the households that want to hold foreign currency as 
a safe asset and thus are subject to the measures of fi -
nancial repression that are used to strengthen the rouble. 
In other words, the policy of fi nancial repression creates 
redistributive eff ects from savers (who tend to be richer 
households) to consumers of foreign goods (many of 
whom are poorer “hand-to-mouth” households).

Second, the nominal exchange rate is a signal about 
monetary policy, which is especially valuable in an envi-
ronment with high uncertainty and low trust in policymak-
ers. Budget defi cit pushes the government to monetise its 
nominal liabilities. Even before this happens, uncertainty 
about the monetary policy can lower demand for local 
currency deposits, leading to higher infl ation and a run on 
the banks. To regain credibility, anchor infl ation expecta-
tions and stabilise the fi nancial system, the central bank 
can adopt a nominal peg to communicate its policy priori-
ties (Athey et al., 2005; Itskhoki and Mukhin, 2022a).

Future dynamics

Although exchange rates are notoriously diffi  cult to fore-
cast – even more so given the current extreme levels of 
uncertainty – there are good reasons to believe that the 
rouble will most likely depreciate in 2022-23. First, the fi s-
cal considerations put a fl oor on how much the exchange 
rate can appreciate without causing signifi cant tightening 
of the budget, as discussed above.

Second, given that there remain few restrictions on Russian 
imports that could be further imposed by Western countries, 
it is likely that further rounds of sanctions would be imposed 
on export. European countries are now planning to gradually 
move away from Russian gas and oil, which will eventually 
bring down the infl ow of foreign currency into the Russian 
economy even if exports are partially rerouted to other des-
tinations. Furthermore, as soon as European countries do 
not need to purchase Russian commodities, they are able to 
impose even stricter fi nancial sanctions completely freezing 
foreign assets of Russian banks and fi rms. This, in turn, low-
ers the supply of dollars and euros, depreciating the rouble 
exchange rate and putting the banking system at risk of a 
bank run on foreign currency deposits.

Third, as the inventories of foreign intermediate and fi -
nal goods are running low, the Russian economy would 
seek alternative foreign suppliers and switch to parallel 
imports. This increases the demand for foreign currency 
and depreciates the rouble. Finally, there is an increasing 
risk of “monetary depreciation” driven by loose monetary 

policy. Although as mentioned above, the central bank 
has put much eff ort into maintaining its credibility, a fall in 
export revenues and increasing expenses to support the 
economy can push the government to monetise its liabili-
ties, which ultimately leads to infl ation and depreciation of 
the nominal exchange rate.

Paradoxically, even a ceasefi re resulting in a remote pos-
sibility of certain sanctions being lifted will likely depreci-
ate the rouble. While lowering the probability of monetary 
infl ation, this will increase imports and will make it easier 
to transfer money abroad, putting pressure on the rouble 
exchange rate.

To conclude, a strong appreciation of the rouble over the 
past two months was driven by import sanctions and fi -
nancial repression, both of which lowered demand for 
foreign currency. This does not mean that the sanctions 
are not working – in fact, there is an important equiva-
lence between import and export restrictions in terms of 
welfare eff ects and government fi scal losses. Stabilising 
the exchange rate allows the Russian government to an-
chor infl ation expectations and support consumption but 
comes at the cost of the fi nancial repression of domestic 
savers. In the medium run, the rouble is likely to depreci-
ate due to falling demand for Russian exports, increas-
ing demand for foreign goods and loosening of monetary 
policy to fi nance government expenditures.
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When war hits, some degree of analytical humility is re-
quired. No one knows how – or when - Russia’s war on 
Ukraine will end and the eff ects on European security over 
the medium to longer term (i.e. the next fi ve to ten years) 
are unknown. Despite the analytical fog that shrouds Rus-
sia’s war, discussions increasingly focus on how Europe-
an countries should support Ukraine, how Europe and the 
United States should view and engage with Russia during 
and after the confl ict and to what extent Europe should 
bolster its own defences. Such questions have already 
found material form. Think of the wide-scale provision of 
weapons and lethal equipment to Ukraine, the enhanced 
military presence on the European Union’s and NATO’s 
eastern fl ank, the announcements of increased defence 
spending in Europe, the sanctions designed to disable 
the Kremlin’s war machine or the calls for Ukraine to be 
speedily brought into the EU. Finland and Sweden have 
also formally announced their intention to join NATO in re-
sponse to Russia’s actions.

So far, Europeans have shown a high degree of unity in the 
face of Russia’s war – forces have been deployed to the 
eastern fl ank and, despite the diffi  culties on agreeing to an 
oil and gas embargo on Russia, political unity has ensured 
that heavy sanctions are in place. However, this unity is 
likely to be challenged over the coming months and years 
by a fundamental question that has so far not received 
sustained and serious attention: How should Europe view 
and interact with Russia after its invasion of Ukraine? 
Some elites may desire a détente with Putin, especially 
with economic interests at stake. Others, however, reject 
any notion of a diplomatic settlement with Russia and in-
stead call for preparations for a long-term political stand-
off  with the Kremlin. How Europe politically adapts itself to 
the Russian threat in the coming months and years will be 
a test of its credibility, unity and autonomy.

Indeed, Russia’s war on Ukraine is already giving rise to 
questions that will have long-term implications for Eu-
ropean security, including: To what extent should Eu-
ropean countries increase their defence expenditure? 
How should Europeans invest any additional fi nancial 
resources for defence? To address such questions, this 
article looks at some of the implications of Russia’s war 
on Ukraine for European security, and it focuses on some 
of the direct policy choices that European countries pres-
ently face and those that may appear on the horizon. To 
this end, the paper explores how defence expenditure in 
Europe may evolve after Russia’s invasion and how de-
fence investments may be shaped in the coming years. 
More specifi cally, the article looks at the interplay be-
tween geostrategic and investment choices.

Money for nothing?

One of the obvious eff ects of Russia’s February 2022 in-
vasion of Ukraine has been several announcements that 
European countries will increase their defence expendi-
tures. To be sure, the need to increase military budgets 
was already a recognised political ambition in Europe; 
and ever since Russia’s initial invasion of Ukraine in 2014, 
EU and NATO states have been working – however slow-
ly – to increase defence spending. Indeed, the European 
Defence Agency (2020b) estimates that EU members in-
vested €198 billion in defence in 2020, but only after they 
collectively cut spending from 2008 to 2014 by €24 bil-
lion in the wake of the 2007 fi nancial crash. An important 
moment in the history of European defence spending oc-
curred in 2014, as the NATO Defence Investment Pledge 
endorsed in that year called for Allies to meet the 2% of 
GDP spending guideline. Russia’s actions – rather than 
the divisive rhetoric of former US President Trump – have 
led a handful of European countries to expand defence 
spending since 2014.

Russia’s further military invasion of Ukraine in 2022 is on-
ly likely to lead to more announcements about defence 
spending hikes in Europe. For example, Germany recently 
announced that it would substantially increase defence 
spending and Chancellor Scholz has promised an injec-
tion of €100 billion through a “special fund” that will be 
invested from 2022. Additionally, Berlin has announced 
that it will ensure that it meets NATO’s 2% pledge sooner 
rather than later. Indeed, this about-face on spending has 
been viewed as part of a wider paradigm shift in German 
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strategic thinking – what is being called a Zeitenwende. 
Whether this will really occur remains to be seen, but other 
European states have also pledged to boost their military 
expenditures. Countries such as France, Italy, the Nether-
lands, Portugal, Spain and Sweden have proclaimed their 
intention to spend more in line with NATO and EU targets, 
and countries that already meet the 2% target – such as 
several Baltic states and eastern NATO allies – will spend 
more in future (Arteaga et al., 2022).

Of course, declarations of increased defence spending 
should be questioned, and it is unclear how fast and to 
what extent European governments will increase their 
spending levels in real terms. For example, some ana-
lysts have already questioned whether Germany’s injec-
tion of €100 billion will be enough to close the gap on its 
2% of GDP commitment. Such analyses point to how 
quickly this €100 billion will be swallowed up by the need 
to replenish depleted munitions stocks, procure heavy 
transport helicopters, invest in air defence systems and 
develop future European capability programmes such as 
the Future Combat Air System (FCAS) and Main Ground 
Combat System (MCGS) (Giegerich and Schreer, 2022). 
Other European defence budget increases should also be 
scrutinised for how far they realistically add new money 
for defence (rather than simply topping budgets to re-
dress post-2008 budgetary cuts) or whether they will out-
pace infl ation.

Keep in mind that infl ation is high today, not least because 
of infl ated energy prices and the COVID-19 recovery. Yet 
even in 2021, higher infl ation conspired to cut global de-
fence spending in real terms by 1.8% (McGerty, 2022). 
Even if the war in Ukraine has justifi ed announcements of 
defence spending hikes, the ramifi cations of the war may 
create fi nancial pressures that European governments 
will not fi nd sustainable. As the war drags on, and the 
economic eff ects hit the global economy, governments 
will have to address the eff ects of the “cost of living” crisis 
across Europe. Some governments may hold to the idea 
that increased defence spending is necessary regardless 
of the economic context, but others may be tempted to 
invest only incrementally in defence if other public ser-
vices require enhanced spending. Some may look at the 
depleted nature of Russia’s military after its invasion of 
Ukraine and incorrectly surmise that defence spending 
increases are not that necessary after all.

Even in times of major economic upheaval, there is every 
reason to believe that European governments will en-
hance their defence spending. Not only do Europe’s 
armed forces drastically need modernisation, but Eu-
rope’s strategic interests include and go beyond the war 
in Ukraine. If, as governments have acknowledged, Eu-

rope is entering an era of strategic competition where the 
continent may have to act without the United States, then 
investment in military capabilities is of paramount impor-
tance. As part of this rationale for meeting the challenge 
of strategic competition vis-à-vis Russia, China and oth-
ers, Europe will need to invest in its technological, scien-
tifi c and industrial base in order to ensure that it has the 
military equipment needed to defend its interests. Such 
investments may come at the expense of higher debt, so 
this is really a test of whether Europe acts according to a 
strategic rather than an economic rationale.

Assuming that there is a higher investment in defence in 
Europe, the next point to address is how this additional 
money will be spent. As the German case indicates, some 
of the investment will be needed to cover essential capa-
bility gaps. In this respect, we should not expect these 
national funds to be exclusively invested in European col-
laborative solutions (e.g. Germany’s insistence on pur-
chasing the US-made F-35 fi ghter aircraft is conditioned 
by its nuclear commitments in NATO and the lack of a 
credible alternative European nuclear delivery air system). 
What is more, it is unrealistic to expect governments to in-
crease national defence spending without wanting a large 
proportion of this money to benefi t national producers. 
In this respect, it is worth questioning whether the war in 
Ukraine will incentivise European governments to develop 
or procure capabilities together rather than nationally.

Collaborative defence procurement in the EU

While military capability collaboration does not always 
reduce project costs overall, there is evidence that the 
individual contributions to multinational projects can be 
better managed from a cost perspective. Pushing for 
European capability solutions, if managed properly, can 
also lead to greater cross-border cooperation and the en-
largement of supply chains (which, in turn, can help in-
crease security of supply). In some cases, major capabil-
ity projects cannot be handled at a purely national level 
because of the technologies involved and labour skills 
required, among other things. In this respect, the direct 
and quick return on national investment is less obvious 
but still fruitful if it leads to broader European defence in-
novation and trustworthy supply chains that cannot be 
compromised by Europe’s strategic rivals. Indeed, we 
can already observe evidence of this impulse in the work 
on the FCAS and MCGS projects and EU-level initiatives 
such as Permanent Structured Cooperation and the Euro-
pean Defence Fund are geared towards further incentivis-
ing European cooperation.

The truth is that it is not the norm for European countries 
to invest national defence budgets into collaborative pro-



Intereconomics 2022 | 3
154

Forum

jects. Indeed, recent data shows that the level of invest-
ment in European collaborative equipment procurement 
is on the decline – one study shows that in 2019 collabo-
rative spending decreased by 13% to low levels not seen 
since 2005 (European Defence Agency, 2020b, 10). De-
spite this fact, there has been growing interest in collabo-
rative investment bodies like the EU and NATO. In 2021, 
17 out of 30 NATO members signed on to a declaration of 
intent to create the NATO Innovation Fund. The Fund will 
be endowed with €1 billion for at least the next 15 years 
and it will, through the Defence Innovation Accelerator for 
the North Atlantic, seek to promote and accelerate early-
stage defence innovation. The 2022 NATO Madrid Sum-
mit will initiate these allied endeavours and the hope is 
that investments can begin in 2023 (NATO, 2022).

More substantially, the EU has already developed the Eu-
ropean Defence Fund (EDF) for collaborative investments 
in defence innovation and capability prototyping. The EDF 
is endowed with €8 billion up to 2027, and discussions will 
begin in 2024 for an additional fi nancial envelop for the pe-
riod 2028-2035. The EDF is already investing in defence 
research and capability projects, and all 27 EU member 
states have the potential to access the Fund for collabora-
tive programmes. It should be noted that one of the pre-
cursor programmes to the EDF – the European Defence 
Industrial Development Programme (EDIDP) – has already 
invested €500 million in 2020 for space, precision strike, 
naval, air, cyber and drone systems as well as disrup-
tive technologies such as artifi cial intelligence (European 
Commission, 2020). The fact that the EDIDP has benefi ted 
420 industrial entities from 26 EU member states in a sin-
gle year provides evidence that European countries are 
increasingly looking to cooperate in the industrial sphere.

Yet the story for the EU does not end here. Indeed, in the 
wake of Russia’s invasion of Ukraine, European leaders 
met at Versailles on 10-11 March 2022 to discuss how 
best to respond to the Kremlin. An important element of 
the Versailles Declaration was the leaders’ call for greater 
investments to fi ll the critical military capability gaps of 
Europe’s armed forces. Spurred on by the seismic an-
nouncement of an additional €100 billion for defence in 
Germany, and drawing on the experiences of NextGen-
erationEU, the Declaration asked the European Com-
mission to analyse the defence investment gaps facing 
the EU and to make recommendations on how to further 
strengthen the European Defence Technological and in-
dustrial Base (European Council, 2022). While we are yet 
to see how ambitious the Commission will be, or whether 
EU member states will underwrite further capital borrow-
ing powers for the EU’s executive arm, one of the theo-
ries is that the EU may start borrowing billions more for 
investment in the defence sector. Anything close to the 

€100 billion announced by Germany would be potentially 
game-changing for European collaborative capability de-
velopment and open the door for ambitious EU joint pro-
curement and defence planning.

Investing wisely?

Naturally, any discussions about increased levels of de-
fence spending will imply a need to refl ect on the types 
of military capabilities Europe should procure in the short 
(2022-2025), medium (2025-2030) and long term (2030+). 
Even in a context of renewed war in Europe, this discus-
sion is not as easy as it may fi rst appear. Being able to 
prioritise the development and/or procurement of military 
capabilities is an intensely political discussion between 
states that is ultimately conditioned by geographical, in-
dustrial and cultural considerations. For example, one can 
perhaps agree that European states need to substantially 
and rapidly increase their stocks of main battle tanks and 
naval vessels. Tanks would address the necessity of repel-
ling any Russian intervention in Europe, frigates and air-
craft carriers would allow Europe to exert maritime power. 
In a context where fi nancial resources are still limited, and 
where European states have diff erent strategic priorities, 
should Europe bet on the tanks or naval vessels? This type 
of question bedevils defence planners across Europe when 
any decision about European cooperation is considered.

Russia’s war on Ukraine has, of course, only sharpened 
arguments in favour of military capabilities that can deter 
Moscow from expanding their armed aggression. In fact, 
Russia’s actions have vindicated the European Defence 
Agency’s assessment – made in November 2020, and thus 
before the 2022 invasion – that European states should 
urgently invest in main battle tanks, soldier systems/force 
protection technology, patrol class surface ships, counter 
unmanned aerial systems, defence-space capabilities and 
military mobility. Each of these military capabilities can be 
of use to European armed forces in deterring further Rus-
sian aggression, even if the progress in each of these ca-
pability areas has been relatively sluggish. For example, 
the EU has called for modernised tanks, soldier systems 
and patrol vessels to be ready within the next decade (Eu-
ropean Defence Agency, 2020a), but this hardly seems fast 
enough given the strategic issues confronting Europe.

Indeed, policymakers have tended to view military capa-
bilities as investments for the future. The war in Ukraine 
has shown that capability acquisition requires credible in-
dustrial capacity and reliable supply chains. The war has 
also shown that an ability to get off -the-shelf equipment 
and solutions into the fi eld as soon as possible is of the 
utmost importance. For example, the Ukrainian military 
are using Turkish-made remotely piloted Batraktar aerial 
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vehicles that cost a fraction of the price of American or 
Israeli off erings (Witt, 2022). The US defence fi rm, Lock-
heed Martin, has also announced that it will double its 
production of javelin anti-tank missiles, even if this could 
take up to two years to fully adjust production cycles and 
timelines (Jones, 2022).1 Indeed, one of the major issues 
facing Europe’s defence planners and military leaders is 
that Europe’s industry might be unable to completely deal 
with the surge in demand for military products. This may 
mean that European suppliers lose to competitors, which 
could be negatively perceived by those who were reluc-
tant to increase defence spending in the fi rst place.

Of course, the additional aspect that has emerged since 
the outbreak of war in Ukraine is how best to balance in-
vestments between short-term needs and longer-term 
programmes. For example, many NATO and EU states 
are focusing on the need to enhance and replenish their 
own stocks of ammunition and munitions, especially since 
many governments have transferred existing stocks to 
Ukraine. The war has also given rise to discussions about 
the desire to maintain Soviet-era capabilities in European 
military inventories. The practice at present is to transfer 
Soviet-era equipment (e.g. armoured vehicles, guns and 
tanks) to Ukraine because forces in that country are famil-
iar with how to use them. The fl ip side of this strategy for 
European governments is to replace Soviet-made transfers 
with more modernised Western equipment (e.g. Poland re-
placing its T-72 tanks with American-made Abrams tanks). 
Again, this short-term need to replenish and replace mili-
tary equipment may not necessarily work in favour of Eu-
rope’s defence industry, even if there are credible strategic 
explanations to buy from non-European suppliers. This, in 
turn, only adds pressure to European suppliers seeking to 
capitalise on increased defence spending.

Beyond this relatively new dynamic in the European de-
fence market, however, there is also a need to consider 
how the war in Ukraine might challenge capability de-
velopment assumptions in Europe. One of the obvious 
changes that could be on the horizon is a shift towards 
more ambitious European investments in missile defence, 
air interdiction assets and cyberdefence. The apparent 
need for such capabilities becomes all the more evident 
when one considers how NATO’s defence posture could 
evolve on Europe’s eastern fl ank. To date, NATO’s Re-
sponse Force has operated on a rotational basis, and this 
has placed a premium on ensuring that investments in 
military mobility can ease the speedy movement of troops 
and equipment in case of further Russian aggression. 
However, should NATO opt for a permanent presence in 

1 And for a helpful corrective to the title of Witt’s (2022) New Yorker 
piece, see Calcara et al. (2022).

Eastern Europe, this will have broad implications for Eu-
rope’s defence investments.

Indeed, the fi rst step that would have to be taken is the 
modernisation – and in some cases complete overhaul – of 
military bases in Central and Eastern Europe. New or refur-
bished military bases and barracks would have to be con-
nected by secure and modernised transport links, which is 
already the objective of the EU’s work on military mobility, 
i.e. seeing fi nancial investments into dual-use transport in-
frastructure (Fiott, 2022). Yet a more permanent NATO pres-
ence would equally imply a need for integrated air and mis-
sile defence and investments in cyberdefence. Of course, 
such investments come with sensitive political considera-
tions. For example, to date the EU has only invested in dual-
use transport infrastructure, and it would need to fi nd new 
ways of fi nancing military installations such as land, naval 
and air bases. An off -budget EU fi nancing tool in the guise 
of the European Peace Facility could be a possibility.

Additionally, some European governments may balk at 
the idea that EU fi nancial resources should be spent on 
installations that will largely house American forces. The 
risk here being that the EU is perceived to subsidise – di-
rectly or indirectly – the US military and its bases in Eu-
rope, which can challenge the idea of EU strategic auton-
omy and, for select EU states, neutrality. Of course, it is 
equally possible to claim that EU investments in military 
installations and air and missile defence would put the 
Union into the “deterrence game” and drastically increase 
its relevance in European defence – not least because 
missile defence will also contribute to keeping civilian ur-
ban populations safe. Investments of this nature would 
also be a serious statement of intent to Europeanise the 
NATO alliance and ensure that the EU and NATO can ef-
fectively work together in an era where the US may even-
tually re-direct troops and military assets to the Indo-Pa-
cifi c theatre. Any substantial and permanent reposition-
ing of European armed forces to better protect Europe’s 
eastern fl ank would also clearly need modern and secure 
military bases and transport links, regardless of the future 
US footprint in Europe.

Conclusions

In the face of Russia’s military aggression, European 
countries are now faced with a number of dilemmas that 
will seriously challenge its security over the next decade. 
First, there is a need to address Russia but this will not 
be easy. Some may argue for a complete strategic down-
grading of Moscow, but it is not easy to see how this might 
be achieved when Russia sits on a formidable nuclear 
arsenal. Alternatively, while Russia’s conventional forc-
es may be bruised following its invasion of Ukraine, and 
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its defence industrial sector severely wounded through 
sanctions, Vladimir Putin may use the coming years to 
reinvigorate its position by developing stronger ties with 
Beijing for technologies, raw materials and services. Fur-
thermore, Russia may use its nuclear forces to probe and 
challenge Europe’s unity and security, while also relying 
on tools such as cyberattacks, espionage and energy to 
disrupt European economies and buy time for a reinvigor-
ation of Russian forces. In this regard, the strategic con-
versation in Europe is likely to revolve around enhanced 
deterrence and an upgrading of conventional forces.

However, Europe faces an important challenge to its over-
all standing in international aff airs. While the war in Ukraine 
will consume much of Europe’s political and economic 
bandwidth, it is necessary not to neglect the wider world. 
If anything, Russia’s invasion is already raising questions 
about global food security and energy prices, and such 
structural issues – when married to challenges such as 
China’s global power status and climate change – imply 
that Europe cannot only focus on its eastern fl ank. Being 
able to balance Europe’s global and regional interests in 
a context of fi nite resources will increasingly shape what 
type of actor Europe will become in global aff airs. Despite 
this serious consideration, the immediate eff ects of Rus-
sia’s war in Ukraine will likely raise questions about the 
extent of increased European defence spending and how 
best to use these additional resources to modernise and 
bolster Europe’s military capabilities.
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The war in Ukraine has aggravated existing tensions on the 
agricultural commodities market. Since late 2021, prices 
for commodities such as grains and vegetable oils have 
reached record highs, surpassing even the levels of the 
global food price crises of more than a decade ago. Now, 
the invasion of Russian forces in Ukraine has sent prices 
soaring even higher. This has above all aff ected import-de-
pendent countries in the Middle East and North Africa (ME-
NA) region and sub-Saharan Africa, which rely heavily on 
Russian and Ukrainian wheat. Disruptions to exports from 

the Black Sea region and high prices are further destabilis-
ing food security in these regions. However, global demand 
for wheat is expected to be met in the current marketing year 
since countries such as Australia, Brazil and the USA will in-
crease exports to fi ll the gap left by Russia and Ukraine. It 
is diffi  cult to predict what will happen beyond this marketing 
year, as this will be determined by the development of the 
current confl ict in addition to agricultural fundamentals in 
key supply and demand regions. Global food systems and 
competitive international trade structures, in particular, are 
key to dealing with crises and mitigating the risks of food 
shortages. That way, disruptions in some exporting regions 
can be compensated for by exports from another. However, 
this requires greater collaboration in international trade. Any 
calls to move towards a centrally planned economy or au-
tarky are strongly advised against, as this would only be to 
the detriment of food security in the Global South.

Russia and Ukraine are key exporters of agricultural 

commodities

Russia is the top global exporter of wheat1 and fertilisers, while 
Ukraine is the largest exporter of sunfl ower oil in the world and 
the fourth largest exporter of corn. Their combined export 
market share for 2015-2020 was 28% for wheat, 15% for corn, 
66% for sunfl ower oil and 16% for fertilisers. In highly dynamic 
markets, Russia and Ukraine have almost tripled their export 
market share for wheat and sunfl ower oil over the past two 
decades while their combined export market share for corn 
has grown by a factor of seven. Fertiliser exports, on the other 
hand, have remained relatively stable (Figure 1).

The number of export markets has also increased, indicating 
a relatively high diversity of export structures. Between 2018 
and 2020, 56 million tonnes of wheat and 31 million tonnes 
of corn were exported annually from Russia and Ukraine to 
123 and 95 countries, respectively. The largest wheat export 
markets are Egypt (19%) and Turkey (13%), while the larg-
est corn export markets are China (16%), the Netherlands 
and Spain (11% each), and Egypt (10%). Ten million tonnes 
of sunfl ower oil were shipped annually to 166 countries, with 

1 Although Russia’s export market share is considerable in some 
wheat-importing countries, empirical IAMO studies (e.g. Uhl et al., 
2016; Pall et al., 2014) have yet to fi nd any sign that Russian wheat 
traders infl uence prices on international wheat markets. Market struc-
tures can therefore largely be described as competitive rather than 
oligopolistic.
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the largest markets being India (27%) and China (15%). Min-
eral fertilisers from Russia and Ukraine were exported to 143 
countries, with Brazil (21%), the USA (9%) and China (8%) 
as the main destinations. In countries in Africa, East Asia 
and the Pacifi c, demand for wheat imports rose rapidly, in 
particular for Russian wheat.2 Meanwhile, the MENA region 
became the largest export market for Russian wheat (ap-
proximately 40% of Russian wheat exports).

The MENA region benefi ts from Russian and 

Ukrainian wheat

Wheat is the main staple food for many of the world’s poorer 
regions. The war in Ukraine is likely to have the greatest im-
pact on regions that depend on imported wheat, particularly 
from Russia and Ukraine, as a key part of their diets. The 
greater this combination of factors, the more the population 
is at risk of suff ering from food insecurity.

At highest risk are the 14 countries in the MENA region, the 
South Caucasus and Turkey, shown in Figure 2. The total 

2 Russian wheat exports to sub-Saharan Africa, East Asia and the 
Pacifi c rose from less than 5% in 2008-2010 to almost 30% in 2018-
2020.

combined population of these countries is around 330 mil-
lion, and together they source more than 40% of their wheat 
from Russia and/or Ukraine. The most vulnerable are Alba-
nia, Egypt,3 Lebanon, Libya, Georgia, Mauritania, Sudan, Tu-
nisia and Yemen as large parts of their population are already 
subject to high risk of undernourishment (FAO et al., 2020).

Even countries that are less dependent on wheat imports 
from the Black Sea region could face food security issues. 
These include MENA countries such as Algeria, Morocco, 
Saudi Arabia and Jordan, as well as countries in Central 
Asia and Afghanistan, which consume large amounts of 
wheat per capita. Even though these countries import 
wheat mainly from regions other than Ukraine or Russia, 
(persistently) high wheat prices could have spillover ef-
fects for them. Furthermore, high wheat prices on world 
markets could also have a negative impact on less import-
dependent poorer countries with high wheat consumption 
(such as Turkmenistan, Iran and Mongolia) if there is price 
transmission from the world to domestic markets.

3 IAMO studies show how important Egypt is for global wheat markets. 
For example, Egyptian tender prices play a key role in price discovery 
on these markets. Furthermore, the price series of the three largest 
exporting countries, Russia, France and the USA, are highly integrat-
ed with Egyptian tender prices (see Heigermoser et al., 2021).

Figure 1
Wheat, corn, sunfl ower oil and fertiliser exports on the world market

Five-year average, 2001-2020

Source: UN Comtrade. Authors’ representation.
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Figure 3
Food and Agriculture Organization price indices

Source: FAO. Authors’ representation.

Continuously high prices in demand-driven global 

agricultural markets

As in previous years, global markets are demand-driven and 
prices remain high, particularly for wheat and vegetable oils.

At the beginning of 2021, the Food and Agriculture Organiza-
tion (FAO) Food Price Index, which tracks monthly changes 
in prices, began to exhibit signifi cant increases over previous 
years and, in January 2022, reached an all-time high (Fig-
ure 3). Similar trends were recorded for cereals and vegetable 
oils. For example, in January 2022, cereal prices rose by 33% 
while vegetable oil prices jumped by 80% from January 2020. 
In March 2022, these both rose a further 33% from January 
2022, causing the Cereal Price Index to reach its highest level 
ever, exceeding the record prices of 2007/08 and 2010/11.

Euronext futures prices provide insight into price move-
ments between the end of February and March 2022 as well 
as price expectations for the coming 2022/23 marketing 
year (ZMP, 2022).4 Wheat futures quickly rose by 25% from 

4 It is important to note that price increases appear more signifi cant 
than they really are, as prices were converted from US dollars into 
euros and the euro lost value in 2022.

€316.5/t (24 February, 2022) to a high of €396.5/t (7 March 
2022). They have since fallen some 6% to €372.7/t (8 April 
2022). The September futures contract (contract for the next 
harvest) is currently trading at around €352/t and the Decem-
ber contract is currently at €345/t (8 April 2022). The price 
of the corn futures contract has also risen 25% from €280/t 
(24 February 2022) to €351.5/t (7 March 2022) and has since 
been trading at a slightly lower level at around €320/t (8 April 
2022) as well.5 The November contract (next harvest) is cur-
rently trading at around €300/t. This indicates that the grain 
markets have somewhat calmed following initial panic, but 
remain at a high level6 and are once again more strongly ori-
ented towards (expected) fundamentals.7

Fertiliser prices also rose sharply between February and 
March 2022. The fertiliser price index rose by 43% from 
around 890 (25 February 2022) to 1270 (25 March 2022), 
possibly as a result of Russia’s announcement of tempo-

5 Corn prices have risen again, most likely as a result of the US gov-
ernment’s recent decision to increase the blending requirement of 
bioethanol in gasoline from 10% to 15%.

6 Further in-depth analysis would be needed to understand why grain 
prices remain at a relatively high level. However, it is very likely a 
symptom of the continuing uncertainty caused by the Black Sea 
confl ict, ongoing supply chain disruptions due to the COVID-19 pan-
demic, growing import demand in China and in Africa, higher costs for 
inputs and rising crude oil prices. The latter, however, appear to have 
peaked on 7 March 2022 (approximately $123) and are now at levels 
similar to late January/early February 2022 (approximately $95; 7 April 
2022) (Oil Price, 2022).

7 IAMO studies show that there have also been noticeable price reac-
tions on the Chicago Board of Trade (increased price volatility) result-
ing from reports out of the Black Sea region, such as announcements 
of grain export restrictions in Russia. However, these prices were 
relatively quick to return to normal levels (see Heigermoser, 2022).

Figure 2
Countries at “critical high risk” of food insecurity

Note: Wheat accounts for more than 20% of total per capita calorie intake 
(2019), import dependence accounts for more than 30% (2018–2019), 
and imports from Russia and Ukraine account for more than 30% (2018–
2020).

Source: FAOSTAT, UN Comtrade, World Bank. Authors’ representation.
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rary export restrictions on fertiliser.8 However, it should be 
noted that fertiliser prices had been rising since 2020/21 
and at the end of 2021 (26 November 2021), the index was 
at 1,118 points, which is not far below the current level.

Impact of grain shortages

Despite tensions on the export market, no physical short-
ages are expected in terms of global wheat supply. Fur-
thermore, import destinations are mostly not expected to 
face shortages.

Russia has largely resumed exports via the Black Sea (Reu-
ters, 2022a). However, as a result of sanctions, the US Depart-
ment of Agriculture (USDA, 2022a) projects Russian wheat 
exports to fall by 8.6% (three million tonnes) below original 
forecasts for the 2021/22 marketing year. Financing restric-
tions and increased marine cargo insurance requirements are 
furthermore aff ecting shipments (Farm Futures, 2022a). How-
ever, agricultural products are exempt from the latest round 
of sanctions announced by the EU Commission banning 
transportation through EU territory and access to EU ports. 
Accordingly, Russian wheat shipments are expected to be 

8 Russia imposed a two-month export ban on ammonium nitrate to 
control domestic prices on 8 February 2022. Nevertheless, Brazil im-
ported about 900,000 tonnes of potash fertilisers from Russia since 
the beginning of the war. Furthermore, the permit procedures for 
exporting NPK fertilisers, which were introduced in December 2021, 
have been extended until the end of 2022. Russia’s measures followed 
China’s export ban on phosphate fertilisers, which is to last until June 
2022. In addition, supply diffi  culties arose after several international 
shipping companies stopped loading at Russia’s ports (Zinke, 2022). 
Russia is not currently expected to impose further supply restrictions, 
according to statements made by the Russian government on 5 April 
2022.

around 32 million tonnes, which is slightly lower than export 
volumes in the 2018/19 and 2019/20 marketing years, but still 
higher than most export volumes over the past 15 years.

Currently, Ukrainian corn and wheat cannot be shipped via the 
Black Sea. Although eff orts are underway to increase exports 
via rail and/or trucks travelling across the country’s western 
borders, total volumes are likely to be very low, substantial-
ly due to the signifi cant logistic challenges. Accordingly, the  
USDA has revised its original forecasts for Ukrainian corn 
and wheat exports in 2021/22 from 33.5 to 27.5 million tonnes 
for corn (down by 18%) and 24 to 20 million tonnes for wheat 
(down by 12%). Nevertheless, export volumes this marketing 
year are expected to be among the highest over the past 15 
years (Figure 4).

Additional exports from Australia, Brazil, the EU and the USA 
are expected to fi ll the supply gap left by Russia and Ukraine 
this season. Contrary to this, India, intending to increase 
wheat supplies to the world market after the beginning of 
the war, has suspended private exports of wheat on 13 May 
2022 due to the worsened harvest forecast. Despite this ban, 
Indian government still allows private exports contracted pri-
or to the ban and considers future exports to foreign govern-
ments requesting supplies to meet their food security needs. 
For example, after the ban, India shipped 61,500 tonnes of 
wheat to Egypt and has received requests from governments 
of other countries (Haq, 2022). In addition, government of-
fi cials from Egypt are holding “grain talks” with Argentina, 
France and the USA to off set potential shortages (Reuters, 
2022b). Furthermore, the ENSO Outlook (2022) predicts that 
the unfavourable weather conditions caused by La Niña will 
dissipate over major growing areas in the USA and Europe. 
FranceAgriMer and the Deutsche Raiff eisenverband likewise 

Figure 4
Russian and Ukrainian wheat and corn exports: Observed (2006/07-2020/21) and forecast (2021/22)

in million tonnes

Source: USDA. Authors’ representation.
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do not predict any problems with wheat harvests in France 
and Germany, the two major wheat producers in Europe 
(Farm Futures, 2022b, 2022c).

The USDA expects only minor downward revisions to its 
original forecasts for total volumes of wheat and corn traded 
on the world market in 2021/22 (Figure 5). For both wheat and 
corn, this is (projected to be) around 200 million tonnes. As 
such, global wheat and corn trade would still be above the 
level of previous years.

The situation remains critical for poorer, import-
dependent regions

Even if no fundamental supply disruptions are expected on 
the world grain markets (so far) this marketing year, local sup-
ply gaps are likely to remain critical or possibly worsen as a 
result of the additional price increase in 2022, especially in the 
above-mentioned countries of the MENA region and in Africa.

In 2020, an estimated 118 million more people faced 
chronic hunger than in 2019 and 161 million more people 
experienced acute food insecurity, largely as a result of 
the COVID-19 pandemic. Overall, 320 million more peo-
ple lacked access to adequate food in 2020 (World Bank, 
2022). FAO estimates that the global number of under-
nourished people could increase by eight to 13 million as 
a consequence of the war in Ukraine. Of these, some three 
million will be in sub-Saharan Africa and one million in the 
MENA region. However, it remains unclear to what extent 
these increases are the result of previous developments, 
such as ongoing supply chain disruptions caused by the 
COVID-19 pandemic (FAO et al., 2020), or a direct result of 
the Black Sea confl ict.

Supply disruptions could intensify in the medium term, 

causing further food instability in the Global South

No noticeable respite is expected for the coming 2022/23 
marketing year. As stated above, the September futures 
contract for wheat on Euronext (contract for the next 
harvest) is currently at around €350/t and the December 
contract is at €345/t. This means that trader expectations 
and uncertainties regarding the confl ict have already been 
priced in. Nevertheless, market developments in the com-
ing marketing year and beyond are diffi  cult to predict, leav-
ing room for speculation only. The major unknown variable 
is how long the confl ict will last and if, when and how peace 
will eventually be reached. This will largely determine pro-
duction and investment opportunities, market access and 
trade logistics, and the political (economic) conditions in 
the agri-food sector, especially in Ukraine and Russia. The 
extent to which these two countries will be integrated into 
international agricultural commodity markets in the future 
will also play a decisive role, as well as their willingness (or 
ability) to contribute to “smooth” market operations, the 
stabilisation of international prices during high-price ral-
lies and, ultimately, to global food security. A key factor 
for Ukraine is how quickly and extensively it can rebuild its 
production and logistics infrastructure and whether it will 
have access to the sea for trade. Russia’s future partici-
pation in global agricultural trade is likely to be infl uenced 
among others by the extent of sanctions.

This will subsequently aff ect the extent and the speed with 
which other world regions adjust to the changes, both in terms 
of supply and demand, as well as international trade fl ows and 
agricultural commodity prices. Beyond this, agricultural trade 
and global food supplies will continue to be exposed to paral-

Figure 5
Global wheat and corn exports: Observed (2006/07-2020 /21) and forecast (2021/22)

in million tonnes

Source: USDA. Authors’ representation.
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lel developments and (potential) crises. These include the re-
percussions of the COVID-19 pandemic, which has been on-
going for two years now; the growing demand for imports of 
grains, vegetable oils and fertilisers, particularly in China; and 
fi nally, weather conditions in various regions of the world.

The next question is how key producers on international and 
regional agricultural commodity markets will react in high-
price phases. Many short-term eff ects can be mitigated via 
adjustments, in particular production and trade diversions. 
However, during the food price crises of 2007/08 and 2010/11, 
major grain exporters, including Russia and Ukraine, notice-
ably restricted their wheat exports by imposing quotas or 
even export bans with the aim of stabilising domestic prices 
as much as possible and generating tax revenues. Supply on 
international markets was restricted, international prices rose, 
further increasing the strain on consumers, especially in im-
port-dependent developing countries (Svanidze et al., 2019). 
The Russian government furthermore introduced export re-
strictions on grains in response to price spikes in 2020,9 and 
the Ukrainian government restricted vegetable oil exports to 
stabilise domestic consumer prices (Heigermoser and Glau-
ben, 2021; Svanidze et al., 2021). Similar trade barriers were 
also observed in other countries (Laborde and Mamun, 2022).

At present, it cannot be ruled out that Russia or other export-
ing countries will extend or even increase wheat export restric-
tions to stabilise domestic prices and/or generate tax reve-
nues under the current – most likely persisting – high prices on 
world markets. However, a complete export ban like the one 
imposed in 2010/11 as a result of poor harvests in the country 
seems rather unlikely at present. In particular, in anticipation of 
continuing economic sanctions, an infl ux of export revenues is 
needed, especially since the crop outlook is good but there is 
limited domestic storage capacity (Nasdaq, 2022).

A complete export ban and the resulting supply shortages 
coupled with higher grain prices would mostly hurt import-
dependent regions, for example in Africa and Southeast Asia, 
who still exhibit a rather neutral position towards the confl ict, 
while major wheat suppliers in the EU and North America 
would benefi t greatly. It therefore appears very unlikely that 
Russia would impose massive export restrictions to provoke 
food insecurity in the import-dependent Global South and 
trigger waves of refugees to Western Europe or the USA, as is 
sometimes reported in the media. This would not be a viable 
geopolitical strategy, as supply and demand adjustments in 

9 In addition to the export quota, which was introduced in 2020 in re-
sponse to the COVID-19 pandemic and extended in 2021 and 2022, 
Russia imposed an export tax in July 2021, which taxes export prices 
above $200/t at a rate of 70%. However, on 15 February 2022, a fl oat-
ing export tax was implemented: If the price is between $200 and 
$375, the old rule applies; if the price exceeds $375 ($400), the price 
diff erence above $375 ($400) is taxed at 80% (90%) (USDA, 2022b).

other regions would largely compensate for supply shortfalls 
in the medium term. In addition, experience from the political 
unrest of the Arab Spring shows that waves of refugees from 
MENA countries did not fl ow into Europe despite massive 
bread price increases in 2007-2011. In this respect, it is more 
likely that Russia will increasingly apply export quotas or ex-
port tariff s to ensure, that enough wheat is available on the 
domestic market to stabilise domestic prices, and at the same 
time suffi  cient quantities of grain can be exported.

Price spikes on international grain markets combined with 
(possible) supply restrictions by major players often trigger re-
actions from other exporting nations (Djuric et al., 2015; Götz 
et al., 2013, 2016). For example, the current panic on interna-
tional grain markets spilled over to the domestic market in Ser-
bia, one of the major grain suppliers in the Western Balkans, 
leading to an increase in domestic prices. In order to stabilise 
domestic prices, the Serbian government consequently im-
posed an export ban on grains and corn on 10 March and on 
refi ned sunfl ower oil on 17 March. Similar reactions were ob-
served, for example, in Hungary and Kazakhstan.

China is a diff erent story. Although China is largely self-suffi  -
cient in wheat, it nevertheless eased existing import barriers 
to Russian wheat as early as 24 February 2022, in order to 
be able to meet domestic demand through storage and price 
stabilisation. China’s increased demand is also expected 
to lead to higher prices on international markets. China has 
been trying to strategically diversify its imports for some time 
now. High corn imports, which so far mostly originated from 
Ukraine, are likely to be supplemented from the USA. Simi-
lar developments can currently be observed for most strate-
gically important agricultural raw materials. Here, too, further 
intensifi ed trade relations with North and South America are 
expected.

Overall, as long as major grain suppliers do not disrupt mar-
kets by imposing strict export restrictions, the war in Ukraine, 
ceteris paribus, is not expected to have a major impact on the 
global trade volume, i.e. global supply and global demand for 
key agricultural commodities in the coming 2022/23 market-
ing year. However, international agricultural production and 
trade fl ows may have to reorganise, which might lead to higher 
costs of global agricultural trade fl ows. Prices are likely, ceteris 
paribus, to rise or remain high with consumers in developing 
countries in particular forced to bear the burden. For Europe-
an agriculture and consumers, no major eff ects on food sup-
ply are expected in the medium term.

Openness to global trade is needed to cope with the 

crisis

The current confl ict exposed and exacerbated tensions on 
international agricultural commodity markets existing amid 
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the COVID-19 pandemic. Import-dependent countries 
with low per capita incomes are particularly vulnerable to 
shocks occurring amid the war in Ukraine, which further 
increase their risk of food insecurity. To overcome the chal-
lenges of potential food shortages, agricultural markets 
must be internationally open and competitive, and global 
supply chain structures must be in place to facilitate global 
trade. This would result in more resilient food markets and 
help mitigate the risk of food shortages by compensating 
for supply disruptions in one region with supply adjust-
ments from another.

The smooth fl ow of goods across international borders is 
key to achieving and maintaining global food security, even 
in times of crisis. It is therefore advisable in the short term to 
reduce bureaucratic and tariff  barriers to trade. An example of 
this is the Green Corridor, established in 2020 as a response 
to the COVID-19 pandemic, which facilitated cross-border 
trade between Western Balkan countries including Serbia, 
North Macedonia and Albania. Likewise, international busi-
ness relations should be further diversifi ed, although this may 
come at a cost. Currently there is no reason to panic buy or 
increase export controls on world grain markets in the com-
ing marketing year, as markets appear to be calming. In ad-
dition, pressure should not be placed on import-dependent 
countries to stop wheat imports from specifi c regions, in par-
ticular Russia. Rather, targeted political eff orts are needed to 
ensure that Ukraine and Russia remain integral parts of the 
world agricultural trading system. Their high production and 
export potential (Svanidze and Götz, 2019a, 2019b) remain 
important for combatting hunger in the Global South. This is 
especially true when global supply chain disruptions, such 
as those caused by the COVID-19 pandemic, or supply risks 
from other regions of the world endanger the food security of 
growing populations in import-dependent countries.

Last but not least, the current crisis must not be used as an 
excuse to once again bring about further large-scale reform 
of the European or global agricultural system – of any kind. 
While health and environmental aspects have to be part of 
agricultural production systems and supply chains, the 
planned-economy nature of the EU taxonomy as part of the 
European Green Deal is not the way to go about it. This will 
only lead to a shortage economy and invalidate achievements 
of market-oriented food systems of the past decades. Calls 
for ad hoc transitions to (more) closed food economies in 
the name of food security are likewise not advisable, as this 
would remove players from international markets, potential-
ly lead to food shortages in many countries and take focus 
away from environmental and health-related issues. Instead,  
(unbureaucratic) actions are necessary to facilitate adapta-
tion, innovation and resource-effi  cient processes along glob-
ally integrated agricultural production and supply chains, and 
ultimately promote growth and international trade.
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The outbreak of war in Ukraine has impacted many 
spheres of political, economic and social life. In par-
ticular, the fl ight from war zones drastically changed the 
migratory situation in Ukraine itself as well as in many 
countries of the EU, including Poland. Poland is playing 
the most important role among the countries receiv-
ing war refugees from Ukraine,1 with around 3.5 million 
persons who arrived in Poland between 24 February 
and mid-May 2022. As we show in this article, this phe-
nomenon is due not only to geographic factors (com-
mon border) but also due to the long-lasting tradition of 
(labour) migration between Ukraine in Poland. This not-
withstanding, the unprecedented infl ow of war refugees 
clearly raises questions about future developments and 
challenges related to the presence of Ukrainian citizens 
in Poland. This contribution presents an attempt at es-
timating the possible future stocks of immigrants from 
Ukraine in the country and points out related challeng-
es. For obvious reasons, this attempt is subject to great 
uncertainty. However, the presented scenarios indicate 
that regardless of developments on the front line, we 
have to reckon with the fact that the number of immi-
grants from Ukraine in Poland will be signifi cantly higher 
in the coming months (or maybe years) than at the begin-
ning of 2022, and this poses certain challenges for pub-
lic services and public institutions in Poland. We show 
that labour immigration to Poland, the crisis on the Pol-

1 We use the term “war refugees from Ukraine” so as to adequately re-
fl ect their specifi city. These people are not granted refugee status un-
der the 1951 Geneva Convention, and most of them also do not intend 
to apply for one of the forms of international protection. Therefore, it 
was necessary to fi nd another term for their status in the European 
Union. The proposed term includes very diff erent categories of peo-
ple, both Ukrainian citizens and foreigners who, at the outbreak of the 
war, were on the territory of Ukraine and left it by crossing the border 
with, for example, Poland. Thus, citizenship does not matter here, but 
only the fact of leaving Ukraine after 24 February. In this article, we 
use the term “war refugees from Ukraine”, but unless otherwise indi-
cated, we only refer to Ukrainian citizens.

ish-Belarusian border, and an infl ux of war refugees from 
Ukraine changed the status of Poland from a typical 
emigration country to an immigration one, without go-
ing through the intermediate phase, i.e. the emigration-
immigration status. On top of that, in the second half of 
2021 and the fi rst half of 2022, Poland and refugees were 
a focus not only in the media but also in political discus-
sions at the highest levels. This will have, both in the me-
dium and long term, a huge impact on the perception of 
Poland in the world and could be (and possibly will be) a 
subject of internal political debate.

The fi rst section of this paper discusses the contextual 
issues that, in our understanding, explain the patterns 
of recent infl ows and allow for the understanding of the 
reception practices. The second section presents the 
process itself and provides the fi rst estimates of future 
stocks of Ukrainian immigrants in Poland. In the conclud-
ing section, we look at the most important challenges 
faced by Poland as a destination country and by war ref-
ugees themselves.

Contextual issues

The recent infl ow of Ukrainians fl eeing the war zones to 
Poland is, by all means, an unprecedented event. This 
section examines several contextual factors that, fi rstly, 
explain, to an extent, why Poland is the major destination 
country and, secondly, help predict and understand the 
development of Ukrainian migration and the presence of 
Ukrainians in Polish society in the future. It is important 
to note that, just a decade ago, Poland was not an im-
migration country. On the contrary, due to the post-2004 
mass mobility to the West, the migration balance of the 
country was negative (Górny et al., 2010; Okólski, 2012; 
King and Okólski, 2018). Particularly if long-term immigra-
tion is considered, the infl ow of immigrants to Poland was 
very limited. According to the 2011 population census, the 
total number of foreigners staying in the country was es-
timated at approximately 100,000. Just seven years ago 
(in 2015), Poland was ranked as one of the last among EU 
member states in terms of the share of immigrants in the 
total population. Immigration to Poland also had several 
important qualitative features, starting with a very limited 
number of source countries (with a clear majority of post-
Soviet countries and Ukraine as the most important coun-
try of origin), through a clear concentration in a few big 
agglomerations (with Warsaw and the Mazowieckie re-
gion playing a central role). It also had predominantly tem-
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porary or even circular mobility (Górny and Kaczmarczyk, 
2019; Górny et al., 2010).

This picture changed substantially after 2014, i.e. after the 
fi rst war in the eastern part of Ukraine. In a very short time, 
Poland became a European leader in newly issued resi-
dence permits and even a global leader when the seasonal 
foreign workforce was taken into account. According to 
available estimates, the stock of immigrants in Poland has 
increased from around 100,000 in 2011 to more than two 
million in 2019 (Statistics Poland, 2020). Ukrainian citizens 
represented the majority of this population, and certainly, 
the radical change in the migration situation in Poland is 
attributable to the infl ow from this country. This was pos-
sible only because of an interplay of factors operating on 
two sides of the process (Górny and Kaczmarczyk, 2018, 
2019; Górny, 2017). First of all, the 2014 Russian invasion 
of eastern Ukraine and the related socio-economic devel-
opments in Ukraine created a large migration potential. 
Nonetheless, the “transformation” of Poland into a country 
of immigration occurred due to its fast economic growth 
and related, persistent (and growing) demand for labour 
in the Polish labour market. As a result, and contrary to 
expectations of some observers, the potential mentioned 
above did not transform into humanitarian migration. 
Rather, Poland experienced a mass increase in labour 
migration, particularly based on a simplifi ed procedure, 
which made Poland one of the most liberal regimes in 
terms of the employment of foreigners (additionally, being 
a fast-growing recruitment sector also contributed to the 
increase in the scale of labour migration).

There are several structural characteristics of pre-2022 
war migration from Ukraine to Poland that are highly rel-
evant in the context of recent infl ows:

• Already before the war, there was a substantial group 
of Ukrainians working/residing in Poland that can be 
estimated at around 1.35 million (based on the Central 
Statistical Offi  ce’s data); this group was mostly male 
and comprised of predominantly economically active 
persons (over 95% of the total).

• Ukrainian immigrants clearly dominated in the case of all 
possible channels of infl ow into the Polish labour market; 
if we consider three major channels of infl ow over the pe-
riod 2018-2021, Ukrainians made up 88% of declarations, 
71% of work permits and 98% of seasonal work permits.

• Immigration – including migration from Ukraine – has 
been more equally distributed across the country than 
in the pre-2014 period, with immigrants being present 
in almost all regions of Poland (with a few important 
concentration centres – big agglomerations).

• Due to specifi c forms of migration, i.e. temporary or 
even circular mobility between Ukraine and Poland, the 
two countries were connected through well-developed 
transportation routes (and Poland and the Polish la-
bour market could be described in terms of well-trod-
den social and economic spaces).

• As in many similar cases, such a massive migration 
was possible not only due to the active involvement of 
formal and informal recruiters but also because it was 
strongly driven by well-developed migrant networks 
(Kindler and Wójcikowska-Baniak, 2019).

• Despite the increasingly common presence of Ukrain-
ians in the Polish labour market, the scale of economic 
and social/cultural tensions remained at relatively low 
levels. This can be attributed mainly to very positive 
developments in Poland’s economy and a fl ourishing 
labour market, with the lowest levels of unemployment 
recorded since the systemic change in 1989 (Duszczyk 
and Matuszczyk, 2018).

It is important to note also that the substantial infl ow of 
immigrants to Poland took place in practice without a co-
herent and (clearly) articulated migration policy. In 2009, 
the Polish government attempted to create a coherent 
strategic document. Such a document was accepted 
in 2012, but it has been rejected by the government that 
came to power in 2015, without replacing it with a new 
one (until today). It can be concluded that the migration 
policy pursued in Poland is highly dispersed and continu-
ously focuses on liberalising access to the labour market. 
As a consequence, before the 2022 war and the massive 
infl ow of war refugees from Ukraine, there was no general 
integration policy in Poland (except measures dedicated 
to refugees, but this group constituted a very small share 
in the total number of persons arriving in Poland).

Ukrainian migration to Poland after the Russian 

invasion

The war initiated by Russia against Ukraine in February 
2022 has resulted in the largest refugee migration in Eu-
rope since World War II, estimated by UNHCR (2022) at 6.3 
million persons. In the fi rst two months, almost 3.5 million 
war refugees crossed the Polish border, of which over 95% 
were Ukrainian citizens. Figure 1 presents the scale of the 
border traffi  c between Ukraine and Poland and points to a 
remarkable increase in the scale of mobility in the fi rst two 
to three weeks after the outbreak of the war.

Figure 1 shows that most of the infl ow is the consequence 
of the fi rst few weeks since the war started. The cumula-
tive outcome of this migration is over 3.46 million infl ows 
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and over 1.39 million outfl ows. Figure 2 presents the 
weekly changes in the number of infl ows and outfl ows 
and shows that since early May, there is an apparent ten-
dency to move out of Poland rather than to leave Ukraine 
and arrive in Poland. Additionally, the volatility of both in-
fl ows and outfl ows is very high, which refl ects changing 
war-related realities, but also points to the fact that we are 
dealing with a highly mobile population that is inherently 
interested in returning to their places of origin (if only pos-
sible). This mobility pattern resembles to some extent the 
reality of pre-war migration between Ukraine and Poland, 
which comprised large numbers of temporary migrants 
and circulants moving between the two countries regu-
larly. We still lack data to estimate the scale of the phe-
nomenon, but anecdotal evidence shows that some of the 
labour migrants continue their trips despite the war.

The above-mentioned numbers (almost 3.5 million arriv-
als in Poland) equalled more than 60% of all border cross-
ings with Ukraine’s neighbours. At the same time, more 
than 1.3 million people left for Ukraine during the period 
under consideration. Among them, there were about 
50,000-60,000 people who had lived in Poland before the 
outbreak of war and returned to Ukraine to join the army 
or territorial defence. This means that the net fl ows of war 
refugees crossing the border were about 2.2 million. It 
does not mean, however, that so many people arriving in 
Poland were still in the country at the end of April 2022. 
Those who only passed through Poland on their way to 
other countries, especially the European Union and – to a 
much lesser extent – Canada, the USA or Israel, should be 

subtracted from this total fl ow. Based on available register 
data from receiving countries, this number can be esti-
mated at 800,000 people.2 At the same time, we also dealt 
with arrivals of war refugees to Poland from Ukraine who, 
after a short stay in other countries (mainly EU countries), 
decided to move to the country which is relatively close 
in cultural and linguistic terms (leaving aside the natural 
tendency for staying as close to the border with Ukraine 
as possible). Their number can be estimated at 70,000-
80,000.3 Summing up, the number of war refugees who 
were staying in Poland at the end of April 2022 can be 
estimated at 1.4-1.55 million people (we will use the latter 
estimate for further assessments).

The infl ux of war refugees from Ukraine has one very im-
portant feature. Those crossing the Ukrainian border with 
EU member states and Moldova are immediately covered 
by the provisions of the Temporary Protection Directive,4 
which grants them numerous rights. In principle, it makes 
the status of war refugees from Ukraine similar, but not the 
same, as that of EU citizens in terms of rights under the free 

2 This number was obtained by adding the numbers (presented in of-
fi cial statistics or during government press conferences) from coun-
tries not bordering with Ukraine.

3 This number was cited by the Polish government when the law on help 
for Ukrainian citizens of 12 March 2022 was amended.

4 Council Directive 2001/55/EC of 20 July 2001 on minimum stand-
ards for giving temporary protection in the event of a mass infl ux of 
displaced persons and on measures promoting a balance of eff orts 
between member states in receiving such persons and bearing the 
consequences thereof.

Figure 1
Daily border traffi  c between Ukraine and Poland, 

24 February - 19 May 2022

in thousands

Note: Including non-Ukrainian citizens.

Source: Own elaboration based on the Border Guard data.
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Figure 2
Weekly changes in daily border traffi  c between 

Ukraine and Poland, 24 February - 19 May 2022

in %

Note: Including non-Ukrainian citizens.

Source: Own elaboration based on the Border Guard data.
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movement of persons. This is the fi rst time in EU history 
that the Directive’s provisions have been put into practice.

The estimations based on border crossing data can be sup-
plemented with early information on the registration pro-
cess, as Ukrainians are expected to register to obtain the 
Polish ID number (PESEL), necessary to get access to pub-
lic goods and services. As of 15 May, the number of regis-
tered persons was as high as 1.1 million (see Table 1), with 
a very specifi c demographic structure: over 47% children 
(persons aged 0-18), with a majority of them (34% of the 
total) aged 3-14, 42% females (at working age) and roughly 
7% elderly (persons at retirement age, defi ned as 60+ for 
females and 65+ for males). Places of registration clearly 
refl ect the locations of the biggest Polish agglomerations, 
with Mazowieckie (20% of the total), Śląskie (10%) and 
Dolnośląskie (10%) playing the most important role. The 
Polish Ministry of Family and Social Policy reports that so 
far around 160,000 adult war refugees have already entered 
the Polish labour market (Business Insider Polska, 2022).

Other data is scarce and very incomplete. For this rea-
son, we refer only to the data provided by the city council 
of Warsaw (as the city that has received the largest num-
ber of war refugees). According to the available data, the 
number of persons who arrived in Warsaw was as high 
as 700,000 (as of 24 April 2022). Out of these, approxi-
mately 300,000 persons were still staying in the city, and 
around 100,000 registered to obtain their ID number. The 
majority of persons who arrived in Warsaw have found 
shelter in private fl ats/homes, and the number of per-
sons in temporary housing was as high as 90,000 (cu-
mulated number). The scale of the challenge faced by 
the local administration is visible through the number of 
children staying in Warsaw, estimated at 150,000, which 

massively increased the number of children of school 
age in the city. Out of those, roughly 16,500 have already 
been integrated into the schooling system (data courte-
sy of Warsaw City Council).

Outlook

We are perfectly aware of how diffi  cult it is to predict the 
future of Ukrainian war refugees in Poland (and other 
countries). Their numbers – as well as the number of those 
returning to Ukraine – mainly depend on war-related de-
velopments and the future reconstruction of the country. 
Additionally, one may select other criteria defi ning par-
ticular scenarios (e.g. EU policy, socio-economic situation 
in Poland, attitudes towards war refugees). The main aim 
of the exercise provided in this section is to estimate the 
scale of possible challenges Poland will expectedly face.

We estimate the scale of Ukrainian presence in Poland in 
April 2022 at approximately 2.9 million. Importantly, this 
number is a sum of two sub-populations: those persons 
who were staying in Poland before the war (around 1.35 mil-
lion) and those who arrived since then (around 1.55 million, 
as discussed above). This is a key remark, as our further es-
timates refer not only to the recent infl ows but also to those 
persons who were/are unable to return to Ukraine because 
of the war and, as a consequence, are also experiencing the 
impact of the situation in Ukraine. Due to the very special 
demographic structure of the newly arrived war refugees, 
we estimate that the total population is drastically diff erent 
from typical labour migration as observed before the war, 
i.e. 40% women (aged 18-65), 26% children and 2% elderly.

In the next step, we consider three main hypothetical sce-
narios (numerical estimates are presented in Figure 3 – 
please note that these are rough estimates only based on 
certain assumptions concerning the main demographic 
groups). In all cases, we consider the short/medium term, 
i.e. we are estimating the stock of immigrants from Ukraine 
in the next 12-20 months, i.e. until the end of 2023.

In the fi rst scenario (long continuous war, mostly on a re-
gional level), we expect the continuation of the confl ict 
(with varying intensity, scope and scale of activities) for 
the next several years, i.e. similar to the war over Donbas 
and Luhansk after the Russian aggression of 2014. This 
would mean that within the next 18 months, (large) parts 
of Ukraine will still be under threat. This will result in a 
continuous fl ow of refugees, but also economic migrants 
to Poland. There will certainly also be numerous tempo-
rary and permanent returns to regions not aff ected by the 
war, mainly western Ukraine. It should be assumed that, 
as a result of the continuation of the confl ict, which will 
have diff erent phases of calming down and intensifi ca-

Table 1
Demographic structure of war refugees who 

registered to obtain the PESEL number in Poland

Note: Data as of 15 May 2022. PESEL is a personal identifi cation number.

Source: Own elaboration based on the PESEL register.

Number of 
war refugees

Share (%)
 of total

Children (aged 0-18) 519,567 47.35

Working age 503,071 45.85

Female 460,361 41.96

Male 42,710 3.89

Retirement age 74,579 6.80

Female 63,878 5.82

Male 10,701 0.98

Total 1,097,217 100.00
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tion of fi ghting, the economic situation in Ukraine will be 
bad, which will stimulate more intensive economic migra-
tion than in the past. This means that the structure of the 
infl ow may change, with an increasing share of men and 
older people (we assume that the ban on leaving Ukraine 
by men aged 18-60 will be signifi cantly liberalised or even 
lifted). Presuming factors infl uencing fl ows and patterns 
of residence of particular demographic groups are as de-
scribed above, this scenario implies that about 3.1 million 
Ukrainians will reside in Poland in the medium term (eco-
nomic migrants who came to Poland before outbreaks of 
the war and war refugees). Considering the assumptions 
described above, we can conclude that the demograph-
ic structure will be as follows: 24% children, about 37% 
women and 37% men (at working age). About 72% of 
people will be of working age, which means that the age 
structure would be similar to the one we have now.

In the second scenario (a quick and lasting peace), one 
should assume a quick (by autumn) conclusion of peace, 
which will stabilise the situation in the short run and will 
also bring relatively favourable conditions for Ukraine (ter-
ritorial, reparations, possibilities of joining the EU, etc.) 
in the medium and long term. It would mean a relatively 
large reduction (during the 12 months following the sign-
ing of the peace agreement) in the stock of women and 
children, some outfl ow of men (including those residing in 
Poland in the pre-war period), and a stable stock of elder-
ly people. In this scenario, it should be assumed that the 
number of Ukrainian citizens staying in Poland will stabi-

lise at around 1.75 million, of which 1-1.25 million would be 
“pre-war” immigrants (mainly males) and 0.5-0.75 million 
war refugees would transform into “post-war” immigrants 
(mainly females, children and the elderly, to a large ex-
tent family members of those staying in Poland before the 
war). It should be assumed that mainly people from east-
ern Ukraine will stay in Poland, since the destruction of 
the infrastructure is the greatest there, and reconstruction 
will take the longest. The demographic structure would be 
as follows: 11% children, about 37% women and about 
49% men. The economically active adult population 
would account for about 86%, which would mean a grad-
ual but rather slow return to the structure of the popula-
tion residing in Poland before the outbreak of war (share 
of economically active persons: over 95%).

The third scenario is – at the level of assumptions – similar 
to the previous one, but we assume that the war will also 
lead to greater destruction in western Ukraine, whereas a 
peace agreement will be signed earlier than assumed in 
scenario one. This means that regardless of the conditions 
of the assumed peace, an additional infl ux of children, the 
elderly and women should be expected, as well as a pos-
sible outfl ow of men (ongoing fi ghting, reconstruction of the 
country after signing the peace agreement). In this variant, 
one should assume an increase in the number of Ukrainians 
in Poland to around 3.4 million (by the end of 2023). This is 
due to the potential devastation caused by the prolonged 
war and the partial integration of Ukrainians into Polish 
society, which would encourage part of the population to 
remain in Poland for longer. The demographic structure 
would be as follows: 32% children, 40% women and about 
25% men. The economically active adult population would 
account for about 65%, due to the increased proportion of 
minors compared to the pre-war (or even baseline) period.

Scenarios two and three should assume signifi cant invest-
ment to rebuild damaged infrastructure, fi nanced either by 
international aid or reparations. If the funds for this purpose 
are substantial, it may cause an exodus of workers currently 
employed in the construction industry in Poland. However, 
it is diffi  cult to assume that Ukraine’s GDP will quickly return 
to pre-war values. Therefore, labour immigration to Poland 
and other EU countries will be higher than before the war 
(with higher shares of females). There will also be a reuni-
fi cation of families that are now separated, especially from 
areas where Ukrainian control will not be restored or bor-
dering them, as well as those most damaged by war. The 
end of the war refugee/humanitarian immigration should be 
assumed in this scenario. The period of temporary protec-
tion in the EU, granted based on the 2001 Temporary Pro-
tection Directive, is likely to end. An EU Council decision will 
be required. Numerous actions by the Ukrainian govern-
ment to induce emigrants to return can also be expected.

Figure 3
The future stock of Ukrainian immigrants in Poland, 

possible scenarios

in millions

Note: Scenario I is a long continuous war, mostly on a regional level; Sce-
nario II is a quick and lasting peace; Scenario III is similar to Scenario II, 
but it is assumed that the war will lead to greater destruction also in the 
west of Ukraine, but a peace agreement will be signed earlier than as-
sumed for Scenario I.

Source: Own elaboration.
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In another scenario, which is currently unlikely and un-
welcome but cannot be completely ruled out, Russia 
gains military advantage and eventually occupies much 
of Ukraine’s territory. Ukrainian citizens, knowing what 
happened in Bucha, Mariupol and other cities/territories 
occupied by Russia, fl ee en masse to Poland and other 
European countries. In such a scenario, the number of 
refugees could even exceed ten million, of which about 
60% would stay for some time in Poland. In this scenario, 
all existing assumptions would have to be changed. Po-
land and the European Union would be hit by a humani-
tarian crisis that would require a massive relocation within 
the EU. It would be crucial to provide basic needs in the 
form of housing, food, medical care, etc. However, this 
scenario is not explored further within this article.

As shown in Figure 3, all three scenarios considered 
would mean a substantial increase in the number of 
Ukrainian citizens residing in Poland as compared to the 
pre-war situation, however, the scale of this presence var-
ies depending on the scenario. Diff erences lie not only in 
the scale of the process but also in its structural features 
with scenarios one and two linked to a signifi cantly higher 
presence of children (and elderly).

Challenges ahead

Long-term stays of war refugees in Poland, depending on 
the presented scenario, will generate numerous challeng-
es in the fi eld of social services, which must be prepared 
to serve a larger number of people. This is the issue we 
discuss in this fi nal section.

We believe that in each scenario, the key challenge is to 
provide housing infrastructure. It is unsustainable (even in 
the short term) for war refugees to live mainly in private 
houses or apartments and this has become a common 
“reception practice” in the fi rst weeks of the war. While the 
challenge is easier overcome in the summer months, by 
autumn it will be an absolute priority. The solution to the 
situation would be relocation within the EU, within Poland, 
and the construction of modular housing estates, in which 
people who do not have an apartment would be able to 
spend autumn and winter. In the absence of immediate 
actions or the case of an additional infl ux of war refugees, 
it may be necessary to build large reception centres (as in 
the fi rst phase of the infl ow) or centres of temporary stay.

In scenarios one and three, it will be a massive challenge 
to provide education and care to children from Ukraine 
residing in Poland. In an extreme situation, there could 
be as many as one million children in need of care and 
education. Without it, it is diffi  cult to expect most moth-
ers or family members performing care functions to be 

able to take up employment. Therefore, it is necessary to 
prepare extraordinary solutions based on a few models 
(in fact, all of the models are already functioning – to a 
limited extent of course). In the fi rst one, Ukrainian chil-
dren will continue to follow the Ukrainian curriculum, and 
the goal of the government and local governments will 
be, on the one hand, to provide infrastructure for distant 
learning and, on the other, to recognise the qualifi cations 
of Ukrainian teachers residing in Poland and to create 
Ukrainian school classes, particularly in big cities. In 
the second model, preparatory classes can be created 
to help Ukrainian children get ready for entry into Pol-
ish schools next year. In the third model, directed only at 
those children from Ukraine who have a suffi  cient com-
mand of the Polish language, the possibility of attend-
ing Polish schools on the same terms as Polish children 
should be created. The decision to choose a given mod-
el should be left to parents (but be conditional on the 
command of the Polish language).

All three scenarios described in Figure 3 show that the 
presence of elderly war refugees, who presumably re-
quire regular medical care, is limited. However, even if 
numbers of elderly are not high, this is a completely new 
phenomenon in Poland as before the war as many as 97% 
of the total stock of immigrants constituted persons of 
working age. Furthermore, the Polish health system has 
been strongly aff ected by the pandemic and many peo-
ple have postponed their medical care. Meanwhile, an 
additional one to two million people are now entitled to 
use the health care system, and this will surely create se-
vere challenges (both in terms of general and specialist 
health care). Considering additional risks resulting from 
the COVID-19 pandemic, it may be necessary to ask other 
member states for support to provide temporary hospi-
tals and to post doctors in Poland for a certain period. 
Solving communication problems will also be crucial.

As we showed in the fi rst part of this text, the presence 
of Ukrainians in the Polish labour market was signifi cant 
already before the war. It can therefore be assumed that 
there should not be a problem with employing another 
several hundred thousand people (and this is already par-
tially confi rmed by the fact that almost 150,000 newly ar-
rived war refugees have entered the Polish labour market). 
Unfortunately, such a perspective can be too optimistic. 
As mentioned in the previous section, the recent infl ow 
comprises mainly women with children, while before the 
war, Ukrainians had been employed in Poland mostly in 
male-dominated occupations. Thus, we may be dealing 
with mismatches in terms of skills available and the needs 
of the labour market. This will require a very high level of 
training and retraining off ers tailored to the professional 
profi le of Ukrainians. Moreover, it will be necessary to em-
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ploy additional measures to prevent threats such as ex-
ploitation in the workplace, bullying or sexual harassment 
as those may be expected considering the scale of the 
phenomenon and low bargaining power of war refugees.

Preventing confl icts that may occur between Ukrainians 
and Poles is also a very important challenge. Such a large 
infl ux of foreigners aff ecting the daily life of the host so-
ciety has the potential to cause confl icts. Even though in 
the short term, due to the uniqueness of the situation, ten-
sions can be easily avoided, they will certainly emerge in 
the medium and long term. Especially people using public 
services may experience a deterioration in the standard 
of living due to the presence of a signifi cant number of 
war refugees, who will also be entitled to benefi t from 
state support. A similar situation may also take place in 
the labour market, with possible adverse eff ects, particu-
larly on the local scale. These risks should be identifi ed, 
monitored and addressed through well-tailored public 
policies, including communication campaigns.

The issue of migration has for many years been included 
on the list of key political topics both nationally and in-
ternationally. The infl ow or outfl ow of people to or from a 
given country is the axis of dispute in virtually every elec-
tion campaign. Thus there is a risk that the presence of 
war refugees in Poland could easily become the subject 
of tense political debate, with all the accompanying nega-
tive consequences.
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Globalisation has brought large benefi ts: It has reduced 
poverty at an unprecedented pace, opened up new pos-
sibilities, and led to more diverse and cheaper products. 
But it has also led to problems such as greater inequality 
in rich countries due to job losses in old industrial regions, 
a necessity for change in education and occupations, and 
international monopolistic fi rms exerting a great infl uence 
on politics. The division of labour has led to new depend-
encies, with fi rms producing intermediate products for 
distant customers. Technologies have changed, requiring 
new resources and rare metals. Supply chains have be-
come longer, increasing the danger of disruptions.

At the same time, recent developments have led to a call 
for a new type of globalisation requiring better rules that 
force fi rms to take responsibility for their input chains. 
It has become clear that free riding on climate and so-
cial policy issues should be prevented, whether through 
carbon border taxes or emissions trading. International 
courts should be less dominated by rich countries and 
should follow World Trade Organization supervision. This 
has been called “responsible globalisation” or the “end-
of-fast-track globalisation”.

The war in Ukraine has created a new context and made 
rapid changes necessary, especially if the old problems 
are not to be exacerbated. As with any radical new situ-
ation, it can either become a turbo mechanism for reform 
or an excuse for delaying the necessary changes that are 
unpopular among lobbies and vested interests. We argue 
that this presents an opportunity that should be taken, and 
the temptation to return to past policy should be avoided.

Globalisation will change

The share of people living in absolute poverty as defi ned 
by a monetary boundary of one or two dollars’ income 

per day has declined rapidly – it was halved much faster 
than envisaged by the Millennium Development Goals. 
This initially happened primarily in Asia, then later in 
other emerging countries, and most recently – limited 
by large population growth and increasing droughts – in 
Africa.

Growth in poor countries has been higher than in rich 
ones, with the US maintaining its lead in GDP per capita. 
Many countries shifted production from raw materials to 
industry, which led to low-or-middle-income traps and 
cases of “Dutch disease” for those countries that did not 
use the resources provided by raw material exports to up-
grade skills and climb the quality ladder.

Higher income has not led to reduced inequality within 
nations; inequality returns in ever new forms, if it is not 
addressed by political policy. Regional inequalities in-
creased as a result of rapid globalisation, since old in-
dustrial regions felt left behind, creating fertile ground 
for populist or nationalist movements claiming past 
times were much better. Firms have been closed in old 
industrial areas, and these regions have not succeeded 
in attracting new ones. Migrants or refugees have been 
made responsible for problems (e.g. in Hungary, France, 
the UK and the US).

Climate change was acknowledged as an important 
problem but did not receive enough attention in terms of 
policy. Developing countries had no chance to limit emis-
sions due to a lack of resources and technologies. Rich 
countries claimed poorer countries should not have a free 
pass with regard to ecological concerns, as they were 
generating greater emissions per population or output. 
While the latter is correct, the assertion did not take into 
consideration that the industrialised countries had the 
technology for change and had used up the largest share 
in the storage capacity of our planet in the past.

The rewards of globalisation have often been skimmed off  
by oligarchs, rather than used to increase wages, which 
have, for example, stagnated in the US over the past 30 
years. High-income earners and the fi nancially independ-
ent have been able to escape taxation by shifting head-
quarters and profi ts into tax shelters. Strong fi rms have 
been able to demand free access to markets through in-
ternational investment compacts and courts. Reducing 
child labour and racial or gender inequality has not always 
been successful, with corrupt and autocratic governments 
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seeking to buy weapons and rich countries competing to 
provide them. Meanwhile, regional confl icts have persist-
ed and the streams of refugees, initially directed towards 
neighbouring countries, have remained substantial.

The benefi ts of globalisation have been measured by 
old GDP, though this was never a measure of welfare. 
Switching to other narrow or broader measures, such as 
life expectancy or Sustainable Development Goals, re-
vealed many benefi ts. It has become clear that democ-
racy does not automatically deepen with higher income 
or welfare. And freedom can take on diff erent forms, 
while still not being guaranteed by higher incomes and 
open trade. Rich countries always think that they are the 
leaders in democracy and freedom, even if old struc-
tures and racial confl icts remain. Leading policy groups 
can do a lot to maintain their power. The reduction of 
early deaths and the prolongation of life expectancy, in-
cluding healthy life terms, continues to be a benefi t of 
globalisation. Adding peace and free movement is also 
all-important.

Globalisation needs to be accompanied by a forward-look-
ing and responsible policy. In developing countries, this 
may mean using rewards to upgrade education, basic skills 
and innovation. Medium-income countries have to learn 
from foreign technologies and invest in vocational and high 
schools. High-income countries must invest in international 
and open universities, and industrial policy has to change 
to include the defi nition of lead industries and digitisation. 
Improving education is imperative in all groups.

The dichotomous impact of war on Europe

If we leave out the direct impact of the war in Ukraine on 
human suff ering, we see that several options exist for 
countries not directly involved in the confl ict.

Most people and nations have meanwhile realised that 
climate change is real, that it is human made, that fossil 
energy sources played an important role and that global 
warming is dangerous. Following the Paris Agreement 
and last year’s UN Climate Change Conference in Glas-
gow, many nations committed to ambitious goals that of-
fer a last chance to stop global warming at a time when 
deaths due to heat waves and erratic weather are already 
playing a larger role than deaths caused by traffi  c acci-
dents. The negative consequences of climate change are 
furthermore unevenly divided between nations that have 
contributed signifi cantly to it in the past and nations that 
have had fewer possibilities to stop it. The goals set for 
achieving climate neutrality by mid-century would require 
action. Due to the new problems created by the war, the 
climate goals have been downgraded on the agenda or 

postponed. Peace is all-important but is used as a jus-
tifi cation for fi nding new sources of fossil energy and 
further exploring the sea and other regions to fi nd liquid 
natural gas, even if this in turn requires new resources, 
emissions and long transport chains. Expenditures on 
limiting climate change have been delayed, while new im-
portance has been placed on current production along 
old paths.

We knew that we could signifi cantly save energy and 
waste, but we now realise the extent to which many na-
tions, including Germany and Austria, still rely on imports 
of gas and oil, much of which comes from Russia or its 
partners. We knew that we needed to have reserves, 
since clean energy is only discontinuously available and 
to a degree unstable, but then had to acknowledge that 
the storage capacities for gas were not even half-replete 
(and were partly owned by Gazprom).

We knew that external safety could to an extent be en-
sured by a peaceful agenda in Europe, but that NATO and 
its weapons and forces would ultimately be responsible for 
security in case of an aggression or confl ict. Many Euro-
pean countries currently feel safer as members of NATO, 
with Finland and Sweden now applying for membership. 
Other countries are trying to increase their defence expen-
ditures, even if existing expenditures are oriented towards 
past confl icts, instead of helping prevent humanitarian and 
ecological emergencies.

Europe may react by postponing necessary changes …

The economic consequences of the war could potential-
ly be used to postpone climate policy, energy saving and 
the shift to renewable energy. This includes investments 
in atomic energy – perhaps in smaller plants – as there 
is still no satisfactory solution for the storage of nuclear 
waste.

This scenario can be observed in many countries. Several 
mainstream parties have proposed cutting taxes on en-
ergy and populist parties have been able to win elections 
with strongmen. But people seem generally discontent, 
as the large shares of the population voting for both right-
wing and left-wing parties demonstrate – for example, in 
France where these parties together have been stronger 
than that of Macron and the old mainstream parties.

European countries are longing for new providers of fos-
sil energy, whether this means buying more oil from Arab 
countries, Iran or Turkey, or more liquefi ed gas from the 
US, provided additional terminals are created in Europe. 
Some have deplored the idea of horizontal drilling in Eu-
rope due to its environmental costs. There is an imminent 
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concern that Russia and Gazprom will cease to fulfi l their 
contracts.

Europe has the largest public sector relative to GDP and 
very high taxes, but also larger subsidies for fossil ener-
gy sources than for renewables. A proposal to cut taxes 
makes sense, but this should not begin with taxes on en-
ergy, which are set at a level far below their external costs, 
and planned steps to tax carbon emissions should not be 
delayed, even amid rising infl ation.

…or become more ambitious

The better alternative would be to accelerate overall en-
ergy and resource saving, while shifting further energy 
needs to renewables. We know that energy effi  ciency is 
very diff erent e.g. it is three times higher in Switzerland 
than it is in the US. The shift to renewable energy could 
happen at a much faster pace. Southern European coun-
tries can cover a large portion of their demand through 
wind and solar energy but may not have excelled in the 
fi eld of renewable technologies. France has a better 
greenhouse gas balance, but this is mainly due to its use 
of nuclear energy. New European funds for investment 
and resilience should be used much more intensively to 
shift demand to non-fossil energies, public transporta-
tion, electric cars or cycling. Power for ships and planes 
must be taxed, and innovations for better fuels are 
around the corner. Short fl ights of up to 500 kilometres 
are ineffi  cient. Public expenditures should be redistrib-
uted from subsidising energy consumption to improving 
buildings and making towns greener, while taxes should 
be reduced on low incomes.

Europe has taken some steps in this direction with its 
Green Deal and in setting earlier targets for climate neu-
trality. The Fit for 55 package looks much better than past 
plans, but the goals still lie far below the change required 
to meet the Paris target (a 55% reduction over forty years 
amounts to not much more than one percent annually). 
That any further compromises – thought as necessary 
because of a possible end to gas deliveries from Russia – 
would lead Europe further away from the Paris path is evi-
dent, but this has been forgotten by both the mainstream 
and the populist parties.

Towards a new world order

It is no consolation that Europe is not the only region taking 
steps in the wrong direction. Negative externalities – do-
mestically and around the world – are priced much lower 
than necessary, with some politicians calling for a return to 
old solutions. Ecological policy is not looking for synergies 
with social and health policy. Even in countries that have a 

long tradition of democracy, the realisation of democra-
cy is far from perfect and populistic inroads are frequent 
(Aiginger and Colcuc, 2022).

Who will act?

The old world order broke down after the demise of the 
Soviet Union. The unipolar moment for the US as a leader 
was neither accepted by other countries nor very suc-
cessful, since problems and demand are very diff erent 
and the US is not ready to take other preferences into ac-
count. China has invested signifi cantly domestically and 
around the world, always from a perspective of what was 
best for China. It is attempting to change world institu-
tions and become the fi rst socialist superpower (with am-
bitions to expand its territory, such as in Taiwan and the 
Solomon Islands).

One possibility would be a closer cooperation between 
Russia and China. Russia may wish to export resources 
eastwards, if sanctions and isolation persist after the 
Ukraine war. China is reluctant to cooperate, fearing it 
could be included in the sanctions, but will accept higher 
bilateral trade if new resources help its economy.

A closer cooperation between Europe and the US is pos-
sible in theory, but the US is focusing more on the Indo-
Pacifi c region, perhaps in the form of an extended AUKUS 
bloc (Australia, the UK and the US). Meanwhile, the UK is 
seeking to play as central a role as it did under the Com-
monwealth, which will not be easy after Brexit.

India does not wish to cooperate all that closely with Chi-
na, but has not yet decided how to proceed. It has not 
criticised Russia’s war with Ukraine, it continues to have 
problems with Pakistan, and it must manage an enor-
mous population striving for work and higher welfare un-
der a nationalist government.

Europe has been divided internally for a long time, with 
diff erences between northern and southern EU coun-
tries as well as older and newer members. And there 
has been tension between the bloc and the countries 
that wish to become members, but do not fulfi l all the 
requirements. The EU has not been able to agree on bor-
der control policies or quotas for refugees, and the ac-
cession process for the Western Balkan countries has 
been too slow. Planning a step-by-step future enlarge-
ment would be a possibility (Wieser et al., 2022).

The war in Ukraine could be a game changer. Europe 
has reacted swiftly and to an extent in a more united way 
than ever before. The member countries quickly agreed 
that Russia was the aggressor, and that NATO could 
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not interfere directly, while European countries could 
provide either weapons or humanitarian aid. Europe’s 
borders have been open to refugees from Ukraine, who 
are free to travel wherever they wish and are quickly wel-
comed in childcare facilities, schools and the work force. 
This also signals a change in overall attitude towards 
migrants, which could place less of an emphasis on the 
countries of origin in the future.

Do we need a leader and, if so, who could assume 

the role?

Some of the current problems will subside in the wake 
of the COVID-19 pandemic crisis and the war in Ukraine. 
But both of these crises have only accelerated the re-
shaping of globalisation and the formation of a new 
world order.

Europe has assumed a central role with regard to the 
Ukraine war, imposing sanctions on Russia and providing 
assistance to Ukraine, which was previously not consid-
ered possible, due to Europe’s smaller size and lack of 
internal consensus. However, this new role is indeed nec-
essary, following the retreat of the US from its position as 
the sole remaining superpower often engaging in confl icts 
without long-lasting reason and China still focusing on its 
self-centred agenda, including a zero-COVID-19 strategy. 
European countries still have diff ering positions with re-
spect to Russia (Serbia and Hungary have, for example, 
refrained from criticising the invasion of Ukraine). An EU 
off er of fast-tracked membership to Ukraine – perhaps in 
phases – would  accelerate the accession process for the 
Western Balkans (Wieser et al., 2022).

Europe can play a much stronger role in the new world 
order. It currently leads in terms of broader welfare 
measures, life expectancy, ecological sustainability and 
most Sustainable Development Goals (Aiginger and Col-
cuc, 2022). Russia has long disqualifi ed itself. The US 
has dropped out of advances in climate policy, shrunk 
its military role and hesitated in deciding on its future 
course, partly due to midterm elections and internal divi-
sions. China has hesitated to criticise Russia’s aggres-
sion in Ukraine, hoping the war will increase its chances 
of obtaining oil from Russia and distract attention from 
its territorial policies regarding Taiwan, the South China 
Sea or the Artic.

However, Europe must keep an eye on potential new 
world partners and prioritise better cooperation among 
current and future members. It should invest resources in 
fi ghting disease and preventing environmental damage in 
Africa as well as in neighbouring countries. It must focus 
on forward-looking policies, also with regard to infl ation 

or migration, and it is absolutely unacceptable to post-
pone necessary changes when a new problem occurs. 
Large and often dysfunctional taxes and government sys-
tems must be addressed.

Putin’s war constitutes a break. Europe should accelerate 
its active path of decarbonisation and partnerships with 
neighbours, rather than return to anachronistic technolo-
gies, including the import and use of fossil fuels. The pub-
lic sector can navigate this future path by imposing taxes 
on emissions and externalities while rewarding innovative 
solutions, training for young people and retraining. Steps 
can include a diff erent kind of cooperation with Russia af-
ter the war in Ukraine, for example, in the form of invest-
ments like those outlined in the Marshall Plan after World 
War II that fostered peace, reconciliation and reconstruc-
tion. This would strongly position Europe in a new world 
order, given its strength in many aspects that are neces-
sary for increasing welfare.
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The purchase of goods, services and works by governments 
and public bodies makes up a major part of the European 
economy, accounting for over 14% of European Union GDP 
(European Commission, 2022a). The fi gure varies from as lit-
tle as 4% in Portugal to around 18% in Finland (see Figure 
1). These diff erences refl ect variations in public procure-
ment structures and public service portfolios – for instance, 
whether healthcare is provided by private or public bodies 
(European Commission, 2022b).

Given this situation, an important question is whether pub-
lic procurement could and should be used more by govern-
ments to help achieve one of the top EU policy goals: decar-
bonisation.

In principle, public procurement can contribute to the green-
ing of the economy through two channels: by changing con-
sumption patterns and by changing production patterns.

Public procurement can reduce greenhouse gas emissions di-
rectly if the public sector substitutes its purchases of polluting 
goods and services with more environmentally friendly alter-
natives, i.e. changing public consumption behaviour.

Meanwhile, by actively promoting and using green public 
procurement (GPP),1 public authorities can push industry to 
develop green technologies and products (Joint Research 
Centre, 2019). This can lead to a spillover eff ect that increases 
demand for greener goods and services across the whole 
market, as a result of the creation of lead markets, innovation 
and example setting. For instance, the purchasing decisions 
of public authorities can strongly encourage (green) innovation 
by giving start-ups access to economies of scale (Mazzucato, 
2013). This is especially true for sectors in which public pur-
chasers make up a large share of the market, including public 
transport, construction, health services and education. Thus, 
public procurement can change production patterns.

How green is public procurement in Europe?

Only a limited amount of data is available on the extent of 
green public procurement in EU countries. The Tenders Elec-
tronic Daily (TED) database registers all tenders above EU 
thresholds, including whether environmental considerations 
have been taken into account. However, because of many 
missing values and the absence of a standard format, the 
numbers remain estimates.2 Figure 2 shows an estimate for 
the average proportion of green public procurement relative 
to all public procurement from 2006 to 2017, based on the TED 
database.3 It is apparent that there are major diff erences be-

1 Green public procurement is defi ned by the European Commission 
(2008) as “a process whereby public authorities seek to procure goods, 
services and works with a reduced environmental impact throughout 
their life cycle when compared to goods, services and works with the 
same primary function that would otherwise be procured”.

2 Other problems with estimating the size of green public procurement us-
ing this data source are: an estimated 25% of data is missing, misfi ling 
and the fact that there is only mandatory reporting above EU thresholds.

3 Rosell (2021) categorised public procurement as green when the selec-
tion criteria include the keywords “environment” or “sustainable” and 
their variations in all the offi  cial languages of the EU countries. This omits 
other green concepts (e.g. life cycle assessment, emission standards, 
carbon footprint) and technical tender clauses. Additionally, sustainable 
procurement diff ers from green procurement as it goes beyond taking 
the environmental impact into account (European Commission, 2022c).
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Figure 1
Public procurement expenditure as percentage of 

GDP, 2019

Note: *Data is from 2018 instead of 2019. Data for Italy, Latvia, Luxem-
bourg, Malta and Poland is missing.

Source: Bruegel based on The World Bank (2022).

Figure 2
Green public procurement as percentage of all 

public procurement by country, 2006-2017

Source: Rosell (2021).

tween countries, with the proportion ranging from less than 
0.5% in Malta to more than 15% in Denmark and France. 
Moreover, most countries only apply GPP to procure less than 
5% of their contracts.

Another approach to estimating the size of GPP is to look at 
the award criteria used in public procurement tenders. Figure 
3 shows the proportion of procedures awarded following the 
most economically advantageous tender (MEAT) principle, 
which allows contracting authorities to award the contract to 
bidders based on criteria, including green criteria,4 beyond 
only price (OECD, 2011). Other procedures are awarded to 
the bidder that meets pre-specifi ed technical requirements at 
the lowest price. Using the lowest-price criterion means, for 
example, the life cycle cost of purchased goods is not taken 
into account, limiting the opportunity for green procurement. 
In this case, a good that is low priced but has high energy con-
sumption would be chosen over a good that might be more 
expensive up front but would be preferred on sustainability 
grounds because it consumes less energy. Thus, taking into 
account the life cycle cost would create a preference for more 
environmentally friendly goods.

Figure 3 shows clearly that there are big diff erences among 
countries in the use of the MEAT principle, and there is am-
ple room for increasing the uptake of GPP. Croatia, France 
and the Netherlands make the most use of the MEAT prin-

4 Note that the use of the MEAT principle does not necessary imply that 
green criteria have been used. A non-exhaustive list of other criteria: 
quality, price, technical merit, aesthetic and functional characteris-
tics, running cost, cost-eff ectiveness, after-sales service and techni-
cal assistance, delivery date and delivery period.

ciple, while Slovakia, Lithuania and Romania all use the 
lowest-price criterion in more than 90% of procedures. Ad-
ditionally, there does not seem to be a general trend observ-
able over time.

The European Commission (2022d) provides a list of GPP 
good practices, including the use of the MEAT criterion. For 
example, the Department of Public Works in the Dutch Minis-
try of Infrastructure and the Environment uses two methods to 
monetise the environmental impact of infrastructure projects 
in the award criteria (European Commission, 2013). First, bid-
ders are required to make use of an environmental assess-
ment tool, DuboCalc, which calculates the environmental im-
pact of proposals by applying a life cycle assessment. The to-
tal impact is then converted to an environmental cost indicator 
which reduces the quote of the bidder (the lower the environ-
mental impact, the bigger the quote reduction). In short, the 
negative externality is internalised. Second, bidders’ eff orts 
to reduce carbon emissions caused by the project are taken 
into account in the “CO2 performance ladder”. Depending on 
the chosen level of ambition, the quote is further reduced by 
1% to 5%. Projects are awarded to bidders with the lowest 
adjusted quoted price. It is important to note that the materials 
proposed in the DuboCalc tool and the chosen level of am-
bition in the CO2 performance ladder both become contract 
performance requirements.

The application of these award criteria has resulted in, for ex-
ample, reduced concrete use, increased green electricity and 
more recycled and reused materials. Alongside this direct 
consumption eff ect, there is likely to be a strong production 
eff ect because of the Department of Public Works’ consid-
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erable annual budget of €3.5 billion and the subsequent in-
creased demand for green goods and services.

The current EU regulatory framework for (green) public 

procurement

Public procurement in EU countries is only covered by EU pro-
curement rules when the value of tenders exceeds a certain 
threshold, and when tenders are presumed to be of cross-
border interest (European Commission, 2022e). The threshold 
value diff ers depending on the sector and type of procuring 
authority. For below-threshold tenders, national procurement 
legislation applies, within the general EU regulation frame-
work. Regardless of whether EU or national procurement 
legislation applies, public procurement by public bodies must 
respect World Trade Organization rules contained in the Gov-
ernment Procurement Agreement.

The EU Public Procurement Directive (2014/24/EU) recognises 
the need “to enable procurers to make better use of public 
procurement in support of common societal goals” (European 
Parliament and the Council, 2014). The Directive permits the 
inclusion of environmental considerations at various stages of 
the public procurement procedure, such as in technical speci-
fi cations, contract awards (MEAT) and the performance stage 
(Pouikli, 2021). But ultimately, it is up to EU countries and con-
tracting authorities to decide if and when environmental con-
siderations are actually included.

Only rarely does the EU set binding GPP requirements. Ex-
amples are the recently amended Clean Vehicles Directive, 
which includes a binding minimum target for clean vehicles as 
a percentage of total concerned vehicles procured for each 
EU country; the Energy Performance of Buildings Directive; 
and the Energy Effi  ciency Directive. Nonetheless, the EU plays 
a strong role in facilitating GPP by, for example, developing 
green criteria, training and sharing best practices.

Because of the lack of comprehensive mandatory targets at 
the EU level, the amount of GPP taking place in Europe largely 
depends on decisions by EU countries and their public bod-
ies. A summary of national action plans in this fi eld indicates 
stark diff erences. Some countries set no target at all or have 
no national GPP plan,5 while others aim for a certain share of 
all public procurement contracts to include green criteria (Eu-
ropean Commission, 2021). This share is 100% in the Neth-
erlands. Such diff erences in national regulation, together with 
diff erences in the size and structure of the public sector and 
barriers to GPP (see next section), largely explain the cross-
country diff erences observed in Figures 2 and 3 (Rosell, 2021).

Barriers to green public procurement in Europe

The optional nature of GPP severely limits its uptake. For ex-
ample, an impact assessment (European Commission, 2017) 
of the original Clean Vehicles Directive of 2009 concluded that 
because of the absence of clear minimum quantitative crite-
ria for procurement of clean vehicles, among other reasons, a 
similar outcome might have been achieved by market partici-
pants even in the absence of the Directive (Blažo, 2020).

Green public procurement is infl uenced by how contracting 
authorities manage their budgets. Research indicates that if 
sustainability is part of an organisation’s overall strategy, the 
implementation of sustainable public procurement6 increases 
(Andhov et al., 2020). Consequently, politics plays a role, as 
heads of public contracting agencies can be political appoint-
ments. In addition, because of the short-term bias of politics, 

5 Estonia, Hungary, Luxembourg and Romania.
6 Sustainable public procurement is defi ned as “a process by which 

public authorities seek to achieve the appropriate balance between 
the three pillars of sustainable development – economic, social and 
environmental – when procuring goods, services or works at all stag-
es of the project” (European Commission, 2022c). Thus, green public 
procurement is a subset of sustainable public procurement.

Figure 3
Proportion of procedures awarded using the most economically advantageous tender principle, 2017-2020

Note: EU average is unweighted.

Source: European Single Market Scoreboard (European Commission, 2022a) based on Tenders Electronic Daily data.
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less expensive but less environmentally friendly products may 
be preferred over more expensive and greener alternatives 
that might be more cost-eff ective over the long term.

Public authorities face signifi cant uncertainty when trying to 
implement GPP because of the legal complexity stemming 
from EU public procurement directives. A fi rst source of un-
certainty goes back to the fact that public procurement leg-
islation in the EU was intended as an instrument to ensure the 
integrity of the internal market in public contracts. As a result, 
public authorities cannot discriminate between domestic and 
other EU products. Including green criteria throughout the 
procurement process can unintentionally lead to discrimina-
tion as a consequence of, for example, diff erences in environ-
mental standards or the environmental impact of transport 
(Mélon, 2020). Although, there is a proportionality requirement, 
it can be diffi  cult to estimate for public authorities. Secondly, 
the requirement to have a link to subject matter when setting 
award criteria beyond price, is included in almost all procure-
ment stages in the EU directives. This requirement limits the 
contracting authorities’ discretionary power to insert environ-
mental considerations into the public procurement setting, 
as it makes it diffi  cult to implement hard-to-verify award cri-
teria, such as environmental criteria relating to the supplier or 
further along in the product life cycle (Pouikli, 2020). For this 
reason, Andhov et al. (2020) advocate the removal of the link 
to the subject matter concept and its replacement by the life-
cycle concept.

Purchasers require knowledge and skills in order to green 
their procurement. In addition to mastering the legal frame-
work, purchasers often need suffi  cient knowledge about 
the relevant goods or service market. They need to be able 
to calculate the total cost of ownership or the life-cycle cost, 
which requires specifi c tools. Thus, implementing GPP re-
quires investment in training of the employees of contract-
ing agencies.

Other barriers to GPP include perceived higher costs (Chi-
appinelli and Zipperer, 2017), limited established environ-
mental criteria for goods or services, a lack of co-operation 
between authorities and a lack of practical tools. A study by 
Rosell (2021) provided a comprehensive overview of the deter-
minants of GPP on macro and meso levels.

Unlocking the potential of green public procurement in 

supporting the European Green Deal

The current public procurement directive has not been 
modifi ed since 2014. Given the increased ambition of the 
EU in decarbonising the economy, it is time to update the 
directive to specifi cally address green public procurement 
and the associated (regulatory) barriers, since the Green 
Deal advocates for minimum mandatory green criteria or 

targets for public procurement in sectorial initiatives. The 
list of sectors that should be prioritised or have a higher 
mandatory target should not only be decided on the basis 
of their contribution to greenhouse gas emissions, but also 
based on the relative weight of public procurement in each 
market, in order to create spillover eff ects to private indus-
try. This requires improving the collection and harmonisa-
tion of data on GPP to better understand the current situ-
ation and develop a clear roadmap for the future. All these 
changes should be accompanied by suffi  cient investment 
in training of public authorities and monitoring of the uptake 
and performance of GPP.
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As described by Schumpeter (1939) and later Diamond 
(1984), banking systems are an indispensable part of mod-
ern economic systems and thus have signifi cant and broad 
infl uence. According to Weber (1980) and Albert (1955), 
this infl uence may also be understood as power because 
it allows banks to steer socio-political processes in pur-
suit of their own interests or even to more forcibly assert 
their will. Moreover, these mechanisms to potentially exert 
infl uence, or even raw power, do not end at the borders 
of national economies. Because of the interdependencies 
of economies and political systems in developed industrial 
societies, the infl uence of banks may be observed not only 
in the political systems of nations, but it may also be ex-
tended to supranational structures such as the institutions 
of the European Union (Körnert, 2019).

For this reason, banks that play a key role in national bank-
ing systems may be attractive targets for certain inves-

tors, whereby a controlling shareholding in a bank could 
serve as a means to gain infl uence or even directly as-
sert power. The large external investments into the fi nan-
cial sector witnessed over the past two decades should 
therefore come as no surprise, even as the fi nancial re-
turns from these have often been below average (Brett, 
2017). Sovereign wealth funds (SWFs) are special-pur-
pose institutional investment vehicles created and owned 
by national governments, often with very substantial as-
sets and concentrated fi nancial resources (TheCityUK, 
2015; SWFI, 2019). In viewing SWFs as external investors, 
special considerations arise when these are domiciled in 
and controlled by authoritarian regimes, which could po-
tentially seek to acquire controlling shares in key banks 
in order to gain and assert power over the banking, eco-
nomic and political systems of other countries and even 
undermine democracy and the rule of law.

This paper examines which eurozone banks occupy key 
positions in their respective countries through which 
such potential power could be acquired and exercised. 
It then analyses whether full control over each of these 
banks through a qualifi ed majority shareholding could 
be attainable, or at least the limited control of a simple 
majority. Subsequently, it investigates which SWFs have 
suffi  cient assets to acquire simple or qualifi ed majority 
shareholdings in not just one but a broad constellation of 
these banks. Finally, the article considers what percent-
age of the SWF’s assets would be required to acquire 
these shareholdings.
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Of the 27 member states of the EU, 19 are members of 
the eurozone, with the European Central Bank (ECB) 
acting as the common central bank for all 19 of these 
national banking systems. Of the 5,561 banking institu-
tions within the EU, 4,452 are domiciled in the eurozone 
(Statista, 2020).

Through this study, we aim to contribute to an internation-
al discussion already documented by Alhasel (2015) and 
recently put into a broader and more current context by 
Wang et al. (2021). The underlying question is whether the 
investments of SWFs are purely fi nancial or whether they 
could be intended to serve a geopolitical aim. In our at-
tempt to partly answer this question by adding a new layer 
of understanding, we consider the world’s major SWFs in 
the context of the Democracy Index ratings of their home 
countries. In his study of the literature, Alhasel (2015) also 
refers to the earlier study by Balding (2008), who asserted 
that it is still unclear whether the fi nancial power of SWFs 
might be suffi  cient to infl uence markets and cause politi-
cal damage. Through this study, and through the analysis 
presented herein specifi cally of national banking systems 
within the eurozone and of potential mechanisms for the 
assertion of broader infl uence on economic and political 
systems, we aim to bring greater clarity to this question. 
Our investigation relies substantially upon two earlier pre-
liminary studies by Körnert and Junghanns (2019, 2020), 
which outlined a methodology and presented initial re-
sults for the fi ve smallest EU member states: Malta, Cy-
prus, Estonia, Latvia and Lithuania.

Sovereign wealth funds and the Democracy Index

SWFs are investment vehicles established and owned 
by a sovereign government. Their overt aim is invariably 
the pursuit of conventional investment objectives. For 
55 of the world’s 89 SWFs, the investable wealth is de-
rived from the home country’s production and export of 
commodities. The remaining 34 non-commodity-based 
SWFs derive their wealth from trade and balance of pay-
ment surpluses, from foreign exchange transactions or 
from privatisation transactions (TheCityUK, 2015; SWFI, 
2019). Although several have their origins in the 19th cen-
tury, two-thirds of the world’s SWFs active today were 
established just within the past 20 years (Capapé, 2018).

Table 4 lists the countries with the largest total SWF as-
sets. Within each of these, state-controlled funds manage 
total wealth in excess of $100 billion. The largest single 
SWF is that of Norway. China (excluding separately listed 
Hong Kong), however, has the world’s greatest total SWF 
assets, although these are divided among four diff erent 
SWF vehicles. The Democracy Index published by The 
Economist (2020) provides a convenient measure of the 

degree of democracy in each country, and thus of its gov-
ernment’s proximity to democratic principles and the rule 
of law. Every year, The Economist assesses the state of 
democracy in 167 diff erent countries, ranks these coun-
tries according to various criteria and divides them into 
four classifi cations: full democracies, fl awed democra-
cies, hybrid regimes and authoritarian regimes. The dis-
proportionate share of SWF wealth under the control of 
authoritarian regimes should already raise eyebrows.

The obvious concern is that authoritarian regimes could 
use SWFs to acquire controlling shareholdings in strategi-
cally important companies abroad, thereby pursuing not 
just ostensible conventional investment objectives but al-
so economic advantage or even hegemonistic aims. The 
gateway for such geopolitical ambitions could very well 
be the banking system of the target country.1 For exam-
ple, an investment position in a banking institution may 
establish not only management control over the bank it-
self but also, by extension, signifi cant levers of infl uence 
on the respective country’s economic system, its politi-
cal system and even supranational political structures to 
which it belongs.

Mechanisms for asserting power on banking, 

economic and political systems

Various conspiracy theories about the “power of the 
banks” accusing Jews, Freemasons, Marxists and Bol-
sheviks (Tanner, 1998) prompted the West German gov-
ernment in the 1970s to appoint a study commission on 
“fundamental issues of the banking industry” (Grundsatz-
fragen der Kreditwirtschaft) to investigate the power posi-
tion of Germany’s banks. The study commission argued 
that it is the combined interplay of four instruments that 
enables the transfer of power beyond the banking system 
to the broader economic system (Studienkommission, 
1979). These four instruments, which have since been 
further examined many times under the label “accumula-
tion theory”, can be briefl y summarised as follows: Build-
ing upon the (1) lending relationships, banks also (2) take 
equity stakes in these same client companies. The bank’s 
involvement as both lender and shareholder often leads 
to (3) a seat on the client company’s supervisory board. 
Furthermore, one must additionally consider (4) the lim-
ited discretionary voting power (in the same client compa-
nies as well as many other companies) which third parties 
may and typically do assign to German banks for shares 
held in custody.

1 Banking systems are part of the critical infrastructure of countries 
(CISA, 2021; Körnert and Junghanns, 2019).
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Political economy also off ers an insightful approach to 
examining the fundamental interrelationship between 
economy and politics, which in turn suggests a theoreti-
cal framework for the mechanism by which power may 
be transferred from the economic system to the political 
sphere. The relationship between the economic and po-
litical systems may, for purposes of understanding, be 
reduced to four basic types: primacy of the economic 
system, primacy of the political system, totalitarian con-
trol and coordination over all aspects of society (Gleich-
schaltung), and interdependency.2 In modern industrial 
societies such as the EU, it is the fourth type which is 
normally prominent: mutual interdependency between 
the economic and political systems. On the one hand, 
the government in power seeks to infl uence and guide 
developments in the economic sphere to further its po-
litical and policy goals; on the other hand, the stake-
holders in the economic system go to great lengths to 
assert their interests within the spheres of politics and 
public policy.

Political leaders and policymakers are, not surprisingly, 
by no means immune to the interested parties within their 
banking and economic systems. These powerful voices 
may be brought to bear not only on political leaders and 
policymakers at the national level but also beyond, to su-
pranational bodies such as the structures and institutions 
of the EU. In particular, the Council of the European Union 
and the European Council are both susceptible to such 
infl uence (Körnert, 2019). Thus, should a foreign power, 
by way of its SWF, acquire controlling stakes in eurozone 
banks suffi  cient to exert power over national banking sys-
tems, and more broadly entire economic systems, this 
acquired power could potentially be further exerted not 
only on national political systems but also on suprana-
tional structures.

Signifi cant banks as fi rst-level fi lter

Assuming for the moment that there are foreign-con-
trolled SWFs that would strive to acquire controlling 
shareholdings in eurozone banks with the express aim 
of gaining and exerting infl uence upon the economic and 
political systems to which these banks belong, then not 
all 4,452 banks in the 19 eurozone countries are equally 
suited to this aim. The starting point for such geopolitical 
or even hegemonistic ambitions might well be the euro-
zone’s “signifi cant banks” under the Single Supervisory 
Mechanism, which the ECB has since 2014 been identi-
fying and placing under its own direct supervision. The 
number of eurozone banks designated by the ECB (2020) 

2 For more information on the four basic types as subsequently sum-
marised, see Schmid and Buhr (2015).

as such was 117. When determining which banks are sig-
nifi cant, the ECB applies fi ve criteria; meeting any one of 
these is suffi  cient to qualify a bank as signifi cant. Spe-
cifi cally, these criteria are: the absolute size of the bank, 
the economic relevance of the bank to the respective 
member state or to the monetary union as a whole, the 
cross-border activities of the bank, direct public fi nancial 
support to the bank within the framework of the European 
Stability Mechanism and the size of the bank relative to 
the banking system of the respective member state.

For our purposes, however, we consider these criteria for 
the selection of signifi cant banks to be insuffi  cient to as-
sert that a foreign power could gain access to the mecha-
nisms described earlier simply by controlling any one of 
these banks. Only banks which are both vulnerable to ac-
quired foreign control and hold a systemically vital posi-
tion in the target country’s banking system are candidates 
for gaining infl uence over the country’s banking, econom-
ic and political systems. Thus, we further assume that a 
bank may only exert infl uence or outright power within a 
country if it is either of disproportionate and thus systemi-
cally problematic size, or if it – alone or in a narrow combi-
nation – has a dominant market position within the coun-
try. We shall designate any bank which is of problematic 
institutional size and/or which has a dominant market po-
sition as a “critical bank”. It should be noted that critical 
banks under either of these two criteria are a pure subset 
of ECB-designated signifi cant banks.

Critical banks because of problematic institutional size

A eurozone bank may be deemed problematic because of 
its institutional size3 when

1a it is designated as a global systemically important 
bank (G-SIBs) by the Financial Stability Board and is 
based within the eurozone, or

1b the respective bank’s consolidated total assets ex-
ceed a set percentage of the host country’s annual 
GDP, with this threshold percentage depending up-
on the country rating.

Under the fi rst of these two criteria (1a), we can readily 
determine that there are eight such G-SIB in fi ve diff er-
ent eurozone countries: Deutsche Bank in Germany; BNP 
Paribas, BPCE, Crédit Agricole and Société Générale in 
France; UniCredit in Italy; ING in the Netherlands; and 
Banco Santander in Spain (FSB, 2019).

3 For further discussion on the formulation of similar criteria, see 
Körnert and Junghanns (2020).
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In constructing the second criterion (1b), we decided 
against a fi xed percentage threshold in relating the total 
assets of a bank to the annual GDP of its host country 
and opted instead for a sliding schedule of percentage 
thresholds based upon the respective country’s Standard 
& Poor’s (2019) rating. Starting with the entire spectrum of 
22 ratings used by Standard & Poor’s, we neglect the low-
est rating of D (default) and begin with the country rating 
of C, assigning a threshold percentage of 20 (i.e. a bank is 
deemed critical if its total assets exceed 20% of the coun-
try’s annual GDP).

Critical banks because of dominant market position

In order to identify those banks within a country that are 
critical because of their dominant market positions, we 
rely upon the defi nition of dominant market share under 
the competition and anti-cartel law of Germany, the euro-
zone’s largest member state, specifi cally section 18 para-
graphs 4 and 6 of the German Act against Restraints of 
Competition. Using this same defi nition,4 we consider a 
bank to have a dominant position in a eurozone country if

2a  the bank holds at least a 40% share of the total mar-
ket, or

2b a combination of up to three of the country’s banks 
would together hold at least a 50% share of the total 
market.

We determine market share by dividing the consolidated 
total assets of the bank (or narrow combination of banks) 
by the aggregate total assets of the country’s entire bank-
ing system. This asset-based calculation of market share 
is usual within the banking sector and can be readily and 
objectively determined (Schildbach, 2017). It is also par-
ticularly suitable within the context of this study because 
each of the aforementioned four instruments of accumu-
lation theory can be logically related to bank assets.

Assignment and exclusion of critical banks

In order to identify the critical banks within each country 
of the eurozone under the above criteria, we must neces-
sarily determine to which national banking system each 
should belong. The ECB’s process for the determina-
tion of signifi cant banks presents a particular problem 
here in that it assigns branches and subsidiaries in eu-
rozone countries to the top-level consolidating entity, i.e. 
the parent company. If we were to take this approach in 
this study, this would mean that eurozone bank subsidi-

4 See also the similar discussion of this issue in Körnert and Junghanns 
(2020).

aries and bank branches owned by foreign banks would 
be assigned not to the banking system of the countries in 
which they operate – and could potentially be exploited 
for the acquisition and assertion of power – but rather in 
the country in which the parent entity is based. Thus, in 
order to carry out our analysis of power misuse poten-
tial, we must instead identify and select banks – including 
subsidiaries and branches – at the level of the countries in 
which they operate.

In cases where several banks meet multiple selection cri-
teria, we further impose a simplifying restriction: For rea-
sons involving both the theoretical mechanisms of power 
and transaction cost theory, we consider only those vari-
ants which result in the fewest designated banks. Be-
cause more than one bank in a country may fulfi l criterion 
1a, 1b or 2a, we shall in such cases examine only the larg-
est bank (i.e. with the greatest consolidated total assets 
or largest market share). In addition, it is possible that 
more than one combination of two or three banks might 
fulfi l criterion 2b; in this case, we limit further examination 
to the single combination of banks with the largest overall 
market share. The following section examines the prac-
tical attainability of majority shares in the critical banks 
which we will, through the above process, identify within 
each eurozone country.

Controlling share thresholds and willingness to sell

For an investor, an equity stake in a critical bank can off er 
a convincing power base, particularly where the investor 
is able to acquire a qualifi ed majority, that is more than 
75% of the share capital of a stock corporation. This is an 
important distinction because, under the relevant provi-
sions of the stock corporation laws of eurozone countries, 
an investor in this position has the legal power to decide, 
for example, to amend the articles of association, to in-
crease or decrease capital, or to dissolve the company. 
Qualifi ed shareholdings also pave the way for members of 
the supervisory board to be dismissed. However, even a 
simple majority stake, in which an investor acquires more 
than 50% of a target bank’s share capital, opens up the 
potential to exert a signifi cant degree of control because 
the investor can, with this simple majority, take the op-
portunity of a general shareholder meeting to force the 
adoption of any shareholder resolutions not specifi cally 
requiring a qualifi ed majority.

We thus refer to the potential for the exercise of power 
arising from simple majority control as “limited” power 
exercise potential. By the same token, we refer to the far 
stronger position of control over a bank arising from a 
shareholding above the threshold for a qualifi ed majority 
as “extensive” power exercise potential. Here, however, 
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we must address the particular situation that may arise 
when, under criterion 2b, a narrow combination of banks 
off ers the means for a foreign-controlled SWF to gain a 
position of infl uence in a country. In this case, it is the 
weakest control position among the two or three acquired 
banks that should determine the power exercise potential 
of the combination. In other words, if a SWF cannot obtain 
a qualifi ed majority at any one of the banks, the combina-
tion of banks meeting criterion 2b shall be assumed to of-
fer only limited power exercise potential.

Moreover, in order to acquire majority control of a bank, 
the current owner(s) must be willing and able to sell the 
relevant shares. For a bank that is organised as a stock 
corporation, the greater the proportion of shares in free 
fl oat, the easier it is to acquire the bank. This arises from 
the fact that small shareholders, in contrast to institutional 
or strategic investors, lack a strategic motivation and tend 
to act based on their short-term interests (Guserl and 
Pernsteiner, 2015; Buss, 2010). We therefore assume, for 
the purpose of this analysis, that the entirety of a bank’s 
shares in free fl oat could be acquired provided that the of-
fered price is suffi  ciently attractive.

This point at which a takeover off er becomes suffi  ciently 
attractive to induce shareholders to sell can be estimated 
on the basis of historically paid control premiums. Various 
studies have found that control premiums range on aver-
age between 15% and 40%, with premiums paid for past 
acquisitions in the banking and fi nancial sector being at 
the lower end, namely 15% to 25% (Gilmour et al., 2017). 
In order to determine a realistic acquisition cost while at 
the same time not underestimating the ease by which an 
unwanted foreign investor could take over a critical bank, 
we assume that the acquisition of a critical bank would 
cost a control premium of 25% in excess of its current 
market capitalisation.

Methodology for assessing attainability of control 

over critical banks

The study applies seven steps to identify those critical 
banks which could be exploited to exert infl uence upon 
the eurozone’s banking, economic and political systems, 
and to subsequently calculate the percentage of total as-
sets that a SWF would need to commit in order to acquire 
control of not just one but a broad constellation of these 
critical banks across the eurozone. The fi rst step is to 
create a list of all signifi cant banks within the eurozone, 
which is already conveniently provided by the ECB, with 
117 eurozone banks currently deemed signifi cant. In the 
second step, we narrow down this list to a smaller subset 
of critical banks using the criteria defi ned above. Applying 
these, we identify a total of 36 banks in the eurozone that 

meet our defi nition of critical banks. After ensuring that 
these 36 critical banks are correctly assigned to the rel-
evant countries (step three) and excluding certain banks 
that are less relevant to our analysis (step four), a total of 
21 critical banks remain for closer examination. In the fi fth 
step, the 21 remaining critical banks are then examined 
for their vulnerability to takeover, considering in particular 
the legal form and ownership structure of each potential 
target. In our sixth step, we likewise determine the maxi-
mum attainable shareholding of each, whether this would 
represent a simple or qualifi ed majority share, and thus 
whether the target bank would off er limited or extensive 
power exercise potential. In the seventh and fi nal step, 
we estimate the acquisition cost for each of these criti-
cal banks, including the assumed control premium, which 
would have to be paid, along with the total cost to acquire 
a broad constellation of these critical banks across the 
eurozone. We then relate this combined acquisition cost 
to the total assets of the world’s largest SWFs, thereby 
providing a sense of the potential to acquire such sweep-
ing power through the acquisition of this set of critical eu-
rozone banks.

Determination of critical banks, power exercise 

potential and acquisition cost

Table 1 summarises the power exercise potential in each 
eurozone country that could be achieved through such 
acquisitions, meaning fi rstly that critical banks must be 
identifi able, and secondly, that majority control must be 
attainable. In Austria and Luxembourg, there are none. 
Although there are critical banks in Ireland, Portugal and 
Slovakia, their ownership structures preclude any op-
portunity for a SWF to acquire a controlling share: state 
ownership in the critical banks in Ireland and Portugal, 
and cooperative ownership in the case of a critical bank 
in Slovakia. The banking systems of these fi ve countries 
thus off er no evident potential to gain power through the 
acquisition of critical banks.

In the case of Greece, Malta, Slovenia, Belgium and Lat-
via, simple majority control of critical banks could be 
attained, but anchor shareholders would preclude the 
possibility of obtaining a qualifying majority, as summa-
rised in Tables 1 and 2. In the case of the Greek, Maltese 
and Slovenian critical banks, the anchor shareholder is 
the state, while in the case of the Belgian and Latvian 
banks, major corporate shareholdings would pose a dif-
fi cult obstacle.

In the nine remaining banking systems of the eurozone – 
Cyprus, Finland, France, Germany, Italy, the Netherlands, 
Spain, Estonia and Lithuania – we assume that qualifying 
majorities could be acquired due to a high proportion of 
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shares in free fl oat (see Tables 1 and 2). While in Esto-
nia and Lithuania this qualifi ed majority control of critical 
banks could only be indirectly achieved through control of 
the parent companies, each of the remaining seven coun-
tries off ers a critical bank target in which a qualifying ma-
jority could be directly acquired.

Thus, 14 of the eurozone’s 19 member states off er poten-
tial avenues for a foreign SWF to gain either limited or ex-
tensive power through the acquisition of critical banks, as 
presented in Table 2. For each target country, the relevant 
critical banks are named along with the criteria that re-
sulted in designation as a critical bank. We have, in addi-
tion, included the estimated cost for acquiring qualifi ed or 
simple majority control for each of these banks.

Table 2 summarises the estimated cost to acquire con-
trol of these critical banks organised by target country. 
Should the research objective be to consider the po-
tential for power acquisition not just in one country but 
rather throughout the eurozone in the broadest possible 
constellation, then the sum of the fi nal column of Table 2 
would be an incorrect aggregation due to double count-
ing, as certain parent banks are critical banks in multiple 
countries.

Table 3 eliminates this double counting by listing target 
banks rather than target countries; it is comprised of the 
17 banks in which a qualifi ed or simple majority would 
need to be acquired in order to be able to control the 

critical banks in all 14 eurozone countries where such 
control is possible. In other words, if a SWF were able to 
acquire simple or qualifi ed majority ownership of all 17 
of these banks, it would gain limited or extensive power 
potential in the banking systems across 14 out of 19 eu-
rozone countries, which is sweeping dominance indeed. 
To achieve this aim, we calculate that the investor would 
need to commit a total of some $322.96 billion. The fol-
lowing section relates this amount to the total assets of 
the world’s largest and most powerful SWFs.

Percentage of total SWF assets required to gain 

sweeping dominance

As shown in Table 4, China – the world power with the 
greatest SWF assets – would need to commit 19.47% of 

Table 1
Power exercise potential within the banking systems 

of the eurozone countries

Table 2
Acquisition cost of simple or qualifi ed majority 

shareholdings in critical eurozone banks

Source: Authors’ own elaboration.

Source: Authors’ own elaboration.

Countries Rationale

Austria,
Luxembourg

No critical banks identifi ed

N
one

P
ow

er exercise p
otential

Ireland, Portugal Controlling share unattainable 
(state-owned)

Slovakia Controlling share unattainable 
(cooperative ownership)

Greece, Malta, 
Slovenia

Anchor shareholder (state) 
precludes 75% share

Lim
itedBelgium, Latvia Anchor shareholder (private) 

precludes 75% share

Estonia, 
Lithuania

Full control indirectly attainable 
via parent company E

xtensive

Cyprus, 
Finland, France, 
Germany, Italy, 
Netherlands, Spain

Qualifying majority directly 
attainable

Target 
country Critical banks Criteria

Acquisi-
tion cost 

(USD 
billion)

E
xt

en
si

ve
 p

ow
er

 e
xe

rc
is

e 
p

ot
en

tia
l 

th
ro

ug
h 

qu
al

ifi 
ed

 m
aj
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ity

 s
ha

re

Cyprus Bank of Cyprus 1b 0.55

Estonia Swedbank
(Estonia)

2a 15.60

Finland Nordea Bank 1b, 2a 30.68

France BNP Paribas 1a 69.29

Germany Deutsche Bank 1a 15.01

Italy UniCredit 1a 30.59

Lithuania Swedbank
(Lithuania)

2b 15.60

Luminor (Lithuania) 2b 7.37

Netherlands ING 1a, 1b 43.74

Spain Banco Santander 1a, 1b, 2a 65.20

Li
m

ite
d 

p
ow

er
 e

xe
rc

is
e 

p
ot

en
tia

l
 th

ro
ug

h 
si

m
p

le
 m
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ity
 s
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re

Belgium KBC Group 2b 19.58

BNP Paribas Fortis 2b 69.29

Greece Eurobank Ergasias 2b 3.59

Alpha Bank 2b 3.12

National Bank of 
Greece

2b 1.93

Latvia Swedbank (Latvia) 2b 15.60

SEB (Latvia) 2b 12.85

Luminor (Latvia) 2b 7.37

Malta Bank of Valletta 1b 0.43

Slovenia NLB 2b 0.85

Nova KBM (incl. 
Abanka)

2b 2.58
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its total SWF assets to acquire this sweeping control. In 
fact, the SWFs of eight diff erent countries have total SWF 
assets in excess of the amount required to acquire the 
complete constellation of these banks. Any one of these 
could, in principle, pursue this course of action. Where 
the particular concern arises is that fi ve of these eight 
countries with massive SWFs are categorised as authori-
tarian regimes: China, Abu Dhabi, Saudi Arabia, Kuwait 
and Qatar. Each of these can and must be regarded in 
this scenario as an undesirable investor because each of 
these is ruled in defi ance of democratic and constitutional 
principles.

In considering the percentages of total SWFs that would 
have to be committed to gain power in the eurozone 
through national banking systems, there is another im-
portant point to be made, which is that considerable in-
fl uence may also be exerted on EU institutions through 
individual EU member states. For example, Malta and 
Cyprus, each have one critical bank, Bank of Valletta 

and Bank of Cyprus respectively. The acquisition of 
both of these together would cost just $0.98 billion (Ta-
ble 2), which is only 0.06% of China’s total SWF assets. 
Even Kazakhstan would only have to invest 0.7% of its 
SWF assets. Although Malta and Cyprus are very small 
countries, each has a powerful veto right within institu-
tions of the EU.

Summary

Critical banks within the eurozone countries are a pure 
subset of signifi cant banks as defi ned and designated by 
the ECB. For any foreign power with hegemonistic ambi-
tions, these banks are acquisition targets of the highest 
order because they off er opportunities to gain and exert 
power upon the national banking systems of eurozone 
countries which can then be more broadly transferred to 
their economic and political systems. Where decision-
making and voting processes are structured as they are in 
the EU, such infl uence can be further extended to the su-

Table 3
Critical banks in the eurozone

Table 4
Percentage of total SWF assets required to gain 

power exercise potential through eurozone banks

Note: In the case of countries with multiple SWFs, total SWF assets are 
shown as a single aggregated amount. The SWF assets of certain sub-
national government entities are listed separately where direct control by 
the higher-level national government cannot be determined.

Source: SWFI (2020); Economist (2020).

Critical bank
Home country 
of bank/parent

Potential
target country

Acquisition 
cost (USD 

billion)

Alpha Bank Greece Greece 3.12

Banco Santander Spain Spain 65.20

Bank of Cyprus Cyprus Cyprus 0.55

Bank of Valletta Malta Malta 0.43

BNP Paribas France France, Belgium 69.29

Deutsche Bank Germany Germany 15.01

Eurobank Ergasias Greece Greece 3.59

ING Netherlands Netherlands 43.74

KBC Group Belgium Belgium 19.58

Luminor Estonia/USA Latvia, Lithuania 7.37

National Bank of 
Greece

Greece Greece 1.93

NLB Slovenia Slovenia 0.85

Nordea Bank Finland Finland 30.68

Nova KBM Slovenia Slovenia 2.58

SEB Latvia/Sweden Latvia 12.85

Swedbank Estonia, Latvia,
Lithuania/
Sweden

Estonia, Latvia,
Lithuania 15.60

UniCredit Italy Italy 30.59

Total cost to acquire control of all 17 critical banks: 322.96

Source: Authors’ own elaboration.

Country with SWF

SWF assets Democracy Index

Total 
(USD 

billion)

Percent-
age 

required Rank Regime type

1 China 1,658   19.47 153 Authoritarian

2 Norway 1,217   26.54 1 Full democracy

3 Abu Dhabi 932   34.65 145 Authoritarian

4 Singapore 815   39.63 75 Flawed democracy

5 Saudi Arabia 697   46.34 159 Authoritarian

6 Kuwait 592   54.55 114 Authoritarian

7 Hong Kong 457   70.67 75 Flawed democracy

8 Qatar 328   98.46 128 Authoritarian

9 Dubai 210 153.79 145 Authoritarian

10 Malaysia 160 201.85 43 Flawed democracy

11 South Africa 160 201.85 40 Flawed democracy

12 Russia 153 211.08 134 Authoritarian

13 Kazakhstan 126 256.32 139 Authoritarian

14 South Korea 122 264.72 23 Full democracy

15 Australia 102 316.63 9 Full democracy
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pranational level. Any nation which values democracy and 
the rule of law – both within the EU and beyond – would do 
well to keep a vigilant watch on the ownership structure of 
its critical banks, just as it would with any other critical in-
frastructure. In the case of the EU, it is essential that pro-
tections against this threat not depend upon a patchwork 
of national investment protection laws but rather that 
such long overdue protective regulations be thoughtfully 
and carefully anchored into law at the EU level.

It is fervently hoped that these fi ndings are translated into 
action before SWFs, with their massive wealth, attempt a 
large-scale entry into the eurozone as described in this 
study. Of particular concern as such unwanted investors 
are the SWFs of authoritarian regimes, which must be 
presumed to pursue geopolitical ambitions beyond their 
overt investment objectives. Authoritarian regimes are, 
moreover, particularly prone to abrupt and unanticipated 
changes in policies and behaviour, and their SWFs are 
not necessarily constrained by any declared investment 
policies or purpose. In order to acquire a broad constel-
lation of critical banks across the eurozone, thereby jeop-
ardising European democracy and rule of law, China, Abu 
Dhabi or Saudi Arabia would have to commit less than 
half of their total SWF assets to achieve such sweeping 
dominance. This should not only raise alarm bells but also 
serve as a clarion call to timely action.

In terms of suggestions for further economic policy re-
search, we see the potential for further insights in an ex-
panded scope of study beyond the eurozone countries – 
for example, to the entire EU. A particular problem in ex-
tending our methodology to the eight EU countries outside 
the eurozone is that the ECB does not identify signifi cant 
banks in these other countries. We also believe that Euro-
pean banking regulation should be further strengthened for 
critical banks.
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Criticism of the growth paradigm, dominant in both mar-
ket-based and planned economic systems, has existed 
(almost) as long as economic growth itself. For example, 
Thomas Malthus (1798) refl ected on the natural bounda-
ries of economic and population growth very early on 
(Hussen, 2018). However, Meadows et al. (1972) carried 
out a notably broad system analysis. On the one hand, 
they examined existing ecological as well as socio-eco-
nomic development trends and their global eff ects in de-
tail. Secondly, the use of computer models to simulate 
diff erent development scenarios of the world economy, 
based on the availability of data, was a methodological 
novelty at the time.

The study of 1972, as well as its later updates, paved the 
way for growth-critical contributions of the recent past. 
Existing approaches that dominate current discussions, 
such as “post-growth”, “de-growth”, or “green growth”, 
do not merely reproduce the critique of growth, but rath-
er expand it to include additional perspectives on global 
consequences, such as climate change, species extinc-
tion, social inequality or unemployment (see e.g. van den 
Bergh and Kallies, 2021; Jackson, 2017). Moreover, from 
today’s perspective, the limits to growth are no longer 
seen primarily in terms of depleting raw materials, but 

rather as planetary boundaries, with the ecological func-
tioning of the planet being endangered (see Rockström et 
al., 2009; Foley et al., 2010; Persson et al., 2022 for more 
details). Due to the intensity of human intervention in na-
ture, researchers believe that the limits of biodiversity, 
the nitrogen and phophate cycle, chemical pollution and 
climate change have already been exceeded, creating a 
threat to the natural basis of life for future generations. 
The German Federal Environmental Agency (2021) esti-
mates that the cost of the global consequences of climate 
change and the loss of biological diversity alone will be 
around 25% of global GDP by 2050.

The Limits to Growth report

Based on a computer-simulated world model, the report 
analysed fi ve basic development trends with global con-
sequences: population growth, industrialisation, malnutri-
tion, exploitation of raw materials and destruction of the 
living environment. The scenarios analysed diff ered in 
their assumptions in supply of raw materials, effi  ciency in 
agricultural production, as well as the level of birth con-
trol and environmental protection. Most of the simula-
tions found an initially ordinary population and economic 
growth until the year 2050. After that, there was a tipping 
point that marked a sharp and unstoppable reduction in 
population and industrial capacity, combined with envi-
ronmental destruction and widely depleted raw materials. 
The source of this collapse of the world economy in the 
various scenarios was, above all, the dynamics of growth 
that tended to be unproblematic initially but had increas-
ingly negative environmental aspects as time progressed.

Nevertheless, it was also possible to calculate scenarios 
characterised by a long-term sustainable ecological as 
well as economic equilibrium with a constant popula-
tion and prosperity level. However, the prerequisite for 
this was fundamental changes in the preconditions for 
growth, such as instant and drastic measures for environ-
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mental protection, birth control, a reduction of economic 
growth as well as various technological measures such 
as an increase in the recycling rate, an extended use of 
investment and other capital goods and an increase in 
agricultural productivity.

In order to address the problem of partly unavailable data, 
the calculations assume a much higher stock of raw ma-
terials than known in 1972. Additionally, diff erent assump-
tions concerning the economic growth rate were applied. 
However, despite these modifi cations, the stock of raw 
materials still ran short before 2100 in the majority of sim-
ulated scenarios. Moreover, according to the forecasts, a 
possible state of equilibrium could only be achieved un-
der a rapid implementation of massive countermeasures. 

Reactions and updates

In light of the oil crisis in 1973, The Limits to Growth has 
led to a recognisable rethinking in industrialised coun-
tries in the course of a more qualitative-oriented growth. 
This rethinking was refl ected in technological innovations 
aimed at a better energy effi  ciency as well as an improved 
decoupling of economic growth and use of resources.

However, the results of the study were controversial from 
the beginning. Points of criticism were: underestimated 
possibilities in solving growth-related environmental 
problems due to a pure extrapolation of technological 
progress; a lack of traceability based on an inconsistent 
use of growth functions for the future development of the 
world population, industrial capital, environmental pollu-
tion and technologies for a more effi  cient use of resourc-
es; and the opinion that predictions about the potential 
end of raw material sources were unfounded (for more 
details, see Wallich, 1972; Simon, 1981; Bardi, 2011).

Against this criticism, the Meadows et al. (1972) study 
deals with the question of technological progress in par-
ticular and in detail, with the result that, at least within the 
model framework, technological solutions alone, however 
far-reaching they may be, cannot prevent a collapse of 
the system. Moreover, empirical investigations concern-
ing the projected developments with data from 1970 to 
2000, later also with data beyond, reached the conclusion 
that the real development so far is more or less identical 
with the development forecasts of the basic scenario, 
which projects a collapse of the world economic system 
by the middle of the 21st century (Turner, 2008; Turner, 
2014). Additionally, updates of the original study with lat-
est data and fi ndings on developments that occurred in 
the meantime (such as the eff ects of greenhouse gases 
on climate) came to similar results. Simulations based on 
these updates also led to an excess of growth limits and 

a subsequent system overshoot and collapse within the 
calculated standard model (Meadows et al., 1992; Mead-
ows et al., 2004).

Accordingly, another report to the Club of Rome (Rand-
ers, 2012), forecasted growing infl uences on climate and 
nature by economic activity up to 2052. Moreover, a ris-
ing consumption of energy was expected, despite an in-
creasingly effi  cient use of energy. Due to growing environ-
mental damage and gradually scarce natural resources, it 
was anticipated that productivity and subsequently global 
economic output would grow much slower, i.e. it was ex-
pected that increasing environmental damage would limit 
economic growth.

World without growth: De-growth

In the recent past, new approaches to dealing with growth 
have been developed, such as de-growth, green growth, 
or post-growth. All of these concepts are in line with the 
explanations made so far, as all concepts follow the idea 
of a realised balanced development, as formulated within 
the study The Limits to Growth and its updates. However, 
the stipulated assumptions and consequent recommen-
dations for action diff er in many aspects diametrically 
from each other. Moreover, there is no self-contained 
theory behind the mentioned approaches; they can rather 
be seen as a pool for various contributions and political 
initiatives following a common main idea.

For example, the considerations on a decline of growth 
(de-growth) are manifold, varying roughly by contributions 
focusing on social reforms, capital criticism or resource 
orientation (Schmelzer, 2017). Although their emphasis 
diff ers, they all fundamentally question the possibility of 
decoupling economic growth and resource consumption. 
They rather assume that under a continuation of the tradi-
tional paradigm of growth and its linked increase in con-
sumption and production, the global energy and resource 
consumption could not be reduced to a level needed for 
sustainable development – even if existing potentials for 
effi  ciency increases are completely exploited (see exem-
plarily Martinez-Alier et al., 2010; or Demaria et al., 2013). 
One explanation is that it would not only require a sur-
plus of technical effi  ciency but also fundamental changes 
in consumer behaviour. However, as experience – espe-
cially within a growth economy – shows, progress made 
in reductions of material or energy are often cancelled by 
an increase in demand, so-called rebound eff ects. Such 
rebound eff ects can be explained by lower costs in the 
purchase or use of goods and services due to effi  ciency 
improvements, consequently leading to a higher demand 
and thus fully or partly cancelling the savings potential of 
effi  ciency improvements (e.g. higher demand for larger 
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vehicles due to more energy-saving car engines). Moreo-
ver, we see a permanent increase in energy demand due 
to an increase in world population associated with a rise 
in purchasing power of the global middle class.

Consequently, to get rid of the existing forces of growth, a 
radical change would be needed. There are diff erent sce-
narios for such a change, e.g. an increased handling of 
economic activities outside of established markets or in 
fundamentally diff erently designed markets; a reform of 
the existing monetary and interest system; a reduction of 
the global division of work and its connected principle of 
external supply; a reallocation of time between paid work 
and leisure, as well as diff erently designed social rela-
tionships and gender roles. Even if such actions lead to 
a reduction of economic performance (measured in GDP 
per capita), this should not be the case for social welfare. 
Rather, economic growth is seen as the source for mani-
fold undesirable social developments, such as tenden-
cies of social acceleration, the increase of disaff ected 
work or the decline of meaningful activities, which could 
be avoided by an abandonment of growth.

Green growth and post-growth

The need for a fundamental transformation of the eco-
nomic system is also shared by various contributions 
considering the approach of green growth. However, 
the content and direction of this transformation process 
is a diff erent one, as the dominating idea suggests that 
ecologically sound growth is very much possible if eco-
nomic development is embedded in an ecological ori-
entation (see e.g. Jacobs, 2013; Jacobs and Edelhofer, 
2014). For this, the promotion of ecological innovation is 
seen as central. It is based on the concept that techni-
cal innovations in favour of greater effi  ciency in the use of 
raw materials and energy as well as an increase in exist-
ing recycling rates could decouple the tradeoff  between 
economic growth and resource consumption. If these in-
novations are realised and adapted to worldwide markets, 
it would generate economic growth at the same time. This 
is of particular relevance since it is assumed that without 
an increase in GDP per capita, the needed investments 
for an ecological transformation could not be fi nanced 
and the existing level of social well-being could not be 
sustained (German Federal Advisory Council on Global 
Change, 2011).

Simulations based on the concept of green growth 
show the possibility of a relative decoupling of econom-
ic growth and environmental consumption with a lower 
increase in ecological damage than economic perfor-
mance. Moreover, alternatively modelled scenarios lead 
to an absolute decoupling, i.e. constant or even decreas-

ing negative environmental impacts with a simultaneous 
increase of economic output (Giljum et al., 2008; Meyer 
et al., 2012). However, the results of such simulations 
strongly depend on the upcoming legislation framework 
of governments and corresponding market incentives. 
Measures in favour of green growth include fi nancial in-
centives for ecological innovations as well as a reduc-
tion of legal barriers that prevent green innovations and 
business models. This approach of green growth diff ers 
from the de-growth approach, especially concerning 
the strong focus on technological progress as a driving 
force for sustainable economic growth. However, the lat-
est research insights regarding the empirical evidence 
on decoupling of GDP also show that existing economic 
systems are still far away from green growth in terms of 
suffi  cient reductions of resource use or emissions (see 
Haberl et al., 2020; Hickel and Kallis, 2020; Parrique et 
al., 2019).

In order to be able to analyse how realistic the assump-
tions and statements of both approaches are, knowl-
edge about the relationship between resource consump-
tion, ecological burdens and economic development is 
needed. However, reliable models are not yet available 
(Petschow et al., 2018). Another recent position has been 
formulated under the paradigm of a precautionary post-
growth strategy, which sees the dependency of relevant 
societal areas and institutions on growth as a central ob-
stacle for political measures adressing a suffi  cient reduc-
tion of ecological burdens, in particular in industrial coun-
tries (Seidl and Zahrnt, 2012). This position is also known 
as “a growth” or “new economics of prosperity” (see e.g. 
van den Bergh, 2011). The question of whether in the fu-
ture, for the compliance of the planetary boundaries, 
growth must either be compelled or restricted to environ-
mentally compatible innovations is not central anymore. It 
is yet uncertain which of these two developmental paths 
is ecologically sound, as the current state of knowledge 
does not allow a clear theoretical or empirical statement 
on this. The main challenge, especially in the case of de-
clining economic output, is to keep central social institu-
tions such as social security systems as resilient as pos-
sible, so that their ability to function no longer depends 
on constant economic growth. To do this, for example, it 
is recommendable to increase the statutory pension age, 
implement a supplementary funded provision or switch 
to a public guaranteed standard pension in order to de-
crease the dependency of old-age security systems on 
growth. To forward with another proposal, it is advisable 
to establish a citizen insurance and abolish the existing 
income thresholds in order to address health insurance.

Generally, it has been noted within the previous explained 
growth concepts that GDP per capita is not a compre-
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hensive or reliable indicator considering the relationship 
between economic growth and social well-being. Accord-
ingly, this indicator should not have a central role in the 
legitimation of political measures concerning the design 
of sustainability policies, or should always be considered 
in the context of other well-being indicators (Petschow et 
al., 2020).

Economic growth and measuring well-being

From an economic point of view, GDP only measures a 
part of societal well-being, as welfare is not only deter-
mined by material well-being but also by the social situa-
tion as well as an intact environment. In operationalising 
the latter two components, there are diff erent possibili-
ties. Hence, it is not surprising that there are currently a 
large number of measurement methods for prosperity, 
which diff er greatly considering their defi nition (see for 
an overview German Federal Parliament, 2013). For some 
approaches, only material well-being is measured, for 
others non-material aspects such as the existing level 
of knowledge or education, aspects of health, social re-
lationships, environmental quality or political participa-
tion are taken into account. The basis for this is not only 
objective but also subjective assessments and surveys, 
investigating e.g. individual life satisfaction or perceived 
economic insecurity.

Welfare can be expressed in monetary terms (e.g. expen-
ditures on private consumption, education, health or envi-
ronmental protection) or non-monetary terms (e.g. infant 
mortality or unemployment). Depending on the method, 
the result is depicted as a singular number or a series of 
collocated numbers. In the fi rst case, aggregated welfare 
indices are used, which has the advantage of reducing the 
complexity of the diff erent facets of welfare. Accordingly, 
the results are not only simple and comprehensible, but al-
low for interpretations about whether the overall welfare of 
a country has risen or fallen. One disadvantage of this ap-
proach is its more or less arbitrary weighting of individual 
welfare components. Moreover, problems in interpreting 
the results may arise, if singular components within the 
overall index develop in the opposite direction, not being 
refl ected in the aggregated result.

Well-known examples are the National Welfare Index, 
which includes, contrary to GDP, data on private con-
sumption, income distribution, ecological damage and 
public debt; the Human Development Index, which con-
tains, in addition to GDP per capita, life expectancy at 
birth and school attendance (but no ecological data); the 
Weighted Index of Social Progress, which comprises eco-
nomic, ecological and demographic indicators as well as 
measures on the status of women, the extent of “social 

chaos” and cultural diversity. Other, newer well-being in-
dicators also consider environmental quality by including 
variables such as healthy life expectancy (Bloom et al., 
2019).

The counterpart to these aggregated welfare indices are 
clusters of economic, social and ecological indicators. 
The individual indicators stand on an equal footing for dif-
ferent sub-aspects of wealth, their results not being off set 
against each other. Such indicator sets have the advan-
tage of being useable for specifi c political decisions due 
to their attention to detail. A disadvantage is that they of-
ten do not allow for a defi nite statement if the well-being 
of a country has generally risen or fallen. Moreover, they 
can be confusing and lead to problems of understanding. 
In order to avoid this, it is common to defi ne specifi c sets 
of indicators. An example is the indicator set developed 
by the German Council of Economic Experts and the 
French Conseil d’Analyse Économique, which – based on 
the recommendations of the Stiglitz-Sen-Fitoussi Com-
mission (Stiglitz et al., 2010) – includes diff erent measures 
on economic performance and environmental and fi scal 
sustainability, as well as objective data on quality of life 
and subjective assessments of well-being. Comparable is 
the Better Life Index of the OECD, which is complimented 
by green growth indicators, if the progress in ecological 
sustainable growth is in focus.

Finally, when considering The Limits to Growth, the cal-
culation of specifi c sustainability indices should also be 
mentioned, which diff er from the approaches presented 
so far, as they measure primarily stock variables (such 
as capital or natural assets) and their change over time 
in relation to investments and natural regeneration. The 
question in focus is, whether a society is depleting its 
economic, social and/or natural resources and endan-
gers its future level of well-being. The best-known ex-
ample might be the Ecological Footprint, calculated 
annually by the Global Footprint Network. One result of 
its calculation is the Earth Overshoot Day, which was 
reached in 2021 on the 29 July, much earlier than when it 
was calculated for the fi rst time 40 years ago – it then fell 
on the 19 December.
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International shipping has been in rough waters over the 
past years. In 2019, the growth of global trade started 
to slow (Straubhaar, 2021), and after the COVID-19 pan-
demic emerged in late 2019 and hit most countries and 
their real economy worldwide for the fi rst time in early 
to mid-2020 (Grömling, 2021). This caused signifi cant 
disruptions in supply chains and logistical problems. As 
economies started to recover, demand rapidly surged in 
2021 and international shipping has frequently been in the 
spotlight with tenfold increases in freight rates for con-
tainers, week-long queues in major ports as well as sin-
gular events such as the blockade of the Suez Canal (The 
Economist, 2021).

Considering these developments, we look at the North 
Range ports – the ports from Le Havre (France) via Rotter-

dam (the Netherlands) to Hamburg (Germany) – both their 
role as indicators for economic activity in the countries of 
the North Range and the European Union, as well as the 
major challenges that lie ahead.

The linkage between trade and ports

Precise indicators for economic development are al-
ways in demand but became much more important 
in light of the short-term disruptions of the pandemic. 
Delayed publication by statistical offi  ces are critical in 
the majority of indicators for the economy, making real-
time indicators diffi  cult. For instance, the Federal Sta-
tistical Offi  ce of Germany has issued an early indica-
tor for the economy based on freight rates of diff erent 
transport modes: road, track, air and inland shipping. 
These transport indication data are connected to eco-
nomic activity. There is, e.g. a high correlation with so-
called experimental data between truck traffi  c on Ger-
man motorways and the production of manufacturing. 
These experimental data, however, are not harmonised 
Europe-wide. Moreover, the degree of maturity, but also 
the quality of the results, diff er from offi  cial statistics. 
To conclude, international shipping is strikingly lacking 
in these indicators. In this respect, a link between mari-
time transport and trade could close a gap to link these 
to economic data.

The immediate connection of shipping to nations’ economies 
is in trade. In the EU, 80% of all imports and exports in volume 
and 50% in value are transported by ship (IHS, 2021). Espe-
cially countries that export and import internationally, such as 
Germany or the Netherlands, depend highly on global trade.
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One established approach to measuring international 
trade volume is the Container Throughput Index (RWI/
ISL, 2022). It includes data on container throughput from 
91 international ports, which together account for around 
60% of global container throughput. The index does not 
include goods shipped without containers, e.g. vehicles 
or bulk goods (Döhrn, 2019). It is published monthly with 
a delay of about two weeks. The index represents an es-
timate of shipping activity and is comparable to the so-
called truck toll mileage index of the Federal Statistical 
Offi  ce (Destatis, 2022a). Looking at the development of 
the Container Throughput Index of the past years, a long-
term increase to 117.9 can be seen until mid-2019 (base 
year 2015 = 100). Afterwards, the index slowly starts to 
decline, indicating a reduction of global trade before the 
pandemic. Once the pandemic hit the global economy, 
the index dropped to 106.8 in March 2020 and 105.6 in 
May 2020 – its lowest value since spring 2017. The two 
major slumps in March and May can be associated with 
the lockdown in China, and later in the rest of the world 
economy. Afterwards, the container index recovered and 
quickly surpassed pre-pandemic levels (ISL/RWI, 2022).

Apart from the slightly delayed Container Throughput In-
dex, research has been put into using real-time shipping 
data as an immediate indicator for international shipping, 
and thus economic activity. Cerdeiro et al. (2020) from the 
IMF have set the methodological foundation, using the 
automatic identifi cation system of ship vessels as a basis. 
Stamer (2021) has expanded on this, including not only 
nowcasting but accurate forecasting of economic trade 
with shipping data. Applying the model to Germany, the 
results show that shipping is more accurate in indicating 
trade volume than existing indicators and can be a valu-
able extension for early economic indicators for decision-
makers (Stamer, 2021). Thus, the connection between 
shipping and economic activity of specifi c countries is 
being established and invites further research on the Eu-
ropean and international levels.

Throughput-fl ows of North Range ports

Seeing the potential of shipping in general as an early 
economic indicator for business cycles, brings into focus 
the role of the ports and their signifi cance for their re-
spective countries’ economy. Looking at the North Range 
ports, we examine how far their container throughput 
may indicate their respective countries’ economic trade 
volume. The major ports of the North Range from west 
to east are Le Havre, Zeebrugge, Antwerp, Rotterdam, 
Bremen/Bremerhaven and Hamburg. Occasionally, the 
Ports of Amsterdam, Wilhelmshaven and Dunkirk are also 
considered, but they are left out in the following analysis. 
The ports of Amsterdam and Dunkirk only have a small 

throughput relative to the main ports and tend to lose im-
portance in goods handling, while Wilhelmshaven shows 
strong fl uctuations and level eff ects due to the port exten-
sion. Listing the North Range ports by total trade volume 
in 1,000 tonnes in the second quarter of 2021, Rotterdam 
(151,478) has the highest volume, followed by the port of 
Antwerp (52,212), Hamburg (31,402), Le Havre (21,934), 
Bremen/Bremerhaven (15,902) and Zeebrugge (8,484) 
(Eurostat, 2022b).

Figures 1 and 2 provide an overview of the main North 
Range ports and their countries’ and the EU’s economic 
activity, using key statistical data provided by Eurostat 
(Eurostat, 2022a, 2022b; Destatis, 2022b). The analysis 
shows outfl ows, infl ows, and total volume of the North 
Range ports compared to their countries’ and the EU’s 
export and import levels (Figure 3). The imports and ex-
ports have been transformed into an index based in the 
fi rst quarter of 2018.

The smaller ports of the North Range, Zeebrugge and Le 
Havre, have highly fl uctuating volumes with declines after 
the 2007-2008 global fi nancial crisis and the COVID-19 
pandemic. Apart from these business cycle crises, their 
port development is decreasing, running opposite to their 
countries’ overall development in exports and imports. 
The downturn development indicates that these minor 
ports alone have no major signifi cance for their country 
and are not able to indicate business economic activity on 
their own.

The German ports of Hamburg and Bremen/Bremer-
haven had a similar development in Germany’s foreign 
trade until 2015. But while the German imports and ex-
ports kept increasing, the ports disconnected from this 
development and fl uctuated at a slightly decreasing level 
until the COVID-19 pandemic hit the European economy 
in 2020. This was also observed by Jessen-Thiesen (2022) 
when comparing port of Hamburg exports and imports 
to the EU. The sanctions against Russia due to the oc-
cupation of Crimea in 2014 (Kholodilin and Netunajev, 
2016) may explain some of this decline in trade, but not 
the full stop in growth. As Germany’s imports and exports 
kept increasing, the question arose about whether goods 
switched transport modes or were imported/exported 
through other (North Range) ports. Two of those may be 
the port of Wilhelmshaven or Gdansk, which have seen 
exploding volumes over the past years (Eurostat, 2022b).

The port of Antwerp mirrors nearly perfectly Belgium’s 
trade volume, both in imports and exports. This does not 
change when comparing exports and imports from third 
countries to total volume. This underlines the major eco-
nomic role of the port of Antwerp and the potential in us-
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ing this connection as a business cycle indicator for the 
Belgian economy (see Figures 1 and 2).

The port of Rotterdam refl ects the exports of the Neth-
erlands to third countries. Both the Netherlands and the 
port’s volumes are steadily increasing. In contrast, im-
ports from third countries through Rotterdam decreased 
since the global fi nancial crisis as the Netherlands’ im-
ports to third countries increased. In total imports and ex-
ports, the port of Rotterdam saw slight increases, though 
slower than the rest of the country (see Figures 1 and 2).

Shifting the focus to the European level, a strong con-
nection can be seen between total exports of the North 
Range ports and the EU27. The development is similar in 
imports, although the EU27 grew faster, indicating that 
imports through other ports or means of transportation 
within the EU are becoming more important. Yet, both 

time series show a strong relation, indicating the impor-
tance of the North Range ports for the European econo-
my (see Figure 3).

This short analysis has shown similar patterns for the ma-
jor North Range ports and their countries’ economies. 
Especially the port of Antwerp and Belgian foreign trade 
have shown strong similarities. At the same time, we have 
also highlighted a disconnection of the German ports to 
their country’s trade and the unimportance of the minor 
ports of Zeebrugge and Le Havre on the national level. 
Unquestionably, the North Range ports are vital for the 
European Union and their countries’ economies. It is also 
evident that the ports of Antwerp and Rotterdam had a 
stronger overall growth rate in recent years than the ports 
of Hamburg and Bremen/Bremerhaven, indicating the 
tough competition within the North Range ports and the 
competitive advantage of the former ports. It raises ques-

Figure 1
The outfl ow of North Range ports and North Range countries, 2000-2021

Index, 100=Q1 2018

Source: Eurostat (2022a, 2022b); Destatis (2022).

0
20
40
60
80

100
120
140

20
00

Q
1

20
01

Q
1

20
02

Q
1

20
03

Q
1

20
04

Q
1

20
05

Q
1

20
06

Q
1

20
07

Q
1

20
08

Q
1

20
09

Q
1

20
10

Q
1

20
11

Q
1

20
12

Q
1

20
13

Q
1

20
14

Q
1

20
15

Q
1

20
16

Q
1

20
17

Q
1

20
18

Q
1

20
19

Q
1

20
20

Q
1

20
21

Q
1

DE Bremen/Bremerhaven
0

20
40
60
80

100
120
140

20
00

Q
1

20
01

Q
1

20
02

Q
1

20
03

Q
1

20
04

Q
1

20
05

Q
1

20
06

Q
1

20
07

Q
1

20
08

Q
1

20
09

Q
1

20
10

Q
1

20
11

Q
1

20
12

Q
1

20
13

Q
1

20
14

Q
1

20
15

Q
1

20
16

Q
1

20
17

Q
1

20
18

Q
1

20
19

Q
1

20
20

Q
1

20
21

Q
1

DE Hamburg

0

50

100

150

200

BE Zeebrugge

0

20

40

60

80

100

120

140

BE Antwerp

0

20

40

60

80

100

120

140

NL Rotterdam

0

20

40

60

80

100

120

140

FR Le Havre

20
00

Q
1

20
01

Q
1

20
02

Q
1

20
03

Q
1

20
04

Q
1

20
05

Q
1

20
06

Q
1

20
07

Q
1

20
08

Q
1

20
09

Q
1

20
10

Q
1

20
11

Q
1

20
12

Q
1

20
13

Q
1

20
14

Q
1

20
15

Q
1

20
16

Q
1

20
17

Q
1

20
18

Q
1

20
19

Q
1

20
20

Q
1

20
21

Q
1

20
00

Q
1

20
01

Q
1

20
02

Q
1

20
03

Q
1

20
04

Q
1

20
05

Q
1

20
06

Q
1

20
07

Q
1

20
08

Q
1

20
09

Q
1

20
10

Q
1

20
11

Q
1

20
12

Q
1

20
13

Q
1

20
14

Q
1

20
15

Q
1

20
16

Q
1

20
17

Q
1

20
18

Q
1

20
19

Q
1

20
20

Q
1

20
21

Q
1



ZBW – Leibniz Information Centre for Economics
195

International Trade

tions about the challenges that await the North Range 
ports in the upcoming years.

Recent eff ects of the war in Ukraine on the North 

Range ports

Russia’s ongoing war in Ukraine poses a new challenge 
and uncertainty for the North Range ports. Looking at 
the direct eff ects, only a small reduction in traffi  c is to 
be expected. The North Range ports have no signifi cant 
connection to the Ukrainian economy, as there is only a 
negligible amount of shipping and hinterland transport 
to or from Ukraine. Rotterdam had the largest container 
trade volume with Ukraine of all the North Range ports 
with an average of one million tonnes per year over the 
past ten years. This represents 0.0025% of the total 
throughput of goods in Rotterdam. In all the other ports, 
this proportion is close to zero (Eurostat, 2022b). Thus, 

the eff ects of the war can be expected to be small. How-
ever, sanctions imposed upon Russia by the European 
Union and its member states, restricting specifi c goods, 
will have a much stronger impact on the North Range 
ports. All North Range ports handle a signifi cant share 
of their volume with Russia. Especially in Hamburg and 
Rotterdam, the share of Russian volume of total goods 
throughput ranged from 10% to 15% between 2016 and 
2020. The remaining ports have fl uctuating trade with 
Russia from 1% to 17% of total handling (see Figure 
4). The global economic upheavals due to the war are 
enormous, so that a further decline in trade is to be ex-
pected. A global supply crisis could grow from this and 
will imply geo-strategical changes (Jung, 2022; Kappel, 
2022). In addition, infl ation is gaining momentum due 
to recent shocks. The COVID-19 pandemic, which has 
been going on for two years, has disrupted the complex 
international supply chains in industrial production. The 

Figure 2
The infl ow of North Range ports and North Range countries, 2000-2021

Index, 100=Q1 2018

Source: Eurostat (2022a, 2022b); Destatis (2022).
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recovery process hoped for in 2022 was interrupted by 
Russia’s war in Ukraine. Not only were the supply chains 
running through Ukraine aff ected here, but the West’s 
strict sanction policy against Russia is disrupting inter-
national trade (Berlemann et al., 2022). Currently, there 
is no end in sight, which implies a potential disruption to 
trade through the North Range ports.

Further challenges for the North Range ports in the 

context of the COVID-19 shock

The North Range ports as major transport hubs are inter-
twined with Europe’s economic activity. But they are faced 
with many immediate challenges, caused by the COVID-19 
pandemic, as well as long-term transformations.

The eff ects of the pandemic-related recession on cargo 
handling in the ports cannot be foreseen. Maritime traffi  c 
has recovered quickly, however, after the initial phase of 
the COVID-19 pandemic. A further increase in freight vol-
umes is expected worldwide in the coming years, which 
could have a positive eff ect on cargo handling volumes of 
the ports. It remains to be seen whether COVID-19 could 
accelerate pressing global trends in the maritime economy 
and thus require a massive restructuring of the industry. 
However, the key dimensions of sustainability, digitalisa-
tion, and (de)globalisation have played critical roles during 
the pandemic and will infl uence ports’ development in the 
long-term perspective.

To further the discussion on the eff ects of the COVID-19 
pandemic and the key issues for port development, Fig-
ure 5 presents the expected interactions in the short- and 
long-term qualitative forecast scenarios for the key di-
mensions with regards to port development. The correla-
tions are estimated based on the preceding analysis and 
literature and do not represent an econometric relation-
ship, nor do they present a comprehensive, all-encom-
passing forecast.

For sustainability, the short term has been dominated 
by a strong reduction in relevance. The immediate ef-

Figure 3
Infl ow and outfl ow of North Range ports and EU27, 

2000-2021

Index, 100=Q1 2018

Source: Eurostat (2022a, 2022b); Destatis (2022).
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Figure 4
Share of Russian good throughput in the North Range ports, 2016-2020

Total volume in million tonnes

Source: Eurostat (2022b).
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fects of the COVID-19 pandemic might have decreased 
shipping and thus emissions, but the importance of the 
topic in society and the urgency for sustainable trans-
formation processes were disrupted. Since then, sus-
tainability has re-emerged as a key issue, especially for 
ports. Looking at the long-term perspective, ports have 
to achieve a green transformation of port infrastructure. 
This article diff erentiates the overarching themes of port 
sustainability into three dimensions. First, at the local 
level, ports need to adapt their infrastructure to oper-
ate (nearly) emission-free and to adapt to the changing 
environment. Additionally, waste management, pollu-
tion in air and water, and confl icts with natural habitats 
also play a role (Hossain et al., 2021). Secondly, in their 
role as maritime transport hubs, ports need to provide 
the necessary infrastructure for international shipping 
and hinterland transportation to run sustainably. Ports 
can create the stimulus for green shipping. However, 
the uncertain energy future for ships remains a problem 
(UNCTAD, 2021). Third, ports provide the necessary in-
frastructure for importing future in-demand resources, 
such as hydrogen or ammonia (EEA, 2021). The North 
Range ports have, for instance, begun a broad off ense 
in implementing hydrogen strategies and infrastructure 
(for Hamburg, see HHLA, 2021; for Antwerp, Hydrogen 
Import Coalition, 2021; for Amsterdam, World Hydrogen 
Summit, 2022). European ports are particularly at the 
forefront of implementing sustainability measures and 
innovations (Hossain et al., 2021), supported by vast 
EU-funded projects (Nitt-Drießelmann and Wedemeier, 
2021). Although sustainability adaptations come with 

costs and risks, they are increasingly pushed by nation-
al regulations and may present an advantage, turning 
the tide in the tough competition.

Digitalisation has benefi ted most from COVID-19 pan-
demic. Ports primarily faced disrupted supply chains and 
therefore needed to solve logistical problems (Mankows-
ka et al., 2021; Notteboom and Haralambides, 2020). This 
underlined the importance and advantages of effi  cient 
digital processes, although implementing new digital in-
frastructure is diffi  cult within a short time frame. In the 
long term, ports primarily transform their existing pro-
cesses and implement new digital tools. Ports may use 
real-time data in all their infrastructure to enhance effi  -
ciency and decision-making. This gives ports the addi-
tional role of “information integrator and provider” (Heilig 
et al., 2017, 1347). New digital processes may also gener-
ate new data and information, which in turn can be used 
to analyse ports and improve port effi  ciency.

The COVID-19 pandemic had strong deglobalising eff ects 
with countries closing their borders, withholding critical re-
sources and calling for a return to specifi c production fa-
cilities to Europe. These initially strongly aff ected ports rely 
on fl ourishing international trade and benefi t from globali-
sation. But the resurgence of world trade in 2021 indicates 
that these developments will not have a lasting impact. In 
the long-term perspective, juxtaposed trends in recent 
years, e.g. the China-US trade war, Brexit, the COVID-19 
pandemic and tensions over Ukraine, are on the rise, as 
are national foreclosures and deglobalising tendencies. 
There are growing numbers of geopolitical confl icts such 
as the war in Ukraine or Yemen, to name a few, and global 
changes such as the Belt and Road Initiative that could re-
structure competition between markets and ports. Global 
transport substitutes, power shifts and supply disruptions 
raise the geo-economic focus on the aspect of competition 
(Van de Putten et al., 2016). In contrast, (re-)established 
trade agreements such as the Regional Comprehensive 
Economic Partnership Agreement or the updated United 
States-Mexico-Canada Agreement enhance macro-re-
gional and global trade (Flach et al., 2021). Despite calls 
for deglobalisation, a reversal of globalisation is not ex-
pected to produce the benefi ts of continuously great wage 
diff erentials between developing and industrial nations, 
specialisation, and the global interconnectedness through 
digitalisation (Dullien, 2018). However, a shift from physical 
to digital goods and services may take place (Straubhaar, 
2021). If globalisation were to slow or be reversed to a cer-
tain extent, the immediate reaction for ports is a fall in de-
mand and increased competition for cargo.

In summary, all three key issues ultimately aff ect the 
competition on throughput and hinterland shares, 

Figure 5
Expected interactions of key dimensions with port 
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though port adaption to these dimensions diff er. (De)glo-
balisation is an exterior force setting the stage and spe-
cifi c adaption is diffi  cult. The key issues of digitalisation 
and sustainability are general transformations in society 
and economy, which will force adaption, either voluntar-
ily, by regulation or the expectations of customers. But 
these issues also allow North Range ports the oppor-
tunity to strengthen their positions and gain an edge in 
the already tight competition within the North Range and 
beyond.

Conclusion

This analysis has demonstrated the importance of the 
North Range ports for the European economy and 
highlighted the advances in using maritime shipping 
as an early indicator. The discussed relations of ports 
to their respective countries’ economy show similari-
ties and imply the strong value of these relations. How-
ever, the graphical nature of the analysis can only give 
an overview and no conclusions on causal relations. A 
more sophisticated econometric analysis may provide 
insights into the importance of (North Range) ports and 
expand the knowledge on economic indicators. Ad-
ditionally, the observed diff erences in the time series 
might be caused by unique events, such as massive 
shifts of shipping lines from one port to another or eco-
nomic sanctions.

Looking ahead, ports will have to adapt to an array of 
challenges. In the short term, the lockdown in Shang-
hai and Russia’s war in Ukraine will cause signifi cant 
disruptions. Sustainability, digitalisation and globalisa-
tion are long-term issues, which will inevitably aff ect the 
development and competitiveness of the North Range 
ports. In the long run, the COVID-19 shock might weak-
en. It remains to be seen how the ports adapt individu-
ally and whether alliances will emerge to increase com-
petitiveness and resilience. This may also allow sharing 
knowledge on key issues and jointly tackling transfor-
mation processes. However, Kappel (2022) states that 
the world situation has changed fundamentally as a re-
sult of the Russian war. Russia’s aggressive move slows 
global growth on the brink of recovery from the COV-
ID-19 pandemic. The growing supply crisis could herald 
a major global development. Western trading partners 
are looking for new leeway, but many states that are de-
veloping close to the EU and the United States are turn-
ing their backs and primarily looking for partnerships in 
fast-growing countries like China and India. The posi-
tioning of the North Range ports remains tense in this 
context.
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The Cost of Restricting Abortion 
Access
On May 2, 2022, an unprecedented leaked draft U.S. Supreme Court opinion was published. If it 
ends up being the fi nal decision, it would overturn the nearly 50-year old Roe v. Wade decision and 
the 30-year old Planned Parenthood v. Casey decision, which recognized a national constitutional 
right for a pregnant individual to have an abortion. Language from particular justices in both recent 
oral arguments and in the draft itself suggests a willful disregard of a plethora of scientifi c data.

First, a few salient facts about abortion in the United States. In 2011, 45% of pregnancies were 
unintended; 42% of these unintended pregnancies ended in abortion (Finer and Zolna, 2016). And 
24% of American women will have had an abortion by age 45 (Jones and Jerman, 2017). Even be-
fore this potential leaked decision and the state-level policies in the past year that spurred it, abor-
tion access had been decreasing in the U.S. for over a decade, including numerous clinic closures. 
An increase in travel distance from zero to 100 miles to the nearest abortion facility reduces the 
abortion rate by 21% and increases the birth rate by 2.4%, according to Myers (2021). Myers (2022) 
extrapolated from these results what will happen if the draft decision comes into eff ect: 100,000 
women will seek abortions and be unable to reach a provider, and 75,000 of them will give birth.

As an economist, I worry about the broader costs of these missed abortions. The best evidence 
comes from the Turnaway Study (Dobkin et al., 2014), which collected data on nearly 1,000 wom-
en who visited 30 abortion facilities across the US from 2008 to 2010. Some of their pregnancies 
were before the gestational age cut off  and so could receive an abortion, whereas others were 
“turned away” as their pregnancies were too far along. While there are many papers published 
as part of the Turnaway Study, the most salient economics paper matches those 1,000 women 
with their credit bureau fi les from Experian. From this data, we learn that before seeking an abor-
tion the women who were turned away were ex ante similar to those who were not (validating this 
natural experiment), and that those turned away had worse household fi nancial situations for 
years to come (Miller et al., 2020).

As a healthcare economist, I also worry about the non-reproductive consequences. Cecile Rich-
ards, then president of Planned Parenthood Federation of America (2014), often said, “For many 
Americans, our doctors and nurses are the only health care providers they see.” My own work 
has investigated the relationship between access to women’s health clinics and preventive care 
in: Texas, Wisconsin and Ohio. We found that a 100-mile increase in driving distance to the near-
est clinic (which may be the case when a clinic closed) decreases the annual utilization rates of 
clinical breast exams by 11%, mammograms by 18% and Pap tests by 14%. These eff ects are 
larger for women of lower educational attainment and for ethnic minorities (Lu and Slusky, 2016).

An amicus brief fi led by 154 economists summarized not just this broad literature but also the 
causal inference methods that recently won a Nobel Prize. Unexpectedly, the brief came up in 
the Supreme Court’s oral arguments (Dobbs v. Jackson Women’s Health Organization, 2021b):

Julie Rikelman (Lawyer from the Center for Reproductive Rights): In fact, the data has been 
very clear over the last 50 years that abortion has been critical to women’s equal participation 
in society. It’s been critical to their health, to their lives, their ability –

Chief Justice John Roberts: I’m sorry, what kind of data is that?

David Slusky, University of 
Kansas, Lawrence, USA.
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Rikelman: I would refer the court to the brief of the economists in this case, your honor. It 
compiles data showing studies based on actually on causal inference, showing the legaliza-
tion of abortion and have these benefi ts for women in society. Again, those benefi ts are clear 
for education, for the ability to pursue a profession, for the ability to –

Chief Justice Roberts: Putting the data aside…

This exchange to me really exemplifi es my key points here. First, there is an enormous wealth of 
economic research that shows that access to abortion and reproductive health care has broad 
economic benefi ts. Second, many of those who sit on the United States Supreme Court seem 
intentionally unaware of this research. Justice Alito, author of the leaked draft, writes that:

When a concrete reliance interest is asserted, courts are equipped to evaluate the claim, 
but assessing the novel and intangible form of reliance endorsed by the Casey plurality is 
another matter. That form of reliance depends on an empirical question that is hard for any-
one—and in particular, for a court—to assess, namely, the eff ect of the abortion right on 
society and in particular on the lives of women.

Professor Myers summarized this disregard of scientifi c data as follows: “I think we need the 
data. And we have it. And we gave it to them…And it just seems to not be refl ected in that draft” 
(Kolhatkar, 2022).

Legislators, policymakers, judges and justices are free to say that economic data and conclu-
sions are outweighed by other factors. But it is not intellectually honest to disregard these 
conclusions – to “put the data aside” or to claim that tangible, quantitative questions are “hard 
for anyone to assess”. It is not hard. Economists have done the work and presented the results. 
Intellectually honest and morally consistent individuals in positions of power have an obligation 
to own the consequences of policy they make or make other policy that mitigates those conse-
quences. Willfully ignoring those consequences is reprehensible.
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