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In 2022, when Russia invaded Ukraine, Kyiv had an outdated defense-industrial base that was
unable to meet the demands of the conflict. In the first year of the war, it was almost entirely
dependent on Western arms shipments. Though Ukraine still lacks the ability to produce many of the
weapons it needs to stave off the invasion, such as jets and missile interceptors, it has undergone
one of the fastest wartime transformations in history. Ukrainian defense production capacity rose
from roughly 1 billion euros in 2022 to an estimated 55 billion euros in 2026.

Once a loose network of independent engineers and small companies assembling improvised drones
in warehouses, the domestic market is now dominated by local companies: By 2025, 82 percent of
suppliers to the Ukrainian army were homegrown. In the years since the invasion began, the country
has become the world’s largest producer of military drones, a leading developer of battlefield
software, including autonomous systems and, increasingly, an exporter of defense technology and
expertise.

It is difficult to overstate the importance of drones. Ukraine now produces 10 million annually, up from
300,000 in 2023. The industry grew so rapidly that at one point, it started producing more weapons
than the military could buy. Another problem for the Ukrainian drone manufacturers was the lack of
domestic financing — Ukrainian banks didn’t want to invest in production lines that were a priority
target for Russian missiles. Setting up partnerships with allies was thus vital for Ukraine’s defense
industry, which is why, starting in 2024, Kyiv established joint ventures with Western weapons
producers, including Germany’s Rheinmetall, U.K.-based BAE Systems and Franco-German KNDS.

The European Union then began to institutionalize its cooperation with Ukraine’s defense sector. It
shifted from a model where it was simply financing Ukrainian companies or purchasing their
products, to one where it is integrating Ukraine’s system of continuously innovating and upgrading
weapons based on battlefield conditions into its own defense-industrial base. Ukraine supplies
battlefield-tested designs and expertise, including in the form of data collected during tens of
thousands of combat flights, enabling some of its partners to train artificial intelligence models. The
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EU, in turn, provides capital, access to procurement systems, large-scale manufacturing capacity
and industrial facilities that are less exposed to Russian attack.

The best example of this partnership is BraveTech EU — a joint initiative between the European
Union and Ukraine designed to fast-track the development and deployment of battlefield-proven
technology — which links Ukraine’s defense technology platform with the European Defense Fund,
the European Defense Agency and the EU Defense Innovation Scheme. The initiative helps integrate
Ukrainian companies into European business accelerators and, importantly, gives them access to
European grants, financing and procurement mechanisms. The initiative is backed by 50 million
euros ($57 million) from the European Union, matched by 50 million euros from the Ukrainian
government. Separate EU schemes are also in play, intended to unlock hundreds of millions of euros
in additional private investment.

Still, the problem Kyiv faced was that few buyers were looking for what Ukraine and its estimated
1,200 defense companies had to offer. That changed with the war against Iran.

The solution, ironically, came from years of military cooperation between Moscow and Tehran. When
U.S. bombs started falling on Iran, it became clear that Ukraine was the only country positioned to
offer ready-made, efficient and affordable solutions to defend against the threats posed by Iran. The
most significant of these solutions was Ukraine’s expertise in constructing a multilayered air defense
system against the kinds of drones Iran used against the Gulf states. In contrast to the Gulf states’
existing system, Ukraine offered solutions that did not rely on million-dollar interceptor missiles.

By March 2026, 11 countries in the Middle East had asked Kyiv for assistance in defending against
Iranian drones. Ukraine, a country that for years had been seen as merely holding on against the
Russian onslaught, sent hundreds of military experts to the United Arab Emirates, Qatar, Saudi
Arabia, Kuwait and elsewhere to help with drone defense. As the fighting in the Middle East
continued, Ukraine signed 10-year agreements with Saudi Arabia, Qatar and the UAE covering
counter-drone technology, air defense, cybersecurity, joint production and training. Ukrainian
President Volodymyr Zelenskyy said the agreements also envisaged Gulf investment in Ukraine’s
defense industry.

In the U.S., a Ukrainian company called Swarmer, which produces Al-based software for drones,
made its public-market debut on the NASDAQ. General Cherry, a Zaporizhzhia-based producer of
first-person view drones, signed deals to establish production sites in the United States. Sine
Engineering, a company that helps drone manufacturers shield their products from jamming, was
chosen as the first project for the U.S.-Ukraine Reconstruction Investment Fund, part of the “minerals
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deal” between Kyiv and Washington.

Ukraine still depends on Western military assistance and remains unable to manufacture many of the
conventional systems required for a prolonged war. But the relationship with its allies is becoming
increasingly reciprocal. Europe and the United States continue to supply Ukraine with financing and
weapons, while Ukraine is supplying technologies and operational experience that Brussels,
Washington, the Gulf states and, according to rumors, even Japan and Taiwan are seeking to
incorporate into their own defense sectors. As Russian arms exports are plunging, Ukraine, a country
with a significantly smaller military-industrial complex, is beginning to occupy a niche on the defense
market that's centered on drones, Al, electronic warfare and battlefield management software.

But the push to arm the West and its allies with Ukrainian weapons and defense solutions stems not
just from economic or even military realities but also from political ones. While Ukraine still enjoys
support from the publics of Western nations, it's becoming harder for Western leaders to sell massive
aid packages to the taxpayers who ultimately have to pay for them. With the war now well into its fifth
year, Kyiv is all too aware that war fatigue has taken hold across Europe and many of Ukraine’s
allies.

With its successful campaign of deep strikes against Russia’s oil infrastructure and its partnership
with the Gulf states in defending against Iranian attacks, Ukraine is achieving a much-needed shift in
perception — one that positions it not as a perennial victim of Russian aggression but as a strategic
partner and contributor to the global security architecture.

Andrew Ryvkin is a journalist and analyst who writes for Air Mail and The Atlantic on Russia and
U.S.-Russia relations. He previously worked in Russian politics and media, and has lectured at
universities including Harvard and Yale on the Kremlin’s political messaging.

Author: Geopolitical Futures
Read more from this author on geopoliticalfutures.com

The Promise of Ukraine’s Military-Industrial Complex
by Geopolitical Futures - July 20, 2026 | Copyright © Geopolitical Futures. All rights reserved. Page 3


https://geopoliticalfutures.com/author/gpfstaff/
https://geopoliticalfutures.com

