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Abstract 
 

In 2019, the United States government spent over $588 million to build partner capacity (BPC) in 

Ukraine. Within the U.S. government, departments and agencies such as the United States Agency 

for International Development (USAID), Department of Defense (DoD), and Department of State 

(DoS) spend tens of millions of dollars each year developing, funding, and conducting programs 

that primarily focus on three things—governance, security, and the economy. One of the primary 

goals of capacity-building efforts in Ukraine is to legitimize the government and strengthen our 

alliance. The DoD focuses capacity building efforts on improving the security and defense 

capabilities of Ukraine. As a U.S. Army Special Operations Forces Civil Affairs officer, I spent 

six years focused on capacity-building efforts in Eastern Europe. A key component of the Civil 

Affairs mission was strengthening our relationships and deterring foreign aggression through 

defense capacity-building operations. Working closely with U.S. allies and partners, I gained 

considerable experience developing, refining, and practicing crisis response coordination 

programs through the U.S. embassy’s Office of Defense Cooperation. In my experience working 

with allies in Eastern Europe, capacity-building efforts had marked success, but in a non-NATO 

ally such as Ukraine are U.S. investments making long-term positive change? 
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1. Introduction 

There are strategic goals behind the United States’ building partner capacity (BPC) efforts 

in Ukraine. This thesis will examine those efforts from 1991 to 2019 and seeks to answer the 

question “Is the return on investments made by the U.S. government to improve the governance 

and security of Ukraine making a positive quantitative impact?” The U.S. invests billions of dollars 

to safeguard Americans, and also to make the world a more secure and safe place for America’s 

partners and allies through programs that promote democracy, freedom, and security. There are 

many U.S. and foreign organizations that provide BPC services to Ukraine, but this thesis focuses 

primarily on the efforts of the three largest U.S. contributors: DoD, DoS, and USAID. 

The cornerstones for the U.S.’s building partner capacity strategy focus on governance, the 

economy, and security. This thesis uses the United Nations’ Human Development Index (HDI) as 

the dependent variable, and analyzes the change in HDI from 1991 to 2019. The United States 

invested billions of dollars during that 28-year timeframe. The change in Ukraine’s HDI, an index 

that accounts for governance, economic status, and security among many other variables, will 

determine what type of impact U.S. BPC efforts made, and if those investments met the U.S.’s 

strategic goals. The analysis used data primarily from the United Nations (UN), The World Bank, 

World Health Organization (WHO), Department of Defense (DoD), Department of State (DoS), 

and the United States Agency for International Development (USAID). The research weighs the 

change in HDI using relevant variables.  Finally, the thesis examines what threats BPC efforts face 

and which programs demonstrated success over the analyzed period.  
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2.  Literature Review 

2.1 The State of Affairs in Ukraine 

 U.S. interest in Ukraine increased at the end of World War II. Haran states, “[post war 

immigrants] became a factor in American domestic and foreign policy; the CIA and Radio 

Liberty also used them in the ideological struggle against the Soviet Union during the Cold 

War.”1 Ukraine and Russia share a long history, and taking into account that Ukraine was a part 

of the Soviet Union for nearly 75 years, once it gained its independence in 1991, many of those 

legacy government, economic, and security systems remained in place. After the fall of the 

Soviet Union, the U.S. quickly moved to establish diplomatic relations with Ukraine. Because of 

its proximity to Russia, diplomatic relations with Ukraine were of considerable importance to 

American foreign policy. Pifer notes, “When the Soviet Union collapsed in 1991, Ukraine had on 

its territory the world’s third largest nuclear arsenal—including some 1900 strategic nuclear 

warheads arming 176 intercontinental ballistic missiles (ICBMs) and 45 strategic bombers—all 

designed to strike the United States”2 Haran underscores America’s keen interest in Ukraine in 

his observation, “The conflicts in this region influence the domestic and foreign policies of 

Russia and destabilize the situation in Eastern Europe, providing new challenges for Western 

policy in this region.”3 However, the U.S. had to be very careful playing its hand in foreign 

affairs. Paris and Zakaria argue, “Consequently, as peacebuilders push for instant liberalization, 

they are sowing the seeds of conflict, encouraging rivals to wage their struggle for supremacy 

through markets and ballots.”4 In Ukraine’s case, the U.S. did not take drastic steps after the fall 

of the Soviet Union for that precise reason. 

 
1 Haran, O. (1995), p.8. 
2 Pifer, S. (2015), p.3. 
3 Haran, O. (1995), p.4. 
4 Paris, R. and Sisk, T. (2009), p. 24. 
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On December 19, 2008, the U.S. and Ukraine signed the U.S.-Ukraine Charter on 

Strategic Partnership to formalize relations and explicate the terms of the relationship. According 

to the U.S. Embassy in Ukraine website:  

“The U.S.-Ukraine Charter on Strategic Partnership highlights the importance of 
the bilateral relationship and outlines enhanced cooperation in the areas of 
defense, security, economics and trade, energy security, democracy, and cultural 
exchanges. It also emphasizes the continued commitment of the United States to 
support enhanced engagement between the North Atlantic Treaty Organization 
(NATO) and Ukraine. To fulfill one of the key tenets of the charter, the two 
countries have established the Strategic Partnership Commission.”5  
 
In February of 2014, the Euromaidan Revolution demonstrated the Ukrainian people’s 

resolve to further themselves from the Russian Federation and join European Union. Violent 

protests broke out in the capital of Kyiv, while nondescript Russian soldiers quietly invaded and 

annexed the Crimean Peninsula. In Eastern Ukraine, Russian-backed separatists battled 

Ukrainian military and police forces in Donbass with ongoing hostilities continuing to this day. 

In the aftermath of the Euromaidan Revolution, pro-Russian President Yanukovych was ousted, 

but Russia had control of two eastern regions of Ukraine, Crimea and Donbass. The aggressive 

actions taken by Russia on Ukrainian soil presented political, security, and economic challenges 

to both the U.S. and the European Union. 

 Another problem presented by Yanukovych’s removal was the gap left in the 

government, leading many Ukrainian citizens to fear that the government was no longer 

legitimate. Sisk notes, “The transition paths often feature the formation of interim governments, 

sometimes create constitutions-making processes, and, at some point, envisage an electoral 

process to imbue post-war governance with popular legitimacy.”6 In May, 2014, while hostilities 

continued in Donbass, Ukrainian citizens went to the polls to elect a new president and legitimize 

 
5 Department of State (2020), https://www.state.gov/reports/2020-investment-climate-statements/ukraine/. 
6 Paris, R., and Sisk, T. (2009), p. 196. 
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the democratic government body. More impressive, three separate election-monitoring 

organizations, including two international organizations—the Organization for Security and 

Cooperation in Europe and the European Network of Election Monitoring Organizations—found 

that the overall election process was “in line with international commitments and that sixty 

percent of the electorate voted, an impressive number given that armed separatists in Donetsk 

and Luhansk—where about 14 percent of the Ukraine’s voters reside—prevented voting in most 

precincts in those oblasts.”7 The election oversight organizations confirmed that Ukraine was 

capable of planning, preparing, and conducting [mostly] successful democratic elections 

according to Pifer’s report.8  

2.2 The United States’ Strategy 

There are many altruistic and selfish reasons why the U.S. is interested in a peaceful and 

prosperous Ukraine, and to a larger extent, Europe. The obvious economic reason is that the U.S. 

must ensure economic and political stability in Europe to protect the U.S. economy. Meese, 

Nielsen, and Sondheimer add, “the U.S. has an interest in maintaining close ties in Europe to 

balance against the influence of the major successor state to the former Soviet Union, Russia.”9 

Other important considerations include continued air and ground access to U.S. partners and 

allies, and combating transnational threats such as terrorism, weapons of mass destruction, and 

arms trafficking among others.  

According to Pifer, to address the concerns, “The U.S. government has three vectors in its 

response to Russian’s actions: 1. Bolster the Ukrainian government, 2. Reassure NATO allies 

unnerved by Moscow’s aggressive behavior, and 3. Penalize Russia with the objective of 

 
7 Pifer, S. (2014), p. 4.  
8 Ibid. p.4.  
9 Meese, et al. (2018), p. 574. 
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promoting a change in Russian policy.”10 To accomplish the first action, the U.S. sent senior 

U.S. officials to the capital, Kyiv, to include Vice President Joe Biden. For Ukrainian citizens, 

the U.S. actions demonstrated support to the Ukrainian government, which lent it legitimacy 

during a very fragile period. One central aspect of U.S.-Ukrainian relations is building partner 

capacity. 

U.S. Government BPC initiatives originate with the National Security Strategy (NSS). 

President Donald Trump’s 2017 NSS foundation consists of four pillars: 1. Protect the American 

People, the Homeland, and the American Way of Life 2. Promote American Prosperity 3. 

Preserve Peace Through Strength 4. Advance American Influence. Diplomacy and statecraft are 

key components Pillar III, and according to the NSS: 

“Diplomacy is indispensable to identify and implement solutions to conflicts in 
unstable regions of the world short of military involvement. It helps to galvanize 
allies for action and marshal the collective resources of like-minded nations and 
organizations to address shared problems.”11 
 

2.3 Department of State 

 The DoS states its mission is to “lead America’s foreign policy through diplomacy, 

advocacy, and assistance by advancing the interests of the American people, their safety and 

economic prosperity.”12 Within the DoS is the Bureau of European and Eurasian Affairs (BEEA) 

whose stated mission is: 

“The Bureau of European and Eurasian Affairs, headed by Acting Assistant 
Secretary Philip T. Reeker, develops and implements U.S. foreign policy in 
Europe and Eurasia. The Bureau promotes U.S. interests in the region on issues 
such as international security, NATO, coordination with the European Union and 
other regional organizations, support for democracy, human rights, civil society, 
economic prosperity, counterterrorism, and nonproliferation.”13 
 

 
10 Pifer, S. (2014), p. 2. 
11 National Security Strategy (2017), p. 33. 
12 Department of State (2020), https://www.state.gov. 
13 Ibid.  
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The DoS directs all BPC efforts within Ukraine. The DoD, USAID, and all other 

intergovernmental organizations (IGO) and non-governmental organizations (NGOs) fall under 

the direction of the DoS, except during armed conflict when the DoD may temporarily be the 

lead department. In Ukraine, the DoS directs more than hundreds of millions of dollars each year 

to programs that fight corruption, stabilize the financial sector, reform the justice system, 

improve the education system, and of course train and modernize its defense force. As one of its 

key focuses, DoS states: 

“Ukraine’s economic recovery nevertheless remains fragile as it continues to 
struggle to overcome years of corruption and government mismanagement, and 
as vested interests and oligarchic influences continue to manipulate public policy 
for personal gain.  The latter has jeopardized a new IMF assistance program, 
which is the linchpin for international financial support for Ukraine and a crucial 
factor in maintaining investor confidence in the country.”14 
 

2.4 The Department of Defense Strategy 

The DoD’s National Defense Strategy (NDS) nests its objectives to the NSS. With the 

reemergence of near-peer threats and strategic competition from Russia and China, the DoD is 

very keen on ensuring the safety and security of American citizens, Allies, and partners abroad.  

Therefore, it is no surprise to find that the 2018 NSS emphasizes diplomacy and strategic 

partnerships as a key focus. In the European theater, the NSS focuses on “deterring foreign 

aggression, bolstering partners against coercion, and sharing responsibilities for common 

defense.”15 This objective is particularly relevant to Ukraine considering the annexation of 

Crimea and continued military action in Ukraine’s eastern Donbass region by Russian military 

and proxy forces. 

 

 
14 Department of State (2020). https://www.state.gov. 
15 National Defense Strategy (2018). p. 6. 
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Of particular concern to Ukraine is the NDS objective of maintaining regional balance in 

Europe by integrating with interagency partners such as the DoS and USAID among many 

others. The NDS states: 

“Effectively expanding the competitive space requires combined actions 
with the U.S. interagency to employ all dimensions of national power. We will 
assist the efforts of the Departments of State, Treasury, Justice, Energy, 
Homeland Security, Commerce, USAID, as well as the Intelligence Community, 
law enforcement, and others to identify and build partnerships to address areas of 
economic, technological, and informational vulnerabilities.”16 
 
The NDS seeks to counter coercive and subversive actions by malign actors, as well. 

Russia’s actions in Crimea and Donbass demonstrated it willingness and intent to delegitimize 

the Ukrainian government. Working through interagency partners and allies, the DoD commits 

manpower and resources to mitigate the influence of “revisionist powers and rogue regime that 

use corruption, predatory economic practices, propaganda, political subversion, proxies, and the 

threat or use of military force to change facts on the ground.”17 In response to Russia’s 

aggressive actions and tactics towards Ukraine during the EuroMaidan Revolution, the U.S. 

increased its BPC efforts in Ukraine.  

 The DoD focuses its BPC efforts on training and equipping Ukrainian security and 

defense forces. The DoD conducts bilateral and multilateral  

2.5 The United States Agency for International Development 

 For USAID’s part, civil engagement with state and local governments to promote long-

term democracy and economic independence is the agency’s primary focus. However, USAID 

recognizes the current challenges it faces in its statement: 

“Ukraine’s commitment and capacity to progress towards self-reliance is 
hampered by an ongoing two-front war -- against Russia’s full-scale aggression 
on the one hand, and against its internal legacy of corruption on the other -- with 

 
16 National Defense Strategy (2018). p. 7. 
17 Ibid. 
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deep consequences for the future of Europe, regional stability, and the United 
States, for whom a strong and free Europe is a cornerstone national security 
goal.”18 
 
To combat these challenges, USAID created a 2019-2024 Country Development 

Coordination Strategy which calls for a “specific focus on anti-corruption efforts, countering the 

impacts of Russia's aggression, and promoting economic development and energy security in 

Ukraine. USAID will also continue to support efforts to strengthen democracy and good 

governance, improve health care systems, and mitigate the effects of the conflict in the east.”19 

USAID contributed over $3 billion in aid to Ukraine since 1992, resulting in sweeping changes 

to its government and economy. For one, Ukraine transitioned from a command economy—

where the government dictates the type, amount, and price of goods—to a free market economy. 

With a 2019 budget of nearly $161 million, USAID currently funds 130 activities across 17 

sectors with over 60 partners in Ukraine. 

2.6 Issues Affecting BPC Efforts 

 Unforeseen events such as the COVID-19 global health pandemic represent a relevant 

example of the fragility of post-conflict states, and states who recently earned their independence 

such as Ukraine. Since its independence, Ukraine was extremely vulnerable to corruption by 

state elitists and oligarchs which can destroy BPC efforts. Additionally, U.S. sentiment for BPC 

changes with political parties in both the executive branch and in the legislature. As a result, the 

budget for BPC efforts is tightly controlled by Congress for the DoS, DoD, and USAID.  

 Another issue regarding BPC efforts in Ukraine is its absence from international 

organizations such as the North Atlantic Treaty Organization NATO and the European Union 

(EU). Because it is not a member, it does not receive the economic, security, or political benefits 

 
18 USAID (2020). https://results.usaid.gov/results/country/ukraine?fiscalYear=2019. 
19 Ibid. 
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shared by the organizations. Members of NATO benefit from shared security and cooperative 

peace agreements, and serve as a force multiplier during conflict to reduce the burden on any one 

country. EU members benefit from economic stability, trade agreements, and a broad product 

market.  

 One of the greatest challenges facing the three departments in BPC efforts is the issue of 

vetting. USAID states: 

 “The purpose of the Partner Vetting System is to help mitigate the risk that 
USAID funds and other resources could inadvertently benefit individuals or 
entities that are terrorists, supporters of terrorists or affiliated with terrorists, 
while also minimizing the impact on USAID programs and its implementing 
partners. This final rule sets out the requirements for the vetting of Federal 
awards, requirements including award terms for PVS, and applies PVS to a pilot 
program and any subsequent implementation of PVS that is determined 
appropriate. It follows publication of a proposed rule and takes into 
consideration the public comments received.”20 
 
Finally, it is very difficult to measure the success of a capacity building program when 

there is not a clearly defined end state. Unfortunately, in many cases—especially the DoD—

undefined end states result in prolonged and costly programs that lead to dependence. Paris and 

Sisk argue that “there is no reliable formula for transforming a fragile ceasefire into a stable and 

lasting peace”21 It is an extremely complex undertaking to change the systems and processes of a 

formerly communist state into a democracy in a short period of time—which is exactly what the 

U.S. is working towards in Ukraine.   

This thesis seeks to compare variables that directly affect the HDI of Ukraine to 

determine if U.S. foreign aid investments in Ukraine are positively correlated to its HDI.  

 H1: There will be a positive causal relationship between the change in HDI and the 

amount of money spent by the U.S. government in foreign aid programs in Ukraine. 

 
20 USAID (2020). https://results.usaid.gov/results/country/ukraine?fiscalYear=2019. 
21 Paris, R., and Sisk, T. (2009). p. 1.  
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 Linear Relationship. The analysis of the first hypothesis follows a multiple linear 

regression model using ordinary least squares. The regression estimates the relationship between 

the dependent variable, HDI, and the independent variables with a focus on the relationship 

between change in HDI and aid. It is hypothesized that U.S. in government, economic, and social 

programs will have a positive effect on Ukraine’s HDI over time.  

 H2: There will not be a positive causal relationship between the change in HDI and the 

amount of money spent by the U.S. government in foreign aid programs in Ukraine. 

3. Data and Methods 

3.1 Data Sources 

The analysis is based on data collected from USAID’s “Dollars to Results: Ukraine” data 

set; DoS foreign assistance data set (1991-2019); the United Nations’ Human Development 

Report (2019); The World Bank Data Catalog (2019); the U.S. Overseas Loans and Grants 

Greenbook (1991-2019), and the Freedom House database. The data retrieved is publicly 

available information, and collected annually at the national and international levels. As this 

research uses multiple sources of data that contribute to the dependent and independent variables, 

details of each source will be discussed with each variable independently in the variables section 

(3.2 Variables).  

3.2 Variables 

Dependent Variable: Human Development Index 

  The UN created the Human Development Index (HDI) as a tool to measure human 

development along three dimensions: a long and healthy life; access to knowledge; and a decent 

standard of living. The HDI uses these factors to create an index between zero and one, with one 

being the highest possible value. The UN states that the HDI is the “geometric mean of 
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normalized indices for each of the three dimensions.”22 The HDI is strongly influenced by 

additional factors beyond the change in HDI. According to the United Nations Development 

Programme (UNDP): 

“The HDI was created to emphasize that people and their capabilities should be the 
ultimate criteria for assessing the development of a country, not economic growth alone. 
The HDI can also be used to question national policy choices, asking how two countries 
with the same level of GNI per capita can end up with different human development 
outcomes. These contrasts can stimulate debate about government policy priorities. The 
Human Development Index (HDI) is a summary measure of average achievement in key 
dimensions of human development: a long and healthy life, being knowledgeable and 
have a decent standard of living.”23 
 

 The HDI measures 12 categories, called human development indicators, that directly 

affect the standard of living of a person. The 12 human development indicators are: Health, 

Education, Income/Composition Resources, Inequality, Gender, Work/Employment 

Vulnerability, Human Security, Trade and Financial Flows, Mobility and Communication, 

Environmental Sustainability, Demography, and Socio-economic Sustainability. In 1990, 

Ukraine’s HDI was 0.7—for comparison, the U.S. HDI in 1990 was 0.86. The UN calculated the 

HDI every five years until 2010, and now it collects the data annually. In 2019, Ukraine ranked 

88th in the world with a HDI of 0.75, a marked improvement from 1990. An important aspect 

regarding HDI is that it does not require a country to be a democracy, which allows comparisons 

between states with various types of governments. 

Independent Variables: U.S. Government Aid 

 U.S. Government aid data for the DoS, DoD, and USAID was retrieved from the U.S. 

Overseas Loans and Grants Greenbook, which tracks the unclassified yearly spending of nearly 

all overseas government spending from all U.S. departments and agencies by country. The 

 
22 UNDP (2019). http://hdr.undp.org/en/content/human-development-index-hdi. 
23 Ibid.  
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Greenbook provides data going back to 1946. However, as mentioned previously, Ukraine only 

gained its independence in 1991, so U.S. investment data begins that year.  

Each year Congress approves the budget allocated for foreign aid. U.S. government 

foreign policy initiatives and bureaucracy have strong impacts on the budget allocated for BPC 

efforts, especially those efforts that invest in non-alliance nations such as Ukraine. However, the 

U.S. investment data demonstrates the nation’s priority to support the democratization and 

security development of Ukraine. 

The analysis looks at all [unclassified] associated costs of foreign aid programs by the 

U.S.’s three largest contributors—DoS, DoD, and USAID—on a year-by-year basis from 1991-

2019.  The data for the budget was adjusted for inflation. Additionally, a one-year lag for each 

year of aid was implemented in order to more accurately reflect its impact. It is hypothesized that 

continued contributions of US foreign aid over the 28-year time period should result in an 

increase in the HDI over time. 

Other Independent Variables 

 Additional variables are used to more accurately reflect the changes in HDI, whether due 

to U.S. capacity-building efforts or not. Paris and Sisk (2009) note that ensuring a peaceful and 

successful transition of government requires exceptional oversight.24 With this in mind, 

Ukraine’s transition to a sovereign nation provides the opportunity to study and analyze the 

effects of BPC efforts as Ukraine developed governmentally, economically, and socially over the 

past 30 years.  

 

 

 
24 Paris, R., & Sisk, T. (Eds.) (2009), p. 104. 
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Democracy Score 

 The democracy score is an aggregate of surveyed data collected by Freedom House that 

measures the level of democracy in a given country. The democracy score is derived from a 

compilation of data within the fields of political rights and civil liberties. Freedom House states, 

“The democracy score incorporates separate ratings on national and local governance, electoral 

process, independent media, civil society, judicial framework and independence, and 

corruption.”25 For Ukraine, the democracy score is an important indication of the state’s ability 

to govern in accordance with democracy principles—legitimate elections, low corruption, civil 

rights, and fair judicial practices.  

The DoS and USAID invested heavily in improving Ukraine’s government framework; 

primarily, to reduce corruption and improve democratic practices. In 2019 alone, USAID 

invested more than $81 million in government programs. USAID implemented programs that 

trained more than ninety-nine thousand election officials, and introduced, or changed, more than 

40 public policies.26 It is expected that the substantial investment in Ukraine’s governance 

should have a positive correlation to HDI. 

Education 

 The education variable is primary school completion rate by percent of relevant age 

group, as calculated from the total population. The variable describes the number of new entrants 

(enrollment minus repeaters) in the last grade of primary education, regardless of age, divided by 

the population at the entrance age for the last grade of primary education. The development 

relevance of the variable is stated in the World Bank’s glossary as: 

 “The World Bank and the UNESCO Institute for Statistics jointly developed the 
primary completion rate indicator. Increasingly used as a core indicator of an 

 
25 Freedom House (2019). https://freedomhouse.org/countries/nations-transit/scores 
26 USAID (2020). https://results.usaid.gov/results/country/ukraine?fiscalYear=2019 
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education system's performance, it reflects an education system's coverage and 
the educational attainment of students.”27 
 

 Noted within the data are several data points that have a value greater than one hundred 

percent. In these cases, the World Bank notes that “The numerator may include late entrants and 

overage children who have repeated one or more grades of primary education as well as children 

who entered school early, while the denominator is the number of children at the entrance age for 

the last grade of primary education.”28  

Education is an essential component to the HDI. It is a fundamental resource that is 

widely regarded as a service that governments are responsible for ensuring is available to 

citizens. In Ukraine, education is compulsory through grade 12, and is provided at no charge to 

students who attend public schools. It is important to note that the education system in Ukraine 

was shaped by the Soviet rule for most of the 20th century. After the collapse of the Soviet 

Union, the Ukrainian government initiated various reforms the education system to include 

private education opportunities. However, quality control of the centralized school system was 

not fully regulated until only recently in 2019.  

U.S. investment in Ukrainian education programs should increase, or maintain, level of 

education attainment over time. It is understood that initial investment does not result in 

immediate results, therefore it is expected that the education variable will increase incrementally 

at a staggered rate in line with U.S. investment in education programs in Ukraine. 

 

 

 

 
27 The World Bank (2021). https://databank.worldbank.org/metadataglossary/millennium-development-
goals/series/SE.PRM.CMPT.ZS 
28 Ibid. 
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Gross Domestic Product, per capita (constant LCU) 

The World Bank measures the gross domestic product, per capita (constant local 

currency) for 264 countries and territories around the world each year. The World Bank defines 

GDP per capita (constant LCU) as: 

 “GDP per capita is gross domestic product divided by midyear 
population. GDP at purchaser's prices is the sum of gross value added by all 
resident producers in the economy plus any product taxes and minus any 
subsidies not included in the value of the products. It is calculated without making 
deductions for depreciation of fabricated assets or for depletion and degradation 
of natural resources. Data are in constant local currency.”29 

 
GDP per capita measure the economic performance of a country and is an important 

indicator of financial security and economic wellbeing of citizens. As one would imagine, 

GDP per capita affects many of the components of the HDI to include trade and financial 

flows as well as socio-economic sustainability.  

Gross National Income 

 Economic development is measured by gross national income (GNI) per capita in U.S. 

dollars. GNI per capita “measures the total domestic and foreign value added claimed by 

residents, at a given period in time, usually a year, converted to US dollars using the World Bank 

Atlas method. GNI comprises GDP plus net receipts of primary income (compensation of 

employees and property income) from nonresident sources.”30 The data for this variable comes 

from the World Bank database, for which there is a yearly report. USAID leads various programs 

targeted at improving agriculture, businesses, services, and banking institutions to name a few. 

 
29 The World Bank (2021). https://databank.worldbank.org/metadataglossary/world-development-
indicators/series/NY.GDP.PCAP.KN#:~:text=GDP%20per%20capita%20(constant%20LCU,the%20value%20of%20th
e%20products. 
30 The World Bank (2021). https://www.who.int/data/gho/indicator-metadata-registry/imr-details/1143 
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GNI is expected to increase as a result of U.S. investment and economic-related programs 

targeted at improving the economic sector. 

Life Expectancy at Birth 

Life expectancy at birth is one of the most commonly used health indicators to measure 

living standards The Organisation for Economic Co-Operation and Development (OECD) 

defines life expectancy at birth as “how long, on average, a newborn can expect to live, if current 

death rates do not change.”31 The importance of life expectancy at birth in the analysis is 

reflected in the ability of the Ukrainian government to provide health-related services to improve 

the lives of its citizens.  

USAID directs programs that strengthen governance and reduce poverty in Ukraine. In 

2019, USAID spent more than $190 million towards improving Ukraine’s democracy and 

economy. It is expected that the U.S. foreign aid programs in Ukraine directed by USAID and 

other government organizations such as DoS and DoD improve the standard of living for 

Ukrainians over time, and therefore the life expectancy at birth will gradually increase.  

Military Expenditures 

 Military expenditures by percent of gross domestic product data are derived from 

Stockholm International Peace Research Institute (SIPRI) using the North Atlantic Treaty 

Organization (NATO) definition, which includes: 

 “all current and capital expenditures on the armed forces, including 
peacekeeping forces; defense ministries and other government agencies engaged 
in defense projects; paramilitary forces, if these are judged to be trained and 
equipped for military operations; and military space activities. Such expenditures 
include military and civil personnel, including retirement pensions of military 
personnel and social services for personnel; operation and maintenance; 
procurement; military research and development; and military aid (in the military 
expenditures of the donor country). Excluded are civil defense and current 

 
31 OECD (2019). https://data.oecd.org/healthstat/life-expectancy-at-
birth.htm#:~:text=Life%20expectancy%20at%20birth%20is,cannot%20be%20known%20in%20advance.  
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expenditures for previous military activities, such as for veterans' benefits, 
demobilization, conversion, and destruction of weapons.”32  
 
Military expenditures reflect a country’s investment in the defense and security of its 

sovereign territory, as well as its vested interests around the world. Military expenditures are 

correlated to security, with greater investment generally reflect positively on the human security 

component of the HDI.  

Population 

 Mean population information for Ukraine was retrieved from the World Bank census 

reports from 1991 to 2019. The mean population variable is an important indicator to determine 

health and wellbeing of the people. An increase or decrease in population may be influenced by 

factors such as birth rates, death rates, migration, or economic factors among many others. The 

population variable in this analysis is expected to increase as governmental, health, security, and 

social programs improve the HDI of Ukrainians.  

Unemployment Rate 

 The University of Gothenburg’s Quality of Government database provides data on 

hundreds of categories related to governance. The unemployment rate of the total workforce is a 

critical component to the quality of governance, health of the economy, and civil liberties of a 

country. It is an important component of the HDI, as well.  

Since the fall of the Soviet Union, economic reforms paved the way for privatization 

among many sectors of Ukraine’s economy. Kupets notes, “Ukraine faces an even more severe 

problem of long-term unemployment: more than half of all unemployed persons have been 

looking for a job for a year or longer.”33 USAID and DoS support numerous initiatives to reduce 

 
32 The World Bank (2021). https://datacatalog.worldbank.org/military-expenditure-gdp-
1#:~:text=Such%20expenditures%20include%20military%20and,expenditures%20of%20the%20donor%20country) 
33 Kupets, O. (2005). p. 3 
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unemployment such as the funding of employment centers and workforce education programs. It 

is expected that unemployment rates are correlated to HDI, and that US investment in Ukraine 

has both lowered its unemployment rate and improved HDI over time. 

3.3 Comparison Countries 

The sources provide data for nearly all programs related to political, economic, and 

security collected between 1991 and 2019 for the three countries—Ukraine, The Russian 

Federation, and Algeria. Data for each of the countries will provide a year-by-year comparison. 

Importantly, despite the apparent commonalities between the three countries, data from the U.S. 

departments and the World Bank confirm that Russia and Algeria do not receive BPC aid from 

the United States. Therefore, when comparing the change in HDI for the three countries, it is 

recognized that only Ukraine benefits from U.S. investment.  

The Russian Federation 

The Soviet Union left Ukraine with a legacy government and national framework which 

Ukraine struggles to democratize to this day. However, there are certain commonalities that 

make a comparison between Ukraine and the Russian Federation worth a look. First, both 

governments are a presidential-parliamentary system with a president, prime minister, 

legislature, and judicial branch. The structure of Ukraine’s military is inherited from the Soviet 

Union from which it was originally organized. Though their economies are quite different—

Russia has vastly more resources than Ukraine—both states suffer from extremely high amounts 

of corruption. The Peterson Institute for International Economics notes “In the early transition, 

1991–94, Ukraine had no economic policy, which resulted in hyperinflation and massive decline 
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in output, far worse than in Russia, which attempted serious reform even if it did not quite 

succeed. This is the decisive difference”34 

Algeria 

 Algeria and Ukraine share many geographic and economic commonalities. For one, they 

have very similar HDI scores: Algeria = 0.759, Ukraine = 0.750. Geographically, Algeria is the 

largest country in Africa, and the tenth largest country in the world. Behind Russia, Ukraine is 

the second largest country in Europe. Algeria and Ukraine have populations of approximately 44 

million, and have similar GDPs at $3,948 and $3,659 respectively. Additionally, in March 2017, 

Algeria joined the European Union’s European Neighborhood Policy (ENP). According to the 

EU, “The ENP has been launched in 2003 and developed throughout 2004, with the objective of 

avoiding the emergence of new dividing lines between the enlarged EU and its neighbours and 

instead strengthening the prosperity, stability and security of all. It is based on the values of 

democracy, rule of law and respect of human rights.”35 The ENP action plan is unique between 

each member country and the EU. For Algeria,  

 In addition to many superficial commonalities, Algerian and Ukrainian citizens share a 

more important tie—their demand for change. Algeria’s government is a semi-presidential 

republic, but Algeria’s president acts on behalf of the country’s “ruling elite” composed of 

military and civilian power holders. In fact, like Ukraine’s Euromaidan, citizens have taken to 

the streets in large protests demanding widespread comprehensive reforms within Algeria’s 

political system.  

 
34 Aslund, A. (2014). https://www.piie.com/commentary/op-eds/why-ukraine-so-
poor#:~:text=Ukraine's%20economy%20has%20persistently%20underperformed,is%20about%20three%20times%
20higher. 
35 European Commission (2017). https://ec.europa.eu/neighbourhood-
enlargement/neighbourhood/countries/algeria_en 
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 The important distinction between Algeria and Ukraine for this thesis is, of course, the 

fact that the U.S. does not invest in BPC efforts in Algeria. The analysis of all other independent 

variables provides context to how each individual country’s HDI increases or decreases, and if 

aid affects the dependent variable. 

3.4 Model 

The analysis focuses on the change in HDI with regard to U.S. aid directed at hundreds of 

BPC programs that primarily focus on improving Ukrainian government, economic, and security 

programs. Table 1 provides a description of the variables used to estimate the relationship 

between the annual change in the Human Development Index of the Ukraine relative to a set of 

independent variables that are hypothesized to impact the dependent variable. An ordinary least 

squares linear logit model is used to test the hypothesis utilizing the formula for the regression 

below: 

Δ HDI = β0 + β1*Δaid + β2*ds + β3*edu + β4*gdp + β5*gni + β 6*lifeexp + β7*milexp + 

β8*pop + β9*unemp + β10*(year) 

Next, the aid variable is manipulated to represent a more accurate reflection of aid investment 

whereas aid more accurately reflects the timeline of results—which in this analysis is a one-year 

time period. The aid variable is lagged one year, which will represent fiscal change in the 

following year after each year’s investment. Next, the logarithm of the aid variable is calculated 

to normalize the aid data before comparing the results of the second regression to the standard 

OLS regression. The formula below represents the regression using the log of (Δlaid) 

independent variable.  

Δ HDI = β0 + β1*Δlaid + β2*ds + β3*edu + β4*gdp + β5*gni + β 6*lifeexp + β7*milexp + 

β8*pop + β9*unemp + β10*(year) 
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In order to compare the results of the regression, the formula will be applied to Russia 

and Algeria in the same manner. Keep in mind, because the U.S. has no BPC investment in 

Russia or Algeria, the aid variable is dropped. The results should provide a comparison model 

that demonstrates the results of U.S. investment in Ukraine compared to Russia and Algeria, 

whom have similar country profiles, but do not receive aid from the United States. 

 The regression will be repeated separately for both Algeria and Russia with the exclusion 

of the aid variable due to the fact that the U.S. did not provide BPC aid to those countries.  

Table 1. List of Variables 

Variable Name Description Source Variable 
type 

Δ hdi Annual change observed from 
year to year in HDI 

United Nations 
Development 
Department 

Dependent 

aid US foreign aid U.S. Overseas Loans and 
Grants Greenbook Independent 

ds Democracy Score Freedom House Independent 

edu % pop complete primary school UNESCO Independent 

gdp Gross domestic product per 
capita (ppp) World Bank independent 

gni Gross National Income per 
capita converted to US dollars World Bank (2019) Independent 

lifeexp Life expectancy at birth UNDESA Independent 

milexp Military expenditures as % of 
GDP World bank (2020) Independent 

pop Mean population estimate World Bank  Independent  

unemp % of labor force that is 
unemployed 

Quality of Government 
Database Independent 

year Years being analyzed United Nations Independent 
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Table 2. List of Countries for Comparison 

Country Population GDP Per Capita HDI Democracy 
Score 

Ukraine 44,385,155 3,659.00 0.750 (88th) 40 

Algeria 43,053,054 3,948.30 0.759 (82nd) 0 

Russia 144,373,535 11,585.00 0.824 (49th) 7 

*Note: Statistics in graph are as of 2019 data from The World Bank and the United Nations 

 

 
Figure 1. Country HDI Comparison 
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Table 3. Variables and Their Expected Relationship to HDI and Aid 
 

Variable Name HDI Aid Overall 

HDI N/A Increases in Aid will lead to 
increases in HDI Dependent 

Aid 
Increases in Aid will lead to 

increases in HDI 
 

N/A 
 

Democracy 
Score 

Anti-corruption programs and 
government training programs 
have a positive effect on HDI 

Investment in the democratic 
process and support from the EU 

and US improves the DS 

 

Education 

Education reform in Ukraine has 
suffered setbacks due to 
corruption and lack of 
government oversight 

US aid programs have targeted 
improvement to the education 

system 

 

GDP 
Ukraine’s GDP is the second 

worst in Europe and will have an 
adverse effect on HDI 

The US government invests 
millions of dollars in the business 

and service sectors that make a 
positive impact on GDP 

 

GNI 

GNI suffers from corruption from 
government officials and lack of 

economic resources that 
contribute to high levels of 

unemployment 

Economic development programs 
make up the second largest 

investment by USAID and have a 
positive effect on HDI 

 

Life  
Expectancy 

Life expectancy is directly related 
to quality of healthcare. 

Ukraine’s universal healthcare 
system is antiquated and requires 

restructuring 

USAID contributed over $15m in 
2019 health and medical-related 
services, but it likely needs far 
more investment to adequately 

support the population 

 

Military 
Expenditures 

Increased military expenditures 
improve security and defense and 

have a positive impact on HDI 

The DoD, DoS, and USAID all 
conduct BPC programs to 

improve defense and security 
capabilities of Ukraine 

 

Population 
Population decreases could 
represent lack of adequate 
government infrastructure 

USAID conducted 278 civic 
activities directed at improving 

quality of life in Ukraine 

 

Unemployment 

Unemployment rates have 
decreased in Ukraine, but do not 
account for the informal market 

of corruption 

USAID invests in employment 
programs, but the systemic 
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Figure 2. US Aid Investment by Year 

3.5 Missing Data 

The data set is complete; compiled from multiple sources and formatted to efficiently run 

analysis using the STATA statistical software package.  

4.  Findings 

4.1 Descriptive Statistics 

 The complete dataset contained 87 observations consisting of 1,305 data points across 

three countries over a 29-year period. Table 3 below lists the descriptive statistics for the 

dependent variable Δhdi and the key independent variable Δaid.  
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Table 4. Descriptive Statistics 
 

Country Mean 
Δhdi Low hdi High hdi Mean 

Δaid Aid, 1991 Aid 2019 

Ukraine 0.73 0.684 
(1996) 

0.779 
(2019) $219m $309,740 $691m 

Algeria 0.67 0.576 
(1991) 

0.748 
(2019) $0 $0 $0 

Russia 0.76 0.702 
(1995) 

0.824 
(2019) $0 $0 $0 

*Note: Currency is in Current US Dollars 

4.2 Empirical Results 

 With the billions of dollars invested in Ukraine over the last 29 years, the analysis takes a 

look at measurable data to determine if those investments have made a positive impact in the 

country. The first question the data must answer is “Do the independent variables reliably predict 

the dependent variable?” The p-value result will answer the question, and after running an OLS 

regression, the p-value confirms that the independent variables do, in fact, reliably predict the 

Δhdi. The p-value for quantitative analysis should be less than five percent to indicate reliability 

of the independent variables.  

The R-squared represents the proportion of variance between the dependent variable and 

the predicted independent variables. The adjusted R-squared value is used to yield a more 

accurate value to estimate the relationship between the dependent and independent variables. The 

adjusted R-squared value does change, but only to a very small degree. The small change 

suggests that with the relatively small number of dependent variables, the chance that one of the 

variables erroneously influenced the dependent variable is very small. Table 5 below provides 
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the quantitative output from the regression to include the P-value, R-squared value, and adjusted 

R-squared value. 

Table 5. ΔHDI and Aid Regression Relationship 
 

Country P-Value R-Squared Adj. R-Squared 

Ukraine <0.01% 0.9740 0.9653 

Algeria <0.01% 0.9993 0.9991 

Russia <0.01% 0.9598 0.9489 

 

The data concludes that the independent variables predict the dependent variable, and 

further analysis of the relationship reveals additional information. For the R-squared values, the 

regression finds that greater than 95% of the variance in the change in HDI can be predicted by 

the independent variables for each of the countries. The adjusted R-squared yielded nearly 

identical results. With the P-values and R-squared values easily within tolerance, the analysis 

proceeds to the coefficient values. Beginning with Ukraine, Table 6 provides data on the 

independent variables and their relation to the change in HDI. 
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Table 6. OLS Regression Coefficient Data for Independent Variables for Ukraine* 
 

Variable Coefficient Standard Error t-statistic 

aid -6.00 4.18 -1.44 

gdp 8.98 1.07 8.37 

gni -9.80 1.07 -0.92 

pop -8.37 5.89 -14.22 

lifexp .0038 0.0005 7.12 

unemp -.0015 0.0004 -4.12 

milexp .0019 0.0011 1.76 

edu .0001 0.00009 0.98 

*coefficients are at the 95% confidence level 

 The data describes the relationships between the change in HDI and the independent 

variables. The regression for the primary independent variable, aid, suggests that for a one unit 

change in aid there is a six unit decrease in HDI. The value seems counter-intuitive. However, 

the confidence interval for aid suggests that it is indeed significant, 

Next, the data was tested using a lagged aid variable and predictive analysis. The aid 

variable was lagged by one year. By lagging the aid variable one year, the investment data for 

that year is computed in the following year’s results. This is a common method used in time 

series to represent the time necessary for the investment to actually take effect, and portray more 

accurate results of investment. The second technique used in the second regression was to 

detrend the hdi and aid variables in the time series of the data using Stata’s predictive analysis. 

By removing the trend from these two variables in the data, any possible distortion in the mean 
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over the time series is resolved. Once the aid variable was lagged one year, and the hdi and aid 

variables were detrended, the results changed significantly. The results below in Table 7 

compare the regression using the lagged and detrended regression to the OLS regression using 

hdi as the dependent variable. 

Table 7. OLS vs. Detrend Regression 
 

Variable Coefficient 
(regression) 

Coefficient 
(detrend) 

Standard 
Error 

(regression) 

Standard 
Error 

(detrend) 
t-statistic 

(regression) 
t-statistic 
(detrend) 

(lag)aid 1.86 1.17 1.84 0.71  1.01 1.65 

gdp -1.61 -1.56 3.22 8.34  -5.01 -0.19 

gni 6.49 1.65 1.19 3.12 5.46 0.53 

pop 8.98 1.97 1.32 6.25  6.82 0.32 

lifexp 0.01 -0.003 0.002 0.003  6.40 -0.81 

unemp -0.001 0.0003 0.0006 0.001 -3.20 0.28 

milexp -0.002 -0.006 0.003 0.003 -0.58 -2.04 

edu 0.0009 -0.0003 0.0005 0.0003 1.92 -0.11 
       

P-value <1% 
(regression) 

<1% 
(detrend) 

R-
squared 

91.35% 
(regression) 

97.87% 
(detrend) 

 

The detrend regression suggestions several key points about the variables. First, in the 

detrended regression, the R-squared value explains 97.87% of the variance in the dependent 

variable by the independent variables, a decrease of 1.89%. We also find that the primary 

independent variable, aid, decreased in value from 1.86 to 1.17. The variables gdp, gni, and pop 

saw significant changes as well. These changes suggest that in an analysis that removes time 
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series trends, each variable has less of an impact on the dependent variable hdi. In layman’s 

terms, the mean of the independent variables has a greater effect on the hdi in a time series than 

when analyzed in a random sequence.  

Both regressions suggests that the primary independent variable, aid, is positively 

correlated with the dependent variable hdi, which supports the first hypothesis. Furthermore, the 

correlation test represented a positive correlation between hdi and lag_aid at 0.1703. Figure 3 

below depicts the correlation between the dependent variable and each of the independent 

variables used in the analysis. 

 
Figure 3. Correlation of Variables 

 
The final STATA regression involved taking the logarithm (log) of the lagged variable 

aid. Producing the log of aid represents the elasticity of the variable instead of a partial 

derivative. For Ukraine, years of U.S. investment may create a trend where a one unit increase in 

investment leads to a constant unit change in HDI. Therefore, a log of aid will provide a more 

accurate representation of the relationship between aid and Δhdi. 

The next step of the analysis compared the results of the regressions for Ukraine, Russia, 

and Algeria taking the values for the dependent variable and the primary independent variables. 

For Ukraine, the log of the primary independent variable, aid, was used and the variable was 
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lagged one year to reflect more accurate implementation of aid programs. Table 8 below lists the 

key values for each country’s regression results.  

Table 8. ΔHDI and Primary Independent Variable Results 

Country Variable Coefficient Standard 
Error t-statistic Confidence 

Interval 
p-

value 
R-

squared 

Ukraine laid2 0.005 0.0009 6.15 0.004 – 
0.007 <1% 93.95% 

Russia gni -1.14 7.43 -1.54 -2.69 – 3.97 <1% 97.9% 

Algeria gni -4.82 7.51 -0.64 -2.04 – 1.08 <1% 99.91% 

 

The regression using the log of aid provided the following information: 

1. There is a positive correlation between log of aid (laid2) and Δhdi. 
2. For every unit increase in aid, HDI increase by 0.005 units at the 99% confidence level.  
3. Though the coefficient produced a small positive number, U.S. BPC efforts have 

positively influenced Ukraine’s human development index.  
 
A potential issue involving multicollinearity was discovered during the analysis. 

Multicollinearity is a problematic correlation among the independent variables because it is 

difficult to determine which variables have the greatest influence on the dependent variable. 

Some of the consequences with a regression that contains a high degree of multicollinearity is 

that we may see an increase in the estimated variance of the OLS coefficient, and as a result, a 

lower t-statistic and lower significance. To address the potential problems with multicollinearity, 

a variance of coefficients test was conducted using Stata. A test of sensitivity to specification test 

provides the ability to see changes in coefficient estimates when adding and removing 

independent variables from the regression. High sensitivity may indicate the data exhibits 

multicollinearity.  
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5. Discussion 
 

 The purpose of this study was to identify if there is a positive causal relationship between 

the change in Ukraine’s human development index and U.S. foreign aid. The analysis was 

conducted using an ordinary least squares linear logit model while manipulating the way the 

independent variable aid interacts with the dependent variable hdi. The results of all three 

models suggest that the aid variable is statistically significant in the regressions. The main 

finding is that U.S. aid has a positive causal relationship to the change in Ukraine’s human 

development index.  

5.1 Policy Implications 

 The policy implications of the findings indicate the efforts of the DoS, DoD, and USAID, 

among many others, make a positive impact on the lives of Ukrainian civilians. Three key areas 

of focus by the United States have demonstrated improvement through independent studies—

governance, security, and the economy. They must remain the focus of U.S. investment efforts to 

bring Ukraine closer to EU membership and a NATO ally. U.S. BPC efforts must be continually 

refined and developed to address evolving political, economic, and security challenges. Kastetter 

states, “The ongoing conflict in eastern Ukraine has highlighted Russia’s willingness and ability 

to exercise influence over neighboring states.”36The war in Donbass is an example of the work 

that remains for Ukraine to address to improve governance and security policies.  

Governance 

Studies on corruption in Ukraine found that significant progress was made over the last 

five years. USAID’s 2019-2024 Country Development Cooperation Strategy for Ukraine focuses 

on anti-corruption measures as one of its primary objectives. It invests millions of dollars each 

 
36 Kastetter, A. (2020). https://georgetownsecuritystudiesreview.org/2020/04/20/security-assistance-to-ukraine-is-
only-enhancing-kyivs-hard-power/ 
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year in programs that train government officials and provide oversight of government 

activities.37 As a result, Ingram notes, “there has been improvement, with its CPI (Corruption 

Perception Index) score improving from 27 in 2015 to 32 in 2018.”38 Anti-corruption programs 

play a vital role in improving governance in Ukraine, and Transparency International’s 

independent research suggests the programs have reduced corruption. Anti-corruption programs, 

among many other government training and support programs by DoS and USAID, align with 

the enduring National Security Strategies over the past two decades. Examples of priority actions 

of the NSS through the years to improve governance include: 

1999 NSS – International Assistance – through U.S. sustainable development programs 
that promote the rights of workers, voluntary family planning, basic education, 
environmental protection, democratic governance, the rule of law, religious freedom, and 
the economic empowerment of citizens. 39 
 
2010 NSS – Strengthen International Norms Against Corruption - We will work with 
governments and civil society organizations to bring greater transparency and 
accountability to government budgets, expenditures, and the assets of public officials. 40 
 
2017 NSS– Incentivize Reforms - The United States will use diplomacy and assistance to 
encourage states to make choices that improve governance, rule of law, and sustainable 
development. 41 
 
The current administration’s National Security Strategy must include priority actions that 

focus on bolstering democracy in Ukraine through anti-corruption programs, government 

official training, and civil liberty reforms. U.S. BPC efforts have demonstrated success, but 

the burden of state building in Ukraine must be shared by other nations and allies. The 

program models used by the DoS and USAID may serve as a roadmap for other countries to 

invest in partnerships with Ukraine. The U.S.’s long-term investment approach continues to 

 
37 USAID (2019). Country Development Cooperation Strategy, p. 11. 
38 Transparency International (2021). Corruption Perception Index, Appendix 1 
39 National Security Strategy (1999), p. 5.  
40 National Security Strategy (2010), p. 33. 
41 National Security Strategy (2017), p. 39. 
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make small incremental improvements, and with continued support of the EU, Ukraine has a 

positive outlook in its future.  

Security 
 

Security is often the foundation of U.S. BPC assistance. Edelstein notes, “Scholars and 

Policymakers alike agree on the critical importance of providing security in post-conflict 

environments. Without security, the political, social, and economic tasks of state building cannot 

be accomplished.”42 In the aftermath of the Euromaidan revolution, and the subsequent 

annexation of Crimea by Russia, Ukraine has been engaged in a civil war in the Donbass region 

against Russian-backed separatists. The war on the eastern border created an immediate obstacle 

preventing Ukraine from gaining acceptance to NATO and the EU. In 2020, the DoD announced 

an updated Fiscal Year 2020 Ukraine Security Assistance Initiative (USAI) that provides $250 

million in aid “for additional training, equipment, and advisory efforts to strengthen Ukraine’s 

capacity to more effectively defend itself against Russian aggression.”43 The substantial 2020 

investment in BPC security initiatives reflect the success of the DoD’s efforts as laid out in two 

decades of National Security Strategies. Examples of priority actions of the NSS through the 

years to improve security include: 

1999 NSS– Enhancing Security – Together with our Allies, we are pursuing efforts to 
help other countries that aspire to membership become the best possible candidates. 44 
 
2010 NSS– Increase Investments in Development - The United States has an interest in 
working with our allies to help the world’s poorest countries grow into productive and 
prosperous economies governed by capable, democratic, and accountable state 
institutions. 45 
 

 
42 Parris & Sisk (2009). p. 81. 
43 U.S. Department of Defense (2020). 
https://www.defense.gov/Newsroom/Releases/Release/Article/2215888/dod-announces-250m-to-ukraine/ 
44 National Security Strategy (1999). p. 5.  
45 National Security Strategy (2010). p. 33. 



34 
 

2017 NSS – Synchronize Actions – We will place a priority on economic support that 
achieves local and macroeconomic stability, helps build capable security forces, and 
strengthens the rule of law. 
 

 The policy implications of investment in Ukraine’s defense and security capabilities 

are tied to results. Of the $250 million allotted by the USAID, $150 million is contingent on 

Ukraine making key defense reforms that “strengthen civilian control of the military, 

promote increased transparency and accountability in the defense industry and procurement, 

and modernize its defense sector in other key areas in line with NATO principles and 

standards.”46 Therefore, with the help of U.S. BPC programs, Ukraine has a strong incentive 

to focus on defense reforms that not only meet EU and NATO standards, but also improve 

the organization and decision-making of defense policy in the interest of Ukrainian citizens.  

Economy 
 
 Economically, the policy implications are wide reaching and understandably opaque. 

A stronger economy can positively affect a country’s HDI score, but only partly influences 

the total collective data for the index. Cramer states, “There can be no hope of state building 

without efforts to secure a rapid rise of export revenue.”47 After the fall of the Soviet Union, 

Ukraine switched from a planned economy to a market economy. Its economy, bolstered by 

Soviet natural resources, had to make significant changes. Fortunately, Ukraine had help; 

foreign relations with the U.S. and the EU provided an initial framework for international 

political and economic support. The U.S. worked closely with the European Union, World 

 
46 U.S. Department of Defense (2020). 
https://www.defense.gov/Newsroom/Releases/Release/Article/2519445/defense-department-announces-125m-
for-
ukraine/#:~:text=The%20United%20States%20has%20committed,%2C%20democratic%2C%20and%20free%20Ukr
aine. 
47 Paris, R., and Sisk, T. (2009). p. 137. 
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Bank, and International Monetary Fund to promote free trade and economic incentives to 

strengthen Ukraine’s economy.  

However, the U.S. must be cognizant not to allow Ukraine to become dependent on 

aid, which, according to Suhrke, can “create a rentier state that is totally dependent upon 

foreign funds and military forces for its survival.”48 The Department of State works closely 

with the Ukrainian government to promote economic prosperity. In 2019, DoS and USAID 

invested approximately $5.9 million in agricultural and rural micro, small, and medium 

enterprises loans to revitalize Ukraine’s domestic and export agricultural market.49 The U.S. 

International Trade Administration found that investment helped increase Ukraine’s 

agricultural export revenues “from 26% in 2012 to 44.3% in 2019 amounting to $22.2 

billion.”50 The improvements to Ukraine’s economy reflect the investment its government, 

U.S., and international partners have made over the last thirty years. Though the U.S. NSS 

has changed over that time, as well, it has remained focused on supporting its partners and 

allies. Examples of priority actions of the NSS through the years that support economic 

security include: 

1999 NSS – Promoting Prosperity – By supporting historic market reforms in Central and 
Eastern Europe and in the NIS, we help new democracies take root by avoiding 
conditions, such as corruption and poverty, that can weaken democratic governance and 
erode the appeal of democratic values.51 
 
2010 NSS – Accelerate Sustainable Development - The United States will initiate long-term 
investments that recognize and reward governments that demonstrate the capacity and 
political will to pursue sustainable development strategies and ensure that all policy 
instruments at our disposal are harnessed to these ends.52 
 

 
48 Paris, R., and Sisk, T. (2009). p. 227. 
49 USAID (2020). https://results.usaid.gov/results/country/ukraine?fiscalYear=2019 
50 International Trade Administration (2020). https://www.trade.gov/knowledge-product/ukraine-agricultural-
sector#:~:text=The%20share%20of%20agriculture%20in,wheat%2C%20rapeseeds%2C%20and%20soybeans. 
51 National Security Strategy (1999). p. 33. 
52 National Security Strategy (2010). p. 34. 
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2017 NSS – Economic Actions in Europe - We will emphasize reforms that unlock the 
economic potential of citizens, such as the promotion of formal proper- rights, 
entrepreneurial reforms, and infrastructure improvements—projects that help people earn 
their livelihood and have the added benefit of helping U.S. businesses.53 

 
Limitations of the Study 

 Due to the nature of the study, the analysis included only 87 observations in total. 

Further research into additional variables may provide a deeper understanding of the 

influence U.S. aid has on Ukraine’s HDI. The recurring impediment found during the 

research was incomplete data in fields such as corruption, education, security, and 

unemployment. Furthermore, Ukraine’s history is relatively short, having gained its 

independence in 1991. As a result, state building efforts in the former communist-controlled 

country were clouded by deep-rooted corruption, rebirth of a national culture, and extreme 

economic instability in the early nineties. Nonetheless, comparing Ukraine to a broader range 

of countries that receive U.S. aid may provide additional findings related to the impact of 

U.S. partner capacity-building efforts on the human development index. It is important to 

note that the HDI for both Russia and Algeria improved over the 29-year timeline as well, 

which suggests further research into causal impacts to HDI would add valuable insight to this 

research.  

The Author’s Perspective 
 

 As a Civil Affairs (CA) Team Commander, I worked closely with partners and allies 

in Eastern Europe during three operational deployments between 2015 and 2019. Special 

Operations Civil Affairs teams support U.S. embassy efforts to strengthen our alliances and 

develop resilience against foreign aggression. Additionally, CA teams work closely with                          

other governmental and non-governmental organizations (NGOs) such as USAID and Spirit 

 
53 National Security Strategy (2017). p. 39. 
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of America to plan, resource, and conduct BPC programs at the state and local levels. The 

benefit of CA teams is that they are small teams (usually four Soldiers) that are trained to 

understand the geopolitical challenges our partners and allies face.  

In Eastern Europe, CA teams provide a wide range of capabilities to include crisis 

response coordination, civilian-military integration training, emergency medical training, and 

infrastructure assessments to name a few. Arguably, one of the greatest benefits of CA teams 

is their ability to identify challenges at the local level, often outside of the purview of the 

U.S. embassy. Additionally, CA teams use DoD Title 10 funds to immediately address 

training and equipment challenges, often times bypassing bureaucratic “red tape” faced by 

the DoS and local governments. As an example, in Ukraine, Special Operations Forces (SOF) 

train and equip hundreds of Ukrainian military forces each year which improves inter-

operability with NATO forces and increases capability on the battlefield. At the local 

government level, CA teams help improve communities by funding school renovations and 

organizing community events to build rapport. In my experience, these small projects, 

financed by the U.S. government, have enduring positive effects that reinforce our 

commitment as Ukraine’s ally.  

6. Conclusion 

The United States faces unprecedented economic pressure as a result of the COVID-

19 global pandemic, and the emergence of near-peer competitors like Russia and China. The 

American public expects the U.S. government to wisely invest taxpayer money into programs 

that ultimately provide for the freedom, health, and security of U.S. citizens and our allies. 

Since 1991, the U.S. has invested billions of dollars in Ukraine in the interest of our 

government’s strategic goals. After nearly 30 years, Ukraine is not yet a member of NATO 
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or the European Union, but it is not a Russian sub-state, either. In fact, over the last 30 years 

U.S. BPC efforts have helped improve the government, economy, and defense capabilities of 

Ukraine. The analysis of investment data suggests that U.S. aid has positively impacted 

Ukraine’s human development index, a statistic that measures the quality of life and overall 

development of a country.  

Ukraine remains in a fragile state seeking integration into the European Union and 

NATO. It must resolve the seven-year war against Pro-Russian separatists in its eastern 

region that continues to claim lives if it hopes to join either organization. Nevertheless, 

Ukraine has made clear progress with the help of the U.S., European Union, and many other 

international organizations. The Euromaidan Revolution proved Ukraine’s resolve for 

democratic values and socioeconomic independence. The Ukraine-European Union 

Association Agreement and the Ukraine Security Assistance Initiative exemplify the strong 

political ties between Ukraine and the West. Lasting political, economic, and security 

relations between the U.S. and Ukraine are sewn by BPC programs. If Ukrainian democracy 

remains a priority to the United States, it must continue to invest in programs that improve, 

reform, and reinforce a secure, sovereign, and democratic Ukraine.  
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Appendix 

 

 
Figure A1. Corruption Perception Index 

Data courtesy of Transparency International Ukraine Corruption Perception Index 
 

 
Corruption Perception Index Defined 
 
The Corruption Perceptions Index (CPI) aggregates data from a number of different sources that 
provide perceptions by business people and country experts of the level of corruption in the 
public sector. Lower CPI scores translate to higher levels of corruption. The CPI 2019 is 
calculated using 13 different data sources from 12 different institutions that capture perceptions 
of corruption within the past two years. Standardize data sources to a scale of 0-100 where a 0 
equals the highest level of perceived corruption and 100 equals the lowest level of perceived 
corruption. This standardization is done by subtracting the mean of each source in the baseline 
year from each country score and then dividing by the standard deviation of that source in the 
baseline year. This subtraction and division using the baseline year parameters ensures that the 
CPI scores are comparable year on year since 2012. After this procedure, the standardized scores 
are transformed to the CPI scale by multiplying with the value of the CPI standard deviation in 
2012 (20) and adding the mean of CPI in 2012 (45), so that the data set fits the CPI’s 0-100 
scale. For a country or territory to be included in the CPI, a minimum of three sources must 
assess that country. A country’s CPI score is then calculated as the average of all standardized 
scores available for that country. Scores are rounded to whole numbers.54 
  

 
54 Transparency International (2021). https://www.transparency.org/en/countries/ukraine 
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