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Executive Summary

The security environment between Russia and NATO has entered a phase in which escalation risk is
rising even without a deliberate decision to go to war. This matters because the consequences of that
risk are no longer confined to governments or militaries. They increasingly affect the systems that
underpin economic activity, corporate operations, and political stability across Europe.

Russia is operating under tightening structural limits. Long-term demographic decline, cumulative losses
from the war in Ukraine, labour shortages, and limited capacity to regenerate military power are
constraining its options. These pressures are structural rather than cyclical and are unlikely to reverse
within any meaningful strategic timeframe. At the same time, NATO states are rebuilding military depth,
industrial capacity, and civil resilience after decades of underinvestment. This rearmament is taking
place amid continued uncertainty over future US political commitment, reinforcing both European
efforts to strengthen endurance and Russian sensitivity to long-term shifts in relative power.

Historically, states that believed their strategic margin was narrowing have sometimes responded with
high-risk behaviour. Leaders facing demographic, economic, or military decline have, in past cases,
concluded that delay carried greater danger than resorting to open war. On the surface, contemporary
Russia appears to share elements of this pattern such as shrinking working-age and military-age cohorts,
cumulative war losses, and a strengthening adversary environment.

That resemblance is misleading. Russia’s demographic and economic constraints do not increase the
likelihood of war with NATO. They reduce it. There is no credible scenario in which military success could
resolve Russia’s underlying structural weaknesses. Acting sooner would not preserve Russia’s future
position. It would accelerate demographic and economic decline while introducing existential escalation
risk. What appears, at first glance, to be a closing strategic margin constrains options and reshapes how
risk is taken, rather than pushing Russia toward preventive war.

The result is a risk environment driven by interaction rather than design. NATO’s rearmament is best
understood as a structural correction through lessons learned from the Ukraine war and are intended to
restore endurance and deterrence, not as preparation for imminent conflict. From Moscow’s
perspective, however, defensive preparation reinforces the perception that strategic space may diminish
over time. Deterrence holds at the strategic level, but geopolitical competition, including Moscow’s
efforts to contest the Western-led order and advance a multipolar balance, increasingly shifts into
ambiguous domains where escalation control is weaker. Higher readiness compresses decision-making
timelines, increases the frequency of close encounters, and raises the risk of miscalculation even in the
absence of deliberate escalation.

Three broad scenarios define the resulting risk landscape:

1. Persistent grey-zone confrontation is the most likely outcome. This includes cyber activity,
information operations, infrastructure disruption, and coercive signalling designed to impose
costs while remaining below formal conflict thresholds.

2. Limited military incidents represent a secondary risk. These incidents are not intended to
trigger war but carry meaningful escalation potential due to proximity, speed, and political
pressure.
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3. Large-scale conventional war between Russia and NATO remains the least likely scenario. The
absence of a credible victory path, combined with the catastrophic demographic and economic
costs such a conflict would impose, acts as a strong constraint.

For business, the implications are immediate. Escalation in the Russia—-NATO environment is increasingly
likely to directly affect commercial systems rather than unfold on traditional battlefields. Connectivity,
data, logistics, energy, and platform services are targeted because disrupting them can impose
economic and political costs without triggering open conflict. These systems can be pressured
repeatedly, selectively, and with contested attribution, making them effective tools under conditions of
constraint and deterrence. As governments expand definitions of critical infrastructure and integrate
private actors into resilience and preparedness planning, the boundary between national security and
commercial risk continues to narrow.

The consequence is a shift in the operating context for senior leadership. Geopolitical risk is no longer
confined to moments of crisis. It increasingly shapes day-to-day decisions about resilience, exposure,
regulatory alignment, and strategic credibility. Firms that treat geopolitical pressure as a background
condition, rather than an exceptional event, will be better positioned to absorb disruption, maintain trust
with regulators and partners, and protect long-term value.

Assessed Intelligence Requirements (AIR)

The following assessed intelligence requirements indicate where the report addresses the core
questions relevant to senior decision-makers.

o AIR-01 Russia’s regenerative capacity: What does Russia’s demographic and labour position
imply about its ability to regenerate combat power and sustain higher-intensity competition over
time? Read >

e AIR-02 NATO rearmament and Russian perception: How is NATOs rebuild of depth, stockpiles,
mobilisation capacity, and civil resilience likely to be interpreted in Moscow, and which
perceptions could raise escalation sensitivity? Read >

e AIR-03 Leadership agency and regime security: Under what regime-security conditions could
leadership agency override structural caution, and what does that imply for the type of escalation
Russia is most likely to attempt? Read >

e AIR-04 Primary escalation pathway: If decisive war is structurally unattractive, where does
competition migrate instead, and what is the most plausible escalation pathway in the Russia-
NATO environment? Read >

e AIR-05 Corporate exposure and required posture: What does this escalation environment
mean for business exposure, and what operating posture does it require from firms increasingly
treated as part of national resilience? Read >
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Introduction

Russia, Demography, and the Risk Environment in Europe

Debate about the risk of conflict between Russia and NATO is often framed in absolute terms. Either war
is treated as inevitable, driven by expansionism, grievance, and historical momentum, or it is dismissed
as implausible, constrained by nuclear deterrence and the catastrophic costs of escalation. Both
interpretations are appealing in their simplicity. Both obscure a more consequential reality. The
European security environment is becoming more unstable not because war is planned, but because
structural pressures are reshaping how risk is perceived, taken, and managed.

Russia is entering a period of compounding constraint. Its population is shrinking and ageing, fertility
remains well below replacement levels, and recovery within relevant strategic time horizons is unlikely.
The war in Ukraine has imposed heavy and cumulative losses on military-age cohorts that were already
declining, while labour shortages are emerging across both civilian and defence sectors. These
pressures are structural rather than cyclical. They narrow options over time and are difficult to reverse,
regardless of near-term political or military developments.

At the same time, the European security environment is hardening. NATO states are increasing defence
spending, rebuilding industrial capacity, restoring mobilisation depth, and placing renewed emphasis on
civilresilience after decades of underinvestment. These shifts reflect lessons drawn from Ukraine and
recognition that minimal readiness is no longer sufficient. They are also shaped by uncertainty about the
durability of the transatlantic security relationship. Regardless of actual capability or intent, perceived
political volatility in Washington is influencing European defence behaviour and shaping Russian
assessments of alliance cohesion and resolve.

Together, these trends raise a familiar strategic question. When a state perceives its demographic and
economic base to be weakening while its adversaries appear to be strengthening, how does that affect
its willingness to accept risk? History offers cases in which leaders confronted with perceived decline
concluded that delay carried greater danger than decisive war. In such moments, time itself came to be
viewed as a strategic adversary rather than a resource. At first glance, contemporary Russia appears to fit
this pattern. Demographic decline, cumulative war losses, and a strengthening adversary environment
create the impression that strategic margin is narrowing and that future conditions may be less
favourable than the present. What remains unclear is whether this pressure translates into decisive
action or instead reshapes how and where risk is taken.

Businesses are not bystanders in this environment. Commercial infrastructure, corporate networks, and
private actors increasingly intersect with national security planning and resilience efforts. How this risk
environment evolves therefore matters well beyond traditional military or diplomatic domains.
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Demography as a Structural Condition

Russia’s demographic position imposes structural constraints that increasingly shape its strategic
choices. These pressures predate the full-scale invasion of Ukraine but have since deepened in ways
that are difficult to reverse. Population decline, persistently low fertility, elevated male mortality, and
sustained outward migration now form the demographic backdrop against which Russian military and
economic planning operates.

Russia’s total population remains large in absolute terms, but it is both shrinking and ageing. Fertility has
remained below replacement level for decades and has fallen further since 2020, placing the country on
a trajectory of long-term contraction in the absence of sustained large-scale immigration. Annual births
have fallen to historic lows while deaths continue to exceed births, a trend widely corroborated by
independent demographic analysis.

Russian Federation Population Pyramid Comparison (2025 vs 2035)

EE Male N Fermaie

2025 035
Male Fermnale Hale Female

103+ 1 |

S50 I I

G004 . .

. [ . |

s D I @

«= [ .

e B [ D

o —— —
T T T ¥ ¥ T T T T T T r ¥ v . L T T T T ¥ v ¥ T T T
! L} 5 4 ¥ 2 1 [ 1 £ 3 4 3 -] [ & 3 q 3 s 1 L] 1 s 3 q 5 L} '

Population [milkors) Populatss (mdlions]

Source: UN World Population Prospects 2024

The strategic significance of this decline lies less in headline population size than in cohort structure. The
number of young adults entering the workforce and potential military service each year is steadily falling,
while older cohorts account for an increasing share of the population. This alters the cost and feasibility
of mobilisation. Expanding military capacity increasingly requires drawing from older age groups or from
civilian sectors already experiencing labour shortages, raising economic and political risk.
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Military Age Cohorts and Ukraine War Losses

The war in Ukraine has sharply intensified Russia’s underlying demographic pressures. Military
casualties have fallen predominantly on working-age men, the same cohort already in long-term decline.
Although precise figures remain contested, multiple independent estimates indicate that Russian

casualties since 2022 are exceptionally high by post—-Cold War standards.

These losses degrade the pool of trained manpower available for future operations and complicate force
regeneration over time, particularly in a system already constrained by demographic decline and labour
scarcity. Recruitment and mobilisation have fallen disproportionately on poorer regions and minority
populations, many of which were already experiencing adverse demographic trends.

Estimated Russian Casualties (Killed/Wounded) in Ukraine

Cumulative
Estimated
Losses

2023 2024 2025

From a demographic perspective, the impact extends beyond immediate force availability. Men removed

from prime working and reproductive age cohorts are absent not only from the labour market but also
from family formation, imposing a secondary demographic penalty by depressing future birth rates.

Labour, Emigration, and Compounding Effects

Demographic decline and war-related losses are now increasingly visible in Russia’s civilian economy.
Labour shortages have emerged across construction, manufacturing, logistics, and defence production,
constraining industrial expansion even as military spending rises. Modern Russia lacks a large reserve of
underemployed labour that can be mobilised without significant disruption, and migrant labour cannot
fully substitute for skilled industrial or military personnel.
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Alongside these pressures, sustained emigration since 2022 has removed hundreds of thousands of
predominantly young and educated Russians from the workforce. This loss of human capital is especially
damaging. It weakens economic adaptation, innovation capacity, and future military potential, while
reducing the likelihood of demographic recovery under current political conditions.

Demographic constraint therefore does not operate in a smooth or incremental manner. In low-fertility
societies, the removal of working-age cohorts produces compounding effects. Marginal increases in
mortality or emigration can generate disproportionate long-term damage as smaller cohorts give rise to
even smaller successor generations.

Irreversibility and Strategic Time Horizons

A defining feature of Russia’s current demographic trajectory is its irreversibility within relevant strategic
time horizons. Even if the war in Ukraine were to end abruptly, fertility would not recover quickly enough
to offset losses within any meaningful planning window. Demographic recovery depends on generational
replacement, placing it well beyond the horizon of current military and policy decision making.

Armed conflict intensifies this dynamic by suppressing family formation and accelerating outward
migration, particularly among younger and more educated populations. Losses that might be absorbed
in peacetime become far more damaging under wartime conditions.

This internal constraint interacts with a changing external environment. NATO states are rearming,
rebuilding industrial capacity, and investing in long-term resilience. The combination reinforces
perceptions that relative conditions may deteriorate rather than improve over time. The temptation to
interpret this as pressure to act sooner rather than later is real. The critical question, however, is whether
acting sooner could plausibly improve Russia’s long-term position, or whether it would instead
accelerate decline.

Historical Constraint, Timing, and Strategic
Behaviour

History as Decision Logic, Not Analogy

Historical reference is most useful in strategic assessment when it illuminates how leaders reason under
pressure rather than when it is used to imply direct equivalence between past and present cases. The
question in the Russia NATO context is not whether Russia resembles any historical power in ideology or
ambition, but whether similar perceptions of time, constraint, and relative decline are shaping decision
making.

Two historical experiences are particularly relevant because they reveal how leaders respond when they
believe their strategic margin is narrowing. The first is Germany in the late 1930s, where the perception of
a closing window played a vital role in risk acceptance. The second is the Soviet Union after the Second
World War, which illustrates how even extreme demographic shocks do not necessarily translate into
strategic collapse, but do alter long-term behaviour under specific conditions.

Together, these cases help clarify what demographic pressure can and cannot explain about Russia’s
current strategic posture.
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Germany and the Logic of the Closing Window

By the mid to late 1930s, German strategic thinking increasingly treated time itself as a strategic
adversary. Senior political and military leaders believed that Germany'’s relative position would
deteriorate if the status quo persisted. This belief was rooted in assessments of industrial mobilisation,
access to resources, labour availability, and the rearmament trajectories of potential adversaries, rather
than inideology alone.

The most explicit articulation of this logic appears in the November 1937 conference recorded in the
Hossbach Memorandum. In that discussion, German leadership argued that the country faced a finite
window in which to act before internal and external constraints became binding. War was framed not as
ideological inevitability, but as a strategic necessity imposed by adverse trends. Delay was equated with
decline.

This reasoning was not confined to a single leader. Elements of the military and economic bureaucracy
shared the assessment that Germany’s economic position was structurally fragile and that prolonged
reliance on the status quo would leave the country increasingly vulnerable. War planning was closely
linked to concerns about labour shortages, access to resources, and industrial bottlenecks that were
believed to be irresolvable without territorial expansion.

What matters for contemporary analysis is not the ideological content of German strategy, but the
structure of its decision logic. German leaders believed that acting within a defined time window could
plausibly produce a better long-term position than delay, even when the risks were recognised and the
odds uncertain.

Demography and Economic Constraint in the German Case

Germany’s demographic and economic position in the 1930s was constrained but not perceived as
irreversibly so. Fertility had declined during the interwar period and labour shortages were emerging as
rearmament accelerated, but German leaders believed these pressures could be resolved through
military success rather than intensified by it.

Expansion was framed as a solution to structural weakness. Territorial conquest was expected to deliver
access to land, labour, food, and resources that would stabilise Germany’s long-term demographic and
economic position. Within this logic, war was not a response to decline, but a means of reversing it.

At the same time, German leadership underestimated the consequences of defeat. War was recognised
as risky, but not as existential. This assumption lowered the threshold for risk acceptance and made
preventive action appear rational within the regime’s internal calculus.

Stripped of ideology, the German closing-window logic rested on a specific combination of beliefs: that
relative power would erode without action, that military victory was plausible within a finite window, that
success would materially improve long-term conditions, and that defeat would not threaten regime
survival. It was the interaction of these assumptions, rather than demographic pressure alone, that
produced catastrophic risk-taking.
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The Soviet Union and Demographic Recovery After Catastrophe

A different historical experience illustrates the limits of demographic determinism. The Soviet Union
emerged from the Second World War having suffered extraordinary human losses, with estimates
commonly ranging from around 20 million to more than 27 million dead. The demographic impact was
severe, particularly among young adult males, creating long-lasting gender imbalances and cohort
distortions that shaped Soviet society for decades.

Despite this, the Soviet population recovered in absolute terms in the postwar period. That recovery was
supported by relatively high fertility in the late 1940s and 1950s and by state policies that prioritised
family formation, labour mobilisation, and industrial reconstruction. Although demographic scars

persisted well into the Cold War, wartime losses did not translate into population collapse or strategic
paralysis.

This experience highlights two important constraints on demographic analogy. First, even extreme
mortality shocks do not automatically produce state failure. Second, recovery depends heavily on
underlying demographic conditions and social policy frameworks. In the Soviet case, high postwar
fertility and a large base of young families created conditions in which demographic recovery was
possible, even after catastrophic loss.

Russia today does not share those conditions. Fertility remains below replacement level, mortality
among working-age men is elevated, and outward migration has reduced the pool of younger and more
mobile workers. The pathway to demographic recovery is therefore far narrower and slower than it was in
the Soviet postwar period, limiting the relevance of simple historical comparison.

Grievance, Status, and Strategic Narrative

Historical experience also shows how narratives of grievance and status loss can interact with structural
pressures. In interwar Germany, resentment over the Treaty of Versailles contributed to a political
environment receptive to leaders who promised to reverse perceived injustice and national humiliation.
This narrative did not cause war on its own, but it helped legitimise and mobilise support for policies that
were already being pursued on strategic and economic grounds.

In contemporary Russia, grievance narratives perform a comparable functional role, though under quite

different conditions. President Vladimir Putin has repeatedly characterised the collapse of the Soviet
Union as a major geopolitical loss and framed NATO expansion as an unjust encroachment on Russia’s
security environment. These themes resonate with segments of Russian society that perceive a loss of
status and influence since the end of the Cold War and help provide a coherent narrative framework for
policies rooted in broader strategic concerns.

However, grievance rhetoric does not mechanically translate into strategic outcomes. In both historical
cases, narrative operates as a justificatory layer rather than a primary driver of decision making. In
Russia’s case, grievance interacts with demographic and economic constraint rather than overriding it,
shaping how policy is explained and legitimised rather than determining what options are materially
available.
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As Russia’s material constraints have tightened, official discourse has increasingly framed the
international environment in systemic terms. During the Cold War, the Soviet Union positioned itself as a
direct peer competitor to the United States. In the post-Cold War period, Russia lacked the material
base to sustain that posture, even as it continued to contest elements of a US-led unipolar order. More
recently, however, the concept of a “multipolar world” has shifted from a peripheral descriptor to a
recurring organising frame in Russian leadership statements.

This rhetorical emphasis does not signal intent for decisive war. Rather, it reflects an effort to reinterpret
relative decline by leveraging the perceived erosion of US primacy and presenting systemic
fragmentation as a strategic opportunity through which Russia can reassert relevance and challenge
Western influence within a contested international order.

The table summarises the shifting signalling function of ‘multipolarity’ in Russian leadership rhetoric,
categorised by salience rather than frequency.

Year Rhetorical Salience Signal

2017-2019 Low Peripheral reference

2020-2021 Low-Moderate Emerging narrative frame

2022 Moderate War-contextual reframing

2023 Moderate-High Consolidated rhetorical anchor
2024-2025 High Core organising narrative

Historical Insight for the Russia NATO Context

Taken together, these historical cases clarify how demographic pressure shapes strategic behaviour
without determining it. Perceptions of time and relative decline can increase urgency, but urgency alone
does not produce preventive war. Instead, it alters risk tolerance, narrows perceived options, and raises
the stakes of crisis decision making.

The German case illustrates how a closing-window logic can drive catastrophic action when leaders
believe victory is plausible, beneficial, and survivable. The Soviet case shows that even extreme
demographic catastrophe does not preclude recovery, but only under conditions that Russia does not
currently share.

Applied to contemporary Russia, these insights suggest that demographic decline and grievance shape
behaviour by constraining available options rather than by creating an imperative for decisive war.
History therefore supports a conditional and interaction-based assessment of risk, in which structural
pressure increases instability and escalation potential without making large-scale conflict inevitable.

Testing the Closing Window Logic Against Russia

The Structure of the Closing Window Logic

Historical cases associated with so-called last-chance war decisions share a common structure.
Preventive war does not emerge from demographic pressure alone, but from the interaction of a specific
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set of beliefs about time, power, and outcomes. In the German case, risk acceptance rested on four
assumptions:

e Relative power would deteriorate with delay, making future conditions less favourable than the
present.

e Conventional military victory was achievable within a finite and narrowing window.

e Victory would materially improve long-term conditions, including access to labour, resources,
and economic sustainability.

e Defeat, while costly, would not threaten regime or state survival, lowering the perceived
downside of failure.

Only when these assumptions were believed to hold simultaneously did preventive war appear
strategically rational. The relevance of this framework lies not in historical analogy, but in assessing
whether a comparable configuration plausibly applies to Russia today.

Applied to Russia, this framework provides a structured way to assess whether demographic pressure
translates into a rational incentive for preventive war or instead constrains behaviour in different ways.

Perceptions of Relative Decline

Russia plausibly perceives its relative position as deteriorating over time. Demographic contraction is
ongoing and largely irreversible within relevant planning horizons, while the war in Ukraine has imposed
cumulative human losses and intensified labour shortages. At the same time, NATO states are increasing
defence investment, rebuilding industrial capacity, and addressing long-standing readiness gaps on

multi-year timelines. Russia’s sharp rise in defence spending reflects effort rather than advantage, with

resources absorbed by sustaining operations, replacing losses, and compensating for manpower
shortages rather than expanding future force capacity. The resulting asymmetry lies not in annual
spending comparisons but in sustainability, depth, and resilience. Russia retains meaningful regional
military capability, but the broader strategic environment is becoming more demanding rather than less.
Taken in isolation, this element of the closing-window framework applies.

lllustrative NATO Spending Path to 5% of GDP (2024-2035)

An lllustrative spending path showing how a notional 5% of GDP defence benchmark could be
distributed by 2035, with roughly 70% allocated to core military functions and 30% to security,
resilience, and grey-zone defence.

Core Military (3.5% by 2035) [l Security & Resilience (1.5% by 2035)

Security & Resilience {(cyber, CNI, logistics, innovation)

Core Military (personnel, ops, equipment, sustainment)
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The Absence of a Plausible Conventional Victory Path

The analogy weakens sharply when conventional feasibility is examined. In the late 1930s, German
leaders believed rapid and decisive victories were achievable against adversaries they judged
fragmented or constrained. Russia does not face a comparable landscape. A conventional war with
NATO would involve an alliance with vastly superior aggregate economic capacity, industrial scale,
technological depth, and manpower potential. Most assessments do not plausibly envision Russia
achieving a decisive conventional victory over NATO as a whole, particularly within a limited timeframe.
Experience in Ukraine has further undermined confidence in Russia’s ability to conduct large-scale, high-
tempo combined arms operations against well-supported adversaries, highlighting persistent
deficiencies in command and control, logistics, training, and force regeneration that would be magnified
rather than mitigated in a NATO conflict. Without a credible path to conventional success, the second
pillar of the closing-window logic fails.

Victory and the Problem of Structural Resolution

The closing-window logic breaks most decisively when the expected benefits of victory are considered.
German leaders believed, however incorrectly, that territorial expansion would resolve underlying
demographic and economic weakness by delivering land, labour, food, and resources. Russia lacks any
comparable pathway. No plausible outcome of a war with NATO would improve Russia’s demographic
trajectory. Territorial expansion cannot reverse low fertility, elevated working-age male mortality, or
sustained emigration, and even a favourable military outcome would impose additional human losses
and economic strain. Russia’s demographic decline is driven primarily by internal social and economic
dynamics rather than by shortages of territory or resources. Children not born cannot be replaced
through conquest, and labour shortages cannot be resolved through war without worsening the
underlying imbalance. Acting earlier therefore does not preserve Russia’s future position. It accelerates
the very decline Russian leadership seeks to manage.

Inversion of the Closing Window Logic

When the closing-window framework is applied systematically, the result is inversion rather than
confirmation. Russia plausibly perceives relative decline over time. It does not plausibly perceive a path
to conventional victory over NATO. It cannot reasonably expect victory to resolve demographic or
economic weakness. And it faces existential consequences from failure that sharply constrain
acceptable risk.

The interaction of these factors produces a fundamentally different behavioural outcome. Demographic
pressure generates urgency and anxiety, but not a rational incentive for deliberate preventive war. Rather
than compressing decision making toward a last-chance gamble, demographic decline narrows
acceptable options and heightens sensitivity to escalation risk.

This inversion is central to understanding Russian behaviour. Analyses that assume demographic decline
must increase the likelihood of war often identify urgency correctly but misinterpret its implications.
Urgency under conditions of plausible victory can encourage preventive war. Urgency under conditions
of implausible victory instead incentivises coercion, intimidation, and calibrated risk-taking below
existential thresholds.
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The implications of this altered incentive structure are examined in the next section, where the focus
shifts from historical logic to observable patterns in Russian strategy and escalation behaviour.

Demographic pressure does not make preventive war more likely in the Russia—NATO context. It does the
opposite. By eliminating any plausible pathway through which war could resolve Russia’s underlying
constraints, demographic decline raises the cost of decisive conflict while increasing reliance on
coercion, ambiguity, and calibrated risk-taking below existential thresholds. The result is not a
countdown to war, but an escalation environment in which instability arises from interaction rather than
intent.

Regime security, leadership agency, and the “Putin
factor”

Regime Security, Leadership Agency, and the Limits of Structural Constraint

Structural constraint shapes incentives, but it does not eliminate leadership agency. Russian strategy
remains highly personalised, and the preferences, perceptions, and risk tolerance of President Vladimir
Putin matter. Under certain conditions, regime security considerations can override broader structural
logic. Foreign confrontation has historically
served as a tool to consolidate domestic
control, deflect attention from internal pressure,
and reframe political legitimacy around external
threat.

This does not mean that war is chosen arbitrarily
or that demographic constraint becomes
irrelevant. Even diversionary or status-driven
conflict is shaped by feasibility, escalation risk,
and survivability. A war intended to shore up

regime legitimacy must remain limited,
controllable, and symbolically effective.
Prolonged, manpower-intensive conflict that threatens regime survival through military failure, elite
fracture, or social exhaustion remains structurally unattractive, regardless of leadership intent.

The regime-security dimension therefore reinforces rather than overturns the report’s core finding. It
increases the likelihood of sharp, demonstrative, and ambiguous acts of escalation while preserving
strong disincentives against sustained conventional war with NATO. Leadership agency raises volatility at
the margins. It does not remove the underlying constraints that narrow Russia’s strategic options.

NATO Preparation, Perception, and Escalation Risk

Preparation as Structural Correction, Not War Planning

Across Europe and the wider NATO alliance, defence posture has shifted materially since 2022. Defence
spending has risen, industrial capacity is being rebuilt, civil resilience has re-entered strategic planning,
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and mobilisation depth is receiving renewed attention. These changes are often interpreted as
preparation for war. A closer examination suggests a different logic.

The war in Ukraine exposed structural weaknesses that had accumulated over decades. NATO forces
were optimised for limited expeditionary operations rather than sustained high-intensity conflict.
Stockpiles were shallow, industrial surge capacity was weak, and mobilisation frameworks were
underdeveloped. The pace of equipment loss and munitions expenditure in Ukraine demonstrated that
deterrence without depth was no longer credible.

From this perspective, NATO’s response is best understood as a structural correction rather than a shift
toward offensive intent. Rebuilding endurance, regeneration capacity, and resilience requires long lead
times and sustained investment, including renewed attention to mobilisation depth and force
sustainability. Measures such as the return of compulsory or expanded military service in several
European states reflect this logic. They are less about rapid expansion than about restoring endurance
and signalling long-term resilience. These steps are precautionary and defensive in purpose. Their

strategic significance, however, lies less in what NATO intends than in how such preparations are
perceived by an adversary operating under demographic, economic, and military constraint.

Russian Perception Under Demographic and Strategic Pressure

Russian strategic culture places significant emphasis on correlation of forces and on assessing whether
long-term trends are moving in Russia’s favour or against it. Under conditions of demographic decline,
cumulative war losses, and economic friction, sensitivity to adverse trajectories increases and tolerance
for uncertainty narrows.

NATO Expansion in Europe by Decade NATO rearmament reinforces Russian

T S N perceptions that time is not neutral. Even when
alliance actions are explicitly defensive, they are
interpreted in Moscow as evidence that
opportunities for coercion may diminish as NATO
capability, endurance, and resilience improve.
This perception does not make deliberate war
attractive. It does increase incentives to test
deterrence earlier rather than later, before
margins appear to close further.

Russian official discourse consistently frames
NATO preparation as evidence of encirclement
and hostile intent. While much of this rhetoric is

performative, it also reflects genuine concern
about relative decline and loss of strategic
margin. The expansion of NATO itself reinforces
these perceptions. Finland’s accession and
Sweden’s subsequent entry fundamentally

altered the strategic geometry of Northern

Europe, extending alliance depth along Russia’s
north-western flank and reducing ambiguity in a region historically sensitive to Russian planning. These
changes were defensive in origin and response-driven in motivation. From Moscow’s perspective,
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however, they reinforce the sense that strategic space is narrowing over time. These perceptions interact
with demographic and economic constraint to heighten threat sensitivity and reduce tolerance for
ambiguity.

The result is not a linear move toward war, but a greater propensity to probe, signal, and test under
conditions of strategic uncertainty.

Deterrence Strength and the Escalation Paradox

Deterrence does not simply reduce the probability of conflict. It reshapes how and where risk manifests.
Stronger deterrence lowers incentives for deliberate attack while increasing the likelihood that
competition shifts into ambiguous spaces where escalation control is more difficult.

NATO'’s forward presence, higher readiness, and increased exercise tempo reduce the feasibility of

surprise attack and deliberate conventional aggression. At the same time, they increase the frequency of
close military encounters and compress decision timelines during crises. In such environments,
escalation risk arises less from hostile intent than from miscalculation, signalling failure, or rapid
decision making under pressure.

For Russia, whose demographic and structural constraints discourage prolonged high-intensity war, this
environment favours calibrated risk-taking designed to test NATO responses without committing to
sustained escalation. For NATO, the same environment creates pressure to respond quickly and visibly
to avoid deterrence erosion. Both sides act defensively. Their interaction nonetheless produces
conditions of heightened escalation risk.

This escalation paradox is a defining feature of the current Russia—NATO security environment.

Civil Resilience and the Narrowing of Coercive Space

NATO states are also investing heavily in civil resilience and total defence concepts. Infrastructure
protection, cyber resilience, emergency planning, and societal preparedness are now treated as core
components of deterrence rather than auxiliary measures.

Within NATO doctrine, resilience is framed as the ability to ensure continuity of government, sustain
essential services, and maintain societal functioning under pressure. These capabilities underpin
deterrence credibility by reducing the effectiveness of disruption, intimidation, and coercion below the
threshold of armed conflict.

This shift is increasingly visible in how European states are treating infrastructure that underpins
economic and political stability. Energy diversification, grid hardening, expanded LNG capacity, and
enhanced protection of digital and subsea systems have accelerated since 2022, explicitly to reduce
exposure to coercion rather than to prepare for imminent conflict. The emphasis is on continuity and
endurance rather than response. From a Russian perspective, this matters less for its defensive intent
than for its cumulative effect. As critical systems become harder to disrupt cheaply or ambiguously, the
leverage available through prolonged low-intensity pressure narrows.

At the national level, this logic is being operationalised in distinct but convergent ways. Lithuania has
expanded civil defence planning to include civilian drone capability and distributed technological
resilience, reflecting an approach in which society itself becomes part of the deterrence architecture.
Finland has long treated civil preparedness, reserve mobilisation, and infrastructure protection as core

December 2015 Page | 16


https://www.nato.int/en/what-we-do/deterrence-and-defence/deterrence-and-defence
https://www.rand.org/content/dam/rand/pubs/research_reports/RRA700/RRA720-2/RAND_RRA720-2.pdf
https://www.nato.int/en/what-we-do/deterrence-and-defence/resilience-civil-preparedness-and-article-3
https://www.theguardian.com/world/2025/aug/13/lithuania-children-drone-training-russia-threat

IF

Insight Forward

elements of national defence, while Sweden has revived total defence concepts that explicitly integrate
private industry and the public into crisis planning. These measures are not preparations for imminent
war. They are structural responses to sustained pressure below the threshold of conflict.

This does not make civil resilience destabilising. It alters the competitive landscape. As options for
prolonged, low-intensity coercion become less effective, incentives shift toward fewer but sharper acts
of pressure and signalling. The resulting risk is not escalation by design, but escalation through
interaction in a more constrained and brittle environment.

United States Uncertainty as a Perception Multiplier

These dynamics are amplified by uncertainty surrounding the long-term political commitment of the
United States to European security. Periodic questioning of alliance guarantees has increased European
incentives to strengthen autonomous defence capacity while simultaneously shaping Russian
perceptions of alliance cohesion and resolve.

From a European perspective, increased defence investment reflects risk management rather than
expectation of abandonment. Efforts to rebuild industrial capacity, readiness, and resilience are framed
as hedging against political volatility rather than preparing for a post-alliance environment. The objective
is to reduce dependence on any single political outcome, not to decouple from NATO.

From Moscow’s perspective, however, political uncertainty functions differently. Volatility in U.S.
domestic politics is interpreted as creating potential windows of opportunity, even when alliance
structures remain intact. Demographic constraint reinforces this perception by making such windows
feel fleeting, heightening sensitivity to perceived shifts in resolve.

The result is a strategic environment in which perception, rather than capability alone, plays an outsized
role in shaping behaviour.

Crisis Compression and Miscalculation Risk

The interaction of NATO preparation and Russian structural constraint produces a compressed crisis
environment. Higher readiness levels, more frequent military encounters, and intensified political
signalling reduce the time available for
clarification and de-escalation once a crisis
begins. As timelines compress, the risk shifts
away from deliberate intent and toward
misinterpretation, signalling failure, and
reactive escalation.

This compression is reinforced by the
normalisation of close military interaction.
Intercepts between NATO and Russian
aircraft, naval manoeuvres in the Baltic and
Black Seas, and signalling activity in the High
North have become routine rather than
exceptional. Individually, such encounters
US Air Force MQ-9 camera footage Russian Su-27 Black Sea intercept ~ are managed. Collectively, they create an
inMarch 2023 operating environment in which forces are
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accustomed to proximity, political leaders face pressure to respond quickly, and the margin for error
narrows. Escalation risk in this context is cumulative rather than event driven.

This environment does not require either side to seek war. It requires only that both sides prioritise
immediate credibility and deterrence in the moment over longer-term escalation control. Demographic
pressure on Russia and political pressure on NATO leaders interact to produce precisely this condition.

Interaction Effects and the Risk Environment

Taken together, these interaction effects define a risk environment shaped less by intent than by
interaction. NATO preparation strengthens deterrence and reduces incentives for deliberate attack, but it
also sharpens Russian perceptions of narrowing strategic margin. Demographic constraint heightens
sensitivity to adverse trends and reinforces reliance on calibrated coercion, while higher readiness
improves strategic stability at the cost of greater operational and crisis instability. The result is a security
environment characterised by persistent tension and elevated escalation risk without a clear strategic
intent for war. Understanding this distinction is essential for assessing real-world conflict risk and for
anticipating how shocks propagate across political, economic, and security domains.

Scenario Analysis and Escalation Pathways

How Conflict Is Most Likely to Emerge

The interaction between Russian demographic constraint, reinforced NATO deterrence, and elevated
military readiness produces a risk environment in which conflict is more likely to emerge through
escalation dynamics than through deliberate war planning. Rather than a single pathway toward large-
scale war, the landscape is defined by multiple, overlapping scenarios linked by miscalculation,
coercion, and crisis compression.

The scenarios below should not be read as discrete alternatives. They represent a continuum of
interaction in which movement between scenarios is shaped by perception, signalling, and decision-
making under pressure.

Persistent Grey-Zone Confrontation

Persistent grey-zone confrontation represents the most likely and enduring baseline condition. This
includes cyber operations, information warfare, sabotage, coercive pressure on infrastructure,
aggressive military signalling, and proxy activity designed to impose costs while remaining below
thresholds that would clearly trigger collective defence.

This mode of competition allows Russia to contest the European security environment while conserving
manpower and avoiding the demographic costs associated with sustained conventional conflict.
Ambiguity is central to its effectiveness. Grey-zone activity complicates attribution, stretches political
decision-making, and tests alliance cohesion without forcing immediate escalation.

From a demographic perspective, this scenario is structurally reinforced. It imposes minimal human cost
on a shrinking pool of military-age men while preserving flexibility and deniability. Demographic
constraint therefore does not moderate grey-zone behaviour. It incentivises it.
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Escalation risk in this scenario lies less in any single action than in cumulative pressure. Over time,
repeated coercive acts increase the probability that one crosses a perceived red line or triggers a
response cycle that becomes difficult to control.

Limited Military Incidents with Escalation Risk

A second scenario involves limited military incidents that are not intended to trigger full-scale war but
carry a meaningful risk of escalation. Examples include unsafe encounters between aircraft or naval
vessels, border incidents involving NATO frontline states, or limited uses of force designed to test
alliance resolve.

Such incidents are most dangerous when forces operate at high readiness and political leaders face
pressure to respond rapidly. Regions such as the Baltic Sea and the Black Sea are particularly exposed
due to proximity, signalling intensity, and compressed operational timelines.

Demographic constraint shapes this scenario indirectly. Russian leadership is incentivised to avoid
prolonged escalation but may accept higher short-term risk in limited incidents where costs appear
controllable. NATO’s enhanced readiness, however, reduces Russia’s ability to manage escalation once
confrontation begins. This asymmetry increases the likelihood that an incident evolves beyond initial
intent.

This scenario carries a lower probability than persistent grey-zone confrontation but a significantly higher
consequence profile.

Broader Conventional War in Europe

A third scenario involves deliberate large-scale conventional war between Russia and NATO, including
sustained operations across multiple domains and theatres. This remains the least likely outcome.

Russian leadership understands that a prolonged conventional war would impose catastrophic military,
economic, and demographic costs while offering no plausible pathway to strategic success. From a
demographic standpoint, losses on the scale experienced in Ukraine would be multiplied, rapidly
exhausting an already constrained manpower base. Low fertility, emigration, and ageing mean such
losses would not be recoverable within a viable political or economic timeframe.

This does not render the scenario impossible. It renders it strategically irrational unless Russian
leadership concludes that deterrence has already collapsed or that regime survival is directly
threatened.

Escalation Mechanisms Across Scenarios

Across all scenarios, escalation is driven less by long-term planning than by interaction effects between
posture, perception, and crisis management. Higher readiness and forward deployment shorten
decision timelines and increase the likelihood that leaders act with incomplete information. Deterrence
signalling can be misread as preparation for attack, particularly in an environment shaped by historical
grievance and deep mistrust.

Demographic constraint intensifies these dynamics by reducing Russia’s tolerance for sustained loss. It
does not eliminate risk-taking. It concentrates it into shorter, sharper, and more ambiguous forms of
confrontation where escalation control is hardest.

December 2015 Page | 19



IF

Insight Forward

Indicators That Would Shift Scenario Weighting

Scenario weighting would require reassessment if several indicators emerged in combination. These
include a sustained shift in Russian force posture toward NATO borders beyond replacement needs,
mobilisation measures that expand manpower systems beyond sustaining the war in Ukraine, or
doctrinal and political messaging that frames limited war with NATO as controllable or necessary.

Changes in defence industrial output that move beyond replenishment toward force expansion would
also be significant. The pace and scale of production matter more than headline announcements.
Repeated unsafe military encounters combined with degraded crisis communication, or visible erosion
of alliance cohesion that creates operational decision friction, would materially increase escalation risk.

Strategic Risk Environment

These scenarios describe a security environment defined by persistent instability rather than a trajectory
toward deliberate war. Demographic constraint does not force Russia into conflict with NATO. It shapes
how Russia competes by favouring coercion, ambiguity, and calibrated risk-taking below the threshold of
sustained conflict.

NATO preparation strengthens deterrence and reduces incentives for deliberate attack. At the same
time, it compresses crisis decision-making and raises the importance of escalation control. The most
credible risk facing Europe over the next decade lies not in a planned Russia—NATO war, butin a crisis
that escalates faster than leaders intend in an environment of heightened readiness, deep mistrust, and
reduced margin for error.

Competition under conditions of demographic constraint and reinforced deterrence gravitates toward
domains where pressure can be applied without triggering uncontrolled escalation. In modern
economies, those domains are overwhelmingly commercial. Infrastructure, platforms, supply chains,
and corporate networks concentrate economic value, political sensitivity, and systemic
interdependence. They offer leverage that is scalable, deniable, and persistent. As a result, escalation in
the Russia—NATO environment is increasingly likely to pass through business not by accident, but by
design.

Businesses as Terrain in Russia’s Preferred
Escalation Pathway

Competition under conditions of demographic constraint and reinforced deterrence gravitates toward
domains where pressure can be applied without triggering uncontrolled escalation. In modern
economies, those domains are overwhelmingly commercial. Infrastructure, platforms, supply chains,
and corporate networks concentrate economic value, political sensitivity, and systemic
interdependence, making them uniquely attractive sources of leverage. Pressure applied through these
systems is scalable, deniable, and persistent. As a result, escalation in the Russia—-NATO environment is
increasingly likely to pass through business not by accident, but by design.

Corporate behaviour already reflects this shift. Firms operating in logistics, energy, telecommunications,
and advanced technology have quietly expanded executive protection, crisis-management planning,
cyber resilience, and contingency arrangements explicitly linked to geopolitical escalation risk rather
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than crime or natural disruption. These measures are rarely publicised and are not framed as responses
to imminent war. They reflect recognition that geopolitical competition now manifests through
commercial systems, and that disruption is more likely to be ambiguous, deniable, and cumulative than
overt.

Why businesses sit on the escalation path

Russia’s demographic and military constraints make prolonged, manpower-intensive conflict with NATO
strategically unattractive. That constraint does not reduce competition. It reshapes how competition is
conducted. Coercion, disruption, and signalling that operate through commercial systems offer leverage
without incurring the human costs Russia can no longer absorb at scale.

This logic places private companies inside the escalation pathway regardless of intent. The question is
no longer whether businesses are incidental to state conflict, but how deliberately they are used as
pressure points, signalling mechanisms, and instruments of influence in competition that remains below
the threshold of formal war.

In a Russia—NATO context, escalation is therefore more likely to pass through corporate infrastructure
than through armoured formations.

What this looks like in practice

The early hours of Russia’s invasion of Ukraine provide a clear illustration. The disruption of the KA-SAT
satellite network formed part of a military campaign, cutting connectivity across Ukraine and into parts
of Europe. A commercial platform was used to pursue an operational objective, with immediate spillover
effects for civilian users and allied states.

The same logic applies to physical infrastructure underpinning digital and economic activity. Undersea
cables, which carry the majority of global internet traffic, have experienced unexplained damage in
European waters. These systems are commercially owned, lightly protected, and systemically critical.
Their disruption generates financial, operational, and political effects without requiring overt military
confrontation.

Logistics and shipping illustrate a parallel pathway. Attacks on merchant shipping in the Red Sea have
demonstrated how disruption can reroute trade flows, raise insurance costs, and impose sustained
economic friction without directly targeting states. The strategic lesson is not geographic but structural.
Commercial systems can be weaponised to apply pressure while remaining below the threshold of war.
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Russia’s Gray Zone Activity
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Why the national security perimeter is expanding around business

As these dynamics become persistent rather than exceptional, governments have begun to formalise the
role of private actors in national resilience. Definitions of critical infrastructure are expanding beyond
traditional utilities to include connectivity, data, logistics, and platform services.

Regulatory frameworks such as NIS2 and the Critical Entities Resilience Directive reflect this shift. They
do not simply mandate higher resilience standards. They embed private firms within national security
planning, preparedness, and crisis response expectations.

For companies, this creates a structural tension. Alignment with government priorities can unlock
contracts, access, and strategic relevance. At the same time, it increases visibility and can elevate firms
into an adversary target set. Neutrality becomes harder to sustain in practice, even where it remains a

legal or commercial aspiration.

How risk translates inside firms

Grey-zone activity is designed to create friction rather than collapse. Disruption is often partial, deniable,
and timed to maximise uncertainty rather than damage. For firms, this produces risk that is harder to
insure, harder to attribute, and harder to explain to regulators, partners, and shareholders.

Cyber intrusions increasingly resemble pre-positioning rather than theft, with access retained for
potential activation during crisis. Physical security risk extends beyond facilities to executives,
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contractors, and transit routes. Supply-chain disruption converts geopolitical tension into cost volatility
and operational instability.

Financial effects compound quickly. Insurance markets respond through exclusions and premium
increases. Regulatory exposure grows when resilience standards become mandatory rather than
voluntary. Sanctions and export controls shift from compliance functions to operational constraints.

The strategic implication for leadership

In a Russia—NATO-shaped risk environment, businesses are no longer outside the conflict space. They
are part of it. The strategic question for leadership is not whether to engage, but how to operate when
engagement is imposed by structure rather than choice.

The firms most exposed are those that provide connectivity, data, logistics, energy, or dual-use
capability, and those that directly or indirectly support Ukraine. For these companies, resilience is no
longer a defensive measure alone. It is a determinant of market access, regulatory trust, and strategic
credibility.

This does not imply imminent war. It implies that competition is already underway and that, for business,
the grey zone is not a peripheralrisk. It is the operating environment.
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