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the region from Lithuania, Lat-
via and Russia collected
through dircct interview of eco-
nomists and industrialists using
a structured survey;

® derivation of a set of crude oil
strategices for Lithuania which
will incorporate the economic,
political and operational requi-
rements and constraints that
exist and will provide guidance
to policy-makers as transition
continues and EU accession ap-
proachcs.

Oil sources and
export points

Before transition, Lithuania’s
sole source of crude oil was the
USSR much of which was located
in Russian Siberia. A comprehen-
sive pipeline system was develo-
ped over many years for the USSR
oil export industry which locused
upon three main dircctions - the
Black Sca, the Druzba Pipcline to-
wards allies in Poland and the
DDR and Western Europe, and the
Baltic Sca and in particular the fa-
cilities at Ventspils (Latvia) for di-
rect crude oil exports, and Mazie-
kiai (Lithuania) as the only oil refi-
ning lacility located in the Baltic
States region.

The infrastructure that suppor-
ted these facilities was designed so-
lcly for the use of Soviet crude
which mecant that upon indepen-

dence, Lithuania inherited a large
refining facility that was the single
largest generator of GDP in Lithu-
ania by far and yct relied entirely
upon Russian co-opcration in pro-
viding piped imports of crude oil.
This has been a continued problem
for Lithuania, particularly since
Russia has alternative outlets - not
least Ventspils in neighbouring
Latvia - and also their own refining
facilitics, thus negating any need to
depend upon Lithuania and its de-
mand. Much of what has happened
in Lithuanian oil strategy since
1991 has been driven by this de-
pendence upon Russia and this inc-
ludes the development of new im-
port/export facilities for crude oil
and products at the Butinge oil bo-
om on the Lithuanian coast which
has provided some seriously desi-
red, if expensive, flexibility.

EU accession

Since December 1999, Lithua-
nia has been moving towards ac-
cession to the EU. Lithuania was
disappointed by their failure to be
included in the first wave of appli-
cants following transition but now
has the difTicult task of meeting the
economic requirements of the EU
which include a number of issucs
that directly impact upon the oil in-
dustry. Itis necessary in the context
of this research, the cmphasis pla-
ced upon the private sector and the
subtle but definite stress upon mo-
ving away from Russian influence
and morc towards that of the west.
Thesc latter issucs have had imme-
diate impacts upon the relationship
of Lithuania with Russia.

Russian influence

As we have scen already, Rus-
sian influence in the oil industry in
Lithuania has been substantial and
there have been deliberate moves
by Lithuania since 1991 to reduce
this but with limited and controver-
sial success. The main movces have
involved the sale of 33% of Mazci-
kiai Refinery, Butinge Oil Import/
Export Facility and associated in-
frastructure to Williams Internatio-
nal of the USA. This was comple-
ted in competition with Lukoil of
Russia.

The salc of the fundamentally
important Mazcikiai complcx
along with the ncw Butinge facili-
ty to an American company, at a
low cost has created a number of
economic and political problems.

The research project concentra-
tes upon the most significant of all
industrics within Lithuania and the
Baltic States region, and provides a
detailed analysis of the cconomic

and political factors.

The output from the research
would be of fundamental relevan-
ce to policy-makers within Lithua-
nia and those working upon acces-
sion in the region and with the Eu-
ropean Union. Crude oil in Lithu-
ania is of vital importance to the
country’s economic health and its
progress towards EU accession is
dependent upon resolving a strate-
gy to deal with the complex sct of
issues noted above. There has been
no fundamental research carried
out on the industry up to now. The
results will be of widc interest to
the industry, policy-makers, practi-
tioners and academics.

Container Transit
by Rail through
Lithuania

This rescarch project has a
number of objectives:
® torcview the current role of the

Trans Siberian Railway (TSR)

in the movement of containers

from Russia, the Far East and
countrics of the FSU to Europe
and for export elscwherc;

® 10 assess the potential of the
network for further develop-
ment and the nced for infra-
structural and logistical impro-
vements to achieve this;

® {0 analysc the role of the ports
of the Baltic States (and in par-
ticular Klaipeda) in providing
an inter-modal link with ship-
ping scrvices in the Baltic Sea
in competition with alternative
port facilities in Russia and Fin-
land:

® (o asscss the futurc of container
movements by the TSR through
the Baltic States in the light of
their impending accession to the

EU;
® to identify and recommend ma-

jor policy initiatives for Lithua-

nia in lcrms of transit policy for
potential container traffic by the

TSR.

The TSR was a development of
the Sovict rail network originally
constructed in the time of the Tsar
but supported by the Soviet stale as
a source of hard currency. Contai-
nerised freight flows were conside-
rable before 1991 when following
the break-up of the Sovict Union,
the service was partially privatised
with salc ol 30% to Scaland of the
USA and the formation of the
Trans-Siberian Express Service
(TSES). This joint venture with the
Russian Ministry ol Railways
maintained the original aim of the
routc to act as an alternative (and
faster) service to deep-sea links
from Japan, China and Korca to
Europe and the USA. Following

Macrsk’s acquisition of Scaland
and ncw anti-trust regulations in
Russia, Maersk-Scaland acquired
100% ownership of the service
from the ministry.

TSES revenue steadily srew
from USS6 million in 1992 1o
around USS60 million in 1997 but
then fell drastically with the Rus-
sian economic problems. Service
volumes fcll from 9,259 TEU in
March 1998 10 2,102 TEU in Feb-
ruary 1999. Although traffic incre-
ascd 10 4.000 TEU a month by the
end of 1999, the TSR remains in a
depresscd state.

The route offers much poten-
tial, particularly in the context of
increasing environmental awarc-
ness and the ecmphasis on rail
freight in this context, and the po-
licies of the EU which aim 1o en-
courage inter-modal transport for
similar reasons. The development
ol Baltic States port facilitics follo-
wing transition offers similar en-
couragement to TSR containerised
scrvices particularly in contrast to
the ice affected port of St Peters-
burg and the port of Kaliningrad
which although in Russian territo-
ry, is physically separated by Lithu-
ania and Belarus. Both ports also
have security problems. Currently
the main outlets to the sca for TSR
containers are through south Fin-
nish ports and the ports of the Bal-
tic States see opportunities in com-
petition with them particularly ir
the light of new or planned contai-
ner terminal facilitics in Klaipeda
Ventspils, Licpaja and Riga. Com:
petition from rail services acros:
Europe is limited by the difference
in rail gauge once crossing the Po
lish border and the costs this impo
ses.

This research aims to analys:
the potential for the Baltic State:
ports and particularly Klaipeda, 1«
acquire a greater share of the TSF
containerised traffic. It will b
practical in its approach with th
aim of offering advicc to policy
makers in the Baltic States on stra
tcgies for the future derived from
comprehensive literature reviey
and the close involvement of regio
nal experts, whilst retaining stron,
theoretical validity through its us
of established techniques of con
tent analysis.

Both these research projects rc
flect the significant and growin
role that Lithuania is beginning 1
play in the transit market betwee
the major castern and western r¢
gions of Europe. This role will inc
rcase as developments within th
region continuce 1o take place. Bol
the crude oil and container sectos
arc fundamental to the risc of Li
huania as a major logistics supplic
in the Baltic region.
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