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TOPICAL ISSUES 

Oil and Containers 
in Transit through 
Lithuania 
- Research in the United Kingdom 

Professor Michael Roe 
Anastastia Liliopoulou 
Irma Pasukeviciute 
University of Plymouth, 
Institute of Marine Studies, 
United Kingdom 

, 
he for the and 
maritime sector of Lithuania 
looks extremely promising 

in the context of a number of chan
ges that have taken plaee in recent 
years and the developments which 
arc planned fo r the eoming decade. 
Lithuania has a tradition within the 
sector including a major internatio
naltrueking industry, a significant 
lmnsit port in Klaipeda with the 
great (ldv(lntage of icc-free status, 
good road and rail links to the cast 
and the enormous markets of Rus
sia, Belarus and the othe r Baltic 
States, the prospect of EU mem
bership and al l the market advanta
ges that this will bring in the next 
few years and last but not least , its 
s trategic location between the EU 
and the countries of the Former So
viet Union which provide an op
portunity lor Lithuania to become 
the Netherlands of Central and 
Eastern Europe - a dynamic, fast 
growing and prosperous country 
aeting as the pivotal point for trade 
within the region, far in excess of 
its physical size and popUlation. 

Lithuania's future role as the 
transit hub for the cast (lnd the link 
between the dynamie markets of 
Germany and Scandinavia and the 
growing signi licancc of Russia and 
its neighbours has allracted allen
tion in western Europe, not leas t at 
the University of Plymouth in the 
United Kingdom where the Institu
te of Marine Stutlies is the largest 
and 1110St significant teaching and 
research institution coneentmting 
on transport . shipping and logistics 
in Eastern and Central Europe. The 
research group cons is ts often staO' 
membcn; plus a large grollp of rese
a rchers of which two arc actively 
involved in researeh into logis tics 
and tmnsport in Lithuania at this ti
me. These two projects arc being 
undertaken by two young women 
from Lithuania und Grcece, exami
ning respecti vely the transi t of c ru-
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de oil and the transit of containers 
by rail from Russia, central Asia 
and the Far East, both throu"h Lit
huanian outlets. The former 
has altraeted sponsorship from the 
European Union Phare fund whilst 
the lalter has been funded by Llo
yds of London. The quality of the
se sponsors reflects the seriousness 
with which the issues arc conside
red within Europe and also the im
portance that the Lithuanian role in 
transit is considered. Both resear
chers graduated recently from the 
Institute in Plymouth in Maritime 
Business and Law and bring with 
them analytical (and linguistic) 
skills that arc appropriate and no
table. 

Oil Transit t hrough 
Lit huania 

This project provides ::tn ceono
mic analysis of the Lithuanian cru
de oil sector in the light of the pe
riod oftrnnsition following the bre
ak-up of the Fonner Soviet Union 
(FSU) and the moves being made 
towards European Union (EU) ac
cess ion_ Lithuania emerged from 
the FSU as one of the three inde
pendent Baltic States which under 
the old Soviet regime had always 
been significant as transit countries 
lor both imports and exports to the 
USSR, oITering icc- free access to 
the Baltic all year round. As a con
sequence, a large quantity of the 
USSR 's international trade passed 
through the ports of Riga and Venl
spils in Latvia and Klaipeda in Lit
huania including substantial quan
tities of Soviet crude oil. 

Following the break-up of the 
USSR, the economic and political 
situation for these oil movements 
has changed considerably and the 
newly independent Lithuania has 
inherited both a powerfi.11 pos ition 
(in that Russia has only limited iee
free access to the Baltic rrom its 
own territory through the Kalining
rad enclave, which in tum is only 
access ible across Lithua nian te rri
tory) . and a weak pos ition in that its 
sole source of oil has a lways been 
Russia (und the FS U) and the inf'r.1-
s tructure inhe rited (pipe lines, re fi -
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neries, terminals etc) was a ll desig
ned uni-d irectionally for this sour
ce of oil. Lithuania thus find s itsel f 
both re liant lIpon , a nd o ne of the 
few prov iders for, Russ ia n crude 
oil. This in tum has highly signifi 
cant economic consequences - fo r 
example, some 30% of Lithuania's 
GDP can be associated with the on
ly oil products refinery in the Bal
tic States at Mazeikiai, but until ve
ry recently, this fac ility has been to
tall y reliant upon Russia n c rude 
imports. In late 1999, these were 
interrupted by Ru ssia n s upplie rs 
during disputes over ule refinery's 
ownersh ip plans and its part ial sa
le to US interests. As a conseque n
ce, since independe nce in 199 1. 
erude oil trade in Lithuania has be
en fundame ntal bOlh to the coun
try 's economic hca lth and po litica l 
stability. 

As :a consequence, tbe rese
an:b project bas tbe following ob
jectives: 
• to assess the impact in Lithua

nia, of the trans itio n from So
vi et control to inde pe nde nce. 
upon the c rude oil sector: 

• to as 'ess the c ll rrent pa llern of 
c rud e oi l movements <lnd the 
na ture of the in fras truct ure in 
Li thuan i<l and iL<; reg ional com
pet itors: 

• to a na lyse the c urren t factor:. 
tha t d icta tc crude oi l polley III 
Li thu[l nia - economic. pohllcal 

a nd opemtio nal; 
• to derive the opinion o f econo

mic experts wi th in the region as 
to the possibilit ies fo r fUlure re
giona l crude oi l po licies; 

• to deve lo p a model of the crude 
o il indus try in the region deri
ved from lhese opinio ns, which 
accommodates both the econo
mic a nd po l it ical iss ue [l nd 
whic h can provide guida nce 10 
policy-make rs for the future; 

• to examine the e fTecl of EU ac
cession upo n th is s tra tegy and 
to provide g uida nce for econo
m is ts in th e Ba lt ic S ta tes for 
strategies <IS :leeeSSlon opproa
ehes. 

To achie ve these objecti ves, 
the project cons is t of ttl e foll o
wing methodology; 
• iJ review of the tranSi tion penod 

from the late 19ROs 10 the mo
ves IIlward. EU access io n 10-

day, the fl ow of cnlde oil In the 
region :lnd the Infro Iruclllral 
faci lities UllIt ex lSI. TIll'. will be 
based upon ;J full literature re
view from sources In Lllhu::tm3. 
Latvl<J. RUSSia and the UK, [lIth 

research Into source \\ IIhlnthc 
indu.lry. 

• u.lcnllficallon of the main Influ
ences upon the Indu.lry In lit
huania at Jlresent :lnd in the 
year. to come a" EU ;)cccssion 
aJlJlrouehe : 

• an allJlysi" of e Jlen opinion In 



the region from Lithuania. Lat
via and Russia collected 
through direct interview of eco
nomists and industrialists using 
a stmctured survey; 

• derivation of a set of crude oil 
strategies for Lithu.mia which 
will incorporate the economic, 
political and operational requi
rements and constraints that 
exist and will provide guidance 
to poliey-maken; as transition 
continues and EU accession ap
proaches. 

Oil sources and 
export points 

Be/ore transition. Lithuania's 
sole source of crudc oil was the 
USSR much of which was located 
in Russian Siberia. A comprehen
sive pipeline system was develo
ped over many yean; for the USSR 
oil export industry which loeused 
upon three main directions - the 
Black Sea. the Druzba Pipeline to
wards allies in Pol:lnd and the 
DDR and Western Europe. :lnd the 
Baltic Sea and in particular the fa
cilities at Ventspils (Latvia) for di
rect cnlde oil exports. and Mazie
kiai (Lithuania) us the only oil refi
ning facility located in the Bollic 
States region . 

The infmstrueture thnl suppor
teo these facilitiL'S was de:dgned so
lely for the usc of oviet crude 
which mcant that upon indepen-

denee. lithuania inherited a large 
refining Facility that was the single 
largest generator ofODP in lithu
ania by far and yet relied entirely 
upon Russian co-operation in pro
viding piped imports of crude oil. 
This has been a continued problem 
for Lithuania. particularly since 
Russia has alternative outlets - not 
leas~ Ventspi Is in neighbouring 
Lat.v~~ - and also their own refining 
facilities, thus negating any need to 
depend upon Lithuania and its de
mand. Much oFwhat 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 cmde 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 di Oicult task of meeting the 
economic requirements of the EU 
which include a number of issues 
that directly impact upon the oil in
dustry. It is necessary in the context 
of this research. the emphasis pla
ced upon the private sector and the 
subtle but definite stress upon mo
ving away from Russian influence 
and more towards that or the wes\. 
These laller issucs have had immc
diate impact,; upon the relationship 
or Lithuania with Russia. 

Russian influence 

As we have seen already. Rus
sian influence in the oil industry in 
Lithuania has been substantial nnd 
there have been dcliberate moves 
by Lithuania since 1991 to reduce 
this but witb limited and controver
sial success. The main moves have 
involved the sale of33% of Muzei
kiai Refinery. Butinge Oil Import/ 
Export Facility and associated in
Frastructure to Williams Internatio
nal of the USA. This wns comple
ted in competition with Lukoil of 
Russia. 

The sale of the fundamentally 
important Mazei kiai complex 
along with the new Butinge facili
ty to an American company, at a 
low eosl has created a number of 
economic and political problems. 

The research project eonecntm
tes upon the most signitiennt of all 
industries within Lilhuania and the 
Baltic Sl;]tes region. and provides a 
detailed analysis of the economic 

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 strnte
gy to deal with the complex set or 
issues noted above. nlcre has been 
no rundamental research carried 
out on the industry up to now. The 
results will be of widc interest to 
the industry. policy-makcrs. pmcti
tionen; and academics. 

Container Transit 
by Rail through 

lithuania 

This research project bas a 
number of objectives: 
• to review the current role of the 

Trans Siberian Railway (TSR) 
in the movement of containers 
from Russ ia. the Far East and 
countries of the FSU to Europe 
and ror export elsewhere; 

• to assess the potential of the 
network for further develop
ment and the need for infra
structural and logistical impro
vements to achieve this: 

• to analyse the role of the ports 
of the Baltic States (and in par
ticular Klaipeda) in providing 
an inter-modal link with ship
ping services in the Baltic Sea 
in competition with alternative 
port fueilities in Russia and Fin
land: 

• to assess the future 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 terms of transit policy for 
potential container trallic by the 
TSR. 
The TSR was :I development of 

the Soviet rail network originally 
constructed in the time of the Tsar 
but supported by the Soviet state as 
a source of hard currency. Contai
neriscd freight flows were eonsidc
rable belore 1991 when following 
the break-up of the Soviet Union. 
the service was partially privatised 
with sale of30% to Scaland of the 
USA and the rormation of thc 
Trans-Siberian Express Service 
(TSES). Thisjoint venture with the 
Russian Ministry of Railways 
maintained the original aim of the 
route to act as an alternative (amI 
faster) service to deep-sea links 
from Japan. China and Korea to 
Europe and the USA . Follo\ ing 

Maersk '~ aequl slt iun of e~land 
and new antHrust regulation · in 
Russia, Macrsk- eala~d acquired 
100% 0\ nership of the crvice 
from the ministry. 

TSES rcvenue ·teoddy grell 
from USS6 million in 1992 tn 
around USS60 million in 1997 but 
then rell drastically \ ilh the Ru~
sian economic problems. Sen' lce 
volumes fell from 9 ._59 TEU in 
March 1991; to 2, I 02 TEU in Feb
ruary 1999. Althou!!h trallic incre
ased to 4.000 T[U ~ month by the 
end of 1999. the TSR remains m a 
depressed state. 

Thc route olTers much poten
tial. particularly in the conte. t of 
increasing environmental al are
ness and the cmphasis on rail 
frcight in this context, nnd the po
licies orthe EU whieh aim to en
courage inter-modaltnlllsport for 
similar reasons. The developmcnt 
ofl3nltic States port liH:ilitics foil 
wing transition on·en; slInilnr en
couragement to T R containeflsed 
serviecs particularly in contrJst to 
the icc .dreeted port of t Peters
burg and the port of Kaliningrad 
which although in Russian territo
ry. is physically separated by lithu
ania and Belarus. Both ports nlso 
have security problems. Curren tly 
the mnin oullets to the sca for TSR 
containers arc through south fin · 
nish ports and the ports of the Bal· 
tic States see opportunities in com· 
petition with them pnrticularly ir 
the light of new or planncd contnl· 
ner tcrminal racilities in Klaipeda 
Ventspils. Liepaja and Riga . Com· 
pctition from rail serviccs a roS! 
Europe is limitcd by thc dilTerencl 
in rail gaugc once crossing the Po 
lish border anti the costs this impo 
ses. 

This research aims to analyst 
the potential for the Baltic State. 
ports and particularly Klaipeda . Ie 

acquire a greater share orthe Tsr 
containerised traffic . It will b, 
pmctical in its appronch with th, 
nim of olTering advice to policy 
makers in the l3altic StatL'S on stra 
tcgies lor the future derived from 
comprehensive literature reVle\ 
and the close involvemcnt of rcgio 
nal experts. whilst retaining stron 
theoretical validity through its us 
of established techniques of con 
tent nnalysis . 

Bot h these rl..'Search projects fI. 
neet the signi (Ic'lnt and growln 
role that Lithunnia is beginnmg t 
play in the transit market bet\\ec 
the major eastern and western rl 
gions ofEuropc. nlis role will I III 

rcase as developments \ IIhln th 
region continue to take plOlce B t 
the crude 011 and container sect\ll 
are rundamenlal to the riC of Li 
huanill as a mllJor logIstiCS 'Upplil 
III the Ba ltiC reg IOn. 

JURA· 200 115 ·89 


	274731_0000
	274731_0001
	274731_0002
	274731_0003
	274731_0004

