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	The main objective of this project was to analyze the domestic determinants of energy and transit policies in four energy-poor post-Soviet states, each playing a role in the direct or indirect transit of Russian energy to the EU: Ukraine, Belarus, Lithuania and Moldova.
	
	Work carried out to achieve the research objective

In order to achieve this objective, a structured comparison of the way each of these states have managed their energy dependency on Russia, and the domestic factors affecting it, was carried out. As a complement to this comparative analysis, the specificities of various trans-border energy-related value-added chains (in oil and gas, from production to sale to end-users) involving actors in both Russia and the energy-poor states were studied. 
These two analyses were accomplished through the use of international and local statistics, government documents and the local press, and notes from interviews and consultations with policy-makers, analysts, and energy-market practitioners (conducted before the start of the MC IFF). In addition, supplementary work needed to be carried out concerning the cases of Belarus and Moldova, the two cases with the weakest statistical and documentary base: in the case of Belarus, a set of twenty statistical tables providing a unique view of the connections between domestic and foreign energy policy was compiled in collaboration with two Belarusian economists. In the case of Moldova, field research was conducted in-country, and the Fellow started training in Romanian in order to use needed local materials for this and subsequent projects. Sources in Russian, Ukrainian, Belarusian, Romanian, as well as in English and German and (in translation) Lithuanian were used for the project.
The research objective was fully met. New knowledge was created on critical issues for the EU’s security of supply, new insights were developed concerning needed future avenues of research, and new partnerships were developed for successfully carrying out these initiatives. The project’s contributions to each of these areas are summarized below.

	Main conclusions and their potential impact and use
	1. Traditional understandings of the power of transit states vis-à-vis their suppliers need to be reassessed. If until now we have looked at transit-country infrastructure (such as oil and gas pipelines and underground gas storage deposits) as important means of counter-pressure on the main supplier, this is not a complete picture. As became clear through numerous cases analyzed in this project, the actual value of transit infrastructure is largely conditioned by domestic factors -- to the extent that this infrastructure becomes part of (often corrupt) rent-seeking games the more difficult it becomes to use them as a real and effective element of counter-power vis-a-vis the main suppliers.
	2. Contrary to the views propagated by most politicians in the energy-poor states, an overconcentration on low energy prices as an absolute goal was one of the biggest determinants of energy insecurity. In addition to reducing incentives for conservation and domestic production, prices too low to cover the cost of imports and network maintenance deprived energy companies of the funds needed to maintain energy transit systems. At the level of imports, as seem most clearly in the case of Ukraine, the over-concentration on low prices provided fertile ground for non-transparent deals, as it helped justify  special privileges given intermediary companies, which were often able to offer “lower” energy import prices by, de facto, siphoning the profit of the state and state companies and distributing the difference between themselves and the importers.
3. Important aspects of post-Soviet energy supply crises involving Russia and the transit states (2006, 2009 supply interruptions) were not (or, at least, not only) the result of inexorable contradictions in the energy interests of both sides, but of intentional actions such as the creation of “artificial scarcities” by various participants in the energy process. The actual manifestation of such creation of artificial scarcities depended on the time period and circumstances: in some cases, it took place through the manipulation of existing institutions or the creation of new, often corrupt ones (such as some types of intermediary companies), with the specific purpose of creating rent-seeking opportunities (most often at the expense of the state and tax-payers) in benefit of well-situated groups. In other cases, this took the form of an artificial heightening of the stakes in the energy discussions, as a way of politicizing the issue for public relations and preemptive pressure purposes.

5. Gazprom’s monopoly role in Russia itself fostered the creation of “artificial scarcities” in energy relations with the post-Soviet states, and for corrupt ways of “solving” them. It was exactly this monopoly role which gave Gazprom (or, more likely, influential players within it) the ability to sway actors in the energy-dependent states into accepting intermediary companies presenting themselves as sources of diversification away from Gazprom’s monopoly.  In other words, the monopoly and gate-keeping powers held by Gazprom as a corporation gave individual actors within it the perfect conditions to create artificial scarcities that could then be turned into (potentially corrupt) rent-seeking opportunities. 

6. As seen in the case of Moldova and Transnistria, conflicts started as purely ethnic or separatist ones can become further entrenched once they provide elites the possibilities for control of important energy-related rents, making support of transparency and anti-corruption measures important not only from a political but also a conflict-prevention perspective.
	
	Potential impact and use of conclusions, and further scientific impacts expected
	These conclusions are of obvious relevance for policy-makers involved in the post-Soviet region, both in the foreign-policy front, but also as related to financial assistance programs (IMF, WB, EBRD) and civil society development, as well as to the business sector. In addition, they tell us much about the type of further research needed on the issue. In particular, additional, interdisciplinary research is needed on the distinct value-added chains, -- as well as their related arbitrage-gains-- implied by oil, gas, and other energy processes in the region, and how they affect energy interactions and transit in the post-Soviet region.

In order to answer these further questions, the Fellow has established contacts with four research centers in the EU that could be appropriate partners for follow-up projects. One follow up project application has been submitted, in collaboration with project host institution Aleksanteri Institute, to the Academy of Finland; a further project to the European Research Council is likely to be submitted by 2015.
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