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ABSTRACT

The Black Sea region is one of the most complex regions in terms of energy development. It hosts several major powers and some developing countries
that need to cut energy costs. In general, the region is controversial. It is influenced by external actors, and therefore regional stability is very difficult
to achieve. In addition, institutional players such as the EU, the Belt and Road Initiative, the Black Sea Trade and Development Bank, etc., have their
own vision of the future of the Black Sea region. The article is aimed at assessing the regional balance of power and estimating the interests of the
countries of the region. Based on this assessment, the authors have classified the countries in the region, predicted potential alliances, and provided
recommendations on how the countries should behave in the region. The key findings comprise the rejection of the two hypotheses: the countries of the
region cooperate mainly through similar institutions; and the countries of the region can efficiently cooperate within the framework of a single strategy.
The novelty of the article is in a new look on the regional distribution of power and new strategies for cooperation between countries in the region.

Keywords: The Black Sea Region, Energy Sector, Strategy, Institutions, Balance of Power
JEL Classifications: F59, Q48

1. INTRODUCTION

East vector is represented by Turkey and Iran, which can be
included in the wider Black Sea region (Hamilton and Mangott,

The wider Black Sea region has always been a region with
significant energy and political challenges. The Black Sea region
has great potential as a transport route and logistics hub between
Asia and Europe; in addition, it also provides opportunities
for trade between the Gulf States and Europe, encompassing
four different economic, political and cultural formations. The
European formation is represented by the EU countries (Romania,
Bulgaria) and the European Union as the main institutional
player in the region, Moldova and Ukraine. The Asian vector is
represented by Azerbaijan and Georgia, and the China Belt and
Road Initiative is an institutional player on this side. The Middle

2008; Winrow, 2007). Russia tries to play its own game, but, as
a rule, acts in accordance with its economic interests, creating
institutions that depend on its policies and financial donations (for
example, the Black Sea Trade and Development Bank [BSTDB]).

In addition to the mentioned intersection of interests, there are
several conflicts in the region, the most recent of which are
the Russian-Georgian conflict in 2008, the Russian-Ukrainian
conflict over Crimea in 2014, which continues to the present,
and the Azerbaijani-Armenian conflict in 2020. Such a bunch
of contradictions, including the economic pressure of the EU on
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Russia and the desire of third parties such as the United States
and China to seize regional power (Donnelly, 2020; Sautin, 2018),
creates a significant imbalance in the region.

The authors aim to study energy cooperation in the region, taking
into account the above facts and to develop the best strategy for the
main regional players to achieve their goals. The choice of the main
players, the comparison criterion and the system for determining
their goals are described in the Methodology.

The novelty and practical significance of the article are explained
by a new approach to the analysis of the region, based on energy
cooperation as a force for creating healthy competition in the market
and economic goals that can be achieved without a military conflict.

1.1. Literature Review

The hypothesis of the article, specifically the assumption that the
countries of the Black Sea region can have a single development
strategy, is based on (Gorka, 2018), where it is argued that the
Three Seas Initiative is efficient in the EU. At the same time,
Vespremeanu and Golumbeanu (2018) stated that the Black Sea
region can be the subject of a single development strategy, at least
in the environmental field. Another position is expressed by Sharyi
etal. (2019), who pointed to high competition as the main factor in
the regional unrest, however, without analyzing the fundamental
political causes of this competition.

The hypothesis that the countries of the region can cooperate based
on the similarity of regional institutions is covered in (Ivan, 2016),
the author compared the Black Sea region and other regions and came
to the conclusion that the remoteness of institutions in the Black Sea
region is high. Poiana (2015) clearly formulated the energy aspect of
the Black Sea cooperation and stated that countries seek to pursue
their own interests, and not common interests in the region.

Wege (2015) demonstrated the key role of the region in energy and
came to the conclusion that Russia and the EU cannot cooperate
in the Black Sea region.

2. METHODOLOGY

The authors discuss the wider Black Sea region, which includes
the following countries: Russia, Georgia, Azerbaijan, Iran, Turkey,
Bulgaria, Romania, Ukraine and Moldova. These countries are
divided into four major groups: European countries, Middle East
countries, Asian countries and Russia. Within each group, the

Table 1: Countries by the criteria of major players selection

Russia 1460 1,484,134
Georgia 16 1251
Azerbaijan 42 55,397
Iran 611 406,252
Turkey 649 40,367
Bulgaria 68 11,877
Romania 249 25,061
Ukraine 142 60,883
Moldova 11 818

authors have selected the major player(s) based on (1) GDP, which
shows the economic power of a country, (2) energy production and
consumption, which allow to assess the size of the energy market, and
(3) the military power (Global Firepower, 2020), demonstrating the
political and military potential. The results are presented in Table 1.

As it follows from Table 1, Russia, Azerbaijan, Iran and Romania
are the four major regional players.

Based on the data in Table 1, the authors have put forward a
hypothesis that there may be a single strategy, which is best suited for
all the countries, since there is an obvious leader, Russia, and regional
subleaders, which can make other countries follow their strategies.

Table 2 demonstrates another important classification by position
in the energy market.

Based on Table 2, the authors have put forward a hypothesis that
countries from the same regional group can form cooperative
strategies based on the similarity of the institutional development
of these countries.

Further study will focus on forecasting the energy balance of each
country in the region and on analyzing the country’s energy policy
goals. Energy balance can be predicted using regression analysis.
These tools will allow to prove or reject the two hypotheses.

The structure of the study for each country is as follows: (a) the
current state of the economy and energy market; (b) the goals of
the country’s energy policy (those related to the Black Sea region);
(c) analysis of the energy market.

Based on the forecasts, it will be possible to compare the best
strategies of the major players in the region and develop a
framework for regional energy partnerships.

The analysis of groups of countries is carried out on the basis of the
common goals of the countries of this group in the region, which
allows to give recommendations on the institutional development
of cooperation in the Black Sea region.

3. RESULTS

3.1. European Countries
When speaking about the European countries of the region, such
institutional investors and regulators as the European Union (EU)

514,447 0.0681
4418 1.6679
9,213 0.9463

200,300 0.2191

102,960 0.2098
10,161 0.8916

24,241 0.6177
51,458 0.4457
3171 —

Source: Created by the authors, based on (Global Firepower, 2020; IEA, 2020).
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Table 2: The regional economies by position in energy
market

Europe Asia Middle East Russia
Exporters — Azerbaijan Iran Russia
Importers Romania, Moldova, Georgia Turkey -

Bulgaria, Ukraine

Source: Created by the authors

and the European Bank for Reconstruction and Development
(EBRD) should be mentioned. The EU has a strong influence on
the energy sector by introducing regulatory measures to promote
green energy, while the EBRD is investing in an energy project,
thereby helping to implement the EU’s energy policy. At the same
time, EBRD investments do not have a significant impact on the
energy sector of the Black Sea region, they cannot be taken into
account due to their statistical insignificance for all countries
except Moldova, but even there the volume of financial support
is low (1,395 million euros) (EBRD, 2020).

3.1.1. Romania

Romania’s energy market is not very diversified, it is dependent
on gas imports from Russia, but due to the path dependence, until
recently, Romania was a net exporter of electricity (Pociovalisteanu
et al., 2010; Stet, 2017). But in 2018-2019 the situation changed,
and today the country depends on energy imports even more than
before (Cirstea et al., 2018). Recent years proved the inefficiency
of the country’s electric grids, inherited from the communist past,
and at the same time demonstrated that, despite this inefficiency,
this is the only option for the country to start developing a new,
better energy infrastructure.

At the same time, the country is under pressure from the EU, since
according to the European Green Deal — Investment Plan for a
Sustainable Europe (European Commission, 2020), the country is
obliged to become carbon neutral by 2050, which means increased
costs of renewing the energy system. Romania’s most serious
problem is the lack of financial resources to carry out such a large-
scale transformation, since in 2019 the country faced significant
political difficulties (Vilcu and Timu, 2019).

The main goals that the country pursues in its energy policy are
as follows. (1) Romania wants to get cheap gas and get additional
financial resources for its budget by providing gas transit services.
(2) The country needs to increase its financial reserves, so it seeks
opportunities to use its available natural resources to lower energy
prices for the government. This can be achieved through the use of
public energy companies, which play a major role in the Romanian
energy sector (Paun, 2017). (3) The country wants to comply with
the EU recommendations on clean energy, but it needs external
financial resources for the development of green energy.

3.1.2. Bulgaria

The energy sector in Bulgaria is very similar to the Romanian one
with several important differences. While Romania relies primarily
on Russian gas, Bulgaria is trying to build its own energy system
because it has more financial resources (despite a lower GDP) and
a more stable political situation (proving that political stability is
the key to sustainable development). Bulgaria’s energy system

is much more depreciated than the Romanian one (Nitzov et al.,
2010) and mostly relies on coal. This leads to difficulties in meeting
the EU green energy requirements and conflicting relations with
the EU authorities (Ivanov, 2014). In this situation, the country
pursues the goal of renewing the nuclear energy system through
the construction of new nuclear power plants, believing that this
is the only option for the country to produce its own energy.

The main goals of the country are: (1) to reduce carbon dioxide
emissions to avoid further pressure from the EU; (2) to attract
partners for the construction of the Belene nuclear power plant
(companies from Russia, China and the United States have shown
interest in the project); (3) attracting investors in the field of green
energy and in the energy sector of the country as a whole.

3.1.3. Moldova

The energy market in Moldova is underdeveloped, the country
depends on energy imports from Ukraine and Russia for 98%
(Zadnipru, 2011). The energy generation facilities in the country
are represented by one power plant. The country is at serious risk
of energy shortages.

The main goals of the country are to provide its citizens with
cheap gas and to attract investments in the energy sector in order
to transform it and reduce risks.

3.1.4. Ukraine

The Ukrainian energy market today is practically unpredictable,
as the country is in a deep crisis. In fact, the Ukrainian economy
has not recovered from the crises of 2008 and 2012. An important
fact about the Ukrainian energy market is that it can provide 65%
of energy demand through domestic energy production (Kytaiev
et al., 2020). The country possesses quite significant oil reserves
and inherited Soviet nuclear technologies, so a significant part of
the country’s electricity is generated at nuclear power facilities.

The country received significant assistance from the International
Monetary Fund (IMF) and today, despite this, its economy
does not function normally. Consequently, the prolongation of
IMF assistance to the country is unlikely. The country tried to
develop green energy, but due to high buy-tariffs, the country’s
economy cannot withstand the extension of this regime, and in
2020 purchase tariffs were reduced, which reduced the country’s
potential in green energy.

As follows from the above, the main goals of the country are to
purchase cheap gas from European companies, since cooperation
with Gazprom is impossible in the current political situation, and
to get revenues from gas transit from Russia to Europe.

The overall analysis of energy demand trends is presented in
Figure 1.

The only country that has a growing demand for energy is
Moldova, but its market size is insignificant in order to generate
statistically significant trends. The overall decline in energy
demand in the European group of countries is controversial, since
the modernization of the energy market, primarily for a greener
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Figure 1: Demand for energy, TWh
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Source: Created by the authors, based on (Enerdata, 2020)

energy sector, is expensive, and the less developed EU economies
do not have sufficient financial resources for this. The authors
tend to predict a long-term decrease in energy consumption, but
with the plate at the end of the forecast period, which will require
significant financial resources to overcome.

The country pursues the following goals: (1) investment in the
green sector, (2) cheaper hydrocarbons, (3) prolongation of
sanctions against Russia, (4) further support from international
organizations.

At the same time, European countries may have a common goal of
reducing the Russian presence in the region, since the exogenous
energy demand variables of Romania, Ukraine and Moldova
include Russian energy supply. This leads to the conclusion that
Russian energy policy affects the domestic demand for energy
resources of these countries, including Ukraine, a transit country
with a significant amount of energy resources on its territory
(Sauvageot, 2020).

3.2. Asian Vector

While most European countries are net importers and consumers
of energy resources, the countries in Asia and the Middle East and
Russia are mainly exporters and suppliers of energy resources to
the region. In this regard, we should mention the Belt and Road
Initiative (BRI), which can bring significant benefits to regional
economies (van der Putten, 2017; Yellinek, 2020), but investments
within the BRI should be carefully assessed to avoid sinoization
and a significant Chinese presence in the region, as none of the
regional players are interested in the emergence of new big powers
in the Black Sea region.

3.2.1. Azerbaijan

Like Russia, Azerbaijan is one of the main exporters of oil and
gas in the region (Falkowski, 2018). Since the 1990s, the country
has overcome several waves of energy reforms, but even today,
almost 90% of the country’s exports are hydrocarbon exports. In
this regard, the country’s energy market is highly developed, with

a good infrastructure for oil and gas transportation and a large
volume of financial resources generated from this source. The
recent conflict over Nagorno-Karabakh, won by Azerbaijan (Hess,
2020), has proven that the country has high political potential
in the wider Black Sea region. Thanks to good relations with
the United States (Oztarsu, 2019; Yildirim, 2012) and the pro-
American countries of the Persian Gulf, the country has avoided
serious consequences of sanctions against one of its main partners,
Russia. A good economic situation (which largely depends on
changes in oil prices) and significant financial resources allow
the country to develop alternative energy (Vidadili et al., 2017).
As a result, the country’s energy balance is changing, and more
hydrocarbons are exported.

The main goals of the country in the Black Sea region are as
follows. (1) Establishing serious ties with oil and gas importing
countries such as Bulgaria, Moldova, Romania and Turkey.
(2) Maintaining low competition in the hydrocarbon markets in
order to obtain additional profit from the export of hydrocarbons.
(3) Reducing Russia’s share in the energy markets. (4) Partnership
with foreign companies in the field of green energy. Azerbaijan,
as a significant player in the region’s energy market, is expected
to achieve some of these goals.

3.2.2. Georgia

Georgia has a unique natural and energy potential that can be used
in the future to overcome the current deficit in the energy balance.
The country has a cheap energy production cost (Jishkariani, 2019;
World Experience for Georgia, 2008), but it does not use this
advantage, which may be explained by the conflict over Ossetia
that greatly influenced the Georgian economy. In this context,
the country’s economic recovery is closely related to external
financial resources, which can be acquired either with the help of
international organizations or through private investment in the
country’s economy. Another possible way is the development of
tourism, taking into account the abundance of tourist attractions
in the country.
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In this regard, the main goals of the country are: (1) a stable
political situation in the region; (2) investments in green energy;
(3) cheaper energy resources; (4) support from international investors.

The demand trends in the energy market of the studied countries
are shown in Figure 2.

Asian countries, unlike the European ones, without taking into
account the net energy balance (Azerbaijan is a net exporter, and
Georgia is a net importer) have a growing demand for energy. This
is a sign of economic growth and economic recovery.

3.3. Middle East Countries

3.3.1. Turkey

Turkey is one of the key energy consumers in the region due to
its high economic potential and rapid economic development
(Yilmaz-Bozkus, 2019). In this regard, the country needs
significant amounts of energy resources. The country pursues
a dual energy policy, since on the one hand, Turkey supports
European policy, and on the other, it needs Russian hydrocarbon
exports. Turkey also supports the diversification of hydrocarbon
imports as imports from Iran are discouraged for political reasons
(MacGillivray, 2020), due to the paradox of Turkish-Iranian
relations in the Syrian crisis, but imports from Azerbaijan and
other potential players in the regional market are welcome. In
addition, Turkey is a transit country pursuing a policy of increasing
revenues from gas transit. The construction of TurkStream has a
significant impact on the country’s economy and energy (Garding
et al., 2020). The country’s electric grid and power distribution
system is developed, the country seeks new sources of energy, but
is not forced to do so urgently either by economic circumstances
or by regulatory measures.

The goals that Turkey pursues in the region: (1) diversification
of energy exporters; (2) lower gas prices; (3) active construction
of new pipelines. These goals will allow Turkey to take a strong
position in the energy market and be a reliable partner in the
energy field.

3.3.2. Iran

Iran’s energy market is highly dependent on the position of
other countries regarding sanctions imposed against the country
(Chaziza, 2020; Sashi and Bhavish, 2019). Iran can produce

significant quantities of hydrocarbons and can export them, but
sanctions limit the country’s capabilities. Iran does not have access
to the Black Sea region, but its high energy potential requires its
inclusion in the wider Black Sea region.

The country’s main goal is to end the sanctions imposed on it.
Demand trends in the Middle East countries are shown in Figure 3.

Figure 3 illustrates the growing demand for energy in the Middle
East countries of the region. At the same time, Iran has the potential
to increase energy production and export. In this regard, domestic
demand, as in the case of Azerbaijan and Russia (which will be
proved below), cannot match the supply of energy exports.

3.4. Russia

Russia has the largest energy exports in the region and the most
ambitious goals in this area. First, Russia seeks new markets for
its hydrocarbons (Alekseev et al., 2019), especially in a situation
where the EU has adapted the plan for a greener future. The Black
Sea region provides significant opportunities for it, especially net
energy importers. Second, pipeline construction and competition
with Azerbaijan and Iran for oil and gas exports force the country
to develop more efficient production and transit strategies.
Another important factor is nuclear energy and the potential
for technology export. Export of nuclear energy technologies
also presents great opportunities for the country. The Black Sea
countries have a high demand for nuclear energy (Fedchenko and
Anthony, 2018; Pachiu and Scutaru, 2020), so Russia seeks new
contracts in this area.

The main goals of Russia in the Black Sea region are: (1) regional
dominance in the political, economic and cultural spheres;
(2) growth in energy exports and increase in energy prices for
hydrocarbons; (3) creation of nuclear power plants; (4) construction
of new pipelines to Europe; (5) peaceful and sustainable growth of
the region, since in the event of instability, the demand for energy
falls; (6) easing EU sanctions against Russian companies. All these
goals are equally important for the country, so its interests in the
Black Sea region are very high.

Figure 4 demonstrates that Russia, like the countries of Asia and
the Middle East, has a general upward trend in energy demand.

Figure 2: Demand trends of Azerbaijan and Georgia, TWh
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Figure 3: Demand trends of Iran and Turkey, TWh
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Figure 4: Russia’s energy demand, TWh
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In this regard, part of the energy produced in the country is sold
on the national market.

Industrial demand for energy in Russia is growing, so the demand
for energy in the country is growing, at the same time, energy
production, primarily hydrocarbon production, cannot match the
growth of the industry.

3.5. Goals Matrix and the Regional Groups Interaction
All the studied countries have their own goals in the region. To
prove the existence of institutional groups, the authors have built an
institutional matrix, which includes international institutions that
operate in the region, namely the EU, EBRD, BRI and BSTDB,
as well as third-party players — the United States and China.

Table 3 demonstrates that the main regional institutional
influencers are the EU and BRI, which have recently entered the
region (Weitz, 2020). Other institutional players do not receive
full support from major regional players. Another important
finding is that Russia and Iran have the same institutional matrix
as Azerbaijan and Turkey, which indicates the possibility of an
energy alliance between the four countries, or at least a partnership
between the two pairs (Russia and Iran are already economic
relations via free trade agreement [FTA] [Karami et al., 2019]).

Figure 5 shows the energy supply of the countries in the region.

The constantly growing energy supply and falling demand in the
European group of countries, along with the deep US interest in the
region, lead to competition in the energy market between energy
producers (the United States among them in recent years (Levy,

2012; Sarica and Tyner, 2016)). The result of this competition
was the Third Energy Package (Konoplyanik, 2011), difficulties
with South Stream (Bros, 2015; Franza, 2015), numerous conflicts
between Russia and Ukraine over gas transportation, etc. The
United States as a new player in the regional market is interested
in instability on it, therefore, it will stimulate regional tension.
The energy sector may become one of the most promising in the
US foreign policy in the region.

Taking into account the results obtained, BSTDB tools can be
excluded from the analysis due to the low role of the institution
in the conglomerate of goals of the regional players.

4. DISCUSSION

It follows from the above results that there is no joint cooperation
strategy for all economies of the region. The results in Table 1
and their comparison with Table 3 lead to the conclusion that all
the regional groups, except for the European one, do not act as a
single whole, moreover, the countries tend to form alliances with
groups from other regional blocs, so there is no synergy that can
be obtained from cultural unity.

The strategies that the countries pursue in the region are rather
chaotic. The authors have figured out the main cooperation
strategies for the main blocs of power in the region.

4.1. Russia + Iran
These two countries have the same goals in the region, which can
be achieved by the following:
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Table 3: The matrix of regional goals

Russia High NI* NI I* I 1 NI Surplus
Iran High NI NI I I I NI Surplus
Azerbaijan High I NI NI I I NI Surplus
Turkey Low I NI NI I I NI Deficit
Bulgaria Low 1 I NI I 1 I Deficit
Romania  Low I I NI I I 1 Deficit
Ukraine Low I I NI NI I 1 Deficit
Moldova  Low I I NI NI I I Deficit
EU Low I I NI NI I 1 Deficit
Georgia Low I I NI NI I 1 Deficit
BSTDB Low I I NI NI I NI -
EBRD Low I I NI NI I I -
BRI Low I I I I I NI -
China Low 1 I 1 I 1 NI Deficit
The US High NI I I NI NI 1 Surplus
*1: Interested, NI: Not interested
Figure 5: Energy supply, Mtoe
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e To raise prices, the two countries should actively participate Stream, TurkStream and TANAP architectures could reduce

in OPEC + initiatives (Pierru et al., 2018; Quint and Venditti,
2020) to reduce oil production. In addition, they should
cooperate in energy transit (by diversifying the pipeline
system in the region) and should remove Azerbaijan from
the regional market, for example, provoking conflicts with
its participation and dumping oil and gas prices. (Azerbaijan
has high operating costs for oil wells [CESD, 2018]).

The countries should sell oil and gas at lower prices in order
to form the perception of “green energy” as expensive in the
EU members of the region.

The countries could promote the use of nuclear energy through
BSTDB, if it worked efficiently.

The countries could develop joint approaches to nuclear
energy; however, cooperation with Iran in this area is risky,
so Russia offers its assistance in the construction of nuclear
power plants in Romania and Bulgaria (Larson, 2020).

Both countries are interested in diversifying the infrastructure
of regional pipelines. Shared and easier access to Blue

International Journal of Energy Econom

countries’ midstream costs. The revival of the Nabucco
project could activate Middle East exports, therefore,
increase competition in the region, hence the current state
is satisfactory for both countries. The more diverse pipeline
architecture along the Brotherhood and Soyuz pipelines will
benefit Russia.

Like all other regional players, the countries should maintain
stability in the region, avoiding conflicts. But in the post-
Crimean crisis, stability in the region has been undermined,
just like after the conflict over Nagorno-Karabakh in 2020.
The only option is to accept the situation as it is and resolve
these issues through international dialogue.

Economic sanctions were introduced against both Russia and
Iran. In this regard, economic cooperation through the FTA
is the best option. The format should be transformed into a
permanent one and should be expanded through a deeper
partnership between the Eurasian Economic Union (EAEU)
and Iran (Adarov and Ghodsi, 2020).
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4.2. EU Countries + Ukraine + Moldova + Georgia +

EU + EBRD

e Due to the deficit in the energy balance, these countries and
institutions have to buy energy. To cut costs, these countries
need to stimulate diversification of supplies, namely to
make exceptions from the Third Energy Package for smaller
exporters of hydrocarbons, such as Azerbaijan, and to lift
sanctions on Iran. The initial sanctions imposed on Iran were
initiated by the US, so EU countries only support the US in this
measure. On the other hand, imports of shale hydrocarbons
from the United States are a new way to diversify energy
imports and create competition.

e Green energy is another opportunity for European countries
and institutions to reduce energy costs (Guliev et al., 2020).
To promote its development, they need to provide financial
support to the less developed countries of the Union and the
Black Sea region.

e Seeking financing for green energy requires methods of
subsidizing. The authors propose a scheme to involve the
EBRD in the process through the issuance of green bonds.

e Nuclear energy is practically banned in Europe, so no new
measures are required.

e  Transit countries such as Romania and Bulgaria are interested
in building new pipelines, while other EU countries (except
Germany) have interest in Nord Stream 2 (Loskot-Strachota,
2016; Sziklai et al., 2019) and do not see any profit from
their construction. A general reluctance to invest in pipelines
means that no new measures are needed. The transit countries
do not have sufficient resources and political power to force
pipeline construction, so they must create the best conditions
for hydrocarbon exporters to encourage them to build pipelines
on their territory.

e The countries are very interested in stability in the region,
in this regard, military partnership with the United States
(including NATO) does not correspond to their interests.
The partnership format in a situation where the Warsaw Pact
Organization does not fulfill its functions, the modern NATO
format is an overkill.

e The ongoing sanctions against Russia should not be stricter,
but the current regime helps the countries restrict Russian
hydrocarbon exports in another way.

4.3. China + BRI

e Cheap energy for China is primarily provided by Russia, but
in the context of creating BRI corridors across the Black Sea
region (Guo and Fidan, 2018), it is important to build energy
infrastructure in Central Asia. China has to invest more in
the development of green energy in the region, in addition to
this, it should stimulate the extension of the Trans-Caspian
pipeline to the countries of Central Asia.

e Major financial resources should be provided under the BRI,
primarily to the Central Asian countries; however, Georgia,
Moldova, Romania and Bulgaria are potential partners of the
BRI initiative in the energy sector. This will increase China’s
prestige in the political arena and stimulate the development
of their energy sector, which will lead to a monopsony effect
— China will be the only major market for Russian oil and gas,
forcing the latter to agree to China-dictated prices.
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e China should promote its nuclear technology in Asia and
Africa to make it more attractive in Europe. Building nuclear
power plants in India and other politically stable countries is
the best way to do this.

e New pipelines in Central Asia should be financed by China
through the BRI.

e Regional instability will negatively affect the BRI, therefore,
China should seek to resolve conflicts in peaceful formats,
supporting Russia in this area.

e China can do little to lift sanctions, but only actively trade
with Russia, becoming its main partner and strengthening its
political power through such an alliance.

4.4. The US

e The US is an exporter of shale hydrocarbons (Jirusek and
Vlicek, 2017), in this regard, the development of green energy
should be reduced by promoting shale gas. Today, dumping
prices should be introduced for it and the construction of
terminals should be financed.

e Financial support should be provided to countries that adhere
to shale oil and gas exported from the United States, as well
as those, which develop nuclear power based on US nuclear
technology. These instruments are the IMF credits (the US
has the biggest share of votes in the World Bank Group).

e The transportation of shale hydrocarbons by sea is in the
interests of the United States, so new sea terminals in Europe
are built and the rejection of shale hydrocarbons will be very
expensive for European countries.

e Regional instability in the Black Sea region will allow the
United States to export more shale hydrocarbons and conquer
the European energy market. In addition, Russia’s power will
be significantly undermined, and China will have to limit its
ambitions to penetrate the BRI into Europe and Central Asia,
two important regions for US policy (Rumer et al., 2016).
To ensure this, the United States may support the Russian-
Ukrainian conflict and stimulate new conflicts and political
instability through soft power and hidden tools (DeVine, 2019;
Uram, 2005).

e Sanctions serve the same reasons, namely, reducing the
potential of oil and gas exporters and gaining their share in
the energy market. Another reason is to increase pressure on
Russia and Iran and win them economically.

5. CONCLUSION

The Black Sea region provides numerous opportunities for energy
transit, but it includes countries and institutions with conflicting
interests. The results obtained in the article confirm the following
trends in the development of regional blocs headed by the major
players: the EU countries will develop green energy, looking for
new financial resources, and a cheaper option of hydrocarbons from
Russia and Iran will be gradually replaced by US shale gas; Russia
will seek the presumption of its position in the European energy
market and build new pipelines, form an alliance with Iran and act
together in the energy market. China will promote green energy
through the BRI, while the US pursues its own goals and is highly
likely to destabilize the Black Sea region. New interstate alliances
are highly likely, especially between hydrocarbon exporters.
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The assumption about the existence of a single strategy most
suitable for all countries of the Black Sea region turned out to
be false, since the countries form blocs and interest groups in the
region and these interests are contradictory, with the exception
of one and only common one — stability in the Black Sea region.

The hypothesis of the institutional principle of the distribution
of countries by interests also proved to be false, as the countries
from different regions share the same interests, the only region,
where the hypothesis proved to be correct is the European group
of countries.

The new energy trends apply not only to the Black Sea region, but
also to a wider group of countries. The overall growing demand
for green energy and falling energy consumption in European
economies, along with the emergence of technologies that
allow to extract more hydrocarbons in a shorter period of time,
inevitably lead to increased competition in the energy market and
the formation of monopsony in regional energy markets. This will
lead to lower prices for hydrocarbons.
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