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It first began production and industrial processing of oil
At the initiative of D.I. Mendeleev in 1897-1907 has been built the largest at the time 
product pipeline Baku-Batumi (length 883 km)
By 1917, 75% of the sale of petroleum products has been concentrated in the hands of 
foreign firms
The largest manufacturers in the Russian oil business were Nobel and Rothschild
In 1920 the Red Army occupied Baku and expelled all foreign participants

I.M. Gubkin: "For Nobel discovery of new oil areas would be undesirable because it 
would reduce oil prices, hence reducing its fabulous profits“
In the period from 1933 to 1934 railway was built from the village Ishimbaevo to Ufa 
(length 177 km)
In Ufa in 1935 began building the country's largest refinery. (Today is the Ufa Oil 
Refinery, part of a group of Bashkir refineries)

Create in Western Siberia, the country's largest base of oil industry in 1975 to bring the oil to 
at least 120-125 million tones.
Directives of the XXIV Congress of the CPSU.
During 1966-1970, production was increased from 1 to 31.4 million tons, in 1971 produced 
about 45 million tons. In 1972 the West Siberian oil production increased by nearly 18 
million tons in 1973 - 24 million tons
Such rapid growth in production has led to flooding of many fields in Western Siberia

1940

Organized in 1933 Glavgaz with the assistance of I.M. Gubkin, B.A. Mozharovsky and V.M. 
Senkzhova opened the first major natural gas fields. In 1942, gas was used as a fuel in the 
Saratov plant.
Natural gas production reached 3.4 b.c. m. per year.

1948

UkrGaz was organized in 1948. It was an active gas production at gas fields of Dashava and  
Opara

From 1950 to 1958 continued to develop the gas industry in Ukraine, the Krasnodar Territory 
and the Tyumen region
Western Siberia became the center of gas production. Gas production reached 10.4 billion 
cubic meters. There has been an active expansion of the gas pipeline system
The gas industry is part of the USSR Minnefteprom
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From 1956 to 1991 was characterized by high rates of construction of infrastructure, as well 
as the beginning of mass gasification of the USSR
In 1967, Russia's year of Russian gas began to flow into Czechoslovakia in 1968 in the rest of 
Western Europe



Soviet and Russian oil and petroleum products exports growth



Soviet and Russian gas export growth
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Energy resources are now providing the major part of the Russian 

export 
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The role of oil and gas for the Russian Federal budget  is huge

Oil and gas taxes and duties in the Federal budget
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Main part of the Russian conventional oil is concentrated 

in the depleting Soviet-time fields

* According to the Energy Strategy-2030 and Social-Economical 

Development Forecast Up To 2030

Source: ERI RAS.

Structure of the Russian oil production
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…which, however, are not competitive under the current tax regime: 

higher production estimates are justified by the vast resource base, 

but require completely different taxation system

Sources: CDU TEK, LUKOIL.

Mln t Forecast for the liquid hydrocarbon production in Russia
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The normal Mineral Extraction Tax and export tax require much lower 

breakeven costs, then all sources of new supply have;

the Government is not ready to change the system for profit-based 

taxation, therefore all the exemptions are currently adjusted in the 

manual regime
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Unconventional oil and Artic: huge potential, but high costs and of 

technological challenges make these projects marginal under the 

current taxation; they will become visible only post 2020

Arctic production volume forecast
Mln. t

Unconventional oil reserves

Sources: Energy Ministry, LUKOIL.
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Russia has a huge potential for Enhanced Oil Recovery: best 

practices could provide additional 4 bln t without the need to build 

new infrastructure, but adjustments of the tax regime are necessary

Sources: Energy Ministry, LUKOIL.

Potential for increasing ORF in Russia

11



Anyway Russian oil exports will decrease, with fast decline in the 

western-oriented supplies and increasing focus on the East

Structure of the Russian crude exports
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Gas is dominating Russian primary energy demand
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2012 2020 ∆

AGR

2012-

2020

Total consumption 428 468 40 1,12%

Power generation 188 201 14 0,88%

Centralized heating 72 64 -7 -1,36%

Industry and 
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79 94 15 2,17%
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Russian gas demand by sector until 2020 (optimistic scenario)
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Though during the last years due to the weak economic performance 

demand is stagnating enforcing competition between major players

Sources: Rosstat, ERI RAS.

14



Independents are improving their positions on the domestic market, 
though complete market liberalization and Gazprom`s ownership 
unbundling are not currently under discussion 

Russian gas production structure

Sources: CDU TEK, ERI RAS

* Other producers include PSA and APG

bcm
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Russian natural gas exports

The main increase in gas exports will be to the East

Source: ERI RAS.



There are 7 Russian LNG projects under consideration currently,
but all of them face commercial, technical and regulatory challenges

LNG export permissions might be approved only for special cases and only under very strict 

control of the State. Due to the limited volumes and long lead time these LNG projects will not 

significantly affect Russian and global balance during this decade. In the longer term Russian 

LNG export could reach up to 50-70 bcma.

Baltic LNG

Gazprom
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In the long term the role of oil will reduce, while the role of gas will 

increase considerably

Russian oil and gas production and export outlook
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Russian coal consumption and export
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Gas remains the backbone of Russia’s power sector, but nuclear 

power & renewables expand more rapidly

Electricity generation by fuel in Russia
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Russian nuclear and renewables output

The contribution of nuclear power and renewables is projected to increase steadily, with 

their share in Russia’s primary energy supply rising from 10% in 2009 to 15% in 2035.
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A modestly greener energy future

The contribution of non-hydro renewables increases as support mechanisms are put in place 

and technology costs fall, but remains small relative to other fuels and to the large potential

Share of renewables (excluding large hydropower) in power generation in Russia
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An expanded role for nuclear power

Russia’s nuclear capacity increases to 37 GW in 2035, but growth is held back by 

high capital costs, financial resource constraints and lengthy commissioning periods.

Russian installed nuclear capacity & share of electricity generation
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Russia has huge potential to use energy more efficiently: energy 

consumption could be decreased by 30%; There is much real 

concern for improving efficiency in government plans, but…

Primary energy savings potential in Russia 

based on comparable OECD efficiencies, 2008
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Gas and electricity prices growth rates and rates of energy and electricity intensity reduction

…it is not working, moreover even higher prices do not lead to 

stronger energy saving due to administrative barriers, high cost of 

the capital and overall investment climate
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Sources: Rosstat, ERI RAS
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Investment needs of the Russian energy sector
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