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GAS PRODUCTION

Gas Industry in Russia: International
Standing, Organizational and

Regional Structure

la3o0Baf npombilwneHHocTb Poccun:
MeXAYHapoAHble NO3ULUM,

opraHu3auuoHHas
CTPYKTYpa

Korzhubaev A.G., Sokolova I.A., Eder L.V.

e gas industry is one of the largest elements of the
Russian economy and the global energy supply net-
work. Russia ranks first in the world in natural gas pro-

duction, reserves and resources, providing over 21 percent of
global production levels (Table 1, Fig. 1) and about 25 percent
of all international shipments. In 2010, gross production of
natural and associated gas in Russia increased to 665.5 billion
cubic meters, including about 650 billion cubic meters of the
effective volume, together with commercial gas, gas for tech-
nological needs and for injection and almost 16 billion cubic
meters of gas flares.

In 2010-2011, the global economic recovery resulted in
rising global demand for energy carriers, including natural gas.
Rising oil prices led to a general increase in the cost of energy
resources, including gas. The existing trend of natural gas
production and consumption growth outran that of oil con-
tinued, with the cost of gas energy unit still being significantly
underrated (Fig. 2).

The demand for natural gas, coal and oil gained extra
impetus from the major accident at Fukushima nuclear power
plant in Japan in March 2011, which resulted in retirement
of this nuclear generating asset and reduction of nuclear
energy production. Combined with traditionally large reserve

N perMoHanbHas

A.T. Kopxybaes, 11.A. Cokonosa, J1.B. 3aep

30Basi IPOMBINUIEHHOCTDb — KPYITHEHIIUK 3JJEMEHT pOC-

CHICKOI 3KOHOMHMKHM W MHPOBOI CHCTEMBI 3HEProode-

criedeHust. Poccusi 3aHUMAeT IIEPBOE MECTO B MHPE 10
06BIUE, 3a11ACAM U PECypcaM ra3a, oGecreyuBaeT Cabiuie 21%
€ro MHUpPOBOTO TPOU3BOACTBA (Ta6/. 1, puc. 1) u okono 25%
BCEX MEKIYHAPOAHBIX IIOCTABOK. B 2010 rojy Basosas 106644
MPUPOJHOTO U HOIYTHOI'O He(PTAHOTO raza B Poccuu BO3poc-
n1a 10 665,5 mapa M3, u3 HUX (PPEKTUBHBIN 00bEM, BKI0Ya
TOBAPHBII a3, TEXHOJTOTHYECKUE HYK/bl M 3aKAYKy B IUIACT,
COCTAaBWJI OKOJIO 650 WiIpj M3, COXOKEHO B (paKerax — HOYTH
16 mIpa M3.

B 2010-2011 rojax, BCJEACTBHE OKUBJICHHS MHUPOBOH
3KOHOMHMKH, CIIPOC HA SHEPIrOHOCUTE/IH B MUPE, B TOM YHCIE
HA Ta3 CTAJ BO3PACTaTh. B YCIOBHAX IOBBIIIEHUsT HEPTIHBIX
LIEH IIPOUCXO/IMIO OOIIIee YBETHYEHUE CTOMMOCTH SHEPIeTH-
YECKUX PeCypCoB, BKIIOYas rasd. IIpojo/LKHIach TEHICHIHA
OIEPEXKAIONIEIO POCTA JOOBIYH U MOTPEOACHNUS Ia32 110 CPas-
HEHMIO C HE(THIO, IIPH 3TOM CTOUMOCTD SHEPreTUYECKOH ¢/TH-
HUIIBI I'432 TIOKA OCTAETCSL CYIECTBEHHO 3aHMKEHHOM (puc. 2).

JOMOMHUTETBHBIM (DAKTOPOM YBETUYEHHUS CTIPOCA HA Ia3,
YIob ¥ Ma3yT Craja KpynHas asapus Ha ADC ®ykycuma B
Sfinonuu B Mapre 2011 roga, B pe3yabTaTe KOTOPO IPOHU3O0LI-
JIO BBIOBITHE MOIIHOCTEH SIAEPHOM I'€HEPAIUN U COKPAICHHE
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@ Table 1. Commercial gas production, Russia and the world, 1970-2010
@ Ta6n. 1. [lo6b14a ToBapHoro raza B Poccuu u mupe B 1970-2010 roaax

gggﬁ gkli? Russia / Poccus
World total, . Gas prices on the European
Year bilion cubie . .| share of the | total, billion | share of the 3\2’1\1;5;;‘; %Ilt:g;:;b marked, 5/ 000:cu, m
loa ngn:t::;s]w billion cubic global, % cubic’ meters | global, % . . share in Ha eB L(l,en:l:;:cﬁ,\rn%bm'(e
» | meters billion cubic , P PIHKS;
MApA M3 - [0NA B MUpe,| BCEro, MAp4 | Aons B MuUpe, mlan Russia, % $/Tbic. M3
% me % [ons B
Ll Poccun, %

1970 1021 198 19,4 83 8,1 3 3,2 6,2

1980 1456 435 29,9 254 17,4 140 55,3 56,1

1985 1676 643 38,4 462 27,6 389 84,2 151,9

1990 2000 815 40,8 641 32,1 574 89,6 99,1

1995 2141 707 33 595 27,8 545 91,5 85,4

2000 2436 710 29,1 584 24 533 91,3 103,2

2001 2493 712 28,6 581 23,3 532 91,6 130,7

2002 2531 728 28,8 595 23,5 545 91,5 115,3

2003 2617 761 29,1 620 237 574 92,6 145

2004 2694 784 29,1 634 23,5 590 93,1 154,1

2005 2778 799 28,8 641 23,1 594 92,7 209,8

2006 2876 820 28,5 656 22,8 604 92,1 280,3

2007 2945 833 28,3 653 22,2 611 93,6 286,5

2008 3066 857 28 665 21,7 610 91,7 4127

2009 3045 789 25,9 582 19,1 517 88,7 304,3

2010 3060 861 28,1 650 21,2 575 88,5 308,5

margin in all types of power generation, Japan’s reduction of
nuclear energy production forced the country to buy signifi-
cantly larger volumes of LNG and petroleum products for its
thermal power plants.

On the backdrop of rising energy demand in 2010,
natural gas production in the CIS countries has also risen.

@ Fig. 1. Russia’s natural gas production and global gas prices, 1897-2011.

@ Puc. 1. lo6biya rasa B Poccun  MHPOBbIE LiEHbl
Ha ra3 B 1897-2011 ropax.

BBIPaOGOTKY ATOMHOH 3HEPIUHU. B yC/IOBUAX TPaTHIITMOHHOIO
3HAYUTETHHOTO PE3EPBa MOUHOCTEH IO BCEM BHJAM dJIEKTPO-
reHepanyy Py CHIDKEHUH IPOU3BOJCTBA ATOMHOM 9HEPIUU
SINOHMA 3HAYMTENBHO yBenuyrmia 3akynku CIII' u Hedrenpo-

nykroB 1y TOC.

Ha ¢one pocra cpoca Ha 3HeproHocurenu B 2010 roxy
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MMPOM3ONLIO YBEJIMYEHHE AOOBIYH ra3a B
crpanax CHI, B pesyibTaTe 4ero AOJIA
ConpyecTBa B MHPOBOM IIPEJIOXKE-
HUU npeBbicuIa 28%. JoOblya rasa B
KazaxcraHe yBenu4dmnach ¢ 32 po 37
mwiapx M3, B Azepbatimkane — ¢ 14,8
g0 16 muipg m3, Ha YkpauHe — ¢ 19
no 21 miapn m3, B TypKMEHHCTaHE —
c 644 no 75,1 mupam3. B pesynbra-
T€ MCYEpIaHus ChIPhEBOH 6a3bl IIPO-
JIOJDKWJIOCHh CHIDKEHHE JOOBIYH Ia3a B
V36ekucTaHe.

B wmesom, go6wrya raza B CHT
cocraswia B 2010 rogy 861 mupa M3,
YTO SAB/IAETCS PEKOPJHBIM IIOKA3aTE/IEM
32 BCIO HMCTOPHIO Pa3BUTHA I'a30BOM
MMPOMBIIVIEHHOCTH Ha 3TOW TEPPUTO-
puu. B nHayane 1990-x rogos JOOBIYa
rasza B CCCP npessimana 800 miapa m3.
Torga 310 cocraBasino Oonee 40%
BCENl MHPOBOM JOOBIYHM, IIPH ITOM B
Poccuiickon @eaepanuyl A0OBIBAIOCH
641-643 mupg M3 raza B rog (6onee
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As a result, CIS share of the global gas @ Fig. 2. Global oil and gas consumption and prices, TOE, 1980-2010.

supply topped 28 percent. Gas produc-
tion in Kazakhstan increased from 32
to 37 billion cubic meters, in Azerbaijan
- from 14.8 to 16 billion cubic meters,
in Ukraine - from 19 to 21 billion cubic
meters, in Turkmenistan - from 64.4
to 75.1 billion cubic meters. As a result
of deposit depletion, gas production in
Uzbekistan continued to decline.

In 2010, the CIS region produced
861 billion cubic meters of natural gas,
arecord level in the history of gas indus-
try in the area. In the early 1990s, the
USSR was producing over 800 bcm of
natural gas. At the time this amounted
to over 40 percent of the world produc-
tion. Out of this, the Russian Federation
produced 641-643 billion cubic meters
a year (more than 32 percent of global
production), including over 580 billion
cubic meters in West Siberia.

Over the past two decades, there
has been a sustained reduction of

4,5

Motpebnenne HedTM W rasa, Mipg T H.3

Oil&gas consumption, bcm

0,0

@ Puc. 2. MoTpe6nenue u ueHbl Ha HehTb U ra3 B NEPEcHETe Ha
HedhTaHoi 3kBuBaneHT B mupe B 1980-2010 roael.
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Russia’s share in global gas production, indicating slower
development of the Russian gas industry compared to other

gas-producing countries (Fig. 3).

After the global financial crisis trimmed demand and
prices for energy carriers in 2008-2009, Russia’s 2010-2011
growth of gas production was conditioned mainly on the
recovery of the domestic market; such market environment
was more beneficial for independent producers who are

focused on direct sales to the domestic customers.

Regional Structure of Russia’'s Gas Production

Almost 90 percent of Russia’s natural gas production is
focused in the West Siberian oil and gas province (Table 2),
primarily in the Yamal-Nenets Autonomous District (over
80 percent). The largest gas producing regions of European
Russia accounts for some 7 percent of national produc-
tion. The largest producing regions are Orenburg Region

(the Volga-Ural oil and gas province), Astrakhan
Region (Caspian OGP) and the Komi Republic
(Timano-Pechora OGP). In recent years, the devel-
opment of Okhotsk province has been started.

The Organizational Structure of Gas
Production in Russia.

In organizational terms, the gas production
in Russia involves four major groups of producers
(Fig. 4):
® Companies of the Gazprom Group is the
world’s largest gas concern, owner of Russia’s uni-
fied gas supply system (UGSS) and the monopoly
gas exporter;
® Independent gas producers (NOVATIEK,
Sibneftegaz, etc.);
® Vertically integrated and independent oil
companies (Rosneft, LUKOIL, Surgutneftegaz,
TNK-BP, etc.)
® PSA operators.

Gazprom, the largest gas producer in Russia
and worldwide, produced 513.9 billion cubic

3200
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[lo6biua rasa, mnpa Ky6. m

0 —

Ha npoTspKeHHH JBYX INOCTAETHUX AECATUICTHH IPOHUC-
XOAUT YCTOMYHUBOE COKpAIEHHE [OJH Poccuu B MHUPOBOH
JOOBIUE Ta3a, YTO YKA3BIBAET Ha 60jiee MEIJICHHOE Pa3BUTHE
POCCUICKO Ta30BOi OTPAC/IH, YEM B JPYTUX ra3000bIBai0-
mUX cTpaHax (puc. 3).

ITocne rno6anpHOro (PUHAHCOBO-9KOHOMHYECKOI'O KpH-
31Ca, BBI3BABIIEIO CHIDKEHHE CIIPOCA M LIEH Ha 3HEPIOHO-
cutrenru B 2008-2009 rogax, poct moObiuu rasa B Poccuu B
2010-2011 rogy 6bUl OOecIed4eH, B OCHOBHOM, 32 CYET BOC-
CTAHOBJIEHUS BHYTPEHHETO PBIHKA, YTO ObUIO 60Jee BBIFOJHO
HE32BHCHUMBIM IIPOU3BOJUTE/IAM, OPUEHTUPOBAHHBIM Ha IIPA-
MbI€ ITOCTABKH KJIMEHTAM B CTPAHE.

PervoHansHas cTpykTypa gobbium raga B Poccm
IMouTu Ha 90% O6IIEPOCCUMCKOM JOOBIYH Ia3a COCPEOTO-
yeHo B 3anaguon Cubupwu (3anmagHocubupckas HI'TI) (Tadmn. 2),
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@ Fig. 3. Natural gas production, Russia and the world, 1897-2011.
@ Puc. 3. lo6biva raza B Poccuu n B mupe B 1897-2011 ropax.
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@ Table 2. Natural gas production in Russia, 2009-2010, regionalized (including associated gas flares)
@ Tabn. 2. [lo6bi4a raza 8 Poccuu B 2009-2010 rofgax no pervosam (c yyetom cxuranus MHI B thakenax)

( AOBbIYA FA3A

2009 2010
Production Center, Region / Year — - = -
LleHTp 206bi4u, cy6bekT PO / Tog billion cubic meters o billion cubic meters %
MApa M3 Mnpa mé
European Russia / EBponeickas 4actb 45,0 7,5 45,0 6,8
Western Siberia / 3anagHas Cubupb 526,4 88,2 587,0 88,2
Eastern Siberia / Bocto4Has Cuéupb 6,4 11 9,6 1,4
Far East / JanbHuit BocTok 18,8 3.1 23,9 3,6
Total / Bcero 596,6 99,9 665,5 100,0
@ Fig. 4. Russia’s natural gas production, by producer, 1999 700 O Gazprom
2000. Group
® Puc. 4. [lo6bi4a rasa 8 Poccun 8 1999-2000 rogax no 600 - rpynna
- laznpom
rpynnam npou3BOoAUTENER.
s _
meters in 2010 (Fig. 5). Out of oil companies, the largest g e B PSA
“gas producers” are LUKOIL, Rosneft, Surgutneftegaz,and § % operators
TNK-BP. Key independent gas producers are NOVATEK = g‘ 400 ggﬁpampb'
and Sibneftegaz. Over the past 10 years, the share of the % <
Gazprom Group in Russia’s gas production in Russia fell 3 E 300 @ oil
from 91.5 to 77.2 percent (Fig. 6), which is due to imple- £ Z companies
mentation of gas-producing projects by independent % '8 Hedramse
" » . . . O = 200 A KOMMaHum
gas producers and oil companies, the increase in associ-
ated gas production on the background of oil production @ Independent
growth, gas production growth in PSA projects, and the 100 4 producers
declining position on international gas markets. Hesasucumbie
For the better development of the gas industry, the 0 fpovssaguteni
following is required: a proactive investment policy for § § S § 3 é g § S § § g
major regional projects; modernization of facilities; = S BN N NN N o N o
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Gas production, bcm
[lobblua rasa, mnpg, Ky6. M

@ Fig. 5. Gas production by producer and concentration of production in Russia’s gas
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industry, 2010.

@ Puc. 5. [lo6biya raza no KOMNaHUAM W KOHLEHTPaLUA NPOM3BOACTBA

B razopo6biBatoLel npombiunenHocT B Poccuu B 2010 roay.

infrastructure development; formation of procedures for

non-

discriminatory access of all gas producers to the UGSS;

liberalization of export strategy.

As the LNG market develops, it will increasingly

resemble the oil market, while the price of the gas energy

unit,

which in recent years lingered at 40-60 percent of the

oil energy unit, will be closing in on the price of petroleum
products.

Russia, with its largest in the world gas resources and

reserves, is interested in coordinating marketing policies

with
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major producers and consumers of natural gas.
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[ Russia’s total
Poccus B uenom production, %

[ons rpynnbi Fasnpom B pobbiue
[ Gazprom Group rasa Poccum , %
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@  Share of Gazprom Group in Russia’s gas

(<HOBAT3K», «Cubnedreras» u ap.);

® BEpPTHKAJIbHO-UHTEIPUPOBAHHBIMH "
HE3aBUCUMBIMH HE(MTAHBIMH KOMIIAHUAMH
(<PocHedTh>, <JIYKOWUJD», «Cypryrnedreras,
THK-BP u 1p.);

® oneparopamu CPIL

KpynHeiuui Npou3BOJUTENb Ia3a B POCCHHM M B MUPE ~
KOHIIEPH «['a311poM», 106bIYa KOTOPOTro, cocTaBmia B 2010 rogy
513,9 mupa M3 (puc. 5). U3 HeTAHBIX KOMITAHME HAaNOOIbIINI
06beM 106b1uH ra3a npuxoputca Ha <JIYKOWI», «PocHedTh,
«CypryrHedrerasz», THK-BP. OcHOBHBIE HE3aBHCHMBIC IPO-
u3Bogurenu raza — «<HOBATOK» u «Cubnedreras». Ha npors-
seHHUH rocaenHux 10 et gons pynmsl «[a3npom» B o6beMe
n06bI19M ra3a B Poccnu camsmiacs ¢ 91,5 10 77,2% (puc. 6), 4To
CBSI3aHO C TAKUMM (PAKTOPAMH, KAaK: PEATU3AIUA ra3000bl-
BAIONIUX [POEKTOB HE3aBUCHMBIMH I'a30BBIMU M HE(DTIHBIMU
KOMITAHUSAMY, YBEJIUYEHHE JOOBIYH IOIYTHOTO HEPTAHOIO
raza B YCJIOBHAX POCTa AOOBIYM HE(MTH, POCT NOOBIYM ra3a B
9]S):;IMKax CPII pOEKTOB, YXyJIIEHHE MMO3ULINIA HAa MEKITYHAapO/-

HBIX PbIHKAX Ia3a.

Ilia mossimieHUs 3(h@EKTUBHOCTH Pa3BUTUA
ra3oBOM OTPACIH HEOOXOJUMA AKTHUBU3ALIMA HHBE-
CTULIMOHHOM IMOJIMTUKHA B YaCTH PEATH3ALMU KPYI-
HBIX PErMOHAJIBHBIX IIPOEKTOB, MOJACPHU3ALIMA TEX-
HOJIOTUYECKUX CHCTEM, Pa3BUTHE MH(PACTPYKTYPH,
¢opmupoBaHHE IPOUEAYP HEIUCKUMHHAITMOHHOIO
J0CTyIa BCeX nmpouspoauTeet rasa Kk ECI, nubepanu-
3aIHUA SKCIIOPTHOM ITOJIMTHKH.

IIo mepe passButusa nocrtaBok CIIT' ra3oBsii
PBIHOK BCe B GOJIbIIEH CTENIEHH GyAeT IpuoOpeTars
xapakrep HedTIHOIO, 4 IIEHA SHEPTeTHIECKON €/H-
HUIBI 1432, B IIOCJEJHUE IO/ibl HAXOAAIIAACA B JUa-
naszoHe 40-60% OT SHEPreTHYECKOH €JMHHUIIBI HedTH,
Gyzer COMDKATHCA C LIEHOM HE(PTENPOIYKTOB.

Poccus, pacmosaraiomas CaMbIMU KPYITHBIMH
pecypcamMu U 3a11acaMu ra3a B MUpe, 3aMHTEPECOBaHa
B KOOPAMHAIIUU COBITOBOM IOJUTHKU C KPYITHEHIIH-
MU [IPOU3BOAUTEISIMH U MOTPEGUTE/IIMU ra3a.

Gazprom Group share, %
Dons Mpynnbl Ma3npom, %
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@ Fig. 6. The role of Gazprom Group in Russia’s gas produc-
tion in 2010.
@ Puc. 6. Ponb Ipynnbi «fasnpom» B po6blye rasa B Poccun
B 2010 ropy.
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