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Russia

OVERVIEW 

Russia is a major producer and exporter of oil and natu-

ral gas, and its economy largely depends on energy exports. 

Energy exports account for more than 50 per cent of federal  

budget revenue.

Russia produced 20.5 million boe/d in 2016, including 

11.13 million barrels of oil per day and around 55.5 bcf/d of  

natural gas production.

Russia is the world’s largest oil producer. Russia is depen-

dent on Europe as a market for its oil and natural gas and the  

revenue those exports generate. In 2014, more than 70 per cent 

of Russia’s crude exports and almost 90 per cent of Russia’s 

natural gas exports went to Europe.

According to Global Affairs Canada, Russia ranks 30th glob-

ally as a destination for Canadian direct investment abroad.

Gazprom, a state-owned company, dominates Russia’s  

upstream natural gas sector. In terms of the oil sector,  

Russia’s market is largely in the hands of domestic firms.

Sanctions and low commodity prices have reduced foreign 

investment in Russia’s upstream sector.

The Russian state is the sole owner of mineral rights, sell-

ing rights to access resources. Restrictions exist over the 

ability of foreign investors to acquire control over Russian 

oil and gas companies developing deposits that the Russian  

government deems as strategic (recoverable oil reserves of 

70 million tonnes or 50 billion cubic metres of gas reserves).

Sanctions related to Russia were imposed under the Special 

Economic Measures Act. The regulations impose an asset 

freeze and dealing prohibitions between Canada and Russia.

PRODUCING REGIONS

PROSPECTIVE REGIONS

OIL & GAS RESERVES 

118,486 (million boe)

OIL & GAS PRODUCTION

20,343 (thousand boe/d)

ACTIVE E&P COMPANIES/ACTIVE CANADIAN E&P COMPANIES

74/1

RESERVE LIFE

39.9 years

PRODUCTION FIVE-YEAR CAGR

1%

FIVE YEAR PRODUCTION (MILLION BOE/D)

OIL PRODUCTION GAS PRODUCTION

55% 45%
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OPPORTUNITIES

Russia is a high-risk/high reward export market based on 

our analysis. It has opportunities in enhanced recovery, heavy 

oil, coalbed methane, and unconventional development.

GlobalData expects almost $80 billion will be spent in the 

Russian upstream sector through to 2021. The country has 

around 34 key oil projects and 14 gas pipelines in develop-

ment stages.

Unconventional resources
Russia is thought to have massive shale gas and tight  

oil resources. Shale oil is estimated at around 75 billion barrels 

of technically recoverable resource.

Shale gas is estimated at 286 tcf of technically recover-

able resources.

However, Russia is not producing commercial volumes of  

shale gas and tight oil. Shale production remains a  

long-term opportunity.

The potential of Russia’s unconventional resources is mainly 

associated with the gigantic Bazhenov formation located in 

Western Siberia. The Russian authorities, who wish to offset 

their declining conventional fields, have launched a legisla-

tive process associated with tax incentives. Permafrost and  

subarctic conditions can be blocking factors as drilling and 

fracturing are required all over the year.

Onshore heavy oil
The U.S. Geological Survey (USGS) estimates that Russia 

has 13.4 billion barrels of technically recoverable heavy oil and 

33.7 billion technically recoverable barrels of bitumen.

The Volga-Ural Basin, located in the southern portion of 

European Russia, produces much of Russia’s heavy sour crude.

Russia is currently testing new thermal recovery methods 

such as SAGD for improving heavy oil extractions. These new 

technologies have the potential to help the country unlock its 

unconventional heavy oil and bitumen reserves.

In 2000, Russia’s oil balance was 83 per cent light sweet 

crude, 15 per cent heavy oil and two per cent bitumen. By 

2020, Russia’s oil mix is projected to shift. Heavy oil will dou-

ble to 30 per cent, bitumen will swell to 20 per cent and the 

result will be equal shares of light and heavy oils.

Russia also has large, undeveloped oilsands in the Tunguska, 

Timan-Pechora and Volga-Ural basins. 

Offshore
In order to reach its planned production level of 530 million 

tonnes of oil and condensate, Russia will need to undertake  

systematic offshore exploration.

In February 2013, Russia released its first Arctic strategy  

through the year 2020, emphasizing the importance of the 

Arctic region for national security, economic growth and  

improvement of jobs. Russia has the greatest potential for 

Arctic offshore oil and gas with 52 per cent of all assessed oil, 

natural gas and natural gas liquid in the region.

According to estimates from the USGS, the total untapped 

oil and gas reserves in the Arctic stand at 89.983 billion bar-

rels of crude and 1,669 tcf of natural gas.

The Russian government has offered special tax rates or 

tax holidays to encourage investments in the Arctic offshore  

reservoirs. Many international oil and gas companies such as 

ExxonMobil, Eni, Statoil (now Equinor) and China National 

Petroleum all partnered with Rosneft to explore Arctic fields.

Enhanced oil recovery
Natural decline rates for mature West Siberian oilfields 

are around 10–14 per cent annually. With the use of enhanced 

oil recovery (EOR) technologies, decline has been kept to an  

average of five per cent from 2008 to 2014.

Service sector
Russia’s market in the global oilfield services market is 

about US$25 billion.

Russia represents a large global import market for oil 

and gas field equipment and is the sixth largest equipment  

importer globally.

Russia’s largest sources for oil and gas equipment in 2014 

were China, Germany and Italy with 17, 16 and 11 per cent mar-

ket shares, respectively.

Machinery and mechanical appliances, and filter/purify  

machines for gases and tankers for the transport of goods, repre-

sented more than half of Russia’s oil and gas equipment imports.

BP’s partnership with TNK and ConocoPhillips’ partner-

ship with Lukoil have moved the Russian industry closer to 

Western standards. Tendering has become more transparent 

and companies are looking to upgrade old equipment and  

infrastructure. EOR, downhole tools, hydraulic fractur-

ing and seismic are currently on the wish list for most  

Russian companies. Processing, pipeline and refinery  

equipment and services are also in heavy demand. Gazprom 

is moving towards LNG and requires companies with exper-

tise in all areas, from production to transport to processing.  

Russia has a large, but undeveloped, heavy oil sector. This is 

an area Alberta companies should have an advantage in as  

Russia begins to develop its field over the next five to  

10 years.

The Russian government has announced that it is seeking 

to source equipment for offshore oil production from new  

countries due to the impact of sanctions by the European 

Union and U.S. Russia oilfield services generally have a high 

import structure.
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DOING BUSINESS IN RUSSIA 
 
Domestic companies dominate most of Russia’s oil production. 

Following the collapse of the Soviet Union, Russia initially 

privatized its oil industry, but Russia’s oil and gas sector has 

gradually reverted to state control over the past few years.

Five firms, including their shares of joint-venture production, 

account for more than 75 per cent of total Russian oil produc-

tion, and the Russian state directly controls more than 50 per 

cent of Russian oil production. Smaller firms have generally had 

higher production growth than larger firms, but smaller firms 

could be less resilient in the face of lower oil prices.

A number of ministries are involved in the oil sector. The 

Ministry of Natural Resources and Environment issues field  

licenses, monitors compliance with license agreements and levies 

fines for violations of environmental regulations. The Ministry 

of Energy develops and implements general energy policy.  

The Ministry of Economic Development supervises tariffs, while 

the Ministry of Finance is responsible for hydrocarbon taxes.

Russia ranks 99th on the Frasier Institute’s economic free-

dom index, in the third lowest quartile. It scores a 6.6 out of 

10 for freedom to trade, in the lower end of the countries pro-

filed in this report.

The Russian Federation remains among the large 

emerging economies that are lagging behind when it 

comes to fully integrating into the world trade system 

according to the World Economic Forum. The further roll- 

out of the country’s commitments under its WTO accession has 

improved its domestic market access, thanks to a decrease of 

the applied tariff rate from 9.5 to 5.8 per cent, but from a global 

perspective its level of openness remains poor, with only 39.7 

per cent of goods entering the market free of duty plus a fairly 

complex tariff structure. In addition, the Russian Federation has 

further lost access to foreign markets. Yet improving market 

access alone will not fix the country’s problems in integrating 

Infrastructure
As of January 2015, Russia had 40 oil refineries with a 

total crude oil distillation capacity of 5.5 million bbls/d.  

Major operators include Rosneft and Lukoil.

Russia has an extensive domestic distribution and export 

pipeline network. The majority of the pipeline network is state 

owned by Transneft.

Russia is also in the LNG export race. In December 2017, its  

second export facility began production — the Yamal LNG  

project in the Arctic.

Russia is also involved in a major pipeline expansion, in-

cluding the $55 billion Power of Siberia project to get gas to 

China. Its Turkish Stream pipeline, two lines delivering gas to 

Turkey, and on to Europe, is under construction.

Also on tap is the Nord Stream 2 pipeline, a 1,200 km long 

project taking Russian gas to Germany under the Baltic Sea.

SOURCE: FRASER INSTITUTE

FRASER INSTITUTE FREEDOM TO TRADE SCORES 
COMPARED TO CANADA AND GROUP AVERAGE 
(SCORE OUT OF 10)

% OF RESPONDERS RANKING AS # 1 ISSUE

WEF EXECUTIVES’ RANKING OF THE MOST PROBLEMATIC 
FACTORS FOR IMPORTING TO RUSSIA

Note: From a list of factors, respondents were asked to select the five most 
problematic factors in their country and rank them. The scores correspond to the 
responses weighted according to their rankings

into world trade. Trade facilitation will also need to improve: 

importing 15 tons of automotive components currently costs 

more than US$ 1,200 for border and documentary compliance, 

with the Russian clearance procedures rated 124th in the world. 

In spite of good infrastructure, transport services are inefficient, 

making shipments difficult and unaffordable. Finally, the private 

sector suffers from uncertain protection of property rights and  

difficult access to finance, increasing the difficulties of oper-

ating in the local business environment.
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The World Bank Group’s Doing Business series currently ranks 

Russia at 35 in the world.

WORLD BANK DOING BUSINESS RANKING 
COMPARED TO CANADA

SOURCE: 2018 WORLD BANK DOING BUSINESS REPORT

This distance to frontier score helps assess the absolute level of regulatory 
performance over time. An economy’s distance to frontier is reflected on a scale 
from 0 to 100, where 0 represents the lowest performance and 100 represents the 
best performance across all economies and across time.

WORKING IN RUSSIA

Work visa 
There are two types of work visas:

•  A single-entry visa valid for 90 days is issued by the Russian 

Consulate on the basis of a Work Visa Invitation (which is  

issued on the basis of work permit).

•  A multiple-entry visa is issued on the basis of a single- 

entry visa at the local office of the Russian Federal Migration 

Service (FMS) for the period of validity of a work permit 

(no more than one year).

•  There is a type of work visa for highly qualified specialists, 

which has several advantages (e.g. is valid for three years). 

The salary of such a specialist in Russia should amount to 

more than two million rubles per year.

For more information, please refer to https://www.visa-

house.com/en/information/visatypes/.

Taxes
An individual is considered a Russian tax resident on a 

specific date if he/she is physically present in Russia for 183 

or more days during a period of 12 consecutive months pre-

ceding the specific date (this test is used for tax withholding 

purposes during a calendar year). 

Non-residents are subject to Russia personal income tax 

on their Russia source income at a flat rate of 30 per cent.

Russia and Canada have had a tax agreement to 

avoid double taxation since 1995.
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PESTEL ANALYSIS

Category Analysis

POLITICAL

Russia continues to be challenged by sanctions imposed by the U.S. and European Union in 2014. The sanctions 
include restrictions on Russia’s access to foreign technology and capital, and prevent Russian energy companies 
from entering into joint projects with foreign energy companies. These sanctions postponed the development 
of many significant potential projects. There is pressure in the U.S. to institute even more strict sanctions due to 
Russia’s involvement in Syria. 

ECONOMIC
Russia continues to rely on its energy industry to drive its economy. It agreed to cut production to stabilize oil 
output in 2016. Despite sanctions, Russia’s economy grew in 2017.

SOCIAL
Russia has little domestic opposition to oil and gas activity. In December 2016, the U.S. and Canada announced a 
ban on oil and gas drilling in the Arctic Ocean. The ban was to preserve the region’s ecosystem and prevent future 
offshore oil and gas risks. Despite environmental pressure, Russia is still developing in the Arctic Ocean.

TECHNOLOGICAL

The Russian government has announced that it is seeking to source equipment for offshore oil production from 
new countries due to the impact of sanctions by the European Union and the U.S. Offshore drilling equipment has 
never been produced or designed in Russia. Under the Canadian Special Economic Measures Act, regulations im-
posed an asset freeze and dealings prohibition (including the energy sector) with Russia.

ENVIRONMENT
Environmental groups are concerned about Russia’s offshore oil drilling. According to numerous environmental groups, 
the consequences of a spill would be difficult to control and could have devastating effects on local ecosystems. How-
ever, unlike in Canada, the government is not responding to these concerns.

LEGAL
Restrictions exist over the ability of foreign investors to acquire control over Russian oil and gas companies 
developing deposits that the Russian government considers to be strategic. These deposits include recoverable oil 
reserves of 70 million tonnes or gas reserves of 50 billion cubic metres.

RECOMMENDATIONS

•   Undeveloped infrastructure poses logistic challenges,  

especially in accessing markets outside of major cit-

ies. Quality of roads, highways, port infrastructures, 

transport infrastructures and electricity supply all need  

improvements. Further infrastructure investments are  

required in order to attract more foreign investment.

•          Sanctions and low commodity prices have reduced  

foreign investment in Russia’s upstream (offshore and shale)  

projects. On average, Russia loses about $2 billion in  

revenues for every dollar fall in the oil price.

•   Russia’s market in the global oilfield services market is 

about US$25 billion, while the world oilfield services  

market is believed to be as large as US$149 billion.

•   Russia is also looking for ways to develop its unconventional 

resources (shale oil and Arctic offshore). However, due to 

Canada’s sanctions placed on Russia, Canadian service and 

supply companies are prohibited from exporting equipment 

to Russia for its use in shale oil and Arctic oil development.

•   Over the years, production in mature fields has gradually 

declined. Russia is looking for technological breakthroughs 

and opportunities to increase its recovery rate. The natural 

decline rate for mature West Siberian fields is around 10–14 

INSIGHTS FROM EXPORTERS

• From the exploration and production perspective, 

we are not recommending Russia to management. 

No stability. History of nationalization 

• Very risky from our point of view. Russian activity 

has been stable 

• Currency swings can have an impact on profitability

per cent. With the use of EOR technologies, decline has 

been kept to an average of five per cent from 2008 to 2014.

•   The Russian government is actively promoting coalbed 

methane development via exemption from assessed tax, 

reduction of income taxes and exemption from royalty.

•   Coalbed methane and the EOR market currently represent 

the best opportunities for Canadian supply and service  

companies willing to do business in the Russian oil and 

gas sector.
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