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Gas demand in russia has been stagnating since 2011 although 
all projections had promised its growth. since 2006, demand for 
natural gas from industry and utilities sectors as well as from 
households has changed little despite significant transformations in 
the national economy. electric power sector was the only segment 
with pronounced dynamic changes that set a gas demand trend for 
the whole country.

as for the current projections, the state bodies see the prospects 
of gas demand as highly positive, notwithstanding the negative 
tendencies of the past. Foreign analysts change their forecasts from 
year to year predicting either growth or recession.

russia’s gas industry players have no common stand on projecting 
the long-term gas demand. Under such circumstances, it is difficult 
for companies to develop their strategies and for the government – 
to improve its gas market regulations. Uncertainty has a negative 
impact on the industry reducing investment activity and thus curbing 
the implementation of the gas production potential in russia.

 
Main conclusions of the study

 � Gas demand peaked in 2011, and starting thereafter decreased 
by 20 bcm to 457 bcm in 2016. this trend is attributed to sluggish 
electricity demand growth and shrinking heat demand, in part 
due to the achievements in energy efficiency.

 � the capacity supply agreements program (csa) in the electric 
power sector has become the key contributor to the gas 
demand decline. Commissioning of new highly efficient NPPs 
and tPPs coupled with very moderate growth in electricity 
demand have caused gas demand to shrink by about 14 bcm 
over 2011 to 2016.

 � Gazprom’s position in the domestic market has faltered due 
to stagnant demand: its monopoly power was undermined by 
independent gas producers that provided 43% of supply in 2016. 
Under the present regulatory model, Gazprom’s competitors 
are allowed to sell gas below the regulated price, which 
enables them to market all the volume they produce. this is 
the logic underlying the current market model; however, it was 
originally intended that in a growing demand environment this 
approach would not affect Gazprom’s share substantially. 
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 � Gazprom’s gas infrastructure expansion efforts have not lead 
to the increase of gas demand from households due to better 
energy efficiency of new housing. Therefore, the social function 
is becoming increasingly costly for the company, especially 
if we take into account lower gas prices for households as 
compared with industrial tariffs.

 � Gas-to-chemicals is the only promising sector of gas demand 
in russia. Low domestic feedstock prices secure highly-
competitive positions of russian gas processing companies in 
the world markets.

 � current gas demand attributed to natural gas vehicles (nGVs) 
amounts to 0.5 bcm or 0.1% of total demand. even a high 
development rate of this segment would not have a significant 
impact on the market.

 � this paper considers two gas demand scenarios for russia up 
to 2030: the Baseline and the Gas saving. they both assume 
the same economic growth conditions but differ in how quickly 
and massively energy efficient equipment will be introduced.

 � according to the Baseline scenario of VYGon consulting, 
demand for gas in russia will be growing slowly to reach 469 
bcm by 2030. the growth will be secured by electric power and 
gas-to-chemicals sectors while demand in other industries 
will not change significantly.

 � the Gas saving scenario implies a sizeable improvement in 
fuel efficiency that will reduce gas demand to 411 bcm by 2030. 
it may be driven both by higher domestic prices and faster 
development of technologies.

 � Under the Gas saving scenario, the key contribution to gas 
demand decline may come from the electric power sector (-27 
bcm by 2030) in case most tPPs in russia are transferred to 
CCGT operations with their average efficiency nearing 50%. 
This modernization can be justified with either a doubling of 
gas prices up to 8,000 rub./thous. cm or additional government 
incentives for ccGt application provided through targeted 
support to power engineering manufacturers.

 � the achievement of res development targets and growth of 
green electricity generation to 50 bln kwh is likely to cause the 
gas demand to decrease by another 10 bcm.
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