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Abstract Different hydrocarbon producer sales strategies have widely divergent
implications for the value of Gazprom’s gas exports to Europe. In particular, hydrocarbon
producers have commonly pursued two alternative sales strategies: (i) pure commodity
production (border sales) and (ii) integrated supply, trading and marketing (ISTM). The
impact of these two strategies on Gazprom’s export profits are examined under three sets of
scenarios: (a) the possible entry of low-cost producers, (b) oil price dynamics and (c) the
future of LTCs (pricing and volume structure). We also analysed how Statoil shifted its sales
strategy in light of structural changes in European gas markets and conclude that the
company began employing an ISTM strategy when the market in North-west Europe became
liquid.

Thus, when a market is mature, with an increasing number of buyers, the best sales strategy
for a large hydrocarbon producer should be based on flexibility and increasing its use of
market trading to maximise the value of its commodity. We conclude that an optimal export
strategy for Gazprom should involve both a substantial and increasing portion of
uncommitted volumes that can be traded in markets (gas hubs) and, if needed, some form of
bilateral forward contract with a minimum take-or-pay level to secure infrastructure finance.
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