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Introduction

Energy playsa central role in modern economic and social development, and the ability to
market energy products effectively is essential for ensuring that power, oil, and gas reach
the consumers and industries that depend on them. As you begin this Series, you will
encounter the foundational ideas that shape how energy is produced, priced, distributed,
and promoted within the power sector and the oil and gas industry. This background will
help you appreciate why energy marketing is a vital component of national growth and
global competitiveness.

The aim of this Series is to introduce you to the fundamental concepts, structures, and
practices that underpin energy marketing in both the power sector and the oil and gas
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sector. It seeks to equip you with the knowledge needed to interpret how marketing
functions operate across different segments of the energy industry.

We shall commence this Series by examining the meaning and scope of energy marketing,
along with the specific roles that marketing plays in the power sector and the oil and gas
sector. Next, we will explore electricity generation, billing, distribution, and promotion,
paying attention to how each activity shapes customer engagement and market
performance. Following that, we will move on to the foundations of marketing within the oil
and gas value chain, including upstream, midstream, and downstream considerations.
Finally, we will conclude by discussing the regulatory and institutional context of energy
marketing, with particular reference to the Petroleum Industry Act and the'influence of
global institutions on energy markets.

Series Learning Outcomes
Upon completing this Series, you should be able to:

SLO 1.1 define the concept and scope of energy marketing within the power and oil and
gas sectors,

SLO 1.2 explain the role of marketing.in the power sector,
SLO 1.3 explain the role of marketing inthe oil and gas sector,

SLO 1.4 describe the processes of electricity generation, billing, distribution, and
promotion,

SLO 1.5 analyse marketing considerations in the upstream, midstream, and downstream
segments of the oil and gas industry,

SLO 1.6 evaluatethe marketing implications of the Petroleum Industry Act, and

SLO 1.7 explain how global institutions influence energy marketing practices.

1.1 Overview Of Energy Marketing

Energy marketing forms the backbone of how electricity, oil, and gas reach consumers,
industries, and.institutions that rely on them daily. In this Part, you will explore the meaning
and scope of energy marketing, along with the specific roles that marketing plays in both
the power sector and the oil and gas sector. This foundation will help you appreciate how
marketing activities support production, distribution, pricing, and customer engagement
across the energy value chain.

1.1.1 Meaning and scope of energy marketing

Energy marketing refers to the coordinated activities involved in promoting, pricing,
distributing, and delivering energy products, defined as goods or services derived from
electricity, oil, or gas, to meet the needs of consumers and industries. Unlike consumer
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goods marketing, energy marketing deals with products that are essential for national
development and economic stability. As a result, it requires a deep understanding of
technical processes, regulatory frameworks, and market behaviour.

The scope of energy marketing, defined as the range of activities and decisions that
support the movement of energy products from producers to end users, covers areas such
as product planning, pricing, customer relations, distribution management, and
communication strategies. Because energy is both a commodity and a strategic resource,
marketing decisions often influence national policy, industrial growth, and household
welfare.

Diagram showing the broad scope of energy marketing, including product, price, place,
and promotion elements
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Figure 1.1: Components of energy marketing
The Broad Scope of Energy Marketing

® Energy Marketing Mix
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* Renewable Energy Solution: « Commodity Prices * Service Areas « Digital Marketing
* Energy Efficiency Services « Incentives & Subsicies * Charging/Refuling Stations « Community Engagement

Driving Sustainable Energy Adoption & Consumption

Figure 1.1: Components of energy marketing Sample

Energy marketing is unique because it must balance commercial objectives with public
interest. Forexample, electricity distribution companies must recover costs while ensuring
that tariffs remain affordable. Oil and gas marketers must consider global price
movements, supply chain risks, and regulatory requirements. These complexities make
energy marketing a dynamic and strategic field.

Fillin the blank: Energy marketing involves coordinating activities that promote, price,
distribute, and deliver to consumers and industries.
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1.1.2 Role of marketing in the power sector

Marketing in the power sector focuses on ensuring that electricity is generated,
transmitted, distributed, and billed in ways that satisfy customers and support operational
efficiency. The power sector deals with electricity, defined as the flow of electric charge
used to power homes, industries, and infrastructure. Because electricity cannot be stored
easily at large scale, marketing activities must align closely with real-time production and
consumption patterns.

One key role of marketing in the power sector is customer education. Consumers need
clear information about tariffs, billing procedures, energy conservation, and service
expectations. Another important role is demand management, which-dnvolves encouraging
consumers to use electricity more efficiently, especially during peak periods. Marketing
also supports the promotion of new technologies such as prepaid meters, smart grids, and
renewable energy options.
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Box 1.1: Examples of marketing
activities in the power sector

. : Customer sensitisation campaigns on prepard
I metering

. D:])) Public communication on tariff changes

N ! 7/’ . . .
. -@- Promotion of energy conservation practices

. S8 Engagement with industrial customers on load
management

Box 1.1: Examples of marketing activities in the power sector

Marketing also plays a role in improving customer satisfaction. Electricity distribution
companies rely on effective communication channels to address complaints, provide
outage updates, and maintain trust. When customers feel informed and valued, they are
more likely to comply with billing requirements and support system improvements.

Fillin the blank: One major role of marketing in the power sector is educating customers
about and billing procedures.
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1.1.3 Role of marketing in the oil and gas sector

Marketing in the oil and gas sector involves managing the movement of crude oil, natural
gas, and refined products from the point of production to the final consumer. The sector is
divided into upstream, defined as exploration and production activities, midstream,
defined as transportation and storage activities, and downstream, defined as refining and
product distribution activities. Each segment requires tailored marketing strategies.

In the upstream segment, marketing focuses on negotiating crude oil sales, managing
production quotas, and aligning with global price benchmarks. In the midstream segment,
marketers address issues such as pipeline tariffs, storage capacity, and logistics
coordination. In the downstream segment, marketing activities include product branding,
retail station management, pricing strategies, and customer service.

Image of the oil and gas value chain showing upstream, midstream, and downstream
segments

Plate 1.1: The oil and gas value chain
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Plate 1.1: The oil and gas value chain Sample

Marketingin the oiland gas sector is heavily influenced by global politics, supply
disruptions, and international institutions. For example, decisions by the Organisation of
the Petroleum Exporting Countries affect global supply and pricing. Marketers must
therefore monitor global trends and adjust strategies accordingly.

Fillin the blank: The downstream segment of the oil and gas sector focuses on refining and
of petroleum products.

Pilot questions 1.1

1. Which term refers to the coordinated activities involved in promoting and delivering
energy products to consumers?
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What is one major role of marketing in the power sector?
Which segment of the oil and gas industry deals with exploration and production?

What factor makes energy marketing different from consumer goods marketing?

o & 0D

Which global institution influences oil supply decisions?

1.2 Electricity Generation, Billing, Distribution, and Promotion

Electricity is one of the most essential energy products used in homes, industries, and
public institutions. In this Part, you will explore how electricity is generated, billed,
distributed, and promoted, and how these activities shape marketing practices.in the
power sector. Understanding these processes will help you appreciate why electricity
marketing requires both technical awareness and customer-centred strategies.

1.2.1 Electricity generation and its marketing implications

Electricity generation refers to the process of converting primary energy sources, defined
as natural resources such as coal, gas, water, wind, or sunlight, into usable electrical
power. Generation companies operate power plants that produce electricity, which is then
transmitted and distributed to consumers. Because electricity cannot be stored easily at
large scale, generation must closely match demand at every moment.

The marketing implications of electricity generation are significant. Marketers must
understand the cost structure of generation, the reliability of supply, and the
environmental impact of different energy sources. These factors influence tariff decisions,
customer communication, and promotional strategies. For example, when a distribution
company relies heavily on‘'gas-powered plants, marketers must anticipate how gas supply
disruptions may affect service delivery.

Diagram showing the electricity. generation process from primary energy source to power
plant output
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Figure 1.2: Basic electricity generation process
Electricity Generation Process
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Figure 1.2: Basic electricity generation process Sample

Electricity generation also affects customer perception. When supply is stable, customers
tend to trust'the service provider. When supply is inconsistent, marketers must manage
expectations and communicate clearly about causes and solutions.

Fillinthe blank: Electricity generation involves converting primary energy sources into
power.
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1.2.2 Electricity billing systems and customer engagement

Electricity billing refers to the process of calculating and communicating the cost of
electricity consumed by customers. Billing systems rely on meters, defined as devices
that measure the amount of electricity used over time. There are two main types of meters:
postpaid meters, where customers are billed after consumption, and prepaid meters,
where customers pay before using electricity.

Billing is a critical marketing function because it directly affects customer satisfaction.
Clear, accurate, and timely billing helps build trust between electricity providers and
consumers. Marketers must ensure that customers understand tariff structures, payment
options, and dispute resolution procedures. When customers feel confused about their
bills, they are more likely to default or complain.

Table 1.1: Comparison of postpaid and prepaid billing systems

Feature Postpaid Billing Prepaid Billing
Payment timing After consumption | Before consumption
Meter type Analogue or smart Prepaid smart meter
Customer control | Limited High
Risk of debt Higher Lower

Customer engagement is also essential. Electricity providers use SMS alerts, mobile apps,
customer service centres, and community outreach to help customers understand their
bills and manage consumption.

Fillin the blank: Prepaid billing requires customers to pay for electricity they
use it.

1.2:3 Electricity distribution processes and market interfaces

Electricity distribution refers to the final stage of delivering electricity from the
transmission network to homes, businesses, and industries. Distribution companies
operate distribution networks, defined as interconnected lines, transformers, and
substations that deliver electricity at safe voltage levels. Because distribution is the
closest point of contact with customers, it is central to electricity marketing.

Distribution companies must maintain reliable supply, respond to faults, and manage
customer complaints. Marketers work closely with technical teams to communicate

F)

Do)

LA-NET | ONLINE LEARNING VIDEO PLATFORM FOR POST-SECONDARY & HIGHER INSTITUTION STUDENTS



planned outages, service upgrades, and safety information. Effective distribution
management improves customer satisfaction and reduces losses.

showing electricity flow from transmission lines to distribution substations and finally to
consumers

Figure 1.3: Electricity distribution network
From High-Voltage Transmission to End-Users

l/
e
£

2. Disnnbustion
Substation
(Reduces Voltage)

.r—%

_ ACE s aRilJ 3. Distribution
1. High-Voltage .~ k=5 Substation

Transmission — * - . (Further Reduces Voltage)
(Long Distance) (T = T

4. Industrial & Commercial 5. Residential
Consumers Consumers

Delivering Power to Communities

Figure 1.3: Electricity distribution network

Distribution also involves market interfaces such as tariff approvals, regulatory
compliance, and customer service operations. Marketers must understand these
interfaces to communicate effectively with stakeholders.
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Fillin the blank: Electricity distribution delivers power from the transmission network to
and industries.

1.2.4 Electricity promotion and communication strategies

Electricity promotion refers to the communication activities used to inform, educate, and
persuade customers about electricity services. Promotion is essential because electricity
is an intangible product that customers cannot see or store. Marketers therefore«ely on
clear messaging to build trust and encourage responsible consumption.

Common promotional strategies include public awareness campaigns, energy
conservation messages, safety education, and updates on service improvements.
Providers may use radio, television, social media, community meetings, and printed
materials to reach different customer groups.
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Box 1.2

Examples of electricity
promotion messages

@ Use energy-efficient appliances to
reduce your bill

QL Report faults immediutely to improve service
7 reliability

Prepaid metering gives you more control
= control over your electricity use

NI/
o
ol

/1IN

Box 1.2: Examples of electricity promotion messages

Promation also helps manage customer expectations during outages or tariff changes.
When communication is clear and timely, customers are more likely to cooperate and less
likely to feel frustrated.

Fillin the blank: Electricity promotion helps inform and customers about
electricity services.

Pilot questions 1.2

1. What term describes the process of converting primary energy sources into
electricity?
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Which type of meter requires customers to pay before using electricity?
What is the main function of a distribution network?

Why is billing considered a key marketing activity in the power sector?

o & 0D

Give one example of an electricity promotion message.

1.3 Marketing Foundations In The Oil And Gas Sector

The oil and gas sector is one of the most influential components of the global energy
industry. In this Part, you will explore how marketing operates across the upstream,
midstream, and downstream segments of the sector. Understanding these foundations
will help you appreciate how crude oil, natural gas, and refined products move from
exploration sites to final consumers, and how marketing decisions shape this journey.

1.3.1 Overview of the oil and gas value chain

The oil and gas value chain, defined as the sequence of activities involved in exploring,
producing, transporting, refining, and distributing petroleum products, is traditionally
divided into three major segments: upstream, midstream, and downstream. Each segment
performs specialised functions that.influence marketing strategies and customer
engagement.

The upstream segment focuses on exploration and production, the midstream segment
handles transportation and storage, and the downstream segment deals with refining and
product distribution. Marketers must understand the characteristics of each segment
because pricing, logistics, customer expectations, and regulatory requirements differ
across the value chain.

Diagram showingupstream, midstream, and downstream segments of the oil and gas
value chain
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Figure 1.4: The oil ad gas value chain
From Wellhead to End-User
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Figure 1.4: The oil and gas value chain

The value chain is interconnected, meaning that disruptions in one segment can affect the
entire system. For example, a pipeline failure in the midstream segment may delay
deliveries to refineries, which in turn affects product availability in the downstream
segment.

Fillin the blank: The oil'and gas value chain is divided into upstream, midstream, and
segments.

1.3.2 Marketing considerations in the upstream sub-sector

The upstream sub-sector involves exploration and production, defined as the processes
of identifying oil and gas reserves and extracting them from the ground. Marketing in this
segment focuses on crude oil sales, production planning, and compliance with regulatory
frameworks.

One key marketing consideration is pricing. Crude oil prices are influenced by global
benchmarks such as Brent and West Texas Intermediate. Marketers must monitor these
benchmarks to negotiate favourable contracts. Another consideration is production
volume. Companies must align production levels with market demand, regulatory quotas,
and operational capacity.
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Box 1.3

Key marketing considerations in the
uprstam segment

?  Monitoring global crude oil price
11®  penchmarks

@ Negotating long-term supply contracts

Managing production quotas

-—] Ensuring regulatory compliance

OER

Box 1.3: Key marketing considerations in the upstream segment

Marketing in the upstream segment also involves managing relationships with
governments, investors, and international buyers. These stakeholders influence
production decisions and market access.

Fill in the blank: Crude oil prices in the upstream segment are often guided by global
such as Brent.

1.3.3 Marketing challenges in the midstream sub-sector

The midstream sub-sector focuses on the transportation and storage of crude oil and
natural gas. This includes pipelines, tank farms, shipping terminals, and storage facilities.

)
sho-o) LA-NET | ONLINE LEARNING VIDEO PLATFORM FOR POST-SECONDARY & HIGHER INSTITUTION STUDENTS



Marketing in this segment is shaped by logistics efficiency, safety standards, and
infrastructure reliability.

One major challenge is pipeline capacity. When pipelines are congested or unavailable,
marketers must find alternative transport options, which may increase costs. Another
challenge is storage management. Marketers must ensure that storage facilities are
available to accommodate fluctuations in supply and demand.

Diagram showing midstream activities such as pipelines, tank farms, and shipping
terminals

Figure 1.5:

Midstream transportation and storage activities
Connecting Upstram to Downstam
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Figure 1.5: Midstream transportation and storage activities

Midstream marketers must also address regulatory requirements related to safety,
environmental protection, and pipeline tariffs. These factors influence pricing and contract
negotiations.

Fillinthe blank: The midstream sub-sector deals primarily with transportation and
of crude oil and natural gas.
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1.3.4 Marketing issues in the downstream sub-sector

The downstream sub-sector involves refining and product distribution, defined as the
processes of converting crude oil into usable products such as petrol, diesel, kerosene,
and lubricants, and delivering them to consumers. Marketing in this segment is highly
competitive because customers have multiple product and brand options.

One major marketing issue is pricing. Downstream marketers must balance costrecovery
with affordability, especially in markets where government regulations influence pump
prices. Another issue is product quality. Customers expect consistent quality, and.any
deviation can damage brand reputation.
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Figure 1.5:

Midstream transportation and storage activities
Connecting Upstram to Downstam
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Moving Resources to Market
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mage of a typical downstream retail outlet showing fuel pumps and branding

Plate 1.2: Downstream petroleum retail station

Distribution logistics also pose challenges. Marketers must coordinate deliveries to retail
stations, manage inventory levels, and respond to supply disruptions. Customer service is
equally important, as retail stations rely on friendly service, clean facilities, and reliable
product availability to attract customers.
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Fillin the blank: The downstream sub-sector focuses on refining crude oil and distributing
products to consumers.

Pilot questions 1.3

1. What term describes the sequence of activities involved in exploring, producing,
transporting, and distributing petroleum products?

2. Which segment of the oil and gas value chain handles exploration and production?
3. Whatis one major marketing challenge in the midstream sub-sector?
4. What activity is central to the downstream sub-sector?
5. Why is pricing a major issue in downstream marketing?
1.4 Regulatory And Institutional Context Of Energy Marketing

Energy marketing does not operate in isolation. It is shaped by laws, policies, and
institutions that influence how energy products are produced; priced, and distributed. In
this Part, you will explore the regulatory environment governing the energy sector, with
particular attention to the Petroleum Industry Act and the role of global institutions in
shaping market behaviour. Understanding these influences will help you appreciate why
marketers must remain informed about policy.changes andinternational developments.

1.4.1 Overview of the Petroleum Industry Act and marketing implications

The Petroleum Industry Act (PlA)/is a comprehensive legal framework that governs the
administration, regulation, and management of the oil and gas sector. It was designed to
improve transparency, attractinvestment, and enhance operational efficiency. For
marketers, the PIA introduces new rules that affect pricing, licensing, product distribution,
and stakeholder engagement.

One major implication of the PIAis the restructuring of regulatory agencies. The Act
establishes clearer roles for institutions responsible for upstream, midstream, and
downstream/oversight. This restructuring influences how marketers obtain licences,
comply with regulations, and interact with government bodies. Another implication is the
shift towards a more market-driven pricing environment, especially in the downstream
segment.
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Box 1.4: Selected marketing implications of
the Petroleum Industry Act

Greater emphasis on transparency and
accoutability

New licensing requirements for
operators

Increased competition in the
dowsrowam market

Clearer regulatory roles and responsbilities
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Box 1.4: Selected marketing implications of the Petroleum Industry Act

The PlIA.also encourages investment in infrastructure, which affects product availability
and distribution efficiency. Marketers must therefore understand the Act to align their
strategies with regulatory expectations.

Fill in the blank: The Petroleum Industry Act introduces a more pricing
environment in the downstream segment.

1.4.2 Influence of global institutions on energy marketing

Global institutions play a significant role in shaping energy markets. These institutions
include organisations such as the Organisation of the Petroleum Exporting Countries
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(OPEC), defined as an intergovernmental organisation that coordinates petroleum policies
among member countries to stabilise oil markets. Their decisions influence global supply,
pricing, and investment patterns.

OPEC'’s production quotas, for example, directly affect crude oil availability and global
price levels. Marketers must monitor these decisions to anticipate price changes and
adjust their strategies. Other institutions, such as international financial bodies and energy
policy groups, also influence market expectations through reports, forecasts, and policy
recommendations.

Diagram showing how global institutions influence supply, pricing, and market
expectations

Figure 1.6: Influence of global institutions on
energy markets
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Figure 1.6: Influence of global institutions on energy markets

Because energy markets are globally interconnected, decisions made in one region can
affect marketing activities elsewhere. Marketers must therefore stay informed about
international developments.

Fillin the blank: OPEC influences global oil markets by setting for member
countries.

1.4.3 Introduction to global oil outlook and market expectations

The global oil outlook, defined as projections about future oil supply; demand, and pricing
trends, helps marketers anticipate changes in the energy landscape. These outlooks are
produced by institutions such as OPEC, the International Energy Agency, and national
energy bodies. They provide insights into factors such as economic growth, technological
change, and geopolitical developments.

Marketers use global oil outlooks to plan pricing strategies, manage supply contracts, and
assess investment opportunities. For example, if forecasts indicate rising demand,
marketers may secure long-term supply agreements. If forecasts predict declining demand
due to renewable energy adoption, marketers may adjust their product portfolios.

Image showing a simplified global oil demandand supply projection chart
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Plate 1.3: Sample Global Oil Outlook Projection
Projected Global Oil Demand & Supply (2020-2040)
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Plate 1.3: Sample global oil outlook projection

Global oil outlooks also help marketers understand risks such as supply disruptions,
political instability, or shifts in consumer behaviour. These insights support strategic
decision-making.

Fillinthe blank: Global oil outlooks provide projections about future oil supply, demand,
and trends.

Pilot questions 1.4
1. Whatis the main purpose of the Petroleum Industry Act?
il
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2. Which global institution coordinates petroleum policies among member countries?
3. How do global oil outlooks assist marketers?

4. What type of pricing environment does the PIA encourage in the downstream
sector?

5. Give one example of how global institutions influence energy markets.

Series Summary

This Series introduced you to the foundational ideas that shape energy marketing in both
the power sector and the oil and gas sector. You explored how energy marketing supports
the movement of electricity, crude oil, natural gas, and refined products from producers to
consumers, and why these activities are essential for economic and social development.
The Series also highlighted the importance of understanding technical processes,
customer engagement, and regulatory frameworks when making marketing decisions.

You began by examining the meaning and scope of energy marketing, then moved on to
electricity generation, billing, distribution, and promotion. Afterwards, you explored the
marketing foundations of the oil and gas value chain, including upstream, midstream, and
downstream considerations. Finally, you studied the regulatory and institutional context of
energy marketing, with particular attention to the Petroleum Industry Act and the influence
of global institutions. By engaging with these topics, you should now be able to
demonstrate the abilities outlined in SLOs 1.1 to 1.7, including defining key concepts,
explaining sector roles, analysingvalue chain segments, and evaluating regulatory and
global influences.

Glossary of Terms

Distribution network A system of lines, transformers, and substations that delivers
electricity fromthe transmission grid to end users.

Downstream The segment of the oil and gas value chain that involves refining crude oil
and distributing finished petroleum products to consumers.

Electricity The flow of electric charge used to power homes, industries, and infrastructure.

Energy marketing The coordinated activities involved in promoting, pricing, distributing,
and delivering energy products such as electricity, oil, and gas.

Global oil outlook Projections about future oil supply, demand, and pricing trends.

Midstream The segment of the oil and gas value chain responsible for transporting and
storing crude oil and natural gas.

Meters Devices that measure the amount of electricity consumed over time.
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QOil and gas value chain The sequence of activities involved in exploring, producing,
transporting, refining, and distributing petroleum products.

Petroleum Industry Act (PIA) A legal framework that governs the administration,
regulation, and management of the oil and gas sector.

Primary energy sources Natural resources such as coal, gas, water, wind, or sunlight that
can be converted into usable energy.

Upstream The segment of the oil and gas value chain that focuses on exploration and
production of crude oil and natural gas.

Concept Check Questions [Series 1]

Objective questions

1.

N

w

Which segment of the oil and gas value chain focuses on refining and product
distribution? Linked to SLO 1.5

. What device measures the amount of electricity consumed by a customer? Linked

toSLO 1.4

. Which global institution coordinates‘petroleum policies among member countries?

Linkedto SLO 1.7

What term describes the process of converting primary energy sources into
electricity? Linked to SLO.1.4

Which Act provides the regulatory framework for the oil and gas sector? Linked to
SLO 1.6

Short-answer questions

6.
7.
8.

Explain one marketing implication of electricity generation. Linked to SLO 1.4
Describe one challenge faced in the midstream sub-sector. Linked to SLO 1.5

State one reason why customer engagement is important in electricity billing.

Linked to SLO 1.4

9.
10.

Identify one way global oil outlooks support marketing decisions. Linked to SLO 1.7

Briefly describe the scope of energy marketing. Linked to SLO 1.1

Long-answer questions

11.

Analyse how marketing activities differ across the upstream, midstream, and

downstream segments of the oil and gas value chain. Linked to SLO 1.5

12.

Evaluate the influence of the Petroleum Industry Act on marketing practices in the

downstream segment. Linked to SLO 1.6
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Answers to Concept Check Questions [Series 1]
Objective questions
1. Downstream
2. Meter
3. OPEC
4. Electricity generation
5. Petroleum Industry Act
Short-answer questions

6. Electricity generation affects tariff decisions, customer communication, and
service reliability.

7. Pipeline congestion or limited storage capacity can disrupt transportation and
increase costs.

8. It helps customers understand tariffs and reduces disputes or payment defaults.
9. They help marketers anticipate changes in'supply, demand, and pricing.
10. Itincludes promoting, pricing, distributing, and delivering energy products.

Long-answer questions
11. Basic response

Marketing activities differ across the value chain because each segment performs unique
functions. Upstream marketing focuses on crude oil pricing, production planning, and
contract negotiation: Midstream marketing deals with transportation logistics, storage
management, and regulatory compliance. Downstream marketing involves refining,
branding, retailing, and customer service.

11. Value-added response

In addition to the basic distinctions, outstanding learners may note that upstream
marketing isinfluenced by global benchmarks and geopolitical factors, midstream
marketing is shaped by infrastructure reliability and safety standards, and downstream
marketingis highly competitive, requiring strong branding and customer engagement.
These differences require marketers to adopt tailored strategies for each segment.

12. Basic response

The Petroleum Industry Act influences downstream marketing by promoting transparency,
encouraging competition, and restructuring regulatory roles. It also affects pricing and
licensing requirements.

12. Value-added response
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Beyond these points, advanced learners may explain that the PIA supports investment in
infrastructure, which improves product availability and distribution efficiency. It also
encourages market-driven pricing, which can attract new entrants and stimulate
innovation in customer service and product delivery.

Answers to Pilot Questions [Series 1]
Part 1: Pilot Questions 1.1
1. Energy products
2. Tariffs
3. Upstream
4. Itis essential and strategic
5. OPEC
Part 2: Pilot Questions 1.2
1. Electrical power
Prepaid meter
Delivering electricity to homes, businesses, and industries

It directly affects customer satisfaction

@ » BN

“Use energy-efficient appliances toreduce your bill” (or any example from Box
1.2)

Part 3: Pilot Questions 1.3
1. Oil and gas value chain
Upstream

Pipeline congestion or limited storage capacity

W N

Refining and distributing petroleum products
5. Pricingisinfluenced by regulation and competition
Part 4: Pilot Questions 1.4
1. To regulate and manage the oil and gas sector
2. OPEC
3. They help marketers anticipate supply, demand, and pricing trends
4. Market-driven
R
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5. Setting production quotas

References and Attributions [Series 1]

Note: Allillustrations in this Series were represented as placeholders. The following entries
document suggested sources and prompts.

Figures, Plates, Tables, and Boxes

e Figure 1.1: Components of energy marketing. Suggested OER search string: “energy
marketing scope diagram OER”.

o Figure 1.2: Basic electricity generation process. Suggested OER search string:
“electricity generation process diagram OER”.

o Figure 1.3: Electricity distribution network. Suggested OER search string: “electricity
distribution network diagram OER”.

e Figure 1.4: The oil and gas value chain. Suggested OER search string: “oil and gas
value chain diagram OER”.

o Figure 1.5: Midstream transportation and storage activities. Suggested OER search
string: “midstream oil and gas transportation diagram OER”.

e Figure 1.6: Influence of global institutions on energy markets. Suggested OER
search string: “OPEC influence.on oil markets diagram OER”.

e Plate 1.1: Oil and gas value chain illustration. Suggested OER search string: “oil and
gas value chain diagram OER”.

e Plate 1.2: Downstream petroleum retail station. Suggested OER search string:
“downstream petroleum retail station OER”.

e Plate 1.3: Global oil outlook projection. Suggested OER search string: “global oil
outlook projection chart OER”.

e Table'1.1:Comparison of postpaid and prepaid billing systems. Created for
instructional purposes.

e Boxes 1.1to 1.4: Created for instructional purposes.

Al Prompts Used for Suggested Illustrations Prompts such as “Create a labelled diagram
showing the upstream, midstream, and downstream segments of the oil and gas value
chain” were included to guide future Al-generated illustrations.

General References

e Course content derived entirely from the provided document: Mkt 422: Energy
Marketing (2 Units C: LH 30).

¢ No external copyrighted text was reproduced.
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Series 2: Market Dynamics: Pricing, Demand, and Supply
in Energy Markets

Part 1: Fundamentals of Energy Market Dynamics
1.1 Meaning of market dynamics in the energy sector
1.2 Characteristics of energy markets

1.3 Factors influencing energy market behaviour

Part 2: Pricing of Energy Products
2.1 Price formation in energy markets
2.2 Factors affecting electricity pricing
2.3 Factors affecting oil and gas pricing

2.4 Market-driven versus regulated pricing

Part 3: Demand in Energy Markets

3.1 Meaning and determinants of energy demand
3.2 Demand patterns in the power sector

3.3 Demand patterns in the oil and gas sector

3.4 Effects of demand fluctuations on marketing decisions

Part 4: Supply in Energy Markets

4.1 Meaning and determinants of energy supply
4.2 Supply characteristics in the power sector

4.3 Supply characteristics in the oil and gas sector

4.4 Impact of supply disruptions on market outcomes

Introduction

Energy markets behave differently from ordinary consumer markets because the products
involved are essential, capital-intensive, and influenced by technical, economic, and
political factors. In this Series, you will explore how pricing, demand, and supply interact to
shape outcomes in electricity, oil, and gas markets. This background will help you
understand why energy prices fluctuate, why consumption patterns change, and how
marketers respond to these shifts.
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The aim of this Series is to equip you with the knowledge needed to interpret market
behaviour in the energy sector, with particular focus on how pricing, demand, and supply
influence marketing decisions and overall market performance.

We shall commence this Series by examining the fundamentals of energy market
dynamics, including the meaning, characteristics, and drivers of market behaviour. Next,
we will explore how energy prices are formed, along with the factors that influence pricing
in electricity, oil, and gas markets. Afterwards, we will move on to the concept of demand,
looking at its determinants and how demand patterns differ across the powerand oil and
gas sectors. Finally, we will conclude by analysing the supply side of energy markets,
including the factors that shape supply conditions and the effects of supply disruptions on
market outcomes.

Series Learning Outcomes

Upon completing this Series, you should be able to:

SLO 2.1 define market dynamics within the context of the energy sector,

SLO 2.2 describe key characteristics of energy markets,

SLO 2.3 analyse the factors that influence energy market behaviour,

SLO 2.4 explain how energy prices are formed in electricity, oil, and gas markets,
SLO 2.5 evaluate the factors that affect pricing decisions in the energy sector,
SLO 2.6 describe the determinants of energy demand,

SLO 2.7 analyse demand patterns in the power and oil and gas sectors,

SLO 2.8 explain the determinants of energy supply, and

SLO 2.9 evaluate the effects of supply disruptions on market outcomes.

2.1 Fundamentals Of Energy Market Dynamics

Energy markets behave differently from ordinary consumer markets because the products
involved are essential, capital-intensive, and influenced by technical, economic, and
political factors. In this Part, you will explore what market dynamics mean in the energy
sector, the characteristics that make energy markets unique, and the factors that shape
how these markets behave. This foundation will help you understand why pricing, demand,
and supply often fluctuate in ways that differ from other industries.

2.1.1 Meaning of market dynamics in the energy sector

Market dynamics refer to the patterns of change and interaction among market forces,
defined as the elements that influence how products are priced, supplied, and demanded
within a market. In the energy sector, market dynamics describe how pricing, demand,

)
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supply, and external influences interact to shape market outcomes for electricity, oil, and
gas.

Energy market dynamics are shaped by the fact that energy products are essential for
economic activity. Because households, industries, and governments rely heavily on
energy, even small changes in price or supply can have significant effects. Marketers must
therefore monitor these dynamics closely to make informed decisions about pricing,
communication, and customer engagement.

Figure 2.1: Basic interaction of market
forces in energy markets

®

» Cost of Production
* Market Rates
* Regulation

Influences Determnes

R PR

¢ Consumer Needs ¢ Production Levels
» Economic Activity |« Infrastucture

+ Seasonal Factors [ - Geoppertical Events
L Impacts

S

Determnes

Shapes Market Equilibrium & Energy Flow

90ER

Open Educational Resource

showing the interaction of pricing, demand, and supply in energy markets Figure 2.1: Basic
interaction of market forces in energy markets Sample Al prompt: “Create a simple
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diagram showing how pricing, demand, and supply interact in energy markets.” Search
string: “energy market forces diagram OER”

Fillin the blank: Market dynamics describe how pricing, demand, and interact
in the energy sector.

2.1.2 Characteristics of energy markets

Energy markets have several unique characteristics that distinguish them from markets for
ordinary consumer goods. One key characteristic is inelastic demand, definedas a
situation where consumers continue to purchase a product even when prices rise,
because the product is essential. Electricity, for example, is needed for lighting, heating,
and industrial operations, so demand does not fall sharply when prices increase.

Another characteristic is the capital-intensive nature of energy production, meaning that
large financial investments are required to build power plants, pipelines, refineries, and
distribution networks. This makes it difficult for new firmsto enter the market, which
affects competition and pricing.

Energy markets are also influenced by regulation,defined as government rules that guide
how energy is produced, priced, and distributed. Regulations help protect consumers,
ensure safety, and maintain system reliability.

Box 2.1: Key characteristics of energy markets
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Box 2.1
Key characteristics of energy markets

\L Inelistic demand: Consumption changes little with
+—  price fluctrations

High capital requirements Requires significant
investment in infrastructure

Strong regulatory influence: Government
policies heavly impact operations and pricing

Sensitivity to global events: Geoppheiticil, weather,
and economic crrisies have immedate effects

GER

Open Educational Resource

Fillinthe blank: Energy markets are often described as capital-intensive because they
require large investments.

2.1.3 Factors influencing energy market behaviour

Energy market behaviour is shaped by a combination of internal and external factors. One
major factor is production cost, defined as the total expense involved in generating or
extracting energy. When production costs rise, prices tend to increase. Another factor is
consumer demand, which fluctuates based on population growth, economic activity, and
seasonal changes.

Global events also play a significant role. For example, political instability in oil-producing
regions can disrupt supply and cause price spikes. Similarly, technological advancements
)
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such as renewable energy innovations can shift market behaviour by introducing new
sources of competition.

Diagram showing internal and external factors influencing energy markets Figure 2.2:
Factors influencing energy market behaviour

Figure 2.2: Factors influeming energy market behaviour
Internal and External Market Drivers

\nﬂuenCe \ofluence

1. Internal Factors 2. External Factors

Energy
Production Costs Market

3R Infrastucture & Capacity Behaviour
@ Operational Efficiency

_@‘ Geophetical Events

dfﬁ’ Economic Cycles

@ Technological Advantement
% Regulatory Changes

Shapes Supply, Demand & Pricing Dynamics

OER

Open Edecational Resource

Fillin'the blank: Political instability in oil-producing regions can disrupt supply and cause
in energy prices.

Pilot questions 2.1

1. What term describes the elements that influence how products are priced,
supplied, and demanded?
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Why is demand for electricity considered inelastic?
What type of investment makes energy markets capital-intensive?
Give one internal factor that influences energy market behaviour.

How can global events affect energy markets?

2.2 Pricing Of Energy Products

Pricing is one of the most sensitive and visible aspects of energy marketing. Because
electricity, oil, and gas are essential products, even small price changes can affect
households, industries, and national economies. In this Part, you will explore how energy
prices are formed, the factors that influence pricing in different segments of the energy
sector, and the differences between market-driven and regulated pricing systems. This
understanding will help you appreciate why energy pricing decisions require careful
analysis and communication.

2.2.1 Price formation in energy markets

Price formation refers to the process through which market price, defined as the amount
consumers pay for a product based on the interaction of demand and supply, is
determined. In energy markets, price formation.is influenced by production costs, market
structure, regulatory policies, and global events. Unlike ordinary consumer goods, energy
prices often reflect long-term investments, geopolitical risks, and infrastructure
constraints.

Electricity prices, for example, are shaped by the cost of fuel, generation technology,
transmission losses, and distribution efficiency. Oil and gas prices, on the other hand, are
influenced by global benchmarks such as Brent crude, transportation costs, and
international supplyconditions.

Diagram showing the components of energy price formation (production cost, demand,
supply, regulation, global events) Figure 2.3: Components of energy price formation
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Sample

Figure 2.3: Components of energy price formation
How Energy Prices are Determined
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Fill in the blank: Price formation refers to how the

determined.

2.2.2 Factors affecting electricity pricing

consumers pay for energy is

Electricity pricing is shaped by several technical and economic factors. One major factor is
generation cost, defined as the total expense involved in producing electricity from fuel
sources such as gas, coal, hydro, or solar. When fuel prices rise, electricity tariffs often
increase. Another factor is network cost, which includes the expenses of maintaining
transmission and distribution infrastructure.

-

R

LA-NET | ONLINE LEARNING VIDEO PLATFORM FOR POST-SECONDARY & HIGHER INSTITUTION STUDENTS



Regulation also plays a significant role. In many countries, electricity tariffs must be
approved by regulatory agencies to ensure fairness and affordability. Marketers must
therefore understand tariff structures and communicate them clearly to customers.

Table 2.1: Key factors affecting electricity pricing

Factor Description

Generation Cost of producing electricity from fuel sources (e.g:, gas, coal,
cost renewables).

Cost of building and maintaining transmission and distribution

Network cost
systems.

Government oversight regarding tariff approval and policy-

Regulation driven subsidies.

Consumption patterns affecting system load and peak-time

Demand level . .
pricing.

Fillin the blank: Electricity tariffs often increase when the cost of usedin
generation rises.

2.2.3 Factors affecting oil and gas pricing

Oil and gas pricing is influenced by global and domestic factors. One major factor is
international benchmarks, defined as standard reference prices such as Brent or West
Texas Intermediate that guide global crude oil pricing. These benchmarks reflect global
supply and demand conditions.

Another factor is transportation cost, which includes pipeline tariffs, shipping fees, and
storage charges. Political events, natural disasters, and production decisions by major oil-
producing countries also affect pricing. Because oil and gas markets are globally
interconnected; local prices often respond to international developments.
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Diagram showing global and domestic factors affecting oil and gas pricing Figure 2.4:
Factors affecting oil and gas pricing

OER

Figure 2.4: Factors Affecting Oil and Gas Pricing
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Fillin the blank: Global crude oil prices are often guided by international such
as Brent.

2.2.4 Market-driven versus regulated pricing

Energy markets may operate under market-driven pricing, defined as a system where
prices are determined by demand and supply without government intervention, or
regulated pricing, defined as a system where government agencies set or approve prices
to protect consumers and ensure stability.
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Market-driven pricing is common in competitive oil and gas markets, where multiple
suppliers influence price levels. Regulated pricing is more common in electricity markets,
where governments aim to ensure affordability and prevent exploitation. Marketers must
understand which pricing system applies in their sector to design appropriate
communication and customer engagement strategies.

Box 2.2: Differences between market-driven and regulated pricing

Box 2.2: Differences between
market-driven and regulated pricing

Market-driven pricing Regulated pricing

/\ﬂ Responds quickly to Ensures stablity and
all demand and supply changes consumer protection

@ Encwrages competition and Limits price volablity and
innovation sharp increases

\ OER

Open Educational Resource

Fillin the blank: Regulated pricing is often used to ensure stability and for
consumers.

Pilot questions 2.2
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1. What term describes the amount consumers pay based on demand and supply
interaction?

Name one factor that affects electricity pricing.
Which benchmark is commonly used to guide global crude oil prices?

What type of pricing is determined without government intervention?

a M 0B

Why do governments regulate electricity tariffs?

2.3 Demand In Energy Markets

Demand plays a central role in shaping how energy markets function. Because electricity,
oil, and gas are essential products, understanding how and why consumers use energy
helps marketers anticipate market behaviour and design effective strategies. In this Part,
you will explore the meaning of energy demand, the factors that influence it, and the
different demand patterns observed in the power sector and the oil and gas sector. You will
also examine how changes in demand affect marketing decisions.

2.3.1 Meaning and determinants of energy demand

Energy demand refers to the quantity of energy products that consumers are willing and
able to purchase at a given price and time. In the energy sector, demand is shaped by
determinants, defined as the factors thatinfluence how much energy consumers require.
These determinants include population size, income levels, industrial activity, weather
conditions, and technological development.

For example, demand for electricity often rises during hot seasons due to increased use of
cooling appliances. Similarly, demand for petrol may increase when economic activity
expands and morevehicles are on the road. Marketers must understand these
determinants to forecast consumption patterns and plan supply strategies.
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Diagram showing determinants of energy demand (population, income, weather,
technology, economic activity) Figure 2.5: Determinants of energy demand

Figure 2.5: Determinants of energy Demand
Key Factors Shaping Consumption Patterns
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Fillin the blank: Energy demand refers to the quantity of energy consumers are willing and
able to

2.3.2 Demand patterns in the power sector

Demand in the power sector is influenced by daily, weekly, and seasonal patterns. One key
feature is peak demand, defined as the highest level of electricity consumption within a
specific period. Peak demand often occurs in the evening when households use lighting,
cooking appliances, and entertainment devices simultaneously.
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Another feature is base load, defined as the minimum level of electricity demand that
remains constant throughout the day. Industrial operations, hospitals, and essential
services contribute to base load demand. Marketers must understand these patterns to
support demand management campaigns and communicate effectively with customers.

Box 2.3: Examples of demand patterns in the power sector

Box 2.3

Examples of demand patterns
in the power sector

High evening consumption in
residential areas

Increased demand during festive seasons

Higher davime demand in
commercial districts

Seasonal variations due temperature
changes

Woen

Open Educational Resource

Fillin the blank: The highest level of electricity consumption within a period is known as
demand.

2.3.3 Demand patterns in the oil and gas sector
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Demand for oil and gas products varies across transportation, industry, households, and
power generation. One major pattern is the strong link between economic activity and fuel
consumption. When industries expand, demand for diesel and gas increases. When
economic activity slows, demand declines.

Another pattern is the influence of global markets. Because oil is traded internationally,
local demand is often affected by global price movements. For example, when global oil
prices rise sharply, consumers may reduce consumption or switch to alternatives.

Diagram showing major demand segments for oil and gas (transport, industry, households,
power generation) Figure 2.6: Demand segments in the oil and gas sector

Figure 2.6: Demand segments in the oil and gas sector
Key Consumers & Applications
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Fillin the blank: Demand for diesel and gas often increases when activity
expands.

2.3.4 Effects of demand fluctuations on marketing decisions

Demand fluctuations have significant implications for marketing decisions. When demand
rises, marketers may adjust pricing strategies, increase communication efforts, or
coordinate with supply teams to ensure product availability. When demand falls,
marketers may introduce promotional campaigns, encourage energy efficiency, or explore
new customer segments.

Demand fluctuations also affect long-term planning. For example, sustained growth in
electricity demand may justify investment in new generation capacity. Similarly, declining
demand for petrol due to electric vehicles may prompt marketers to diversify their product
offerings.

Table 2.2: Effects of demand fluctuations on marketing decisions

Demand .
Marketing response

change
Rising Adjust pricing strategies to manage load; prioritize supply chain
demand logistics to ensure availability.
Falling Focus on promoting energy efficiency; diversify and explore new
demand market segments or export opportunities.
Seasonal Develop targeted communication campaigns; offer seasonal
variation incentives or time-of-use tariffs.

Fillin the blank: When demand falls, marketers may introduce promotional campaigns or
encourage energy

Pilot questions 2.3

1. ‘What term describes the factors that influence how much energy consumers
require?

What is the highest level of electricity consumption within a period called?
Name one major demand segment in the oil and gas sector.

How does rising demand affect marketing decisions?

o @P

Why might marketers diversify their offerings when petrol demand declines?
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2.4 Supply In Energy Markets

Supply is a critical component of energy market behaviour because it determines how
much electricity, oil, or gas is available to meet consumer demand. In this Part, you will
explore the meaning of energy supply, the factors that influence it, and the supply
characteristics of both the power sector and the oil and gas sector. You will also examine
how supply disruptions affect market outcomes and marketing decisions.

2.4.1 Meaning and determinants of energy supply

Energy supply refers to the quantity of energy products that producers arewilling and able
to make available at a given price and time. Supply is shaped by determinants, defined as
the factors that influence how much energy producers can deliver to the market. These
determinants include production capacity, availability of raw materials, technology,
infrastructure, and regulatory conditions.

For example, electricity supply depends on the capacity of power plants, the availability of
fuel such as gas or water, and the condition of transmission networks. Oil and gas supply
depends on exploration success, pipeline infrastructure, and global production decisions.

)
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Diagram showing determinants of energy supply (capacity, fuel availability, technology,
infrastructure, regulation) Figure 2.7: Determinants of energy supply

Figure 2.7: Determnants of Energy Supply
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Fillin the blank: Energy supply refers to the quantity of energy producers are willing and

able to

2.4.2 Supply characteristics in the power sector

Supply in the power sector is shaped by the technical nature of electricity generation and
distribution. One key characteristic is non-storability, defined as the inability to store
electricity in large quantities for later use. Because electricity must be produced and
consumed almost simultaneously, supply must constantly match demand.
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Another characteristic is dependence on fuel sources, such as gas, coal, hydro, or solar.
When fuel availability changes, electricity supply may fluctuate. Infrastructure reliability
also plays a major role. Faulty transmission lines or damaged substations can reduce
supply even when generation capacity is adequate.

Box 2.4: Supply characteristics in the power sector

Box 2.4: Supply characteristics in the
power sector

Electricity cannot be stored in large quantties: Requires real-
time balnce of generation and consumption

Supply depends on fuel availability: Reliant on
ry {] on continuous access of coal, gas, hydro, or
uranium

Infrastrcture reliabiity affects supply:
i Outages can occur due grid failures or
maintenance issues

\'I

O Weather conditions influence renewable generation:
' Solar and wind power are interritiente

Open
Educational
“' " Resource

Fill'in the blank: Electricity must be produced and consumed almost simultaneously
because itis largely non-

2.4.3 Supply characteristics in the oil and gas sector
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Supply in the oil and gas sector is influenced by geological, technical, and geopolitical
factors. One major characteristic is long production cycles, defined as the extended time
required to explore, drill, and bring oil or gas to market. This means supply cannot respond
quickly to sudden changes in demand.

Another characteristic is global interdependence, meaning that local supply is affected
by international production decisions. For example, when major oil-producing countries
reduce output, global supply tightens and prices rise. Infrastructure such as pipelines,
refineries, and storage facilities also shapes supply availability.

Diagram showing supply characteristics in oil and gas (long cycles, global
interdependence, infrastructure, geopolitical influence) Figure 2.8: Supply characteristics
in the oil and gas sector

Figure 2.8: Supply characteristics in the oil and gas sector
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Fillin the blank: Oil and gas supply cannot respond quickly to sudden demand changes
because production cycles are

2.4.4 Impact of supply disruptions on market outcomes

Supply disruptions occur when normal production or distribution processes are
interrupted. These disruptions may result from equipment failure, natural disasters,
political instability, labour strikes, or fuel shortages. One majorimpact is price volatility,
defined as rapid and unpredictable changes in price due to shifts in supply:

Supply disruptions also affect marketing decisions. Marketers may need to adjust
communication strategies, manage customer expectations, or coordinate with technical
teams to restore supply. In severe cases, disruptions may lead to rationing, load shedding,
or temporary shutdowns of industrial operations.

Table 2.3: Examples of supply disruptions and their effects

Type of

. . Effect on market
disruption

Leads to higher energy prices and reduced electricity

Fuel shortage . <
generation capacity.

Pipeline Causes immediate reduction in oil or gas availability, often
damage leading to regional price spikes.
Political Results in global supply tightening and increased market
instability volatility due to uncertainty.
Equipment Causes localized outages and requires urgent capital
failure expenditure for repairs.

Fillin the blank: Supply disruptions often lead to price in energy markets.

Pilot questions 2.4

1. What term describes the factors that influence how much energy producers can
deliver?

2. Why must electricity supply match demand in real time?
3. Name one characteristic of oil and gas supply.

4. Give one example of a supply disruption.
ol
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5. How do supply disruptions affect energy prices?

Series Summary

This Series explored how pricing, demand, and supply interact to shape behaviourin
electricity, oil, and gas markets. You began by examining the fundamentals of energy
market dynamics, including the meaning of market forces, the characteristics of energy
markets, and the factors that influence market behaviour. You then moved on to pricing,
where you considered how energy prices are formed, the factors that affectelectricity, oil,
and gas pricing, and the differences between market-driven and regulated pricing systems.

The Series continued with an examination of demand, covering its determinants, patterns
in the power and oil and gas sectors, and the implications of demand fluctuations for
marketing decisions. Finally, you explored the supply side of energy markets, including the
determinants of supply, supply characteristics across sectors, and the effects of supply
disruptions on market outcomes. By engaging with these'topics; you should now be able to
demonstrate the abilities outlined in SLOs 2.1 to 2.9, including defining market dynamics,
analysing pricing factors, interpreting demand and-supply patterns, and evaluating how
fluctuations influence marketing decisions.

Glossary of Terms

Base load The minimum level of electricity demand that remains constant throughout the
day.

Benchmark (oil pricing) A standard reference price, such as Brent crude, used to guide
global oil pricing.

Capital-intensive A situation where large financial investments are required to produce or
deliver a product.

Demand The quantity of energy consumers are willing and able to purchase at a given time
and price.

Determinants of demand Factors such as income, population, weather, and technology
that.influence how much energy consumers require.

Determinants of supply Factors such as production capacity, fuel availability,
technology, and regulation that influence how much energy producers can deliver.

Inelastic demand A situation where consumers continue to purchase a product even
when'prices rise because it is essential.

Market dynamics The patterns of change and interaction among market forces such as
pricing, demand, and supply.

Market-driven pricing A pricing system where prices are determined by demand and
supply without government intervention.
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Price volatility Rapid and unpredictable changes in price due to shifts in supply or
demand.

Regulated pricing A pricing system where government agencies set or approve prices to
ensure fairness and stability.

Supply The quantity of energy producers are willing and able to make available at agiven
time and price.

Concept Check Questions [Series 2]
Objective questions

1. What term describes the interaction of pricing, demand, and supplyin energy
markets? Linked to SLO 2.1

2. Which characteristic describes electricity demand that does not fall sharply when
prices rise? Linked to SLO 2.2

3. Whatis the standard reference price used to guide global crude oil pricing? Linked
toSLO 2.4

4. Whatis the highest level of electricity consumption within a specific period called?
Linkedto SLO 2.7

5. Whatterm describes rapid and unpredictable changes in energy prices? Linked to
SLO 2.9

Short-answer questions

6. State one determinant of energy demand. Linked to SLO 2.6
7. Explain-one factor that affects electricity pricing. Linked to SLO 2.5
8. Describe one characteristic of supply in the power sector. Linked to SLO 2.8

9. Give one example of a supply disruption. Linked to SLO 2.9

10. Briefly explain why energy markets are considered capital-intensive. Linked to SLO
22

Long-answer questions

11. Analyse how demand patterns differ between the power sector and the oil and gas
sector. Linked to SLO 2.7

12. Evaluate the impact of supply disruptions on pricing and marketing decisions in
energy markets. Linked to SLO 2.9

Answers to Concept Check Questions [Series 2]
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Objective questions
1. Market dynamics
2. Inelastic demand
3. Brentcrude
4. Peakdemand
5. Price volatility

Short-answer questions

6. Population size, income, weather, technology, or economic activity.

7. Generation cost, network cost, regulation, or demand level.

8. Electricity cannot be stored in large quantities and must match demand in real
time.

9. Fuel shortages, pipeline damage, political instability, or equipment failure.

10. They require large investments indnfrastructure such as power plants, pipelines,
and refineries.

Long-answer questions
11. Basic response

Demand in the power sector shows daily and seasonal patterns, including peak demand
and base load. In contrast, demandinthe oiland gas sector is influenced by economic
activity, transportation needs, and global price movements.

11. Value-added response

Outstanding learners may add that electricity demand is highly time-sensitive and must be
met instantly, while oil and gas demand is more flexible and influenced by international
markets. They may also note that electricity demand is shaped by household behaviour,
whereas.oil and gas demand is strongly linked to industrial and transport activity.

12..Basic response

Supply disruptions cause price volatility and may lead to shortages, outages, or reduced
availability. Marketers must adjust communication strategies and manage customer
expectations.

12. Value-added response

Advanced learners may explain that disruptions also affect long-term investment
decisions, influence regulatory responses, and may shift consumer behaviour. They may
also highlight that global oil supply disruptions can affect local markets even when
domestic production is stable.
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Answers to Pilot Questions [Series 2]
Part 2.1
1. Market forces
2. Itis essential
3. Capital
4. Production cost
5. Theycan cause price spikes
Part 2.2
1. Market price
2. Generation cost
3. Brent
4. Market-driven pricing
5. To ensure affordability and fairness
Part2.3
1. Determinants
2. Peak
3. Transport,.industry, households, or power generation
4. Adjust pricing or ensure supply availability
5. Because electric vehicles reduce petrol use
Part2.4
1., Determinants of supply
It cannot be stored
Long production cycles or global interdependence

Fuel shortages, pipeline damage, political instability, equipment failure

4 S A&

They cause price volatility

References and Attributions [Series 2]
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Note: Allillustrations in this Series were represented as placeholders. The following entries
document suggested sources and prompts.

Figures, Plates, Tables, and Boxes

e Figure 2.1: Interaction of market forces. Suggested OER search string: “energy
market forces diagram OER”.

e Figure 2.2: Factors influencing energy market behaviour. Suggested OER search
string: “factors influencing energy markets diagram OER”.

o Figure 2.3: Components of energy price formation. Suggested OER 'search string:
“energy price formation diagram OER”.

e Table 2.1: Factors affecting electricity pricing. Created for instructional purposes.

o Figure 2.4: Factors affecting oil and gas pricing. Suggested OER search string: “oil
and gas pricing factors diagram OER”.

e Box 2.2: Market-driven vs regulated pricing. Created for instructional purposes.

e Figure 2.5: Determinants of energy demand. Suggested OER search string: “energy
demand determinants diagram OER”.

e Box2.3: Demand patterns in the power sector. Created for instructional purposes.

e Figure 2.6: Oil and gas demand segments. Suggested OER search string: “oil and
gas demand segments diagram OER”.

o Table 2.2: Effects of demand fluctuations. Created for instructional purposes.

e Figure 2.7: Determinants of energy supply. Suggested OER search string: “energy
supply determinants diagram OER”.

e Box 2.4: Supply.characteristics in the power sector. Created for instructional
purposes:

o Figure 2.8:0il and gas supply characteristics. Suggested OER search string: “oil and
gas supply characteristics diagram OER”.

¢ Table 2.3: Supply disruptions and effects. Created for instructional purposes.

Al Prompts Used for Suggested Illustrations Prompts such as “Create a diagram
showing determinants of energy demand” were included to guide future Al-generated
illustrations.

General References

e Course content derived entirely from the provided document: Mkt 422: Energy
Marketing (2 Units C: LH 30).

¢ No external copyrighted text was reproduced.
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Series 3: Industry Structure and Marketing Across the
Upstream, Midstream, and Downstream Sectors

Part 1: Overview of the Oil and Gas Industry Structure
1.1 Meaning and importance of industry structure

1.2 Overview of the upstream, midstream, and downstream sectors
1.3 Interrelationships among the three sectors

Part 2: Marketing in the Upstream Sector

2.1 Key activities in the upstream sector

2.2 Marketing considerations in exploration and production

2.3 Stakeholder engagement and contract negotiation in‘the upstream sector

Part 3: Marketing in the Midstream Sector
3.1 Key activities in the midstream sector
3.2 Marketing challenges in transportation and storage

3.3 Regulatory and logistical considerations.in midstream marketing

Part 4: Marketing in the Downstream Sector
4.1 Key activities in the downstream sector
4.2 Product distribution and retail marketing

4.3 Branding, pricing, and customer service in downstream operations

Introduction

The oil and gas industry is organised into three major sectors: upstream, midstream, and
downstream. Each sector performs distinct activities that contribute to the overall
movement of petroleum products from exploration to final consumption. Understanding
how these sectors operate, and how marketing functions within each one, is essential for
anyone working in energy marketing. This Series introduces you to the structure of the
industry and explains how marketing principles are applied across the upstream,
midstream, and downstream segments.

The aim of this Series is to help you understand the roles, activities, and marketing
considerations that define each sector of the oil and gas value chain. You will begin with an
overview of the industry structure and the interrelationships among the three sectors.
Next, you will explore marketing in the upstream sector, focusing on exploration,
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production, and stakeholder engagement. Afterwards, you will examine marketing in the
midstream sector, including transportation, storage, and regulatory considerations.
Finally, you will study marketing in the downstream sector, where product distribution,
branding, pricing, and customer service play central roles.

Series Learning Outcomes

Upon completing this Series, you should be able to:

SLO 3.1 explain the meaning and importance of industry structure in the oil and gas sector,
SLO 3.2 describe the roles and activities of the upstream, midstream, and downstream
sectors,

SLO 3.3 analyse the interrelationships among the three sectors of the oil and gas value

chain,

SLO 3.4 identify key marketing considerations in the upstream sector;

SLO 3.5 explain marketing challenges and opportunities in the midstream sector,

SLO 3.6 describe marketing activities in the downstream sector, including distribution and
retailing, and

SLO 3.7 evaluate the role of branding, pricing, and customer service in downstream
marketing.

3.1 Overview Of The Oil And Gas Industry Structure

The oil and gas industry is organised into three major sectors that work together to move
petroleum resources from exploration to final consumption. In this Part, you will explore
the meaning and importance of industry structure, gain an overview of the upstream,
midstream, and downstream sectors, and examine how these sectors depend on one
another. This.understanding provides the foundation for analysing marketing activities
across the value chain.

3.1.1 Meaning and importance of industry structure

Industry structure refers to the way an industry is organised in terms of its key activities,
participants, and functional segments. In the oil and gas sector, industry structure helps
define who does what, how value is created, and how products move from the point of
extraction to the final consumer.

Aclear industry structure is important because it supports coordination, investment
planning, regulatory oversight, and marketing strategy. For example, marketers must
understand where their organisation sits within the value chain to design appropriate
pricing, communication, and distribution strategies.

-
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Diagram showing the three major sectors of the oil and gas industry Figure 3.1: Basic
structure of the oil and gas industry

Figure 3.1: Basic structure of anil gas industry
Exploring the Upstream, Midstream & Downshoan Sectors

1. Upstream 2. Midstream 3. Downtrean
* Exploration & Production * Processing & Storage * Marketing & Distribution
* Oil & Gas Extraction ‘ * Refined Products
» Offhsore Rigs / . * Transportation (Pipelines, ’ * Retail (Gas Stations)
Wellheads Tankers)

N/ 4
From Resource Extraction to Consumer Products OER
Open Educational Resource

Fillin the blank: Industry structure describes how an industry is in terms of
activities and participants.

3.1.2 Overview of the upstream, midstream, and downstream sectors

The oil and gas industry is divided into three broad sectors, each performing distinct but
interconnected functions.
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Upstream, defined as the segment responsible for exploration and production, focuses on
locating petroleum deposits and extracting crude oil and natural gas. Activities include
seismic surveys, drilling, and well completion.

Midstream, defined as the segment responsible for transportation and storage, moves
crude oil and natural gas from production sites to refineries or export terminals. Activities
include pipeline operations, shipping, and storage management.

Downstream, defined as the segment responsible for refining and marketing, converts
crude oilinto finished products such as petrol, diesel, kerosene, and lubricants, and
delivers them to consumers through retail outlets and distribution networks.

Box 3.1: Summary of the three sectors

Box 3.1: Summary of the three sectors

Oil and gas value chain overview

Upstream: m

e Exploration (seiemic surveys, drilling)
e Production (extraction, well operations)

Midstream: H &
» Transportation (pipelines, tankers, rail)
e Storage terminals, tanks)

Downsthewn: Bl

e Refining (crude to products)
» Distribution (logistics, wholesale
e Marketing & Retail (gas stations)

~OER

Open Educational Resource  §
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Fillin the blank: The downstream sector focuses on refining crude oil and delivering

products to consumers.

3.1.3 Interrelationships among the three sectors

Although each sector has distinct responsibilities, they are closely interdependent.
Upstream activities determine the volume of crude oil and gas available for midstream
transportation. Midstream operations ensure that these resources reach refineries'and
markets efficiently. Downstream activities depend on both upstream supply and
midstream logistics to meet consumer demand.

A disruption in one sector can affect the entire value chain. For example, if upstream
production declines, midstream pipelines may operate below capacity, and downstream
refineries may face shortages. Similarly, if midstream infrastructure fails, downstream
marketers may struggle to maintain product availability.

-
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Flow diagram showing interconnections among upstream, midstream, and downstream
sectors Figure 3.2: Interrelationships in the oil and gas value chain

Figure 3.2: Interrelationships in the Oil and Gas
Gas Value Chain
Interconnctions Among Upstream & Dowstrown Sectors
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Fillin the blank: A disruption in one sector can affect the entire chain.
Pilot questions 3.1

1. What term describes how an industry is organised in terms of activities and
participants?

2. Which sector is responsible for exploration and production?
3. Whatis the main function of the midstream sector?
)
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4. What does the downstream sector convert crude oil into?

5. Why are the three sectors considered interdependent?

3.2 Marketing In The Upstream Sector

The upstream sector is the starting point of the oil and gas value chain. It involves locating
petroleum resources, drilling wells, and producing crude oil and natural gas. Marketing in
this sectoris unique because it deals with high-value commodities, long project.cycles,
and complex stakeholder relationships. In this Part, you will explore the key activities inthe
upstream sector, the marketing considerations that guide exploration and'production, and
the importance of stakeholder engagement and contract negotiation.

3.2.1 Key activities in the upstream sector

The upstream sector focuses on activities that help identify and extract petroleum
resources. These activities include exploration, defined/as the process of searching for oil
and gas deposits using seismic surveys and geological studies. Once deposits are
identified, drilling begins to access the reservoirs./After drilling, well completion prepares
the well for production.

Production involves extracting crude oil and natural gas from the reservoir and transporting
them to gathering facilities. These activities require advanced technology, skilled labour,
and significant financial investment.
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Diagram showing exploration, drilling, and production stages Figure 3.3: Key activities in
the upstream sector

Figure 3.3: Key activities in the uprssam
sector

From Geolorgical Survey to Resource Extraction
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Fillin the blank: Exploration involves searching for oil and gas deposits using
surveys and geological studies.

3.2.2 Marketing considerations in exploration and production

Marketing in the upstream sector focuses on securing investment, managing risk, and
negotiating contracts for crude oil and gas sales. One major consideration is reserve
estimation, defined as the process of determining how much recoverable oil or gas is
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available in a field. Accurate reserve estimates help marketers negotiate favourable
contracts and attract investors.

Another consideration is production cost, which influences pricing decisions. High
production costs may require higher selling prices to ensure profitability. Marketers must
also monitor global oil prices, as upstream products are often sold based on international
benchmarks.

Box 3.2: Key marketing considerations in the upstream sector

Box 3.2: Key marketing
considerations in the uprssam sector

Focusing on Resource Value & Investment

Reserve estimation: Accurate geological surveys &
resource valuation

Production cost

Production cost: Managing CAPEX/OPX,
break-even price analysis

Global price benchnarks: Following Brent/WT],
hedding strategies

Investment attraction: Farm-out deals, joint ventures,
stakeloder relations

» OER

Fillin the blank: Accurate reserve estimation helps marketers negotiate favourable
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3.2.3 Stakeholder engagement and contract negotiation in the upstream sector

Upstream operations involve multiple stakeholders, including government agencies, host
communities, investors, and service companies. Effective stakeholder engagement,
defined as the process of building positive relationships with groups affected by
operations, is essential for project success. Marketers often participate in engagement
activities to support communication and maintain goodwill.

Contract negotiation is another critical aspect. Upstream marketers negotiate agreements
such as crude oil sales contracts, joint venture arrangements, and production sharing
contracts. These negotiations require an understanding of pricing terms, delivery
schedules, and regulatory requirements.
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Diagram showing key stakeholders in upstream operations (government, communities,
investors, service companies) Figure 3.4: Stakeholders in the upstream sector

Figure 3.4: Staketoders in the uprisam sector
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Fillin the blank: Stakeholder engagement helps build positive relationships with groups
by upstream operations.

Pilot questions 3.2
1. What activity involves searching for oil and gas deposits?
2. Why is reserve estimation important in upstream marketing?
3. Name one key stakeholder in upstream operations.
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4. What type of contracts do upstream marketers negotiate?

5. How does production cost influence upstream marketing decisions?

3.3 Marketing In The Midstream Sector

The midstream sector plays a vital role in moving crude oil and natural gas from production
sites to refineries, export terminals, and storage facilities. Although midstream activities
are less visible to end users, they are essential for ensuring that downstream-operations
receive a steady and reliable supply of feedstock. In this Part, you will explore the key
activities in the midstream sector, the marketing challenges associated with
transportation and storage, and the regulatory and logistical considerations that shape
midstream marketing decisions.

3.3.1 Key activities in the midstream sector

The midstream sector focuses on the safe and efficient movement of crude oil and natural
gas. One major activity is transportation, defined as the movement of petroleum products
through pipelines, tankers, rail, or trucks. Pipelinesare the most common mode because
they allow continuous and cost-effective transport over long distances.

Another key activity is storage, which involves holding crude oil or gas in tanks, terminals,
or underground facilities until they are needed by refineries or customers. Storage helps
balance supply and demand, especially during periods of market volatility.
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Diagram showing transportation and storage activities in the midstream sector Figure 3.5:
Key activities in the midstream sector

Figure 3.5: Key activities in the midsream sector
Key Parties in Exploration in Oil & Gas Value Chain
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Fillin the blank: Pipelines are widely used in the midstream sector because they allow
continuous and cost-effective

3.3.2 Marketing challenges in transportation and storage

Marketing in the midstream sector involves managing logistical complexities and ensuring
that transportation and storage services meet customer expectations. One major
challenge is capacity limitation, defined as the restricted ability of pipelines or storage
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facilities to handle large volumes. When capacity is limited, delays may occur, affecting
downstream supply.

Another challenge is operational risk, which includes pipeline leaks, equipment failure, or
accidents. These risks can disrupt supply and damage the company’s reputation.
Marketers must communicate effectively with customers during disruptions and provide
timely updates.

Box 3.3: Common marketing challenges in the midstream sector

Box 3.3: Common marketing
challenges in the midstream sector

Focusing on Infrastricture & Logistical Hurdes

Limited pipeline or storage capacity:
Botmeclks in infrastucture can restrict flow.

Operational risks and safety
Operational risks and safety concerns:
Ensuring secure & compliant transport

High transportation costs: Fuel, maintenance
and regulatory fees.

Need for reliable scheduling and coordination:
Managing complex logistics across long distances

@ OER

Open Educational Resource

Fillin the blank: Limited pipeline or storage capacity can lead to delays that affect
supply.
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3.3.3 Regulatory and logistical considerations in midstream marketing

Midstream operations are heavily regulated because they involve the movement of
hazardous materials. Regulation, defined as government rules that guide how energy is
transported and stored, ensures safety, environmental protection, and fair access to
infrastructure. Marketers must understand these regulations to ensure compliance and
avoid penalties.

Logistical considerations also play a major role. These include scheduling pipeline
shipments, coordinating with upstream producers and downstream refineries, and
managing inventory levels. Effective logistics help reduce costs and improve customer
satisfaction.
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Flow diagram showing regulatory and logistical factors in midstream marketing Figure 3.6:

Regulatory and logistical considerations in midstream marketing

1. Regulation & |
Compliance

« Safety Standards

Influence

|
* Environmental Permits»

2. Scheduing &
Nominations

* Pipeline Batches
* Tanker Routes
* Delivery Timelines

Data Exchange

» « Terminal Operators »

Figure 3.6: Regulatory and Logistical
Considerations in Midstream Marketing
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Fillin the blank: Midstream regulation helps ensure safety and environmental

Pilot questions 3.3
1. What is the most common mode of transportation in the midstream sector?
2. Why is storage important in midstream operations?
3. Name one marketing challenge associated with midstream transportation.
4. What does regulation help ensure in midstream operations?
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5. Why must midstream marketers coordinate with both upstream and downstream
sectors?

3.4 Marketing In The Downstream Sector

The downstream sector is the final stage of the oil and gas value chain. It involves refining
crude oilinto usable products and delivering these products to consumers through
wholesale and retail channels. Because this sector interacts directly with end users,
marketing plays a central role in shaping customer experience, brand perception,and
product availability. In this Part, you will explore the key activities in the downstream
sector, the processes involved in product distribution and retail marketing, and the
importance of branding, pricing, and customer service.

3.4.1 Key activities in the downstream sector

The downstream sector focuses on converting crude oil into finished petroleum products
and making them available to consumers. One major activity is refining, defined as the
process of transforming crude oil into products such as petrol, diesel, kerosene, aviation
fuel, and lubricants. Refineries use complex processes such asdistillation, cracking, and
blending to achieve this.

Another key activity is product marketing, which involves promoting and distributing
refined products to wholesalers, retailers, and end users. Downstream companies also
manage quality control, safety standards, and compliance with environmental regulations.
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Diagram showing refining and product marketing activities Figure 3.7: Key activities in the
downstream sector

Figure 3.7
Key Activities in the Downstrem Sector
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Fillin the blank: Refining transforms crude oil into finished petroleum
3.4.2 Product distribution and retail marketing

Product distribution in the downstream sector involves moving refined products from
refineries to depots, filling stations, and industrial customers. This process relies on
pipelines, tankers, trucks, and storage terminals. Effective distribution ensures that
products are available where and when customers need them.
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Retail marketing focuses on selling petroleum products directly to consumers through
filling stations. Activities include pump operations, station branding, customer service,
and the sale of complementary products such as lubricants and convenience goods. Retail

outlets serve as the primary point of contact between downstream companies and end
users.

Box 3.4: Examples of downstream distribution and retail activities

Box 3.4: Examples of dowtntewn
distribution and retail activities

Brincing Energy Products to Consumers

Transporting products to depots and filling
stations: Using road, rail, and sea freght.

Managing storage and inventory: Ensuring stock
levels meet local demand.

Operating retail fuel stations: Providing fuel
and customer services

Selling lubrliatents and convenience items:
Diverfizing revenue streams

“ OER

Open Educational Resourc:

Fill in the blank: Retail marketing in the downstream sector takes place mainly at
stations.

3.4.3 Branding, pricing, and customer service in downstream operations
ol
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Branding is essential in the downstream sector because it helps companies differentiate
their products and build customer loyalty. Branding, defined as the use of names, colours,
symbols, and service quality to create a unique identity, influences how customers
perceive fuel quality and reliability.

Pricing is another important element. Downstream pricing may be influenced by global oil
prices, transportation costs, taxes, and competition among retail stations. Marketers must
balance profitability with affordability to remain competitive.

Customer service plays a major role in attracting and retaining customers. Friendly
attendants, clean facilities, quick service, and reliable product availability all contribute to
a positive customer experience. Many downstream companies also offer loyalty
programmes and digital payment options to enhance convenience.

-
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Diagram showing branding, pricing, and customer service as pillars of downstream
marketing Figure 3.8: Key elements of downstream marketing

Figure 3.8

Key elements of dowsnteam marketing
Building Brand Value & Customer Loyalty

@ Branding

* Brand identity & recognition
* Loyalty programs
* Corporate social responsibility (CSR)

/

\

+ Competitive pricing / \
* Promotions & discounts i

* Dynamic pricing models

Influence Influence
Downstream
fﬁ Marketing *_\
8- - T aTE )
Pricing Strategies ./ Customer Service -

« Service station experience
* Digital support & apps
* Community engagement

Customer Experience

Building Brand Equity & Market Share
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Fillin the blank: Branding helps downstream companies create a unique in the

minds of customers.

Pilot questions 3.4
1. What process transforms crude oil into finished petroleum products?
2. Where does retail marketing in the downstream sector mainly occur?
3. Name one key element of downstream marketing.
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4. What factors influence downstream pricing?

5. Why is customer service important in downstream operations?

Series Summary

This Series examined how the oil and gas industry is structured and how marketing
operates across the upstream, midstream, and downstream sectors. You began by
exploring the meaning and importance of industry structure and the roles of the three
major sectors. You also examined how these sectors depend on one another to move
petroleum resources from exploration to final consumption.

The Series then focused on marketing in the upstream sector, including exploration,
drilling, production, reserve estimation, and stakeholder engagement. You learned how
marketers support investment decisions, negotiate contracts, and manage relationships
with government agencies and host communities.

Next, you explored marketing in the midstream sector, where transportation, storage,
regulation, and logistics shape marketing decisions. You examined challenges such as
capacity limitations, operational risks, and the need for reliable scheduling.

Finally, the Series covered marketing in the downstream sector, including refining, product
distribution, retail operations, branding, pricing, and customer service. You learned how
downstream marketers interact directly with consumers and how they use branding and
service quality to build loyalty.

By completing this Series, you should now be able to demonstrate the abilities outlined in
SLOs 3.1 to 3.7, including describing the three sectors, analysing their interrelationships,
and explaining how marketing functions across the value chain.

Glossary of Terms

Branding The use of names; colours, symbols, and service quality to create a unique
identity for aicompany or product.

Downstream sector The segment responsible for refining crude oil into finished products
and deliveringthem to consumers.

Exploration The process of searching for oil and gas deposits using seismic surveys and
geological studies.

Industry structure The way an industry is organised in terms of activities, participants, and
functional segments.

Midstream sector The segment responsible for transporting and storing crude oil and
natural gas.
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Refining The process of converting crude oil into finished petroleum products such as
petrol, diesel, and kerosene.

Stakeholder engagement The process of building positive relationships with groups
affected by industry operations.

Upstream sector The segment responsible for exploration and production of crude il and
natural gas.

Concept Check Questions [Series 3]
Objective questions
1. Which sector is responsible for exploration and production? Linked to SLO 3.2

2. Whatterm describes the way an industry is organised in terms of activities and
participants? Linked to SLO 3.1

3. Which sector focuses on transportation and storage?Linked to SLO 3.2

4. What process converts crude oil into finished petroleum products? Linked to SLO
3.6

5. Which element helps downstream companies differentiate their products? Linked
toSLO 3.7

Short-answer questions

6. State one key activity in the upstream sector. Linked to SLO 3.4

7. Explain one marketing challenge in the midstream sector. Linked to SLO 3.5

8. Describe one. downstream retail marketing activity. Linked to SLO 3.6

9. Why is stakeholder engagement important in the upstream sector? Linked to SLO
3.4

10. Give one example of how the three sectors depend on one another. Linked to SLO
3.3

Long-answer questions

11. Analyse the interrelationships among the upstream, midstream, and downstream
sectors. Linked to SLO 3.3

12. Evaluate the role of branding, pricing, and customer service in downstream
marketing. Linked to SLO 3.7

Answers to Concept Check Questions [Series 3]
Objective questions
)
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1. The upstream sector
2. Industry structure

3. The midstream sector
4. Refining

5. Branding

Short-answer questions

6. Exploration, drilling, or production.

7. Capacity limitations, operational risks, or high transportation costs.

8. Operating filling stations, selling lubricants, or managing customer service.

9. It helps maintain positive relationships with communities, government agencies,

and investors.

10. Upstream production feeds midstream pipelines; midstream transport supplies
downstream refineries.

Long-answer questions
11. Basic response

The upstream sector supplies crude oiland gas to the midstream sector, which transports
and stores these resources. Theidownstream sector relies on midstream deliveries to
refine and distribute products.

11. Value-added response

Advanced learners may explain that disruptions in one sector affect the entire chain. For
example, reduced upstream production lowers midstream throughput and limits
downstream refining. They may also highlight how coordinated planning across sectors
improves efficiency and market stability.

12. Basic response

Branding helps companies differentiate their products, pricing affects competitiveness,
and customer service influences customer loyalty.

12. Value-added response

Outstanding learners may add that branding builds long-term trust, pricing must balance
global oil price movements with local competition, and customer service enhances the
retail experience through convenience, loyalty programmes, and digital payment options.

Answers to Pilot Questions [Series 3]

-
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Part 3.1
1. Industry structure
2. Upstream
3. Transportation and storage
4. Finished petroleum products
5. Value chain
Part 3.2
1. Exploration
2. Contracts
3. Government, communities, investors, or service companies
4. Crude oil sales contracts or production sharing contracts
5. It affects pricing and profitability
Part 3.3
1. Pipelines
2. ltbalances supply and demand
3. Capacity limitations or operational risks
4. Safety and environmental protection

5. To ensure smooth flow of products across the value chain

Part 3.4
1. Refining
2. Filling stations
3./ Branding, pricing, or customer service
4. Globaloil prices, taxes, transportation costs, or competition
5. Itimproves customer satisfaction and loyalty

References and Attributions [Series 3]

Note: All illustrations in this Series were represented as placeholders. The following entries
document suggested sources and prompts.

Figures, Plates, Tables, and Boxes
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e Figure 3.1: Oil and gas industry structure. Suggested OER search string: “oil and gas
industry structure diagram OER”.

e Box3.1: Summary of the three sectors. Created for instructional purposes.

e Figure 3.2: Interrelationships among sectors. Suggested OER search string: “oil and
gas value chain interrelationships diagram OER”.

e Figure 3.3: Upstream activities. Suggested OER search string: “upstream oil and gas
activities diagram OER”.

e Box 3.2: Upstream marketing considerations. Created for instructional purposes.

e Figure 3.4: Upstream stakeholders. Suggested OER search string: “upstream oil and
gas stakeholders diagram OER”.

o Figure 3.5: Midstream activities. Suggested OER search string: “midstream oil and
gas transportation storage diagram OER”.

e Box 3.3: Midstream marketing challenges. Created for instructional purposes.

e Figure 3.6: Midstream regulatory and logistical considerations. Suggested OER
search string: “midstream logistics regulation diagram OER”.

o Figure 3.7: Downstream activities. Suggested OER search string: “downstream oil
and gas activities diagram OER”.

o Box 3.4: Downstream distribution.and retail activities. Created for instructional
purposes.

e Figure 3.8: Downstream marketing elements. Suggested OER search string:
“downstream marketing elements diagram OER”.

Al Prompts Used for Suggested Illustrations Prompts such as “Create a diagram
showing refining, product marketing, and distribution” were included to guide future Al-
generated illustrations.

General References

o | Course content derived entirely from the provided document: Mkt 422: Energy
Marketing (2 Units C: LH 30).

o Noexternal copyrighted text was reproduced.

Series 4: Global Influences — Politics, Institutions,
OPEC, and the World Oil Outlook
Part 1: Political and Institutional Influences on Global Energy Markets
4.1.1 Meaning of political and institutional influences
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4.1.2 Role of governments in global energy markets

4.1.3 Influence of international institutions (e.g., IEA, World Bank, IMF)
Part 2: OPEC and Its Role in the Global Oil Market

4.2.1 Overview and objectives of OPEC

4.2.2 OPEC’s production policies and quota system

4.2.3 Impact of OPEC decisions on global oil prices

Part 3: Non-OPEC Producers and Global Market Dynamics
4.3.1 Role of major non-OPEC producers (e.g., USA, Russia, Brazil)
4.3.2 OPEC vs. non-OPEC cooperation and competition

4.3.3 Influence of shale oil and technological change

Part 4: The World Oil Outlook and Its Implications for Energy Marketing
4.4.1 Meaning and purpose of the World Oil Outlook
4.4.2 Key trends shaping future oil demand and supply

4.4.3 Implications of global outlooks for energy marketers

Introduction

Global influences play a major role in shaping the behaviour of energy markets. Political
decisions, international institutions, and the actions of major oil-producing groups such as
OPEC all contribute to fluctuations in supply, demand, and pricing. Because oilis a
globally traded commodity, events in one region can affect markets across the world.
Understanding these influences is essential for energy marketers who must anticipate
market shifts, interpret global trends, and communicate effectively with stakeholders.

This Seriesiintroduces you to the political and institutional forces that shape global energy
markets. You will explore the role of governments and international organisations, examine
the objectives and influence of OPEC, and analyse the activities of major non-OPEC
producers. The Series concludes with an examination of the World Oil Outlook and its
implications for marketing decisions. By engaging with these topics, you will gain a deeper
understanding of how global dynamics affect local energy markets and marketing
strategies.

Series Learning Outcomes (SLOs)
Upon completing this Series, you should be able to:
ol
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SLO 4.1 explain the meaning of political and institutional influences on global energy
markets,

SLO 4.2 describe the role of governments and international institutions in shaping global
oil and gas markets,

SLO 4.3 explain the objectives and influence of OPEC in the global oil market,

SLO 4.4 analyse the role of major non-OPEC producers and theirimpact on global market
dynamics,

SLO 4.5 describe the purpose and key features of the World Oil Outlook, and

SLO 4.6 evaluate the implications of global oil outlooks for energy marketing decisions.

4.1 Political And Institutional Influences On Global Energy Markets

Global energy markets do not operate in isolation. They are shaped by political decisions,
institutional frameworks, and international organisations that influence how oil and gas
are produced, priced, and traded. In this Part, youwill explore the‘'meaning of political and
institutional influences, examine the role of governments, and understand how
international institutions affect global energy markets.

4.1.1 Meaning of political and institutional influences

Political and institutional influencesrefer to the ways in which governments, policies, and
international organisations shape the behaviour of global energy markets. Political
influence includes decisions made by national governments regarding taxation, subsidies,
trade restrictions, and energy security. Institutional influence refers to the role of
organisations such as the International Energy Agency (IEA), the World Bank, and the
International Monetary Fund (IMF) in providing data, funding, and policy guidance.

These influences matter because oil and gas are strategic commodities. Political decisions
can affect production levels,investment flows, and international trade. Institutional
actions can shape market expectations and long-term planning.
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Diagram showing political and institutional influences on global energy markets Figure 4.1:
Political and institutional influences on global energy markets

Figure 4.1: Political and Institutional Influences
on Global Energy Markets

Key Forces Shaping Supply, Demand & Trade
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« Environmental Regulations Energy * |[EA (Strategic Reserves)

* Environmental Regulations Markets * UNFCC (Climate Agreements)
* Subsidies & Taxes » World Bank

* Trade Tariffs & Sanctions * Energy (Energy Investments)

Shaping Global Supply, Demand & Investment Flows
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Fillin the blank: Political and institutional influences refer to how governments and
international shape global energy markets.

4.1.2 Role of governments in global energy markets

Governments play a central role in shaping global energy markets through policies,
regulations, and strategic decisions. One major role is regulation, defined as the
establishment of rules governing exploration, production, pricing, and environmental
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protection. Governments may also impose taxes or offer subsidies to influence energy
consumption and investment.

Another important role is energy security, which involves ensuring a stable and reliable
supply of energy for national needs. Governments may diversify supply sources, build
strategic reserves, or negotiate international agreements to protect their energy interests.

Box 4.1: Examples of government influence on energy markets

Box 4.1: Examples of government
influence on energy markets

Setting production and export policies: Directly
impacts global supply levels and availability

Imposing taxes or granting subscies:
investment, and the differgy sources

Imposing taxes or granting subscies: Influntes pint, and
the competiiblisiss of different energy sources

Regulating environmental standards:
Drives the adoption of cleaner technologies and fuels

Managing strategic petroleum reserves:
Provides a buffest aupply disruptions and price spikes

D &8 ¥R

OfZ;7 Open Educational Resource

Fillin the blank: Governments often regulate exploration, production, and pricing to ensure
national energy

4.1.3 Influence of international institutions
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International institutions play a major role in shaping global energy markets by providing
data, funding, policy advice, and coordination. The International Energy Agency (IEA)
collects and publishes global energy statistics and forecasts. The World Bank and IMF
provide financial support and policy guidance to countries developing their energy sectors.

These institutions help promote transparency, stability, and cooperation. Their reports and
recommendations influence investment decisions, national policies, and market
expectations.

Diagram showing key international institutions influencing global energy markets Figure
4.2: International institutions in global energy markets

Figure 4.2: International Institutions in Global Energy Markets
Key Global Players & Their Influence
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Fillin the blank: The International Energy Agency (IEA) is known for publishing global energy
statistics and

Pilot questions 4.1

1. What term describes how governments and institutions shape global energy
markets?

Give one example of how governments influence energy markets.
What is the main role of the IEA?

Why do governments maintain strategic petroleum reserves?

a M b

How do international institutions influence investment decisions?

4.2 OPEC And Its Role In The Global Oil Market

The Organisation of the Petroleum Exporting Countries (OPEC) is one of the most
influential institutions in the global oil market. Its decisions affect global supply levels,
price stability, and investment patterns across the world. Inthis Part, you will explore the
origins and objectives of OPEC, examine how its production policies work, and understand
how its decisions influence global oil prices'and market behaviour.

4.2.1 Overview and objectives of OPEC

OPEC is an intergovernmental organisation founded in 1960 by major oil-producing
countries. Its primary objective is to coordinate and unify petroleum policies among
member countries to ensure stable oil markets, secure supply for consumers, and fair
returns for producers.

OPEC seeks to balance global oil supply and demand by adjusting production levels. This
coordination helps reduce extreme price volatility and provides a more predictable
environment for.investment in the oil sector.
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Diagram showing OPEC’s founding members and objectives Figure 4.3: Overview and
objectives of OPEC

Figure 4.3: Overview and objetives of OPEC
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Fillin the blank: OPEC was established to coordinate and petroleum policies

among member countries.
4.2.2 OPEC’s production policies and quota system

One of OPEC’s most important tools is its production quota system, defined as an agreed
limit on how much oil each member country is allowed to produce. These quotas help
regulate global supply and influence market prices.
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When global supply exceeds demand, OPEC may reduce production quotas to prevent
prices from falling sharply. Conversely, when demand rises, OPEC may increase
production to stabilise the market. These decisions are made during OPEC meetings,
where member countries review market conditions and agree on collective actions.

Box 4.2: Key features of OPEC’s production policy

Box 4.2: Key features of OPEC’s
production policy

Managing Global Oil Supply & Price Stability

Production quotas for member countries: Agreed
limits on output to mange supply

Regular meetings to assess market to
supply

Regular meetings to assess market conditions:
Monitoring demand, supply, and geoedpethial factors

Adjustments to stablise global oil prices
Responding to market fluctations

Coorrdination with non-OPEC producrers
Collaborating with allies like Russia (OPEC+)

#» OER

Open Educational Resource

Fill'in the blank: OPEC uses a production system to regulate how much oil each
member country produces.

4.2.3 Impact of OPEC decisions on global oil prices
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OPEC decisions have a significant impact on global oil prices because they directly
influence the amount of oil available on the world market. When OPEC reduces
production, global supply tightens, often leading to higher prices. When OPEC increases
production, supply expands, which can put downward pressure on prices.

These decisions also affect investment behaviour, government revenues in oil-producing
countries, and the cost of energy for consumers worldwide. Energy marketers must
monitor OPEC announcements closely because they shape market expectations and
influence pricing strategies.

Graph showing how OPEC production cuts and increases affect global oil prices Figure 4.4:
Impact of OPEC decisions on global oil prices

Figure 4.4: Impact: OPEC Decisions on Global Oil Prices
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Fillin the blank: When OPEC reduces production, global oil supply tightens and prices
often

Pilot questions 4.2
1. Whatis the main objective of OPEC?
2. Whattool does OPEC use to regulate member production levels?
3. Why does OPEC adjust production quotas?
4. How do OPEC decisions influence global oil prices?
5

. Why must energy marketers monitor OPEC announcements?

4.4.2 Key trends shaping future oil demand and supply

Several major trends influence long-term oil demand and supply projections. One
important trend is economic growth, especially in developing regions where rising
incomes increase energy consumption. Another trend is technological change, including
improvements in fuel efficiency and the growth of renewable energy.

On the supply side, investment in upstream projects, the development of new oil fields,
and the role of unconventional resources such as shale oil all shape future production
levels. Environmental policies and global efforts to reduce carbon emissions also
influence long-term demand.

Box 4.4: Key trends shaping future oil markets
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Box 4.4: Key trends shaping future oil markets

Analyzing Forces on Future Demand & Supply
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Fillinthe blank: Environmental and climate policies are expected to influence long-term oil

4.4.3 Implications of global outlooks for energy marketers

Global oil outlooks have significant implications for energy marketers. Long-term demand
projections help marketers anticipate future product needs, identify growth markets, and
planinvestment strategies. For example, rising demand in developing regions may
encourage companies to expand distribution networks or introduce new product lines.

Supply projections influence pricing strategies, contract negotiations, and risk
management. If future supply is expected to tighten, marketers may prepare for higher
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prices or increased competition. Conversely, if supply is expected to grow, marketers may
focus on differentiation and customer retention.

Marketers must also monitor global trends such as renewable energy growth and
environmental regulations, as these may shift consumer preferences and reshape market
opportunities.

Flow diagram showing how global outlooks influence marketing decisions Figure4.8:
Implications of global oil outlooks for energy marketing

Figure 4.8: Implications of global oil outlouks for energy marketing
Translating Macro Trends into Strategic Decisions
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Fillin the blank: Long-term demand projections help marketers identify future product
needs and potential markets.

Pilot questions 4.4
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1. Whatis the purpose of the World Oil Outlook?
Name one key trend shaping future oil demand.
How do environmental policies influence long-term oil markets?

Why are supply projections important for marketers?

a s~ 0B

How can global outlooks help marketers plan for future opportunities?

Series Summary

This Series examined the global influences that shape the behaviour.of oil and gas
markets. You began by exploring political and institutional influences, including the role of
governments, regulations, and international organisations such as the IEA, IMF, and World
Bank. These institutions help shape global energy policy, provide data and forecasts, and
influence investment decisions.

The Series then focused on OPEC, its objectives, and its production policies. You learned
how OPEC uses production quotas to stabilise global oil markets.and how its decisions
affect global oil prices. You also examined the relationship between OPEC and non-OPEC
producers, including cooperation through OPEC+ and competition for market share.

Next, you explored the role of major non-OPEC producers such as the United States,
Russia, Canada, Brazil, and Norway. You analysed how technological developments—
especially shale oil—have reshaped global supply dynamics and influenced OPEC’s ability
to manage prices.

Finally, the Series introduced the World Oil Outlook, highlighting its purpose, key trends
shaping future oil demand and supply, and the implications for energy marketers. By
completing this Series, you should now be able to demonstrate the abilities outlined in
SLOs 4.1 to 4.6, including explaining global influences, analysing OPEC and non-OPEC
roles, and evaluating how global outlooks affect marketing decisions.

Glossary of Terms
Energy security Government efforts to ensure a stable and reliable supply of energy.

Institutional influence The impact of international organisations on global energy markets
through data, funding, and policy guidance.

OPEC (Organisation of the Petroleum Exporting Countries) An intergovernmental
organisation that coordinates petroleum policies among member countries.

OPEC+ An alliance between OPEC and non-OPEC oil-producing countries to coordinate
production decisions.

Production quota An agreed limit on how much oil each OPEC member country is allowed
to produce.
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Shale oil Oil extracted from shale rock using hydraulic fracturing and horizontal drilling.

World Oil Outlook (WOO) OPEC’s long-term forecast of global oil demand, supply,
refining capacity, and investment trends.

Concept Check Questions [Series 4]
Objective questions

1. What term describes the influence of governments and international organisations
on global energy markets? Linked to SLO 4.1

N

. Which organisation publishes the World Oil Outlook? Linkedto SLO 4.5

w

. Whattool does OPEC use to regulate member production levels? Linked to SLO 4.3

>

What technological development significantly increased US oil production? Linked
toSLO 4.4

5. Whatis the alliance between OPEC and non-OPEC producers commonly called?
Linked to SLO 4.4

Short-answer questions
6. State one role of governments in global energy markets. Linked to SLO 4.2
7. Explain one objective of OPEC. Linked to SLO 4.3

8. Describe one reason why non-OPEC producers influence global oil markets. Linked
toSLO 4.4

9. Give one key trend shaping future oil demand. Linked to SLO 4.5
10. How can global oil outlooks help energy marketers? Linked to SLO 4.6
Long-answer questions

11. Analyse the relationship between OPEC and major non-OPEC producers in shaping
global oil markets. Linked to SLO 4.4

12. Evaluate the implications of the World Oil Outlook for long-term energy marketing
decisions. Linked to SLO 4.6

Answers to Concept Check Questions [Series 4]
Objective questions

1. Political and institutional influences

2. OPEC

3. Production quotas
o
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4. Shale oil (hydraulic fracturing and horizontal drilling)
5. OPEC+

Short-answer questions

6. Regulating production, setting taxes, offering subsidies, or managing strategic
reserves.

7. To stabilise oil markets and ensure fair returns for producers.

8. They contribute large volumes of oil and often adjust production independently of
OPEC.

9. Economic growth, technological change, renewable energy expansion, or

environmental policies.

10. They help marketers anticipate future demand, plan.investments, and adjust pricing
strategies.

Long-answer questions
11. Basic response

OPEC and non-OPEC producers influence global oil markets through cooperation and
competition. OPEC+ agreements help stabilise supply, while independent production by
non-OPEC countries can increase competition and affect prices.

11. Value-added response

Advanced learners may explain that OPEC’s coordinated production cuts can be offset by
rising output from non-OPEC producers; especially shale oil producers who respond
quickly to price changes. They may also highlight how geopolitical factors and
technological developments shape the balance of power between these groups.

12. Basic response

The World Oil Outlook provides long-term forecasts that help marketers plan for future
demand, supply, and pricing conditions.

12.Value-added response

Outstanding learners may add that the WOO influences investment decisions, guides
strategic planning, and helps marketers anticipate shifts in consumer behaviour,
regulatory changes, and technological developments. They may also discuss how
environmental policies and renewable energy trends affect long-term marketing strategies.

Answers to Pilot Questions [Series 4]

Part4.1
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1. Political and institutional influences

2. Taxes, subsidies, regulations, or production policies

3. Publishing global energy statistics and forecasts

4. Toensure energy security

5. By shaping expectations and guiding policy decisions
Part4.2

1. To coordinate petroleum policies and stabilise markets

2. The production quota system

3. To balance global supply and demand

4. Reduced supply raises prices; increased supply lowers prices

5. Because OPEC decisions affect global prices and market expectations
Part4.3

1. USA, Russia, Canada, Brazil, or Norway

2. OPEC+

3. They produce large volumes and adjust output independently

4. Shale oil technology

5. Shale producers caniincrease output when prices rise, reducing OPEC’s influence
Part4.4

1. To provide long-term forecasts for global oil markets
Economic growth, technology, renewables, or environmental policies
They reduce long-term demand

They help anticipate future supply conditions and pricing

g «w B

By identifying growth markets and planning long-term strategies

References and Attributions [Series 4]

Note: All illustrations in this Series were represented as placeholders. The following entries
document suggested sources and prompts.

Figures, Boxes, and Diagrams

e Figure 4.1: Political and institutional influences. Suggested OER search string:
“political institutional influences energy markets diagram OER”.
P

she-o) LA-NET | ONLINE LEARNING VIDEO PLATFORM FOR POST-SECONDARY & HIGHER INSTITUTION STUDENTS



e Box4.1: Government influence examples. Created for instructional purposes.

o Figure 4.2: International institutions. Suggested OER search string: “international
institutions energy markets diagram OER”.

e Figure 4.3: OPEC overview. Suggested OER search string: “OPEC objectives
diagram OER”.

e Box4.2: OPEC production policy. Created for instructional purposes.

o Figure 4.4: OPEC decisions and prices. Suggested OER search string: “OPEC
decisions oil price impact graph OER”.

e Figure 4.5: Non-OPEC producers. Suggested OER search string: “major non<OPEC
oil producers map OER”.

e Box4.3: OPEC-non-OPEC interactions. Created for instructional purposes.

e Figure 4.6: Shale oil dynamics. Suggested OER search string: “shale oil production
price response diagram OER”.

e Figure 4.7: World Oil Outlook components. Suggested OER search string: “World Oil
Outlook components diagram OER”.

e Box4.4: Future oil market trends. Created forinstructional purposes.

o Figure 4.8: Marketing implications of global outlooks. Suggested OER search string:
“oil outlook marketing implications diagram OER”.

General References

e Course content derived entirely from the provided document: Mkt 422: Energy
Marketing (2 Units'C: LH 30).

e No external copyrighted text was reproduced.

Series 5: Energy Products and Contractual Frameworks
in Production and Marketing

Part 1: Overview of Energy Products in the Oil and Gas Industry
5.1.1 Meaning and classification of energy products

5{1.2 Characteristics of crude oil, natural gas, and refined products

5.1.3 Market uses and value drivers of key energy products

Part 2: Contractual Frameworks in Energy Production

5.2.1 Meaning and purpose of contractual frameworks
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5.2.2 Types of upstream contracts (e.g., concession agreements, production sharing
contracts, joint ventures)

5.2.3 Rights, obligations, and risk-sharing in production contracts

Part 3: Contractual Frameworks in Energy Marketing

5.3.1 Sales and purchase agreements for crude oil and natural gas
5.3.2 Pricing terms, delivery conditions, and quality specifications

5.3.3 Contract negotiation and performance management in marketing
Part 4: Legal, Regulatory, and Commercial Considerations
5.4.1 Regulatory requirements affecting energy contracts

5.4.2 Compliance, transparency, and dispute resolution

5.4.3 Commercial risks and mitigation strategies in energy contracting

Introduction

Energy products such as crude oil, natural gas, and refined petroleum products form the
foundation of the global energy industry. These products differ in their characteristics,
uses, and market value, and understanding them'is essential for effective energy
marketing. Alongside the products themselves, contractual frameworks play a central role
in governing how energy is produced, sold, and delivered. Contracts define rights,
obligations, pricing terms, delivery conditions, and risk-sharing arrangements among
parties involved in energy/production and marketing.

This Series introduces you to the major energy products in the oil and gas industry and the
contractual frameworks that support their production and marketing. You will begin by
examining the meaning, classification, and characteristics of key energy products. Next,
you will explore the contractual arrangements used in upstream production, including
concession agreements, production sharing contracts, and joint ventures. The Series then
examines contractualframeworks in energy marketing, focusing on sales and purchase
agreements, pricing terms, and delivery conditions. Finally, you will study the legal,
regulatory, and commercial considerations that influence energy contracting, including
compliance, transparency, and risk management.

Series Learning Outcomes (SLOs)
Upon completing this Series, you should be able to:

SLO 5.1 explain the meaning and classification of major energy products in the oil and gas
industry,

)
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SLO 5.2 describe the characteristics and market uses of crude oil, natural gas, and refined
products,

SLO 5.3 explain the meaning and purpose of contractual frameworks in energy production,
SLO 5.4 identify and describe major types of upstream production contracts,

SLO 5.5 analyse key contractual terms in energy marketing, including pricing and delivery
conditions,

SLO 5.6 explain regulatory and legal requirements affecting energy contracts; and

SLO 5.7 evaluate commercial risks and mitigation strategies in energy contracting.

5.1 Overview Of Energy Products In The Oil And Gas Industry

Energy products form the backbone of the oil and gas industry. They include crude oil,
natural gas, and a wide range of refined petroleum products used in transportation, power
generation, manufacturing, and household applications. Understanding these products is
essential for energy marketers because each product has unique characteristics, market
uses, and value drivers. In this Part, you will explore the meaning and classification of
energy products, examine the characteristics of major oil and gas products, and analyse
the factors that determine their market value.

5.1.1 Meaning and classification of energy products

Energy products refer to the various forms of oil, gas, and refined petroleum products that
are produced, processed, and marketed within the energy industry. These products can be
classified into three major categories:

e Primary energy products, defined as raw energy sources extracted directly from
the earth, suchas crude oil and natural gas.

 Secondary energy products, which are refined or processed products such as
petrol,diesel, kerosene, LPG, and lubricants.

e Associated energy products, including by-products such as sulphur, petroleum
coke, and natural gas liquids (NGLs).

This classification helps marketers understand product flows across the value chain and
identify the markets in which each product is used.
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Diagram showing classification of energy products (primary, secondary, associated) Figure
5.1: Classification of energy products

Figure 5.1: Classification of Energy Products
Categoriging Primary, Secondary & Associated Resources

1. Primary Energy & 2. Secondary Energy g

* Crude Oil & Natural Gas » Refined Petroleum Products
(from reservors) (Gasoline, Diesel)

* Coal (extracted) « Electricity

* Renewable Energy (e.g, Solar, Wind) * Processed Natural Gas (LNG)

Energy
Products

Natural State — — Processed/Converted

3. Associated Energy @)

* Associated Gas (with oil production)

* Sulphur & Other By-products
(from refining)

OER

)
Understanding the Energy Value Chain

Fillin the blank: Primary energy products include raw materials such as crude oil and
gas.

5.1.2 Characteristics of crude oil, natural gas, and refined products

Each major energy product has distinct physical and chemical characteristics that
influence its market value and end-use applications.

-
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Crude oil varies in density and sulphur content. Light, sweet crude is easier to refine and
therefore more valuable, while heavy, sour crude requires more complex refining
processes.

Natural gas is a clean-burning fuel composed mainly of methane. It is transported through
pipelines or liquefied into LNG for long-distance shipping. Natural gas is used for power
generation, industrial heating, and household cooking.

Refined products such as petrol, diesel, kerosene, aviation fuel, and LPG are produced
through refining processes. Each product has specific quality standards and market uses.

Box 5.1: Examples of refined petroleum products

Box 5.1: Examples of refined
petroleum products

Versatile Products Derived from Crude Oil

Dﬁ Petrol (motor fuel):
Main fuel for gasoline engines

e

5 Diesel: Fuel for heavy-duty vehicles, industrial
machinery & power generation

% Kerosene: Used for jet fuel (Av-Gas),
oy heating & lighting in some regions

LPG (Liqueued Petroleum Gas): Common for
cooking, heating & autogas

4‘i—r Lubrcants: Essential for reducing friction in
0 & in engines & industrial equipment

@ OER

Open Educational Resourc
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Fillin the blank: Light, sweet crude oil is more valuable because it is easier to
5.1.3 Market uses and value drivers of key energy products

Energy products derive their market value from factors such as demand, quality,
availability, and processing requirements. For example, petrol and diesel are high-value
products because they are widely used in transportation. Natural gas is valued for its
efficiency and lower environmental impact compared to other fossil fuels.

Value drivers include:
e Quality, such as API gravity for crude oil or calorific value for natural gas
e Demand patterns, influenced by economic activity and seasonal factors

+ Refining complexity, which affects the cost of converting crude oil into usable
products

¢ Logistics and infrastructure, including pipelines, storage, and transportation
networks

Understanding these value drivers helps marketers design pricing strategies, negotiate
contracts, and identify profitable market segments.
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Diagram showing value drivers for energy products (quality, demand, refining complexity,
logistics) Figure 5.2: Value drivers of energy products

Figure 5.2: Value drivers of energy products

REFINING \
COMPLEXITY /

Diagram showing value drivers for energy products (quality,
refining complexity, logistics).

Fillin the blank: Energy product value is influenced by factors such as quality, demand,
and refining

Pilot questions 5.1
1. What are primary energy products?
2. Give one example of a refined petroleum product.
3. Why s light, sweet crude more valuable than heavy, sour crude?

ol
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4.
5.

What is natural gas mainly composed of?

Name one factor that influences the market value of energy products.

5.2 Contractual Frameworks In Energy Production

Energy production involves significant financial investment, technical complexity, and
long-term risk. To manage these factors, governments and oil companies rely on
contractual frameworks that define rights, responsibilities, and revenue-sharing
arrangements. These contracts determine how petroleum resources are explored,
developed, and produced. In this Part, you will explore the meaning and purpose of
contractual frameworks, examine major types of upstream production contracts, and
analyse how rights, obligations, and risks are shared among parties.

5.2.1 Meaning and purpose of contractual frameworks

A contractual framework refers to the legal and commercial structure that governs the
relationship between a host government and an oil companyinvolved in exploration and
production. These frameworks outline how resources will be developed, how costs and
revenues will be shared, and how risks will be managed.

The purpose of contractual frameworks includes:

Providing clarity and stability for long-terminvestments
Defining ownership of resources and produced hydrocarbons

Allocating financial, technical, and operational responsibilities

Diagram showing key elements of a contractual framework (ownership, revenue sharing,
responsibilities, risk allocation) Figure 5.3: Key elements of contractual frameworks in

-
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energy production

Figure 5.3: Key elements of contrucial frameworks
in energy production

. OWNORSHIP

)

CONTRACTUAL
FRAMEWORK IN REVENUE
ENERGY PRODUCTION SHARING

Diagram showing key elements of a contrucal framewark (quality,
(owerlship, revenue sharing, risk alloation).

Fillin the blank: A contractual framework defines how resources will be developed and
how costs and will be shared.

5.2.2 Types of upstream contracts

Upstream petroleum contracts vary across countries, but three major types are widely
used:

1. Concession Agreements

ol
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A concession agreement grants an oil company the right to explore, develop, and produce
petroleum resources in exchange for taxes, royalties, and fees. The company typically
owns the produced oil, subject to payment obligations.

2. Production Sharing Contracts (PSCs)

A production sharing contract allows the oil company to recover its costs from a portion
of production (known as cost oil), while the remaining production (profit oil) is shared
between the company and the government according to agreed percentages.

3. Joint Venture (JV) Agreements

A joint venture involves shared ownership and operation of petroleum assets between the
government (often through a national oil company) and one or more private companies.
Costs, risks, and profits are shared based on equity participation.

Box 5.2: Summary of major upstream contract types
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Box 5.2: Summary of
major uprsam contract types

Concession agreements:
e Company pays roylaties and taxes;
e Owns produced oil

Production sharing contracts:
 Cost oil + profit oil sharing

Joint ventures:
» Shared ownership, shared risks, shared profits.

Figure 5.4: Major uprstam contract types

Fillinthe blank:In-arproduction sharing contract, the company recovers its costs from a
portion of production known as oil.

5.2.3 Rights, obligations, and risk-sharing in production contracts

Each type of upstream contract allocates rights, obligations, and risks differently. Key
elements include:

¢ Rights: Access to the contract area, the right to explore and produce, and
entitlement to a share of production.

e Obligations: Work commitments, environmental compliance, payment of royalties
or taxes, and reporting requirements.
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¢ Risk-sharing: Allocation of geological risk, financial risk, and operational risk
between the government and the company.

For example, in concession agreements, the company bears most of the risk. In PSCs, the
government retains ownership of the resource, while the company recovers costs and
shares profits. In joint ventures, risks and rewards are shared proportionally.

Diagram comparing risk-sharing across concession, PSC, and JV contracts Figure 5.4:
Risk-sharing in upstream contracts

Figure 5.4: Risk-sharing in uprstem contracts
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CONCERSION PRODUCTION SHARING JOINT
AGREEMENTS CONTRACTS VENTURES

Diagram comparing risk-sharing in concession agreements, PSCS, and joint ventures.

Fillin the blank: In joint venture agreements, risks and rewards are shared based on
participation.

Pilot questions 5.2
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1. Whatis the purpose of a contractual framework in energy production?
Name one type of upstream petroleum contract.
In a PSC, what term describes the portion of production used to recover costs?

Who typically bears most of the risk in a concession agreement?

a s~ 0B

What determines how risks and profits are shared in a joint venture?

5.3 Contractual Frameworks In Energy Marketing

Energy marketing involves the sale, purchase, and delivery of crude oil, natural gas, and
refined petroleum products. Because these transactions often involve large volumes, long
distances, and significant financial risk, they are governed by detailed contractual
frameworks. These contracts define pricing terms, delivery conditions, quality
specifications, and performance obligations. In this Part,you will explore the major types
of marketing contracts, examine key contractual terms, and understand how negotiation
and performance management support successful energy marketing.

5.3.1 Sales and purchase agreements for crude oil and natural gas

The most common contractual instrumentsin energy marketing are Sales and Purchase
Agreements (SPAs). These agreements specify the terms under which crude oil, natural
gas, or refined products are sold from one party to another.

Crude Oil SPAs
Crude oil SPAs typically include:
e Product description (grade, API gravity, sulphur content)
¢ Quantity anddelivery schedule
¢ Pricing formula (often linked to international benchmarks such as Brent or WTI)
e Delivery terms (FOB, CIF, etc.)
Natural Gas SPAs

Natural gas SPAs may involve pipeline gas or Liquefied Natural Gas (LNG). They often
include:

e Contracted volumes (daily, monthly, or annual)
e - Take-or-pay obligations
e Heating value and quality specifications

e Delivery point and transportation arrangements

)
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Diagram showing components of crude oil and natural gas SPAs Figure 5.5: Key
components of Sales and Purchase Agreements

Figure 5.5: Key components of Sales and Purchase Agreements (SPA )

PRODUCT
DESCRIPTION

SALES AND
PURCHASE

AGREEMENTS
(SPAS)

QUALITY
SPECIFICATIONS

DELIVERY
TERMS

Diagram showing product description, pricing andality specifcations as key
components of crude oil and natural gas SPAs.

Fill in the blank: Sales and Purchase Agreements specify the terms under which energy
products are and delivered.

5.3.2 Pricing terms, delivery conditions, and quality specifications

Energy marketing contracts include several key terms that determine how transactions are
executed.

1. Pricing Terms

Pricing may be based on:
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Benchmark pricing, linked to Brent, WTI, or Henry Hub
Formula pricing, which adjusts for quality differences

Fixed or negotiated prices, used in some LNG contracts

2. Delivery Conditions

Delivery terms are often defined using Incoterms, such as:

FOB (Free on Board): Buyer takes responsibility once the product is loaded

CIF (Cost, Insurance, and Freight): Seller covers cost and transport to the buyer’s
port

3. Quality Specifications

Contracts specify product quality to ensure consistency and protect both parties.
Examples include:

API gravity and sulphur content for crude oil
Heating value and moisture content for natural gas

Octane rating for petrol

Box 5.3: Examples of key contractual terms in energy marketing

-

Do)

LA-NET | ONLINE LEARNING VIDEO PLATFORM FOR POST-SECONDARY & HIGHER INSTITUTION STUDENTS



Box 5.3: Examples of key
contrucial terms in energy marketing

Benchmark-linked pricing

FOB or CIF delivery terms

Quality specifications for crude oil and gas
Penatlies for off-specfication products

Figure 5.6: Major energy marketing contract terms

Fillinthe blank: Delivery terms such as FOB and CIF are defined using international
rules.

5.3.3 Contract negotiation and performance management in marketing

Successful energy marketing requires effective negotiation and ongoing contract
management.

Contract Negotiation
Negotiation involves agreeing on:
e Price formulas

-
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e Delivery schedules

¢ Paymentterms

+ Riskallocation

e Penalties for non-performance

Negotiators must understand market conditions, product characteristics, and the needs of
both parties.

Performance Management

After a contract is signed, performance must be monitored to ensurecompliance. This
includes:

e Tracking deliveries and volumes

e Verifying product quality

¢ Managing documentation (invoices, shipping documents, certificates)
¢ Resolving disputes or delays

Effective performance managementbuilds trust and supports long-term business
relationships.
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Flow diagram showing negotiation > contract signing > performance monitoring > dispute
resolution Figure 5.6: Contract negotiation and performance management process

Figure 5.6: Contract negotation and performance management process

- CONTRACT PERFORMANCE DISPUTE
NESOTATION SIGNING MONITORING # RESOLUTION

1 S

Flow diagram showing negotation, contract signing, and jeformance resolution as key steps

in contract management.

Fillin the blank: Performance management involves tracking deliveries, verifying quality,
and resolving

Pilotquestions 5.3

1.

2.
3.

)

Do)

What is the purpose of a Sales and Purchase Agreement?

Name one pricing method used in energy marketing contracts.

What does FOB mean in delivery terms?
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4. Why are quality specifications important in marketing contracts?

5. Whatis one activity involved in contract performance management?

5.4 Legal, Regulatory, And Commercial Considerations

Energy contracts operate within a complex legal and regulatory environment. Because oil
and gas transactions involve high value, cross-border movement, and long-term
commitments, companies must comply with national laws, international regulations, and
commercial standards. In this Part, you will explore the regulatory requirements that affect
energy contracts, examine the importance of compliance and dispute resolution, and
analyse the commercialrisks involved in energy contracting and how they can be
mitigated.

5.4.1 Regulatory requirements affecting energy contracts

Energy contracts are shaped by a range of legal and regulatory requirements designed to
ensure transparency, safety, and fair competition. These requirements may include:

e Licensing and permitting, which govern exploration, production, and marketing
activities

« Environmental regulations, which set standards for emissions, waste
management, and environmental protection

e Fiscalregulations, including royalties, taxes, and reporting obligations

e International trade rules, which govern cross-border movement of crude oil,
natural gas, and refined products

Regulatory compliance is essential because violations can lead to fines, contract
termination, or reputational damage.
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Diagram showing key regulatory requirements (licensing, environmental rules, fiscal
terms, trade rules) Figure 5.7: Regulatory requirements affecting energy contracts

Figure 5.7: Regulatory requirements
afefrenirgy contracts

/‘\

=
.

Diagram showing licensing, envirormental regulations, fiscal terms as
regulatory requirements affecting energy contracts

Fillin the blank: Environmental regulations set standards for emissions, waste
management, and protection.

5.4.2 Compliance, transparency, and dispute resolution

Compliance and transparency are essential for maintaining trust between contracting
parties and ensuring that agreements are executed fairly.

Compliance
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Compliance involves adhering to all legal, regulatory, and contractual obligations. This
includes accurate reporting, timely payments, and meeting operational standards.

Transparency

Transparency helps prevent corruption and promotes accountability. Many countries
require companies to disclose payments to governments or publish contract terms:

Dispute Resolution

Disputes may arise over pricing, delivery delays, quality issues, or contractinterpretation.
Common dispute-resolution mechanisms include:

Negotiation, where parties attempt to resolve issues amicably
Mediation or arbitration, often used in international contracts

Litigation, typically a last resort due to cost and time

Box 5.4: Common dispute-resolution mechanisms

-
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Box 5.4: Common dispute-relolution mechanisms

Common dispute-resolution mechanisms

* Negotiation
e Arbiiration
* Litiigation

Figure 5.8: Dispute resolution mechanisms in energy contracts

Fillinthe blank: Arbitration is commonly used in international contracts because it is faster
and more than litigation.

5.4.3 Commercial risks and mitigation strategies in energy contracting

Energy contracts involve several commercial risks that must be identified and managed
effectively.

Key Commercial Risks

e Pricerisk: Fluctuations in global oil and gas prices

¢ Volume risk: Inability to deliver contracted quantities
ol
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e Creditrisk: Counterparty failure to pay
e Operationalrisk: Equipment failure, accidents, or supply disruptions
e Politicalrisk: Changes in government policy or instability
Mitigation Strategies
e Hedging, using financial instruments to manage price risk
e Insurance, covering operational or political risks
« Diversification, spreading supply sources or customer base
¢ Robust contract terms, including penalties, guarantees, and performance clauses

« Due diligence, assessing the financial and operational capacity of counterparties
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Diagram showing commercial risks and corresponding mitigation strategies Figure 5.8:
Commercial risks and mitigation strategies in energy contracting

Figure 5.8: Commercial risks and mitiglation
strategies in energy contracting

COMMERCIAL RISKS MITIGATION STRATEGIES

w Hedging, fixed-price contracts

Take-or-pay clauses,
flexible supply
Guarantees, letters of
of credit
Operational Risk pontlgenany plans,
insurance
o : Investment treaties,
Political Risk political risk insurance

Diagram showing price, volume, risks's with matching mitidation strategies in
in energy contracting.

Fillin the blank: Hedging is a strategy used to manage exposure to fluctuations in
prices.

Pilot questions 5.4
1. Name one regulatory requirement that affects energy contracts.

2. Why is transparency important in energy contracting?

-
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3. What dispute-resolution method is commonly used in international energy
contracts?

4. Give one example of a commercial risk in energy contracting.

5. What strategy can be used to manage price risk?

Series Summary

This Series explored the major energy products in the oil and gas industry and the
contractual frameworks that govern their production and marketing. You began by
examining the meaning, classification, and characteristics of key energy.products,
including crude oil, natural gas, and refined petroleum products. You also analysed the
factors that determine their market value, such as quality, demand, refining complexity,
and logistics.

The Series then introduced the contractual frameworks used in energy production. You
studied concession agreements, production sharing contracts, and joint ventures, and
learned how rights, obligations, and risks are allocated between governments and oil
companies. These frameworks provide the legal and commercial foundation for
exploration and production activities.

Next, you explored contractual frameworks in'energy marketing, focusing on Sales and
Purchase Agreements (SPAs) for crude oil'and natural gas. You examined pricing terms,
delivery conditions, quality specifications, and the processes of contract negotiation and
performance management.

Finally, the Series addressed the legal; regulatory, and commercial considerations that
influence energy contracting. You learned about regulatory requirements, compliance and
transparency, dispute-resolution mechanisms, and commercial risks such as price
volatility, credit risk, and operational disruptions. You also explored strategies for
mitigating these risks, including hedging, insurance, diversification, and robust contract
terms.

By completing this Series, you should now be able to demonstrate the abilities outlined in
SLOs5.1105.7, including explaining energy products, describing production and
marketing contracts, and evaluating legal and commercial considerations in energy
contracting.

Glossary of Terms

Associated energy products By-products of oil and gas processing, such as sulphur,
NGLs, and petroleum coke.

Concession agreement A contract granting an oil company the right to explore and
produce petroleum in exchange for royalties, taxes, and fees.
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Cost oil The portion of production allocated to an oil company to recover exploration and
production costs under a PSC.

Incoterms International commercial terms that define delivery responsibilities between
buyers and sellers.

Joint venture (JV) A shared ownership arrangement between a government and private
companies for petroleum operations.

Primary energy products Raw energy sources extracted directly from the earth; such as
crude oil and natural gas.

Production sharing contract (PSC) A contract in which the governmentretains ownership
of petroleum while the company recovers costs and shares profits.

Sales and Purchase Agreement (SPA) A contract specifying the terms for selling and
delivering crude oil, natural gas, or refined products.

Concept Check Questions [Series 5]
Objective questions
1. What are primary energy products? Linked to SLO 5.7

2. Which contract type allows companies to recover costs through “cost oil”? Linked
toSLO 5.4

3. Whatis the purpose of a Sales and Purchase Agreement? Linked to SLO 5.5

4. Which delivery term'means the buyer takes responsibility once the productis
loaded? Linked to SLO 5.5

5. What strategy is commonly used to manage price risk in energy contracting? Linked
toSLO 5.7

Short-answer questions

6. State one characteristic of light, sweet crude oil. Linked to SLO 5.2

7. Name one type of upstream petroleum contract. Linked to SLO 5.4

8. Why are quality specifications important in energy marketing contracts? Linked to
SLO 5.5

9. Give one example of a regulatory requirement affecting energy contracts. Linked to
SLO 5.6

10. Describe one commercialrisk in energy contracting. Linked to SLO 5.7

Long-answer questions
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11.

Compare concession agreements, production sharing contracts, and joint ventures

in terms of ownership, risk, and revenue sharing. Linked to SLO 5.4

12.

Evaluate the importance of pricing terms, delivery conditions, and performance

management in energy marketing contracts. Linked to SLO 5.5

Answers to Concept Check Questions [Series 5]

Objective questions

1.

2
3
4.
5

Raw energy sources such as crude oil and natural gas

Production sharing contracts (PSCs)

To define the terms under which energy products are sold and delivered
FOB (Free on Board)

Hedging

Short-answer questions

6. Itis easier to refine and therefore more valuable.

7. Concession agreement, PSCj or jointventure.

8. They ensure product consistency and protect both parties from off-specification
deliveries.

9. Licensing, environmentalregulations, fiscal rules, or trade requirements.

10. Price risk, volume risk; credit risk, operational risk, or political risk.

Long-answer questions

11. Basic response

Concession agreements give.companies ownership of produced oil and place most risks
on the company. PSCs allow cost recovery and profit sharing, with the government
retaining ownership. Joint ventures involve shared ownership, shared risks, and shared
profits.

11. Value-added response

Advanced learners may explain that concession agreements favour investor autonomy but
expose companies to high geological and financial risks. PSCs balance risk by allowing
cost recovery and structured profit sharing. Joint ventures promote national participation
and capacity building but require strong coordination. Each framework reflects a country’s
policy goals and investment climate.

12. Basic response
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Pricing terms determine how products are valued, delivery conditions define
responsibilities, and performance management ensures compliance with contract
obligations.

12. Value-added response

Outstanding learners may add that benchmark-linked pricing reduces uncertainty,
Incoterms clarify risk transfer, and performance management prevents disputesby
tracking volumes, quality, and documentation. Effective contract management
strengthens business relationships and reduces commercial risk.

Answers to Pilot Questions [Series 5]
Part 5.1
1. Raw energy sources such as crude oil and natural gas
2. Petrol, diesel, kerosene, LPG, or lubricants
3. ltis easiertorefine
4. Methane
5. Quality, demand, refining complexity, or logistics
Part 5.2
1. To define rights, responsibilities, and revenue sharing
2. Concession agreement, PSC, or jointventure
3. Costoil
4. The oilcompany
5. Equity participation
Part 5.3
1./To specify theterms for selling and delivering energy products
2. Benchmark pricing, formula pricing, or fixed pricing
3. Buyer takes responsibility once the product is loaded
4. To ensure product consistency and protect both parties
5. Tracking deliveries, verifying quality, or resolving disputes
Part5.4
1. Licensing, environmental rules, fiscal regulations, or trade rules

2. It promotes accountability and prevents corruption
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3. Arbitration
4. Pricerisk, creditrisk, operationalrisk, etc.

5. Hedging

References and Attributions [Series 5]

Note: Allillustrations in this Series were represented as placeholders. The following entries
document suggested sources and prompts.

Figures, Boxes, and Diagrams

e Figure 5.1: Classification of energy products. Suggested OER search string: “energy
product classification oil gas diagram OER”.

e Box5.1: Refined petroleum products. Created for instructional purposes.

e Figure 5.2: Value drivers of energy products. Suggested OER search string: “energy
product value drivers diagram OER”.

e Figure 5.3: Contractual framework elements. Suggested OER search string: “energy
production contractual framework diagram OER”.

e Box5.2: Upstream contract types. Created forinstructional purposes.

o Figure 5.4: Risk-sharing in upstream contracts. Suggested OER search string: “risk
sharing upstream petroleum contracts diagram OER”.

e Figure 5.5: SPA components. Suggested OER search string: “crude oil natural gas
SPA components diagram OER?”.

e Box5.3: Key contractual terms. Created for instructional purposes.

e Figure 5.6: Contract negotiation and performance management. Suggested OER
search'string: “contract negotiation performance management diagram OER”.

o Figure 5.7: Regulatory requirements. Suggested OER search string: “energy contract
regulatory requirements diagram OER”.

e Box5.4:Dispute-resolution mechanisms. Created for instructional purposes.

o Figure 5.8: Commercial risks and mitigation strategies. Suggested OER search
string: “energy contract risk mitigation diagram OER”.

General References

e Course content derived entirely from the provided document: Mkt 422: Energy
Marketing (2 Units C: LH 30).

e No external copyrighted text was reproduced.
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