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Balancing Profitability and Sustainability
The global energy sector is undergoing profound change as policymakers, consumers, investors, and civil society demand accelerated decarbonisation and net-zero emissions (Adebayo, Esiri, Ikevuje, & Kwakye, 2024).  For over a century, international oil companies (IOCs) such as Shell have operated primarily within a fossil fuel-based business model. Under mounting regulatory and societal pressure, Shell has publicly committed to becoming a net-zero emissions energy business by 2050 (Shell, 2026).
However, this strategy coexists with continued investment in oil and liquefied natural gas (LNG) production, creating a strategic tension between short-term profitability and long-term sustainability commitments. Critics argue that Shell’s net-zero commitments outpace substantive investments in clean energy, leading to accusations of greenwashing and potential misalignment between corporate rhetoric and action (Berrêdo, Santos, Abdo, Macedo, & Losekann, 2024). Moreover, shareholder resolutions in 2025 questioned whether the firm’s LNG strategy contradicts its stated climate targets (Furness, 2025).
This problem of the business’s long term carbon goals and its short term profit goals is significant because it touches on core elements of strategic management, organisational change, stakeholder governance, and corporate reputation. If Shell fails to align its strategic positioning with credible decarbonisation pathways, it risks long-term competitive disadvantage, legal challenges, reputational damage, and loss of investor confidence. Such misalignment directly impacts corporate strategy and financial performance, given the energy industry’s central role in global carbon emissions and the impending regulatory tightening around climate disclosure and sustainability performance (Dongo & Relvas, 2025).
Research Aim, Objectives and Questions
Research Aim
To critically examine how Shell balances short-term profitability and long-term sustainability within its energy transition strategy.
Research Objectives
1. To analyse Shell’s publicly stated energy transition and climate strategy.
2. To evaluate the alignment between Shell’s capital allocation and its long-term decarbonisation commitments.
3. To explore stakeholder pressures influencing strategic decision-making at Shell.
4. To assess organisational challenges Shell is encountering in implementing its energy transition strategy.
Research Questions
1. How effectively does Shell align its capital allocation with its net-zero commitments?
2. What role do internal and external stakeholder pressures play in shaping Shell’s strategic decisions?
3. What organisational barriers hinder Shell’s implementation of energy transition initiatives?
4. How does the strategic tension between profitability and sustainability influence Shell’s long-term competitiveness?

Critical Literature Review
Energy Transition and the Strategic Dilemma in Oil and Gas Firms
The global transition toward low-carbon energy systems presents what many scholars describe as an existential strategic dilemma for international oil companies (IOCs). Research in Energy Research & Social Science and Business Strategy and the Environment suggests that traditional oil and gas firms face structural lock-in due to sunk costs, technological path dependency, and organisational capabilities built around hydrocarbon extraction (Halttunen, Slade, & Staffell, 2023) (Dongo & Relvas, 2025).
While many IOCs, including Shell, have adopted net-zero pledges, the literature questions whether these commitments represent substantive transformation or incremental diversification. Halttunen, et al., (2023) argue that oil majors tend to pursue “portfolio balancing” rather than systemic transition, maintaining fossil fuel investments while selectively expanding renewable operations. This strategy reflects risk hedging rather than full business model reinvention.
However, critics argue that such balancing may delay necessary transformation and expose firms to transition risk, including stranded assets and regulatory penalties (Dimitriou, Sartzetaki, Karagkouni, & Efstratiou, 2025). The central tension therefore lies between exploitation of existing fossil-fuel assets and exploration of renewable capabilities, a dilemma consistent with the theory of strategic ambidexterity (Tushman & III, 2013).
This literature highlights a key ambiguity: whether IOCs are strategically repositioning themselves as integrated energy companies or merely adapting incrementally while preserving core fossil-fuel profitability.

Stakeholder Theory and Competing Pressures
Freeman, et al., (1984) stakeholder theory posits that firms must balance the interests of multiple stakeholder groups rather than prioritising shareholders exclusively. In the context of climate transition, Shell faces intense and conflicting stakeholder demands:
· Institutional investors seeking stable returns
· Activist shareholders demanding accelerated decarbonisation
· Governments imposing climate regulations
· Civil society groups advocating fossil fuel phase-out
Research suggests that firms often respond differently to various stakeholder groups depending on power, legitimacy, and urgency. In capital-intensive sectors like oil and gas, investors typically retain dominant influence due to financial dependency structures.
Berger-Schmitz, et al., (2023) finds that firms adopt net-zero strategies partly in response to reputational and institutional pressures, but the depth of implementation varies significantly. Some organisations pursue symbolic compliance to maintain legitimacy, while others integrate sustainability more deeply into governance structures.
This creates an analytical question relevant to Shell:
Is its energy transition strategy shaped primarily by long-term strategic repositioning, or by legitimacy-seeking behaviour under stakeholder pressure?
The literature suggests that stakeholder responsiveness does not automatically translate into structural transformation. This inconsistency forms an important foundation for this research.
Institutional Theory and Legitimacy
Institutional theory provides further explanatory power. DiMaggio & Powell, (1983) argue that organisations become increasingly similar due to coercive, mimetic, and normative pressures. In the climate governance context:
· Coercive pressures arise from regulation and litigation.
· Normative pressures stem from ESG expectations and sustainability norms.
· Mimetic pressures encourage imitation of competitors adopting net-zero commitments.
Oil companies have increasingly aligned their language with climate norms, but research indicates a potential decoupling between discourse and practice. Si, et al., (2023) demonstrates that climate communications by fossil fuel companies often emphasise future technological solutions while maintaining present fossil fuel investments.
This phenomenon, frequently described as greenwashing, refers to discrepancies between sustainability rhetoric and operational realities. However, scholars caution against oversimplification. Vieira, et al., (2023) argues that large energy firms face genuine technological and infrastructural constraints that complicate rapid transformation.
Therefore, the literature reveals a tension between two interpretations:
1. Climate commitments as symbolic legitimacy management
2. Climate commitments as constrained but genuine strategic evolution
This study seeks to assess which interpretation better explains Shell’s strategic alignment.

Strategic Ambidexterity and Organisational Tension
The concept of strategic ambidexterity (Nieto-Rodriguez, 2014) is particularly relevant. Ambidextrous organisations must simultaneously exploit existing competencies while exploring new capabilities. For Shell, this involves:
· Exploiting profitable oil and gas operations
· Exploring renewable energy investments
· Managing resource allocation conflicts
However, research by multiple sources such as (Kassotaki, 2019) and (Raisch, Birkinshaw, Probst, & Tushman, 2009) shows that ambidexterity is difficult to sustain in highly capital-intensive industries. Existing structures, performance metrics, and incentive systems often prioritise short-term financial returns over long-term exploration.
Organisational change literature further highlights cultural resistance within legacy divisions. Fossil fuel divisions may resist capital reallocation to renewables, particularly where performance evaluation systems reward traditional output metrics.
Therefore, while ambidexterity offers a theoretical solution, the literature suggests practical limitations in execution.
Corporate Sustainability and Financial Performance
A significant debate in the literature concerns the relationship between performance and financial outcomes. Some scholars argue that sustainability investments enhance long-term firm value by reducing regulatory risk and improving stakeholder trust (Eccles, Ioannou, & Serafeim, 2014). Others contend that sustainability initiatives can reduce short-term profitability due to high capital expenditure and uncertain returns.
In oil and gas sectors, the evidence is mixed. Some of the evidence finds that diversification into renewables may reduce exposure to carbon risk but does not necessarily compensate for declining fossil fuel margins (Pickl, 2019). Meanwhile, investor reactions to strategic shifts often depend on market conditions and geopolitical dynamics.
This suggests that Shell’s strategic dilemma is not merely ethical but deeply financial and operational. The balancing act between shareholder value maximisation and sustainability commitments remains structurally embedded in its governance framework.
Identified Research Gap
The reviewed literature provides strong theoretical explanations for energy transition challenges, stakeholder pressures, and ambidexterity. However, three key gaps emerge
The first identified gap is that much of the existing literature examines energy transition strategies across the oil and gas industry rather than focusing on the internal strategic alignment.
The second identified gap is the limited integration between stakeholder theory and organisational change theory in research on energy transition.
The third identified gap concerns the limited analysis of whether capital allocation decisions align with corporate sustainability commitments.
This research addresses these gaps by conducting a focused case study on Shell, integrating stakeholder theory, institutional theory, and strategic ambidexterity to evaluate the alignment between stated commitments and strategic implementation.
Research Methodology and Research Design
Research Approach
This research adopts a qualitative case study approach focusing on Shell’s documented strategy, investor communications, sustainability reports, and external stakeholder feedback. Qualitative inquiry is justified because the study seeks to understand complex, context-dependent organisational phenomena that cannot be readily quantified, such as strategic decisions, stakeholder influence, and cultural barriers.
Data Collection
Secondary Data Sources
· Shell’s annual reports and sustainability disclosures (2019–2025) (Shell, 2026)
· Industry and regulatory reports on energy transition. 
· Academic journal articles identified through Google Scholar. 
· Reputable media coverage of strategic shifts and shareholder resolutions.
Sampling Strategy
Purposive sampling will be employed to select documents and publications directly relevant to Shell’s energy transition strategy, prioritising recent (last five years) and peer-reviewed academic research.
Ethical Considerations
As the study relies primarily on publicly available documents and secondary data, ethical risks are minimal. Interview data, if collected, will observe anonymity and informed consent.

Business Relevance and Practical Implications
5.1 Use for the organisation
The findings of this research could provide valuable insights for strategic decision-making at Shell plc and similar organisations operating in carbon-intensive industries. As global energy markets increasingly shift toward low-carbon systems, companies must balance financial performance with sustainability commitments. Understanding how Shell manages this tension can help identify whether its current strategy effectively aligns long-term environmental objectives with short-term profitability requirements. This insight may support managers in evaluating whether existing investment decisions and corporate policies are consistent with the organisation’s stated climate goals.
5.2 Recommendations
From a strategic perspective, the research could highlight potential gaps between sustainability commitments and actual capital allocation decisions. If inconsistencies are identified, the study may recommend improvements in strategic planning processes, including clearer integration of environmental targets into corporate governance and investment frameworks. For example, Shell could strengthen transparency in reporting sustainability performance, adjust capital expenditure priorities toward renewable energy technologies, or introduce internal policies that better incentivise low-carbon innovation.
The research also has implications for stakeholders such as investors, policymakers, and environmental organisations. A clearer understanding of how large energy companies implement transition strategies can inform more effective regulatory frameworks and investment decisions. Additionally, the findings may contribute to broader discussions on corporate responsibility and sustainable development in the energy sector.
5.3 Contribution to Academic and Professional Understanding
Finally, this research contributes to the researcher’s professional development by enhancing skills in applied business research, strategic analysis, and critical evaluation of organisational practices. These competencies are essential for future careers in management, consulting, and sustainability strategy, where evidence-based decision-making plays a crucial role in addressing complex business challenges.
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