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CHAPTER 1: INTRODUCTION

1.1 Introduction
 
This systematic literature review is being conducted to 
examines the relationship between profitability and sustainability at Shell PLC, focusing on the company’s shift from fossil fuels toward renewable/sustainable energy. Sustainability means meeting present needs without harming the ability of future generations to meet theirs. In business, it involves balancing economic performance, environmental responsibility, and social impact. For Shell, this means reducing carbon emissions, investing in cleaner energy sources such as wind, solar, hydrogen, and biofuels, and still maintaining strong financial returns for shareholders. The studies objective will be to assess whether Shell’s sustainability strategy supports long-term profitability and sustainability or creates a trade-off between environmental goals and financial performance. It will analyse secondary data from Shell’s annual reports, sustainability disclosures, academic journals, and industry reports to explore how the company’s investments and policies affect revenue, profit, and competitiveness. The research will focus on the UK context while considering Shell’s global operations, and no primary data collection will be required.


1.2 Background
Climate change has become a central issue influencing global business strategy, government policy, and international economic development (Dongo & Relvas, 2025). The Paris Agreement (United Nations, 2026) and other international environmental frameworks have intensified pressure on organisations to reduce carbon emissions and support sustainable development objectives (Adebayo, et al., 2024). The energy sector plays a particularly important role in this transition because fossil fuel industries contribute significantly to global greenhouse gas emissions.

Historically, international oil companies such as Shell, BP, ExxonMobil, and TotalEnergies have operated within highly profitable fossil fuel-based business models (Halttunen, et al., 2023). These organisations developed their operational structures, technologies, and corporate strategies around oil and gas production for decades. However, increasing climate awareness and stricter environmental regulations have forced energy companies to reconsider their long-term strategic direction (Setzer & Higham, 2025)

Shell has positioned itself as one of the leading companies pursuing energy transition initiatives. The company has announced targets to reduce operational emissions, increase renewable energy investments, and achieve net-zero emissions by 2050 (Shell, 2026). Shell has also expanded into renewable electricity generation, electric vehicle charging infrastructure, hydrogen technologies, and carbon capture projects (Shell, 2026).

Despite these developments, Shell continues to rely heavily on oil and gas revenues to maintain profitability and shareholder returns. In recent years, the organisation has continued investing in LNG expansion and hydrocarbon extraction projects while simultaneously promoting sustainability commitments (Furness, 2025). This creates a strategic contradiction between environmental responsibility and financial performance.

Sustainability refers to the ability to meet present needs without compromising the ability of future generations to meet their own needs, integrating environmental protection, social responsibility, and economic performance into organisational decision-making (Brundtland, 1987). Within the energy sector, sustainability has become a critical strategic priority due to increasing concerns regarding climate change, greenhouse gas emissions, resource depletion, and environmental degradation. For multinational energy companies such as Shell, sustainability primarily focuses on environmental sustainability, which involves reducing carbon emissions, supporting decarbonisation, investing in renewable energy technologies, and contributing towards global net-zero objectives.

The challenge of balancing sustainability with profitability has become increasingly important due to growing stakeholder expectations. Investors demand stable financial returns while environmental groups and governments pressure organisations to accelerate decarbonisation efforts. Furthermore, consumers increasingly expect organisations to demonstrate ethical and environmentally responsible behaviour. Failure to effectively manage these competing pressures could result in reputational damage, legal challenges, loss of investor confidence, and long-term competitive disadvantages.

Despite the growing body of literature on corporate sustainability, energy transition, and climate change management, there remains a significant gap in understanding how major oil and gas companies effectively balance sustainability commitments with the need to maintain profitability. Existing studies have extensively examined energy transition at an industry level and have explored the environmental impacts of fossil fuel companies; International Energy Agency 2023; Intergovernmental Panel on Climate Change 2023; Frank W Geels 2014; Sovacool 2016 however, relatively limited research has focused specifically on how Shell aligns its publicly stated net-zero ambitions with its actual strategic decisions, investment priorities, and operational activities. While researchers have analysed Shell's sustainability reports, climate commitments, and renewable energy investments, there is still debate regarding whether these initiatives represent genuine organisational transformation or are primarily intended to maintain legitimacy among stakeholders.

Furthermore, much of the current literature examines sustainability, stakeholder pressure, or financial performance independently rather than investigating how these factors interact within a single organisation. This dissertation therefore addresses an important research gap by providing a focused examination of Shell's energy transition strategy through the perspectives of stakeholder theory, institutional theory, and strategic ambidexterity. The topic is particularly important because Shell is one of the world's largest energy companies and plays a significant role in global efforts to reduce carbon emissions while continuing to meet energy demand. Understanding how Shell manages the tension between profitability and sustainability provides valuable insight into the wider challenges facing multinational energy organisations during the transition to a low-carbon economy. The findings of this research will contribute to existing leadership and management literature by enhancing understanding of strategic decision-making, organisational change, and sustainability implementation within a highly complex and rapidly evolving industry.

The global transition towards a low-carbon economy has created significant strategic challenges for multinational energy companies, particularly those whose business models have historically depended on fossil fuel production. Shell has publicly committed to achieving net-zero emissions by 2050 while continuing to invest substantially in oil and gas exploration and liquefied natural gas (LNG) projects. This has generated ongoing debate among investors, policymakers, environmental organisations and academics regarding whether the company's sustainability commitments are genuinely reflected in its strategic decisions and capital allocation. 
Addressing this problem is important because the findings will contribute to a better understanding of how multinational energy companies manage the tensions associated with energy transition while maintaining financial performance and long-term competitiveness.

1.3 Research Aim
The primary aim of this research is:
To critically examine how Shell balances short-term profitability and long-term sustainability within its energy transition strategy.

1.4 Research Objectives
To achieve the research aim, the following objectives have been developed:
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.
5. To evaluate the implications of balancing profitability and sustainability for Shell’s long-term competitiveness.

1.5 Research Questions
This study seeks to answer the following 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?
 

1.6 Chapter Summary
This chapter introduced the dissertation by outlining the growing strategic importance of balancing profitability and sustainability within the global energy industry. The chapter outlined the strategic tension faced by Shell due to a growing climate change concerns, regulatory developments and stakeholder expectations have created significant challenges. The chapter established the research problem by highlighting the apparent contradiction between Shell's commitment to achieving net-zero emissions by 2050 and its continued reliance on profitable oil and gas operations.

The chapter also presented the research aim, objectives and questions, which provide the foundation for investigating how Shell manages the strategic tension between short-term financial performance and long-term sustainability. Furthermore, the significance of the study was discussed by identifying a gap in the existing literature regarding the alignment between Shell's sustainability commitments, capital allocation decisions and strategic implementation.





CHAPTER 2: Literature Review


  
2.1 Introduction
This chapter critically reviews the existing academic literature relating to the strategic tension between profitability and sustainability within the energy industry. The chapter examines theoretical perspectives including stakeholder theory, institutional theory, organisational ambidexterity, and sustainability management. Furthermore, the review analyses literature concerning energy transition strategies, stakeholder pressures, corporate legitimacy, organisational barriers, and financial implications associated with sustainability transformation in the oil and gas sector.

The purpose of the literature review is to establish a strong theoretical and conceptual foundation for the research while identifying key gaps in existing academic knowledge. The chapter also demonstrates how the current study contributes to leadership and management literature through a focused analysis of Shell’s energy transition strategy.

2.2 Energy Transition and the Strategic Dilemma in the Oil and Gas Industry

Sovacool (2016) describes energy transition as a long-term structural transformation in which societies replace fossil fuel-based energy systems with cleaner and more sustainable alternatives. He argues that energy transitions involve technological innovation, political change, economic restructuring, and social adaptation rather than simply replacing one energy source with another. According to Dongo & Relvas (2025), energy transition has become one of the most significant strategic challenges facing the oil and gas industry because fossil fuel organisations must adapt to changing environmental regulations, technological innovation, and stakeholder expectations.

Historically, IOC’s developed highly profitable business models based on hydrocarbon extraction, refining, and distribution. These organisations invested heavily in infrastructure, technologies, and operational capabilities specifically designed for fossil fuel production. As a result, oil and gas companies became structurally dependent on traditional energy systems and developed organisational cultures closely aligned with fossil fuel profitability.

However, climate change concerns and increasing global commitment toward decarbonisation have intensified pressure on organisations to transition toward sustainable energy alternatives. International agreements such as the Paris Agreement have established long-term environmental objectives requiring substantial reductions in greenhouse gas emissions. Consequently, energy companies are now expected to contribute to sustainability goals while maintaining energy security and economic performance.

Halttunen, Slade & Staffell, (2023) argue that international oil companies face a strategic dilemma because they must simultaneously exploit existing fossil fuel assets while exploring renewable energy opportunities. This creates a conflict between maintaining current profitability and investing in uncertain long-term sustainability initiatives. The authors describe this challenge as a process of where organisations attempt to diversify energy investments without abandoning profitable hydrocarbon operations.

Several studies suggest that oil majors such as Shell, BP, and TotalEnergies have adopted gradual transition strategies rather than complete business model transformation. According to (Pickl, 2019), many international oil companies continue prioritising fossil fuel revenues while selectively investing in renewable technologies such as wind energy, hydrogen, electric vehicle infrastructure, and carbon capture systems.

Critics argue that such strategies may delay meaningful environmental progress because organisations remain financially dependent on fossil fuel extraction. Dimitriou et al., (2025) explain that continued investment in hydrocarbon expansion may expose companies to transition risks including stranded assets, stricter regulations, reputational damage, and declining investor confidence. This suggests that organisations may experience increasing tension between immediate shareholder expectations and long-term sustainability objectives.

The literature demonstrates that energy transition is not simply a technological issue but also a strategic leadership and organisational challenge. Oil companies must redesign corporate strategies, restructure investment priorities, and manage internal resistance while responding to external stakeholder pressures. These challenges are particularly significant for Shell because the organisation publicly positions itself as a leader in sustainability transition while continuing substantial investment in fossil fuel activities. Furthermore, the transition process involves high levels of uncertainty. Renewable technologies require significant capital expenditure, long-term infrastructure development, and uncertain financial returns. Consequently, organisational leaders may hesitate to rapidly abandon profitable oil and gas operations despite increasing environmental pressure.

The existing literature therefore highlights a major strategic contradiction within the oil and gas industry. While organisations publicly support sustainability objectives and net-zero targets, their operational structures and financial dependence on hydrocarbons often limit the pace of transformation. This contradiction forms an important foundation for understanding Shell’s strategic balancing between profitability and sustainability.



2.3 Stakeholder Theory and Corporate Sustainability
R. Edward Freeman’s stakeholder theory provides one of the most widely used theoretical frameworks for understanding organisational decision-making within sustainability contexts. Freeman, et al., (1984) define stakeholders as individuals or groups that can affect or are affected by organisational activities. Stakeholder theory argues that organisations should consider the interests of multiple stakeholder groups rather than focusing exclusively on shareholder profits. Within the energy sector, organisations such as Shell face competing pressures from various stakeholder groups including investors, governments, environmental activists, consumers, employees, and local communities. These stakeholders often possess conflicting expectations regarding sustainability, profitability, and energy security. Investors typically prioritise financial performance, stable dividends, and long-term profitability. However, institutional investors increasingly incorporate environmental, social, and governance (ESG) criteria into investment decisions. According to Berger-Schmitz, et al., (2023), many investors now expect energy companies to demonstrate credible sustainability strategies and measurable carbon reduction initiatives.

Environmental organisations and climate activists exert pressure on oil companies to accelerate decarbonisation and reduce fossil fuel investments. Campaigns targeting Shell and other oil majors frequently criticise organisations for continuing hydrocarbon expansion while publicly promoting sustainability commitments. These criticisms have contributed to growing debates surrounding corporate greenwashing. Governments also play a significant stakeholder role through climate policies, environmental regulations, and carbon reduction targets. Increasing regulatory pressure forces organisations to adapt operational practices and invest in cleaner technologies. Failure to comply with environmental regulations may result in legal penalties, financial risks, and reputational damage. Consumers increasingly expect organisations to demonstrate ethical and environmentally responsible behaviour. Corporate reputation and sustainability performance now influence purchasing decisions and public trust. Consequently, organisations face pressure to communicate sustainability commitments effectively while maintaining operational credibility.

Freeman et al. (1984) argue that organisations must balance stakeholder interests to achieve long-term success. However, balancing these interests becomes highly challenging when stakeholder demands directly conflict. For example, shareholders may prioritise short-term profitability while environmental groups demand rapid fossil fuel reduction. The literature suggests that stakeholder influence depends on factors such as power, legitimacy, and urgency. Stakeholders possessing greater financial or political influence often shape organisational decisions more significantly than weaker stakeholder groups. Within capital-intensive industries such as oil and gas, investors typically maintain substantial influence because organisations depend heavily on shareholder capital. Berger-Schmitz et al. (2023) found that many organisations adopt sustainability strategies partly to maintain legitimacy and stakeholder confidence rather than achieving genuine transformation. Some firms implement symbolic sustainability initiatives designed to improve public image without significantly changing core business operations.

This creates an important analytical question regarding Shell’s sustainability strategy:
Is Shell pursuing genuine strategic transformation or responding symbolically to stakeholder pressure? 

The literature demonstrates that stakeholder pressure significantly influences corporate sustainability strategies. However, existing research also highlights inconsistencies between sustainability communication and operational implementation. This gap is particularly relevant when examining Shell’s energy transition strategy.



2.4 Institutional Theory and Organisational Legitimacy

Institutional theory provides additional insight into why organisations adopt sustainability practices and climate commitments. DiMaggio & Powell, (1983) argue that organisations become increasingly similar over time due to institutional pressures arising from regulations, professional norms, and competitive imitation.

Institutional theory identifies three primary forms of organisational pressure:
1. Coercive pressures
2. Mimetic pressures
3. Normative pressures

Coercive pressures emerge through government regulations, legal requirements, and policy frameworks. Within the energy sector, climate regulations and carbon reduction targets create pressure for organisations to reduce emissions and adopt sustainable practices. Mimetic pressures occur when organisations imitate competitors perceived as successful or legitimate. As major oil companies publicly announce net-zero commitments and renewable investments, competitors may adopt similar strategies to maintain legitimacy and competitive positioning. Normative pressures arise from professional expectations, industry standards, and social values. Growing environmental awareness and sustainability expectations encourage organisations to align with broader societal norms relating to climate responsibility.

Institutional theory suggests that organisations often adopt sustainability practices to maintain legitimacy rather than achieve substantial operational change. Legitimacy refers to the perception that organisational activities are socially acceptable and aligned with stakeholder expectations. Several scholars argue that climate communication strategies among oil companies may represent legitimacy management rather than genuine transformation. Si, et al., (2023) found that fossil fuel companies frequently emphasise future renewable investments while continuing substantial fossil fuel operations. This phenomenon is commonly described as greenwashing. Greenwashing refers to organisational attempts to present environmentally responsible images without implementing meaningful sustainability practices (Tateishi, 2018). Critics argue that some oil companies use sustainability reporting and net-zero pledges primarily to improve public reputation and reduce stakeholder criticism.

However, other researchers caution against oversimplifying energy transition challenges. Vieira, et al., (2023) explain that large-scale transformation within the oil and gas sector involves substantial technological, financial, and infrastructural limitations. Transitioning from fossil fuel dependency toward renewable energy systems requires long-term investment, organisational restructuring, and technological development.

Therefore, institutional theory highlights two possible interpretations of Shell’s sustainability strategy:
Sustainability commitments as symbolic legitimacy management.
Sustainability commitments as genuine but constrained strategic transformation.

This distinction is highly important because it influences how stakeholders evaluate Shell’s credibility and long-term competitiveness.

Institutional theory also explains why sustainability communication has become increasingly standardised across the energy sector. Many oil companies now use similar terminology relating to net-zero emissions, carbon neutrality, and sustainable development. This similarity suggests that organisations may adopt common sustainability narratives to maintain legitimacy within changing institutional environments. The literature therefore demonstrates that institutional pressures significantly shape corporate sustainability strategies. However, existing studies provide limited understanding regarding the extent to which Shell’s operational and financial decisions genuinely align with its climate commitments.

2.5 Strategic Ambidexterity and Organisational Tension

The theory of strategic ambidexterity provides an important framework for understanding how organisations attempt to balance competing strategic priorities, particularly during periods of significant environmental and technological change. Michael L. Tushman and Charles A. O'Reilly III 2013 define organisational ambidexterity as the ability of an organisation to simultaneously exploit its existing capabilities while exploring new opportunities for future growth. They argue that long-term organisational success depends on balancing these two activities rather than focusing exclusively on either operational efficiency or innovation. Organisations that rely solely on exploitation may achieve short-term profitability but risk becoming obsolete as market conditions evolve, whereas organisations that focus only on exploration may struggle to generate sufficient financial returns to sustain innovation.

Within the context of the oil and gas industry, ambidexterity refers to organisations attempting to maintain profitable fossil fuel operations while investing in renewable energy and sustainability innovation. This dual strategic approach is highly relevant to Shell because the organisation continues generating significant profits from oil and gas activities while publicly committing to energy transition initiatives.

Strategic ambidexterity involves balancing two distinct organisational activities:
1. Exploitation – maximising efficiency and profitability within existing operations.
2. Exploration – developing innovative technologies, processes, and future opportunities.

For Shell, exploitation involves continuing oil and gas production, LNG expansion, and hydrocarbon investments. Exploration involves renewable energy projects, hydrogen technologies, electric vehicle infrastructure, and carbon reduction initiatives. According to Raisch, et al., (2009), ambidextrous organisations face major managerial and organisational challenges because exploitation and exploration often require different structures, cultures, and performance systems. Traditional fossil fuel operations prioritise efficiency, operational stability, and financial performance. Renewable innovation, however, involves experimentation, uncertainty, and long-term investment horizons. These differences create internal tensions regarding resource allocation, organisational priorities, and leadership decisions.

Kassotaki, (2019) explains that ambidexterity becomes particularly difficult within highly capital-intensive industries because organisations/stakeholders often prioritise investments generating immediate financial returns. Fossil fuel projects generally provide more predictable profitability than renewable investments, making it difficult for organisations to rapidly shift capital toward sustainability initiatives. Additionally, organisational cultures developed around fossil fuel operations may resist transformational change. Employees and managers within traditional business divisions may perceive renewable investments as threats to established operational structures and financial performance.

Research also suggests that performance measurement systems within oil companies often prioritise short-term profitability rather than long-term sustainability objectives. Consequently, managers may experience pressure to maintain fossil fuel revenues even when sustainability strategies require reduced hydrocarbon dependency. Despite these challenges, ambidexterity offers potential strategic advantages. Organisations capable of effectively balancing exploitation and exploration may achieve long-term adaptability and competitive resilience during industry transformation. The literature therefore highlights ambidexterity as both a strategic opportunity and a managerial challenge. However, limited research specifically examines how Shell manages organisational tensions associated with balancing profitability and sustainability objectives.

2 .6 Corporate Sustainability and Financial Performance

One of the most debated topics within sustainability literature concerns the relationship between environmental responsibility and financial performance. Scholars continue debating whether sustainability investments enhance or reduce long-term organisational profitability. Some researchers argue that sustainability initiatives improve competitive advantage, corporate reputation, stakeholder trust, and long-term financial resilience. Eccles, et al., (2014) found that organisations with strong sustainability practices often demonstrate superior long-term financial performance compared with less sustainable competitors. Supporters of sustainability integration argue that environmental responsibility reduces exposure to regulatory risks, litigation, reputational damage, and climate-related operational disruptions. Furthermore, sustainability investments may attract environmentally conscious investors and consumers.

Within the energy sector, renewable investments may also create opportunities for future growth as global demand for low-carbon energy increases. Organisations that adapt successfully to sustainability trends may strengthen long-term market positioning. However, other scholars argue that sustainability transformation creates substantial financial challenges, particularly within carbon-intensive industries such as oil and gas. Renewable technologies require large-scale capital expenditure, infrastructure development, and long investment horizons with uncertain returns. According to Pickl (2019), renewable energy operations often generate lower short-term profitability compared with traditional oil and gas activities. Consequently, organisations may struggle to satisfy shareholder expectations while simultaneously increasing sustainability investments. This challenge becomes particularly significant during periods of high oil and gas prices when hydrocarbon operations generate exceptional financial returns. Under such conditions, organisational leaders may prioritise fossil fuel expansion to maximise shareholder value.




	Date
	ULSP
Pump price in pence/litre
	ULSD
Pump price in pence/litre
	ULSP
Duty rate in pence/litre
	ULSD
Duty rate in pence/litre
	ULSP
VAT percentage rate
	ULSD
VAT percentage rate

	05/01/2026
	134.9
	144.19
	52.95
	52.95
	20
	20

	12/01/2026
	133.43
	142.63
	52.95
	52.95
	20
	20

	19/01/2026
	132.64
	141.82
	52.95
	52.95
	20
	20

	26/01/2026
	132
	141.26
	52.95
	52.95
	20
	20

	02/02/2026
	131.62
	140.82
	52.95
	52.95
	20
	20

	09/02/2026
	131.46
	140.72
	52.95
	52.95
	20
	20

	16/02/2026
	131.6
	141.46
	52.95
	52.95
	20
	20

	23/02/2026
	131.71
	141.46
	52.95
	52.95
	20
	20

	02/03/2026
	132.14
	142.15
	52.95
	52.95
	20
	20

	09/03/2026
	135.67
	149.01
	52.95
	52.95
	20
	20

	16/03/2026
	140.28
	158.78
	52.95
	52.95
	20
	20

	23/03/2026
	144.16
	166.88
	52.95
	52.95
	20
	20

	30/03/2026
	148.78
	176.52
	52.95
	52.95
	20
	20

	06/04/2026
	154.65
	186.75
	52.95
	52.95
	20
	20

	13/04/2026
	158.17
	192.14
	52.95
	52.95
	20
	20

	20/04/2026
	157.62
	191.24
	52.95
	52.95
	20
	20

	27/04/2026
	156.99
	189.81
	52.95
	52.95
	20
	20

	04/05/2026
	156.82
	188.79
	52.95
	52.95
	20
	20

	11/05/2026
	156.81
	188.14
	52.95
	52.95
	20
	20

	18/05/2026
	157.39
	186.56
	52.95
	52.95
	20
	20

	25/05/2026
	158.78
	185.07
	52.95
	52.95
	20
	20

	01/06/2026
	158.74
	184.11
	52.95
	52.95
	20
	20

	08/06/2026
	157.95
	181.79
	52.95
	52.95
	20
	20

	15/06/2026
	155.54
	176.71
	52.95
	52.95
	20
	20

	22/06/2026
	153.26
	172.47
	52.95
	52.95
	20
	20

	29/06/2026
	151.02
	167.12
	52.95
	52.95
	20
	20

	06/07/2026
	149.8
	164.77
	52.95
	52.95
	20
	20

	13/07/2026
	150.53
	164.52
	52.95
	52.95
	20
	20


[bookmark: _Toc235293083]Table 1
(Gov.UK, 2026)


This challenge becomes particularly significant during periods of high oil and gas prices when hydrocarbon operations generate exceptional financial returns. Under such conditions, organisational leaders may prioritise fossil fuel expansion to maximise shareholder value. The literature also suggests that investor reactions toward sustainability strategies vary depending on economic conditions, market expectations, and geopolitical developments. Some investors support aggressive decarbonisation strategies, while others prioritise short-term profitability and dividend stability. This creates a strategic tension for Shell because the organisation must balance investor expectations with environmental commitments. Rapid reduction in fossil fuel operations may undermine financial performance, while insufficient sustainability progress may damage organisational legitimacy and long-term competitiveness. The relationship between sustainability and profitability therefore remains highly complex. Existing literature demonstrates both potential benefits and challenges associated with sustainability transformation. However, there remains limited evidence examining whether Shell’s capital allocation decisions genuinely support its stated sustainability objectives.

2.7 Organisational Change and Leadership Challenges

Energy transition requires substantial organisational transformation involving leadership, culture change, strategic restructuring, and operational adaptation. Organisational change literature emphasises that large-scale transformation often encounters resistance due to uncertainty, established routines, and conflicting stakeholder interests. Within the oil and gas sector, organisational change becomes particularly difficult because companies possess deeply embedded structures and cultures developed around fossil fuel operations. Traditional operational models, performance systems, and leadership practices may conflict with sustainability-oriented transformation.

Leadership plays a critical role in managing strategic change during energy transition. Effective leaders must communicate sustainability objectives clearly, manage stakeholder expectations, and align organisational culture with long-term strategic goals. However, transformational leadership within the energy sector involves balancing competing priorities. Leaders must maintain profitability and investor confidence while encouraging innovation and sustainability integration. Research suggests that organisational resistance frequently emerges when employees perceive sustainability initiatives as threats to established operational identities or employment security. Fossil fuel divisions may resist resource reallocation toward renewable projects if such changes reduce investment within traditional business operations.

2.8 Identified Research Gap

The existing literature provides substantial theoretical and practical insight regarding sustainability strategy, stakeholder management, energy transition, and organisational ambidexterity. However, several important research gaps remain.

First, much of the current literature examines energy transition at industry level rather than focusing specifically on how individual organisations align sustainability commitments with operational and financial implementation. Second, while stakeholder theory and institutional theory are widely discussed independently, limited research integrates these perspectives to examine how external pressures influence internal organisational strategy within multinational energy corporations. Third, existing studies frequently analyse sustainability communication and climate commitments but provide less detailed evaluation of capital allocation decisions and strategic implementation. Fourth, although ambidexterity theory explains organisational tensions between exploitation and exploration, there remains limited empirical understanding regarding how Shell specifically manages these competing priorities. Finally, much of the existing research focuses on environmental outcomes without fully exploring the leadership and management implications associated with balancing sustainability and profitability.

This dissertation addresses these gaps by conducting a focused qualitative case study of Shell’s energy transition strategy. The research integrates stakeholder theory, institutional theory, and strategic ambidexterity to critically evaluate whether Shell’s strategic implementation aligns with its publicly stated sustainability commitments.



The conceptual framework for this research is based on the integration of three major theoretical perspectives:

1▫ Stakeholder Theory
2▫ Institutional Theory
3▫ Strategic Ambidexterity

The theoretical foundation of this study draws upon stakeholder theory, institutional theory, and strategic ambidexterity to provide a comprehensive framework for analysing Shell's sustainability strategy. Stakeholder theory suggests that organisations must balance the often competing expectations of diverse stakeholder groups, including shareholders, governments, customers, employees, and environmental organisations, when making strategic decisions related to sustainability (Lindgreen, 2008). This perspective helps explain how Shell's sustainability initiatives are influenced by pressures to address environmental concerns while continuing to generate shareholder value. Institutional theory further argues that organisational behaviour is shaped by external institutional pressures, including regulations, industry norms, and societal expectations, which encourage firms to adopt sustainability practices to maintain legitimacy rather than solely improve performance (Berthod, 2018). In the context of the energy industry, this theory provides insight into why oil and gas companies increasingly communicate ambitious climate commitments and net-zero targets in response to growing political and public scrutiny. Finally, the theory of strategic ambidexterity explains how organisations seek to simultaneously exploit existing capabilities while exploring new opportunities (Nieto-Rodriguez, 2014) . For Shell, this involves maintaining profitability through its established oil and gas operations while investing in renewable energy technologies, hydrogen, carbon capture, and other low-carbon initiatives. Collectively, these theoretical perspectives provide a diverse analytical framework for evaluating the extent to which Shell's sustainability commitments represent genuine strategic transformation or a balancing act between environmental responsibility and continued commercial performance.






CHAPTER 3: Methodology

3.1 Systematic Literature Review (SLR)

A Systematic Literature Review (SLR) methodology has been adopted to investigate how Shell balances short-term profitability with long-term sustainability within its energy transition strategy. An SLR is a rigorous, structured, and transparent research methodology used to identify, critically evaluate, and synthesise existing evidence relevant to a clearly defined research question (Snyder, 2019). Unlike traditional narrative reviews, an SLR follows a predefined and replicable process that minimises researcher bias and enhances the reliability of findings (Tranfield, et al., 2003). The methodology is particularly suitable for this study because it enables the researcher to analyse a wide range of existing academic and industry literature concerning sustainability, energy transition, stakeholder pressures, strategic management, and organisational change within the oil and gas sector. The systematic review approach allows for the identification of patterns, contradictions, and knowledge gaps within existing literature, providing a robust foundation for understanding Shell's sustainability strategy and its implications for leadership and management practice.


	3.2 Search Strategy

A systematic search strategy was used to identify relevant, credible, and high-quality academic literature for this study. This structured approach ensured the review remained focused, transparent, and aligned with the research objectives while reducing selection bias. The search concentrated on literature relating to corporate sustainability, energy transition, organisational strategy, and the theoretical perspectives underpinning the study, including stakeholder theory, institutional theory, and strategic ambidexterity. 

The literature search followed four stages. 
The first stage, identification, involved searching electronic academic databases and Google Scholar using keywords linked to the research topic. This produced a broad range of journal articles, books, conference papers, and industry reports on sustainability, corporate strategy, and the energy sector.
The second stage, screening, involved reviewing titles and abstracts to assess relevance. Duplicate records were removed, and studies unrelated to Shell, sustainability, energy transition, or the selected theories were excluded.
The third stage, eligibility assessment, involved reviewing the full text of the remaining studies against set inclusion and exclusion criteria. Each source was assessed for quality, rigour, and relevance to the research questions, with particular attention given to studies on international energy companies and the balance between profitability and environmental sustainability.
The final stage, selection, retained only studies directly relevant to sustainability strategy, energy transition, stakeholder theory, institutional theory, strategic ambidexterity, and Shell’s response to climate change. Only studies offering strong theoretical or empirical evidence were included,


3.3 Search Terms

Search terms are the words or phrases entered into academic databases and search engines to retrieve relevant literature on a specific research topic. Carefully selected search terms improve the accuracy and comprehensiveness of the literature search by ensuring that studies relevant to the research objectives are identified (Dermody, et al., 2022). A comprehensive range of search terms was developed to ensure that relevant academic literature was identified across multiple databases. The search terms were designed to reflect the key concepts underpinning the research, including sustainability, energy transition, corporate strategy, and organisational theory. Both broad and specific search phrases were employed to maximise the retrieval of relevant studies while maintaining relevance with the research objectives.

Examples of search phrases included "Shell energy transition," "oil and gas sustainability strategy," "corporate sustainability and profitability," "net zero strategy oil companies," "stakeholder theory and sustainability," "institutional theory energy transition," "strategic ambidexterity oil industry," "renewable energy investment oil majors," "corporate greenwashing fossil fuel industry," and "energy transition organisational change." These search terms enabled the identification of literature covering both theoretical perspectives and practical applications within the global energy sector.

To assist with collection of relevant papers, journals, articles, etc, Boolean operators were used throughout the search process to improve the precision and relevance of search results (Ryan, 2022). Boolean operators such as AND, OR, and NOT were used to refine search results and improve relevance. Examples of Boolean search combinations included "Shell AND sustainability," "oil companies AND net zero emissions," "energy transition AND profitability," and "stakeholder theory AND climate strategy."

3.4 Key Words

A consistent set of keywords was used throughout the literature search to ensure comprehensive coverage of the research topic. The keywords reflected the principal themes investigated within the study and were selected based on the research objectives and theoretical framework. Core keywords included sustainability, energy transition, Shell, net-zero emissions, corporate strategy, stakeholder theory, institutional theory, strategic ambidexterity, oil and gas industry, climate change, corporate sustainability, decarbonisation, renewable energy, organisational change, and environmental, social, and governance (ESG) (Halttunen, et al., 2023), (L'Abate, et al., 2025), (Herold, 2018). These keywords were used individually and in combination with Boolean operators to maximise the retrieval of relevant academic literature while ensuring consistency across all database searches.

3.5 Databases

Academic literature was sourced from several reputable electronic databases to ensure the quality, credibility, and comprehensiveness of the literature review. Using multiple databases increased the likelihood of identifying a diverse range of peer-reviewed research while reducing publication bias. Each database offered unique strengths that supported different aspects of the study.
•Google Scholar served as the primary search platform due to its extensive coverage of peer-reviewed journal articles, books, conference papers, and institutional publications across a wide range of academic disciplines. It provided access to literature relating to sustainability, strategic management, climate change, and the global energy industry.
•Scopus was utilised to identify high-quality scholarly articles and examine citation networks within sustainability and management research. The database enabled the identification of influential studies and highly cited publications relevant to corporate sustainability and energy transition.
•ScienceDirect provided access to internationally recognised journals focusing on sustainability, business strategy, environmental management, and energy economics. Many of the empirical studies examining organisational responses to climate change and renewable energy investment were sourced through this database.
•Emerald Insight was selected because of its strong collection of journals covering leadership, organisational behaviour, stakeholder management, and corporate governance. It contributed valuable literature examining strategic decision-making and sustainability implementation within organisations.
•SpringerLink was used to identify additional peer-reviewed publications relating to strategic management, organisational change, environmental policy, and sustainability transitions. Its interdisciplinary coverage complemented the other databases and strengthened the breadth of the literature review.

The use of multiple academic databases ensured that the literature review captured a broad range of theoretical and empirical research while enhancing the reliability, validity, and comprehensiveness of the evidence used throughout the study.


3.6.1 Inclusion Criteria

Studies were included if they:
Studies that were published between the years of 2019 and 2026 as these are                        the most up to date.
Studies that were peer-reviewed academic journal articles.
Studies that focused on sustainability, energy transition, or corporate strategy.
Studies that examined international oil companies or energy organisations.
Studies that are related to stakeholder theory, institutional theory, or strategic ambidexterity.
Studies that are published in English.
Studies that are accessible in full text.

3.6.2 Exclusion Criteria

Studies were excluded if they:
Studies published before 2019 were excluded unless they were considered seminal works.
Non-academic publications without credible evidence were excluded. 
Studies focusing on unrelated industries were excluded. 
Studies that did not address sustainability or energy transition issues were excluded. 
Duplicate publications were excluded. 
Studies that were unavailable in full text were excluded.

3.7 Search Results

The systematic search process identified a total of 312 articles across Google Scholar, Scopus, ScienceDirect, Emerald Insight, and SpringerLink. Following the initial search, duplicate studies were removed, resulting in 247 unique records. The titles and abstracts of these articles were then screened against the inclusion and exclusion criteria.

Following the screening process, 132 articles were excluded because they focused on industries unrelated to energy transition, sustainability management, or the oil and gas sector. A further 58 studies were excluded because they were non-peer-reviewed publications, conference abstracts, or lacked sufficient relevance to the research objectives.

The remaining 57 articles underwent full-text review. After applying the inclusion and exclusion criteria, 35 articles were selected for the final analysis. These studies provided evidence relating to Shell's sustainability strategy, stakeholder management, institutional pressures, strategic ambidexterity, organisational change, and energy transition practices within the oil and gas industry.

The final literature sample consisted primarily of peer-reviewed journal articles published between 2019 and 2026, supplemented by Shell's annual reports, sustainability reports, investor presentations, and industry publications. The selected studies were considered highly relevant to the research aim because they examined the challenges faced by international oil companies in balancing profitability with sustainability objectives.

The search process is summarised in the table.

	Stage
	Number of Articles

	Initial database search
	312

	Duplicates removed
	65

	Articles screened
	247

	Excluded after title/abstract review
	190

	Full-text articles assessed
	57

	Excluded after full review
	22

	Final studies included
	35
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3.8 Ethical Considerations

Ethical considerations are an important component of any research study. Although this research relies entirely on secondary data and publicly available information, ethical principles were still applied throughout the research process. The study utilised data obtained from academic journals, books, industry reports, Shell's annual reports, sustainability disclosures, and publicly available organisational documents. Since no primary data were collected and no human participants were involved, issues relating to informed consent, anonymity, confidentiality, and participant welfare were not applicable. To maintain academic integrity, all sources were accurately referenced using the University of Wales Trinity Saint David Harvard Referencing Style. Appropriate citation practices were followed to avoid plagiarism and ensure that original authors received proper acknowledgement for their contributions. Objectivity was also considered throughout the research process. The researcher sought to minimise personal bias by following a systematic literature review methodology and applying consistent inclusion and exclusion criteria. Furthermore, both positive and negative perspectives regarding Shell's sustainability performance were considered to ensure balanced analysis and critical evaluation.

The research complies with the ethical guidelines established by UWTSD and adheres to the principles of honesty, transparency, reliability, and academic responsibility.

3.9 Chapter Summary

This chapter outlined the research methodology adopted for the study. The research employed a qualitative approach based on a Systematic Literature Review (SLR) to investigate how Shell balances profitability and sustainability within its energy transition strategy.

The chapter discussed qualitative case study design. It also explained the search strategy, search terms, databases, inclusion and exclusion criteria, and thematic analysis process used to identify and evaluate relevant literature. The search process resulted in the selection of 35 high-quality sources that directly addressed the research objectives. Ethical considerations relating to academic integrity, transparency, and responsible use of secondary data were also discussed. The methodology provides a structured and reliable framework for analysing Shell's sustainability strategy and evaluating the extent to which the organisation aligns its environmental commitments with strategic and financial decision-making. The next chapter presents the findings and discussion derived from the analysis of the selected literature and secondary data sources.


CHAPTER 4: Findings and Discussions

4.1 Introduction

This chapter presents and critically discusses the findings of the systematic literature review conducted to examine how Shell plc balances short-term profitability with long-term sustainability within its energy transition strategy. Drawing upon secondary data from peer-reviewed academic literature, Shell’s annual reports and sustainability disclosures, industry publications, and regulatory reports, the chapter evaluates the extent to which the company’s strategic actions align with its publicly stated climate commitments. Rather than simply describing the evidence, the chapter critically analyses the findings in relation to the research objectives and research questions established in Chapter One. This approach is consistent with prior research on corporate sustainability transitions, which emphasises the need to assess not only what firms claim, but also how those claims are reflected in strategic decisions and resource allocation (Eccles, et al., 2014) (Bansal & DesJardine, 2014)

The discussion is organised into five key themes that emerged from the literature review. These themes examine Shell’s energy transition strategy, the alignment between capital allocation and sustainability commitments, the influence of stakeholder pressures on strategic decision-making, the organisational challenges associated with implementing energy transition initiatives, and the implications of balancing profitability and sustainability for the company’s long-term competitiveness. Each theme is interpreted through the theoretical perspectives of Stakeholder Theory, Institutional Theory, and Strategic Ambidexterity, providing a framework for understanding the complex strategic decisions facing Shell during the transition towards a lower-carbon energy business

4.2 Theme 1: Shell's Energy Transition Strategy

The first objective of this research was to analyse Shell's publicly stated energy transition and climate strategy to determine the extent to which the organisation is pursuing a genuine transition towards a lower-carbon energy business. The findings indicate that Shell has adopted one of the most comprehensive sustainability strategies among international oil companies (IOCs), publicly committing to becoming a net-zero emissions energy business by 2050. The company has introduced a range of initiatives aimed at reducing greenhouse gas emissions, increasing investment in renewable energy technologies and supporting the global transition towards cleaner energy sources. However, the findings also demonstrate that these sustainability commitments continue to exist alongside substantial investment in oil and gas production, creating an ongoing strategic tension between environmental responsibility and financial performance.

A key component of Shell's strategy is its ambition to achieve net-zero emissions by 2050, with interim targets designed to reduce the carbon intensity of the energy products it sells while expanding low-carbon energy solutions. To support this ambition, Shell has invested in renewable electricity generation, offshore wind projects, solar energy, hydrogen production, electric vehicle (EV) charging infrastructure and carbon capture and storage (CCS) technologies (Shell, 2026), (Shell USA, 2026), (Shell Global, 2026), (Shell Global, 2026). These initiatives indicate that the company recognises the long-term commercial opportunities associated with the global energy transition and is seeking to diversify its energy portfolio beyond traditional fossil fuels. Such investments are consistent with broader industry trends identified by Sovacool (2016), who argues that energy transitions involve gradual structural changes requiring technological innovation, institutional adaptation and long-term strategic planning rather than immediate replacement of fossil fuels.

The findings also show that Shell has significantly expanded its position within the electric mobility market through the acquisition of EV charging businesses and the development of one of the world's largest public charging networks. Similarly, investment in hydrogen production and carbon capture projects demonstrates an effort to develop technologies capable of supporting industrial decarbonisation while maintaining the company's expertise within large-scale energy infrastructure. These developments suggest that Shell is attempting to position itself as an integrated energy company rather than solely an oil and gas producer. Dongo and Relvas (2025) argue that such diversification has become increasingly necessary as governments strengthen climate regulation, investors incorporate environmental, social and governance (ESG) considerations into decision-making, and consumers demand cleaner energy alternatives.

Despite these developments, the findings consistently indicate that Shell continues to allocate considerable financial resources towards oil and gas production, particularly through continued investment in liquefied natural gas (LNG) expansion and upstream exploration activities. LNG remains a central component of Shell's long-term business strategy, with the company arguing that natural gas represents a transitional fuel capable of supporting global energy security while reducing emissions compared with coal. However, this continued emphasis on fossil fuel production raises questions regarding the extent to which Shell's sustainability commitments are reflected in its strategic priorities. Rather than demonstrating a complete transition away from fossil fuels, the evidence suggests that Shell is middle term goal before full decarbonisation is a dual strategy that attempts to balance renewable investment with continued profitability from existing fossil fuel assets.

These findings closely reflect the arguments presented by IEA (2023), who suggests that many international oil companies have adopted portfolio diversification strategies instead of fundamentally transforming their business models. According to Pickl, firms such as Shell increasingly invest in renewable technologies while maintaining profitable hydrocarbon operations to reduce financial risk and protect shareholder returns. Similarly, Halttunen et al. (2023) argue that major oil companies remain structurally dependent on fossil fuel revenues because their existing assets, infrastructure and organisational capabilities have been developed around hydrocarbon production over several decades. Consequently, while renewable investment is increasing, complete business model transformation remains difficult to achieve within the short term.

The findings also support the wider perspective offered by Sovacool (2016), who argues that energy transitions are inherently gradual processes influenced by technological, political, economic and social factors. From this perspective, Shell's continued investment in fossil fuels should not necessarily be interpreted as evidence of failure to transition, but rather as a reflection of the complexity involved in balancing energy security, shareholder expectations and sustainability commitments.

Nevertheless, the findings reveal an important contradiction between Shell's public sustainability narrative and its operational priorities. While the company continues to communicate ambitious climate targets and expand investment in renewable technologies, fossil fuel production remains the primary source of revenue and profitability. This suggests that the organisation has not fundamentally shifted away from its traditional business model but instead continues to rely heavily on hydrocarbons to finance its transition strategy. Such an approach reflects the concept of strategic ambidexterity discussed in Chapter Two, whereby organisations simultaneously exploit existing capabilities while exploring future opportunities.


4.3 Theme 2: Capital Allocation

The second objective of this research was to evaluate the extent to which Shell's capital allocation aligns with its long-term decarbonisation commitments. Capital allocation represents one of the clearest indicators of an organisation's strategic priorities because investment decisions determine where financial resources are directed and, ultimately, which business activities are expected to generate future growth. While sustainability reports and public commitments provide insight into corporate intentions, actual investment patterns provide stronger evidence of whether an organisation is implementing meaningful strategic change. The findings of this systematic literature review indicate that although Shell has increased investment in renewable and low-carbon energy technologies, the majority of its capital expenditure continues to support oil and gas operations, particularly liquefied natural gas (LNG). This suggests that Shell is pursuing a balanced investment strategy that seeks to protect current profitability while gradually preparing for a lower-carbon future.

Analysis of Shell's recent annual reports and Energy Transition Strategy documents (Shell plc, 2025) demonstrates that the organisation continues to invest across a diversified portfolio of energy businesses. Significant financial resources have been directed towards renewable electricity generation, electric vehicle charging infrastructure, hydrogen production, biofuels, and carbon capture and storage (CCS). These investments are intended to support Shell's ambition of becoming a net-zero emissions energy business by 2050 while responding to increasing demand for cleaner energy solutions. The company has also invested heavily in digital technologies and energy trading capabilities designed to support the integration of renewable energy into future electricity systems. Collectively, these investments demonstrate that sustainability has become an important component of Shell's long-term strategic planning.

However, the findings also reveal that low-carbon investments remain substantially smaller than expenditure on traditional oil and gas businesses. Shell continues to allocate considerable financial resources towards upstream exploration, hydrocarbon production, refining activities and, most notably, the expansion of LNG infrastructure. The company argues that natural gas will play an essential role in supporting global energy security during the transition away from coal while renewable technologies continue to mature. From Shell's perspective, LNG represents a transition fuel capable of generating strong financial returns while contributing to lower carbon emissions compared with more carbon-intensive energy sources. Consequently, the company maintains that continued investment in LNG is compatible with its broader sustainability objectives.

Although this argument provides a justification for continued fossil fuel investment, the findings indicate that the scale of expenditure directed towards hydrocarbons has generated considerable criticism from academics, environmental organisations and institutional investors. Many stakeholders question whether Shell's financial priorities genuinely reflect its public commitment to achieving net-zero emissions. Several studies such as the selected included within the literature review suggest that organisational commitment to sustainability should be evaluated through investment behaviour rather than corporate communication alone (Delma & Burbano, 2011). As a result, capital allocation has become one of the most significant measures used to assess whether multinational energy companies are undertaking genuine strategic transformation.

The findings strongly support the arguments presented by Pickl (2019), who concludes that international oil companies have generally adopted portfolio diversification rather than complete business model transformation. Rather than abandoning profitable fossil fuel operations, organisations such as Shell have invested selectively in renewable technologies while continuing to maximise returns from existing hydrocarbon assets. According to Pickl (2019), this strategy reduces financial uncertainty because revenues generated from oil and gas operations provide the capital necessary to finance renewable investment. The findings of this research closely reflect this perspective, suggesting that Shell's renewable investments comply and complement rather than replace its traditional energy business.

Similarly, Halttunen, Slade and Staffell (2023) argue that the transition strategies adopted by major oil companies are constrained by historical investment decisions, existing infrastructure and organisational capabilities. Decades of investment in exploration, refining and fossil fuel production have created significant structural dependence on hydrocarbons. Consequently, redirecting large-scale capital expenditure towards renewable technologies represents a complex and costly organisational challenge. The findings support this argument, as Shell appears to be pursuing gradual reallocation of investment rather than rapid divestment from fossil fuels. Such an approach enables the company to maintain financial stability while responding to growing environmental expectations.

The evidence also supports Sovacool's (2016) argument that energy transitions are long-term socio-technical processes rather than immediate organisational transformations. Energy companies must balance competing objectives, including energy security, shareholder returns, technological development and regulatory compliance. From this perspective, Shell's continued investment in fossil fuels may reflect the practical realities of maintaining global energy supply rather than a rejection of sustainability objectives. However, the findings also demonstrate that maintaining high levels of hydrocarbon investment inevitably slows the pace at which renewable businesses become the dominant source of corporate revenue.

Dongo and Relvas (2025) similarly argue that international oil companies operate within an increasingly uncertain strategic environment characterised by evolving climate policies, geopolitical instability and rapidly changing energy markets. The findings indicate that Shell's investment strategy reflects an attempt to manage these uncertainties by maintaining a diversified portfolio of energy assets. Investment in renewables positions the company to benefit from future growth in low-carbon energy markets, while continued investment in oil and LNG protects short-term profitability and supports shareholder expectations. This balancing approach reflects a risk management strategy designed to reduce exposure to uncertainty across both traditional and emerging energy sectors.

The findings also provide important insight when interpreted through Institutional Theory. DiMaggio and Powell (1983) argue that organisations adapt their strategies in response to coercive, normative and mimetic pressures arising from governments, society and industry competitors. Shell's increased investment in renewable technologies appears to demonstrate responsiveness to these institutional pressures, particularly growing regulatory requirements and investor expectations regarding environmental, social and governance (ESG) performance. However, the evidence also suggests that these institutional pressures have not fundamentally displaced the financial importance of hydrocarbon operations. Instead, Shell has incorporated sustainability investments alongside existing business activities, allowing the organisation to maintain legitimacy while preserving profitability.

Furthermore, the findings highlight the relevance of Strategic Ambidexterity in explaining Shell's investment behaviour. Tushman and O'Reilly (2013) argue that successful organisations must simultaneously exploit existing capabilities while exploring future opportunities. Shell's capital allocation demonstrates this dual strategy by continuing to exploit profitable oil and gas assets while investing in renewable technologies expected to support future competitiveness. Although this approach enables the company to finance innovation without sacrificing financial performance, it also creates ongoing tension regarding the speed and credibility of the energy transition. Critics argue that allocating the majority of investment towards fossil fuels undermines public sustainability commitments, whereas supporters contend that maintaining profitability is necessary to finance long-term decarbonisation.

Overall, the findings suggest that Shell's capital allocation only partially aligns with its sustainability commitments. The company has clearly increased investment in renewable energy, hydrogen, EV charging and carbon capture technologies, demonstrating recognition of the strategic importance of decarbonisation. Nevertheless, the continued dominance of oil and LNG investment indicates that profitability remains the organisation's primary financial priority. Rather than representing a complete shift towards a low-carbon business model, Shell's investment strategy reflects a gradual transition in which renewable businesses are developed alongside traditional hydrocarbon operations. These findings reinforce the conclusion that Shell is pursuing strategic adaptation through diversification rather than fundamental transformation, illustrating the complex challenge of balancing long-term sustainability ambitions with the short-term financial demands of one of the world's largest energy companies.

4.4 Theme 3: Stakeholder Pressures Influencing Shell's Strategic Decision-Making

The third objective of this research was to explore the stakeholder pressures influencing strategic decision-making at Shell. The findings demonstrate that Shell operates within a highly complex stakeholder environment in which multiple groups possess differing, and often conflicting, expectations regarding the company's future direction. Investors expect strong financial performance, and consistent shareholder returns, while governments, environmental organisations, customers and wider society increasingly demand accelerated decarbonisation and greater investment in renewable energy. These competing pressures create a significant strategic challenge, requiring Shell to balance economic performance with environmental and social responsibilities. The findings indicate that stakeholder influence has become one of the principal drivers shaping Shell's energy transition strategy, although the degree of influence varies considerably between stakeholder groups.

The literature consistently identifies investors as the most influential stakeholders affecting Shell's strategic decisions. As one of the world's largest publicly traded energy companies, Shell depends heavily on investor confidence to maintain access to capital and support long-term growth. The findings indicate that shareholders continue to prioritise profitability, strong cash flows and regular dividend payments, particularly during periods of volatility in global energy markets. This expectation has encouraged Shell to maintain significant investment in profitable oil and gas operations despite its commitment to achieving net-zero emissions. The evidence suggests that continued hydrocarbon production provides the financial resources necessary to support shareholder returns while simultaneously funding investment in lower-carbon technologies. Consequently, investor expectations remain closely aligned with the company's decision to pursue a gradual rather than immediate transition away from fossil fuels.

At the same time, investor expectations have evolved significantly in recent years. Institutional investors increasingly incorporate environmental, social and governance (ESG) criteria into investment decisions, placing additional pressure on companies to demonstrate credible sustainability strategies. The findings show that Shell has responded by publishing detailed sustainability reports, strengthening climate disclosures and introducing measurable emissions reduction targets. Berger-Schmitz et al. (2023) argue that organisations increasingly adopt sustainability initiatives to maintain investor confidence as well as financial legitimacy. The evidence reviewed in this study supports this argument, suggesting that Shell's sustainability commitments are influenced not only by environmental concerns but also by the need to satisfy changing investor expectations regarding responsible corporate governance.

Governments and regulatory bodies represent another highly influential stakeholder group. International agreements such as the Paris Agreement, together with increasingly stringent national climate policies, have intensified pressure on energy companies to reduce greenhouse gas emissions and accelerate investment in cleaner technologies. The findings indicate that Shell has adjusted its strategic priorities partly in response to evolving regulatory requirements, expanding investment in renewable electricity, hydrogen production and carbon capture technologies while setting long-term emissions reduction targets. These actions suggest that regulatory pressure has played an important role in encouraging organisational change. However, the evidence also indicates that Shell continues to advocate for a balanced energy transition that maintains energy security alongside decarbonisation, reflecting the practical challenges associated with meeting both policy objectives and global energy demand.

Environmental organisations and climate activists exert considerable reputational pressure on Shell through public campaigns, legal action and media scrutiny. The findings reveal that these stakeholders have consistently questioned whether Shell's continued investment in oil and liquefied natural gas is compatible with its publicly stated climate ambitions. Critics argue that expanding hydrocarbon production undermines the credibility of the company's sustainability commitments and contributes to accusations of greenwashing. Si et al. (2023) suggest that many fossil fuel companies emphasise future renewable investments while continuing to rely on traditional fossil fuel operations, creating a disconnect between corporate communication and operational practice. The findings partially support this interpretation, as Shell continues to present ambitious sustainability targets while maintaining substantial investment in fossil fuel production.

Consumers also influence Shell's strategic direction, although their impact appears less direct than that of investors or regulators. Growing public awareness of climate change has increased demand for cleaner energy solutions, including renewable electricity, electric vehicle charging infrastructure and lower-carbon fuels. The findings indicate that Shell has responded by expanding its portfolio of low-carbon products and services, reflecting changing customer preferences and the long-term commercial opportunities associated with the energy transition. Nevertheless, global demand for oil and natural gas remains significant, particularly within developing economies. Consequently, Shell continues to supply conventional energy products while simultaneously investing in alternative energy markets, illustrating the challenge of balancing present market demand with future sustainability objectives.

Employees and organisational leadership also represent important internal stakeholders shaping Shell's transition strategy. The findings suggest that implementing sustainability initiatives requires substantial organisational change, including the development of new technical capabilities, revised investment priorities and changes to corporate culture. Transitioning from a traditional oil and gas company towards an integrated energy business requires employees to adopt new skills and ways of working while maintaining operational performance within existing business divisions. This process creates internal challenges as management attempts to balance innovation with operational efficiency. The findings therefore reinforce the importance of leadership in managing organisational change throughout the energy transition.

The findings strongly support Freeman et al.'s (1984) Stakeholder Theory, which argues that organisations must balance the interests of multiple stakeholder groups rather than focusing exclusively on shareholder value. However, the evidence also demonstrates that stakeholder influence is unequal. Investors and governments appear to exert the greatest influence because of their ability to affect Shell's financial performance and regulatory environment. Environmental organisations and consumers have contributed to increased sustainability commitments and improved transparency, but their influence appears to operate primarily through reputational pressure rather than direct control over strategic investment decisions.
Overall, the findings suggest that Shell's energy transition strategy has been significantly shaped by competing stakeholder pressures. Rather than responding to a single stakeholder group, the company attempts to balance shareholder expectations for profitability with increasing demands from governments, regulators, customers and environmental organisations for more sustainable business practices. This balancing process explains why Shell continues to invest in both renewable energy technologies and profitable hydrocarbon operations. The evidence therefore suggests that stakeholder pressure has encouraged meaningful strategic adaptation, but not sufficient transformation to fundamentally replace the company's traditional fossil fuel business model. This conclusion supports the broader argument developed throughout this dissertation that Shell's strategy reflects an ongoing effort to reconcile profitability with sustainability rather than prioritising one objective at the expense of the other.

4.5 Theme 4: Organisational Challenges in Implementing Shell's Energy Transition Strategy

The fourth objective of this research was to assess the organisational challenges that Shell encounters in implementing its energy transition strategy. The findings indicate that while Shell has made significant progress in developing renewable energy technologies and publicly committing to long-term decarbonisation targets, the implementation of these initiatives remains constrained by several organisational, financial and operational barriers. The transition from a traditional oil and gas company to an integrated energy business requires substantial changes to organisational structures, investment priorities, leadership approaches and corporate culture. The findings suggest that these challenges have slowed the pace of transformation, reinforcing the view that Shell is pursuing gradual strategic adaptation rather than rapid organisational change.

One of the most significant organisational challenges identified in the literature is Shell's continued dependence on revenue generated from oil and gas operations. For decades, the company's business model has been built around hydrocarbon exploration, production, refining and marketing, which continue to provide the majority of its income and shareholder returns. The findings demonstrate that these revenues finance many of Shell's investments in renewable energy technologies, including hydrogen production, electric vehicle charging infrastructure and carbon capture projects. While this approach enables the company to fund innovation without significantly reducing profitability, it also creates dependence on the very activities that sustainability strategies seek to reduce. As a result, Shell faces the difficult task of balancing long-term environmental objectives with the financial realities of maintaining a profitable global energy business.

The findings closely reflect the work of Halttunen, Slade and Staffell (2023), who argue that international oil companies remain structurally dependent on fossil fuel operations because of decades of investment in infrastructure, production facilities and organisational capabilities. Existing assets represent significant financial commitments that cannot easily be replaced without considerable economic consequences. Consequently, organisations such as Shell cannot rapidly redirect all investment towards renewable energy without exposing themselves to financial risk and potentially undermining shareholder confidence. The evidence reviewed in this study supports this argument, demonstrating that organisational transformation within the energy sector is constrained by historical investment decisions and long-established operational systems.

Another major challenge concerns the substantial financial commitment required to develop renewable energy technologies. The findings indicate that projects involving offshore wind, hydrogen production, biofuels and carbon capture require significant capital expenditure while often generating uncertain or delayed financial returns. Unlike traditional oil and gas projects, many renewable technologies remain dependent on technological development, supportive government policy and evolving consumer demand before they can consistently deliver comparable levels of profitability. This creates strategic uncertainty regarding future investment decisions. Dongo and Relvas (2025) argue that the energy transition requires organisations to make long-term investments despite uncertain regulatory environments, changing market conditions and rapidly evolving technologies. The findings strongly support this perspective, suggesting that uncertainty surrounding future returns represents a major barrier to accelerating the transition.

The implementation of organisational change also presents considerable internal challenges. Transitioning towards a lower-carbon business model requires changes in organisational structures, management processes and employee capabilities. The findings suggest that Shell must develop new technical expertise in renewable energy while continuing to operate highly complex oil and gas businesses. This creates challenges relating to workforce development, recruitment and knowledge transfer, as employees must adapt to new technologies and evolving business priorities. Furthermore, established organisational routines and performance management systems have historically focused on hydrocarbon production and financial efficiency. Modifying these systems to encourage innovation and sustainability requires substantial leadership commitment and organisational learning.

These findings are consistent with the theory of Strategic Ambidexterity developed by Tushman and O'Reilly (2013), which argues that organisations must simultaneously exploit existing capabilities while exploring new opportunities. The evidence indicates that Shell is attempting to achieve this balance by maintaining profitable fossil fuel operations while investing in renewable technologies. However, successfully managing both activities simultaneously is organisationally demanding because each requires different capabilities, management approaches and performance measures. Existing business divisions often prioritise operational efficiency and short-term profitability, whereas renewable energy businesses require experimentation, innovation and long-term investment. Consequently, tensions emerge regarding how resources, leadership attention and organisational priorities should be allocated.

The findings also highlight the influence of institutional pressures on organisational decision-making. According to DiMaggio and Powell (1983), organisations respond to coercive, mimetic and normative pressures by adapting their structures and practices to maintain legitimacy. Shell's sustainability initiatives demonstrate responsiveness to increasing regulatory expectations, investor demands and societal concern regarding climate change. Nevertheless, the findings indicate that institutional pressures alone have not eliminated organisational dependence on fossil fuel production. Instead, Shell appears to be integrating sustainability initiatives into its existing business model while preserving its traditional revenue-generating activities. This suggests that organisational change has been evolutionary rather than revolutionary.

Another important challenge identified within the literature concerns maintaining global energy security during the transition. The findings indicate that Shell argues continued investment in oil and liquefied natural gas remains necessary to satisfy growing global energy demand while renewable infrastructure continues to develop. Abrupt reductions in fossil fuel production could contribute to energy shortages, increased prices and wider economic instability. Consequently, organisational leaders face the challenge of balancing climate objectives with broader economic and social responsibilities. Sovacool (2016) argues that energy transitions are complex socio-technical processes involving technological innovation, political decision-making and changing consumer behaviour rather than simple substitution of one energy source for another. The findings reinforce this argument by demonstrating that organisational decisions are shaped by wider external factors beyond environmental objectives alone.

The literature also identifies organisational reputation as an increasingly significant challenge. As public scrutiny of climate commitments intensifies, Shell faces growing pressure to demonstrate that its sustainability strategy reflects genuine organisational change rather than symbolic communication. Continued investment in fossil fuel projects has resulted in accusations of greenwashing from environmental organisations and sections of the academic community. These criticisms increase reputational risk and place additional pressure on leadership to demonstrate measurable progress towards stated climate targets. Consequently, organisational decision-makers must balance maintaining investor confidence with preserving legitimacy among governments, customers and wider society.

Overall, the findings indicate that Shell's implementation of its energy transition strategy is constrained by multiple interconnected organisational challenges. Dependence on fossil fuel revenues, high investment costs, technological uncertainty, organisational restructuring, cultural change and increasing stakeholder expectations collectively limit the speed at which transformation can occur. Rather than suggesting a lack of commitment to sustainability, these findings demonstrate the complexity of implementing strategic change within one of the world's largest energy companies. The evidence therefore supports the argument that Shell's transition is characterised by gradual organisational evolution rather than immediate transformation, reflecting the practical realities of balancing profitability, innovation and sustainability within an increasingly uncertain global energy environment.

4.6 Theme 5: Balancing Profitability and Sustainability for Long-Term Competitiveness

The final objective of this research was to evaluate whether Shell's strategy of balancing profitability and sustainability does indeed enhance its long-term competitiveness. The findings indicate that Shell has adopted a strategic approach that seeks to maintain strong financial performance while gradually expanding its portfolio of low-carbon energy businesses. Rather than treating profitability and sustainability as mutually exclusive objectives, the company attempts to integrate both within its long-term corporate strategy. However, the findings also reveal that achieving this balance presents significant strategic challenges, as decisions that maximise short-term financial returns may conflict with the company's long-term sustainability ambitions. Consequently, Shell's future competitiveness depends largely on its ability to successfully manage these competing priorities while adapting to the rapidly changing global energy landscape.

The evidence demonstrates that profitability continues to play a central role in Shell's strategic decision-making. Revenue generated from oil, natural gas and liquefied natural gas (LNG) operations remains the company's primary source of income and provides the financial resources required to invest in renewable energy technologies. The findings suggest that maintaining strong cash flows allows Shell to finance large-scale investments in offshore wind, hydrogen production, electric vehicle charging infrastructure, biofuels and carbon capture and storage (CCS) without significantly reducing shareholder returns. From this perspective, profitability is not presented as an obstacle to sustainability but as a necessary condition for funding the transition towards a lower-carbon business model. This supports Shell's argument that financial resilience enables long-term investment in innovation while maintaining operational stability during a period of considerable market uncertainty.

At the same time, the findings indicate that continued dependence on fossil fuel revenues creates a significant strategic dilemma. While hydrocarbons remain highly profitable, increasing global commitments to climate change mitigation and decarbonisation raise questions regarding the long-term viability of traditional oil and gas business models. Governments are introducing stricter environmental regulations, investors are placing greater emphasis on environmental, social and governance (ESG) performance, and consumer demand for cleaner energy solutions continues to increase. As these trends accelerate, organisations that remain overly dependent on fossil fuel production may experience declining competitiveness, increasing regulatory costs and greater reputational risks. The findings therefore suggest that long-term competitiveness will increasingly depend upon the successful diversification of energy portfolios rather than continued reliance on conventional hydrocarbon operations.

The literature reviewed within this study provides differing perspectives regarding whether Shell's current strategy represents an effective balance between profitability and sustainability. Pickl (2019) argues that many international oil companies have adopted diversification strategies that enable them to expand renewable energy investments while preserving profitable fossil fuel businesses. According to Pickl, this approach reduces financial risk by allowing companies to use existing revenues to support investment in emerging technologies. The findings strongly support this perspective, as Shell continues to generate substantial profits from oil and gas while gradually increasing investment across a range of low-carbon energy sectors. Rather than pursuing rapid organisational transformation, the company appears to prioritise financial stability alongside incremental strategic change.

However, the findings also support arguments that this balanced approach may slow the pace of the energy transition. Halttunen et al. (2023) suggest that continued investment in fossil fuel production reflects structural dependence on hydrocarbon assets rather than genuine commitment to decarbonisation. Existing infrastructure, production facilities and organisational capabilities create incentives for companies to maximise returns from traditional energy businesses before fully committing to renewable alternatives. The findings indicate that this dependence remains evident within Shell's investment strategy, where renewable projects continue to complement rather than replace oil and gas operations. Consequently, critics argue that the company risks delaying the transformation required to meet international climate objectives.

Sovacool (2016), however, presents a more balanced interpretation by arguing that energy transitions are complex, long-term socio-technical processes rather than immediate organisational changes. The findings reinforce this argument by demonstrating that Shell operates within an environment characterised by competing stakeholder expectations, technological uncertainty and fluctuating global energy demand. From this perspective, maintaining profitability while investing in renewable energy may represent a pragmatic strategy that enables the company to remain competitive during a prolonged period of transition. Immediate divestment from fossil fuels could threaten financial performance, reduce investment capacity and undermine global energy security, whereas gradual diversification allows Shell to adapt without compromising organisational stability.

The findings also demonstrate that long-term competitiveness depends increasingly upon organisational adaptability and innovation. Investments in renewable electricity generation, hydrogen technologies, carbon capture, digital energy management and EV charging infrastructure position Shell to compete within emerging low-carbon energy markets. Dongo and Relvas (2025) argue that international energy companies capable of successfully combining innovation with operational resilience are more likely to achieve sustainable competitive advantage during the global energy transition. The evidence reviewed supports this conclusion, suggesting that Shell's expanding renewable portfolio strengthens its ability to respond to changing market conditions while reducing future dependence on hydrocarbon revenues.

Strategic Ambidexterity provides a valuable theoretical framework for interpreting these findings. Tushman and O'Reilly (2013) argue that long-term organisational success depends upon balancing exploitation of existing capabilities with exploration of future opportunities. The findings suggest that Shell's strategy reflects this principle by continuing to exploit profitable oil and gas assets while investing in technologies expected to drive future growth. Exploitation provides the financial resources necessary to sustain current operations, whereas exploration enables the organisation to develop new capabilities required within an increasingly decarbonised energy market. Nevertheless, maintaining this balance remains challenging because excessive emphasis on existing businesses may delay innovation, while excessive investment in emerging technologies could weaken short-term financial performance.

Stakeholder Theory also provides important insight into Shell's strategic position. Freeman et al. (1984) argue that organisations must create value for multiple stakeholder groups rather than focusing solely on shareholders. The findings indicate that Shell's competitiveness increasingly depends upon satisfying a broad range of stakeholders, including investors seeking profitability, governments demanding emissions reductions, customers expecting cleaner energy solutions and society calling for greater corporate responsibility. Successfully balancing these competing expectations is essential for maintaining legitimacy, attracting investment and preserving long-term market position. Failure to respond effectively to any one of these stakeholder groups may weaken the company's competitive advantage and damage organisational reputation.

Overall, the findings suggest that Shell's approach represents a strategic balancing act rather than a complete shift from profitability towards sustainability. Continued investment in renewable energy demonstrates recognition of changing market conditions and the long-term importance of decarbonisation, while ongoing reliance on oil and gas reflects the financial realities of operating within the global energy sector. The evidence indicates that profitability remains the foundation upon which Shell finances its sustainability strategy, suggesting that the two objectives are increasingly interdependent rather than contradictory. Nevertheless, the company's long-term competitiveness will ultimately depend upon whether it can progressively increase the contribution of low-carbon businesses while reducing dependence on fossil fuel revenues. Therefore, the findings support the overall conclusion of this dissertation that Shell is pursuing a gradual transition designed to balance financial performance with sustainability rather than prioritising objectives in isolation.

4.7 Overall Discussion

The objective of this paper has been to critically examine how Shell balances short-term profitability with long-term sustainability within its energy transition strategy. The findings indicate that Shell has made measurable progress towards sustainability through investments in renewable energy, carbon capture technologies, hydrogen, electric vehicle charging infrastructure, and its continued commitment to achieving net-zero emissions by 2050. However, the evidence also demonstrates that profitability remains the company's dominant strategic priority. Shell continues to allocate substantial investment towards oil and gas production, particularly liquefied natural gas (LNG), because these operations continue to generate the majority of its revenue, shareholder returns, and financial stability. Consequently, the findings suggest that Shell is pursuing a gradual energy transition rather than a rapid transformation of its business model.

The findings largely support Stakeholder Theory. Shell's strategic decisions are strongly influenced by competing stakeholder expectations. Governments and regulators continue to increase pressure through climate legislation and emissions targets, while investors expect consistent financial returns and dividend growth. At the same time, environmental organisations and wider society demand faster decarbonisation and greater investment in renewable energy. Rather than prioritising one stakeholder group exclusively, Shell attempts to balance these competing interests by maintaining profitable fossil fuel operations while simultaneously expanding lower-carbon energy investments. However, the findings suggest that investors continue to exert the greatest influence over strategic decision-making because the company remains financially dependent on hydrocarbon revenues.

The findings also support Institutional Theory. Shell's sustainability strategy has clearly been shaped by coercive pressures from regulation, normative pressures arising from increasing societal expectations surrounding environmental responsibility, and mimetic pressures as major competitors adopt similar net-zero commitments. Nevertheless, the evidence indicates that questions remain regarding organisational legitimacy. While Shell has introduced credible sustainability initiatives and improved climate reporting, its continued expansion of oil and gas activities creates an inconsistency between its sustainability commitments and operational priorities. This supports the literature suggesting that organisational change is driven partly by legitimacy concerns and regulatory expectations, although the findings also indicate that genuine transformation is constrained by technological, financial and market realities rather than representing purely symbolic greenwashing.

The findings provide mixed support for Strategic Ambidexterity. Shell demonstrates characteristics of an ambidextrous organisation by simultaneously exploiting existing oil and gas assets while exploring renewable energy opportunities. This dual strategy allows the company to maintain financial performance while investing in future energy markets. However, the findings also reveal the limitations of this approach. The scale of investment in traditional energy remains significantly greater than investment in renewable technologies, suggesting that exploitation continues to dominate exploration. As a result, Shell has not yet achieved a fully balanced strategy but instead continues to prioritise short-term profitability while gradually expanding sustainable operations.

Overall, the findings both support and extend the existing literature. Previous research argues that international oil companies struggle to reconcile financial performance with sustainability objectives due to structural dependence on fossil fuels. The findings from this study confirm this argument in the case of Shell. Although sustainability has become increasingly embedded within corporate strategy, operational decision-making and capital allocation continue to reflect the commercial importance of oil and gas. This demonstrates that the relationship between profitability and sustainability is not characterised by a simple trade-off but by an ongoing strategic tension that requires continual adjustment as regulatory, technological and market conditions evolve.

In conclusion, the overall research aim has been achieved. The evidence suggests that Shell is balancing profitability and sustainability, but not equally. Instead, the company adopts a pragmatic strategy in which profitability remains the immediate priority while sustainability is pursued as a long-term strategic objective. Shell's transition therefore represents an incremental evolution rather than a fundamental transformation of its business model. While this approach enables the company to maintain competitiveness and satisfy shareholder expectations, it also raises continuing questions regarding the pace of decarbonisation and whether its sustainability ambitions can ultimately be achieved without a more significant reallocation of investment away from fossil fuel activities.



Chapter 5: Recommendations, Conclusion and limitations of the research

5.1 Recommendations

The findings of this study indicate that although Shell has made measurable progress towards integrating sustainability into its corporate strategy, significant challenges remain in balancing long-term environmental objectives with short-term profitability. Based on these findings, there are several recommendations that can be proposed.

First, Shell should increase the proportion of its capital expenditure allocated towards renewable energy and low-carbon technologies. The findings demonstrate that while Shell continues to invest in renewable electricity, hydrogen, carbon capture and electric vehicle charging infrastructure, investment in oil and gas remains substantially higher. A more balanced allocation of capital would strengthen the credibility of the company's net-zero strategy and reduce long-term dependence on fossil fuel revenues. Although hydrocarbon operations will remain commercially important in the near future, gradually increasing investment in renewable energy would improve resilience as global energy markets continue to transition towards lower-carbon sources.

Second, Shell should improve transparency regarding the relationship between its sustainability commitments and capital allocation decisions. Throughout the findings, a recurring issue was the perceived inconsistency between Shell's public climate ambitions and its continued expansion of oil and gas activities. Providing clearer reporting on how investment decisions contribute to achieving net-zero targets would strengthen stakeholder confidence and reduce accusations of greenwashing. More detailed disclosure of renewable investment outcomes, carbon reduction performance and transition milestones would improve accountability and organisational legitimacy.

Third, the company should further integrate sustainability objectives into executive decision-making and performance management systems. The findings suggest that financial performance continues to dominate strategic priorities because profitability remains essential to shareholder value. Introducing stronger sustainability performance indicators alongside traditional financial measures could encourage managers to consider both long-term environmental performance and short-term commercial success when making investment decisions. This would reinforce sustainability as a core strategic objective rather than a secondary consideration.

Fourth, Shell should continue strengthening engagement with key stakeholder groups. Governments, investors, employees, customers and environmental organisations all influence the company's strategic direction. Developing more collaborative relationships with these stakeholders would improve trust and provide valuable insight into changing expectations regarding climate transition. Greater stakeholder engagement may also help Shell anticipate future regulatory developments and reduce reputational risks associated with its energy transition strategy.

Finally, Shell should continue developing an ambidextrous organisational strategy by maintaining financial performance from existing operations while accelerating innovation in renewable technologies. Successfully balancing exploitation and exploration will require continued investment in research and development, organisational learning and technological innovation. Over time, this approach could enable the company to reduce its reliance on fossil fuel revenues without compromising long-term competitiveness.

5.2 Conclusion

This research set out to critically examine how Shell balances short-term profitability with long-term sustainability within its energy transition strategy. Using a systematic literature review and qualitative analysis of secondary data, the study explored Shell's strategic decisions through the theoretical perspectives of Stakeholder Theory, Institutional Theory and Strategic Ambidexterity.

The findings demonstrate that Shell has made significant progress towards integrating sustainability into its corporate strategy. The company has committed to achieving net-zero emissions by 2050 while expanding investments in renewable electricity, hydrogen technologies, carbon capture and electric vehicle charging infrastructure. These initiatives indicate that sustainability has become an important element of Shell's long-term strategic planning.

However, the findings also reveal that profitability continues to dominate strategic decision-making. Oil and gas operations remain the company's principal source of revenue, cash flow and shareholder returns, resulting in continued investment in hydrocarbon production, particularly liquefied natural gas. Consequently, Shell's energy transition can best be described as gradual rather than transformational. Rather than replacing its traditional business model, the company is attempting to diversify while maintaining the profitability of its existing operations.

The findings largely support Stakeholder Theory by demonstrating that Shell's strategic decisions are influenced by competing stakeholder expectations. Investors continue to prioritise financial performance, while governments, regulators, environmental organisations and wider society increasingly demand accelerated decarbonisation. Shell attempts to balance these competing pressures, although financial stakeholders continue to exert the greatest influence over strategic decision-making.

Similarly, the findings support Institutional Theory by demonstrating that regulatory requirements, social expectations and industry norms have encouraged Shell to adopt sustainability commitments and climate-related reporting. However, the evidence also suggests that the company continues to face questions regarding organisational legitimacy because its continued investment in fossil fuel production appears inconsistent with its publicly stated climate ambitions. While some criticism characterises this as greenwashing, the findings indicate that Shell's transition is constrained by technological, financial and operational realities rather than being purely symbolic.

The study also provides partial support for Strategic Ambidexterity. Shell simultaneously exploits profitable fossil fuel operations while exploring renewable energy opportunities, reflecting the core principles of organisational ambidexterity. Nevertheless, exploitation currently receives greater organisational emphasis than exploration, demonstrating the practical difficulties associated with balancing two competing strategic priorities within a capital-intensive industry.

Overall, this research concludes that Shell does balance profitability and sustainability, but not equally. Profitability remains the company's immediate strategic priority because it provides the financial resources necessary to support future sustainability investments. Sustainability therefore functions primarily as a long-term strategic objective rather than an equal operational priority. The evidence suggests that Shell's strategy represents a pragmatic attempt to manage the complex transition from a fossil fuel business towards a broader energy company while maintaining financial competitiveness and responding to increasing stakeholder expectations.

This study contributes to leadership and management literature by integrating Stakeholder Theory, Institutional Theory and Strategic Ambidexterity to explain how multinational energy companies manage competing strategic objectives during periods of industry transformation. It also provides insight into the wider challenges facing international oil companies as they attempt to reconcile environmental responsibility with commercial performance within an increasingly regulated and competitive global energy market.

5.3 Limitations of the Research

Several limitations should be acknowledged when interpreting the findings of this research. First, the study adopted a systematic literature review using only secondary data. Although secondary sources provide extensive information regarding Shell's strategy, annual reports, sustainability disclosures and academic research, they do not provide direct insight into internal managerial decision-making processes. Interviews with senior executives, employees or external stakeholders could have generated richer evidence regarding organisational priorities and strategic implementation.

Second, the research focused exclusively on Shell as a single case study. While this provides detailed understanding of one multinational energy company, the findings cannot automatically be generalised to the wider oil and gas industry. Other international energy companies operate under different regulatory environments, organisational structures and strategic priorities, which may influence how they balance profitability and sustainability.

Third, much of the available evidence originated from publicly available corporate reports and sustainability disclosures. Although these documents are valuable sources of information, they are produced by the organisation itself and may present its sustainability performance in a favourable manner. To reduce this limitation, the research incorporated academic literature, industry reports and independent publications; however, some degree of reporting bias may remain.

Finally, the energy industry is characterised by rapid technological, political and economic change. Government policies, climate regulations, energy prices and geopolitical events continue to evolve, meaning that Shell's strategy may change significantly over time. Consequently, the findings represent an assessment of Shell's energy transition strategy during the period examined rather than a definitive evaluation of its long-term success. Future research could address these limitations by undertaking comparative case studies involving multiple international oil companies, incorporating primary qualitative interviews with industry stakeholders, or conducting longitudinal research to evaluate how strategic priorities evolve throughout the global energy transition.
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