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[bookmark: _Toc240775957]1. Introduction
Globalisation links national economies through trade, investment and internationally distributed production. For multinational enterprises, integrated markets enable specialised sourcing and wider sales, but disruptions can spread across borders. Shipping carries over 80% of world merchandise trade by volume (UNCTAD, 2025). Consequently, maritime chokepoints influence both availability and delivered cost. Shell plc is a UK-based multinational producing and trading oil, gas and liquefied natural gas (LNG) internationally (Shell plc, 2026a). The 2026 disruption of the Strait of Hormuz offers a case for examining the trade-off between global efficiency and supply security. This essay evaluates the crisis’s economic effects, Shell’s operational and commercial exposure, its competitiveness and proportionate strategic responses. It distinguishes reported results from plausible, but unproven, longer-term outcomes.
[bookmark: _Toc240775958]2. Impact of the Strait of Hormuz Crisis
The Strait links Gulf energy producers with international customers. Approximately 25–30% of globally traded oil and 20% of LNG normally pass through it (Adrian et al., 2026). The International Energy Agency reported that oil flows declined from around 20 million barrels per day before the conflict to an average of 2.7 million during March–May 2026 (IEA, 2026a). This is a period average, not evidence that all shipping permanently stopped. Alternative pipelines, stock releases and non-Gulf output partly compensated, but could not immediately replace the missing capacity (IEA, 2026a).
The economic effects extend beyond energy producers. Scarcity raises fuel and industrial feedstock costs; longer routes and elevated shipping risk increase freight and insurance expenditure. Firms may pass these costs to customers, adding inflationary pressure and weakening demand, especially in energy-importing economies (Adrian et al., 2026). LNG loadings from Qatar and the United Arab Emirates fell by 35 billion cubic metres year-on-year between March and June. Non-Gulf supply rose by around 27 billion cubic metres, offsetting roughly three-quarters of the shortfall, but global LNG production still declined (IEA, 2026b). Thus, diversification mitigated rather than eliminated the shock.
The effects also varied over time: oil prices retreated as some exports recovered, showing that crisis-related price advantages are volatile (IEA, 2026c). For Shell, higher realised prices can support earnings, whereas production outages, shipping constraints and weaker customer demand can undermine sales volumes and contract fulfilment. These opposing channels make a simple ‘higher prices equal higher profits’ interpretation inadequate. Moreover, the impact differs across Shell’s business segments: upstream production may receive higher prices for available output, while refining and chemical activities face higher input costs and demand uncertainty. A segment-level assessment is therefore more informative than treating the company as a single commodity seller.
[bookmark: _Toc240775959]3. Opportunities and Challenges
Shell’s immediate operational exposure lay in Qatar. Following the March attack on Ras Laffan, production at its Pearl gas-to-liquids (GTL) facility ceased. Shell reported damage to one of two production trains and initially estimated around a year for full repair; QatarEnergy also shut LNG production and declared force majeure (Shell plc, 2026b). Even if shipping resumes, damaged infrastructure can continue to restrict exports. This demonstrates a concentration risk within an otherwise internationally diversified business.
A further challenge is replacing committed cargoes when vessels, production capacity and contract terms are constrained. Buying replacement LNG may preserve some customer relationships but could erode trading margins or divert supply from other buyers. Christopher and Peck (2004) explain why interconnected, efficiency-focused supply chains can become vulnerable to disruption. Their framework suggests that redundancy has value, although maintaining unused capacity also carries costs.
Conversely, Shell’s integrated production and trading operations offer flexibility to redirect cargoes towards markets facing shortages. Its second-quarter report identified stronger LNG and oil trading and higher realised prices among factors supporting earnings (Shell plc, 2026c). However, these gains do not establish that the crisis was beneficial overall: lost Qatari volumes, restoration costs and potentially weaker energy demand pull in the opposite direction. The IEA (2026b) recorded growing alternative LNG output in North America and Africa, creating possible sourcing options, but shipping availability and long-term contracts limit rapid substitution.
Wieland and Durach (2021) distinguish returning to previous operations from adapting a supply network to new conditions. Applied to Shell, this means that repairing Pearl is necessary but insufficient: the company must also develop alternative delivery arrangements. The opportunity is to improve flexibility without locking capital into expensive permanent spare capacity that may prove unnecessary after the disruption. This also raises a timing problem: emergency cargo purchases can address immediate shortages, whereas new production capacity generally takes years to develop. Shell should avoid presenting long-term capital projects as solutions to a short-term delivery gap.
[bookmark: _Toc240775960]4. Impact on the Organisation
Shell’s adjusted earnings increased from $6.915 billion in Q1 2026 to $9.836 billion in Q2 (Shell plc, 2026c). This is evidence of improved quarterly financial performance, not a measure of the crisis’s net benefit. Shell also identified factors such as tax movements and chemicals margins alongside higher realised prices and stronger trading. A causal claim attributing the entire increase to Hormuz would therefore be unsound.
Operationally, reduced Qatari production constrained volumes and potentially complicated international supply commitments (Shell plc, 2026b; Shell plc, 2026c). Shell’s global portfolio and trading network may enable it to source substitute cargoes, but these alternatives can involve higher procurement and freight costs. Financial resilience and physical delivery reliability must therefore be assessed separately.
Porter’s (1980) industry framework suggests that scarcity can strengthen supplier bargaining power while high energy prices may encourage customers to seek substitutes. For Shell, the same price shock can improve realised selling prices yet damage future demand or customer loyalty. Competitors with less Gulf exposure might face fewer direct production losses, but their comparable cost, output and market-share data would be needed to establish any relative advantage. Shell’s results alone do not prove a lasting gain in competitive position. A meaningful comparison would examine competitors’ regional production exposure, adjusted earnings, delivery performance and capital spending over the same quarters. Without those indicators, it is more defensible to describe Shell’s flexibility as a potential advantage than to claim it outperformed rivals.
A focused PESTEL analysis highlights linked political risk (regional conflict), economic risk (price and inflation volatility), legal exposure (contracts and force majeure) and technological dependence (specialised GTL infrastructure). These forces affect decisions on sourcing, investment and customer commitments. As price conditions normalise, the durability of Shell’s market position will depend more on dependable supply and disciplined investment than on exceptional trading margins.
[bookmark: _Toc240775961]5. Strategic Recommendations
First, Shell should stress-test prolonged Hormuz restrictions across its LNG and oil network, identifying alternative suppliers, cargo routes and minimum inventories for priority contracts. Ivanov and Dolgui (2022) argue that stress testing should consider interconnected supply networks rather than isolated facilities. Shell should assess the cost and deliverability of each alternative before signing long-term agreements: diversification is not automatically economical.
Second, Shell should prioritise safe restoration of Pearl GTL with its partners while reviewing spare-parts access, emergency response and contingency export arrangements (Shell plc, 2026b). A recovery plan should distinguish reopening a shipping route from restoring damaged production capacity. Scenario exercises can identify where one failed asset or port would prevent contract fulfilment.
Third, Shell should combine flexible cargo allocation, transparent customer communication and carefully governed price hedging. Hedging may reduce financial exposure but cannot replace unavailable physical supplies. Wieland and Durach (2021) support adaptation as well as recovery; Shell should therefore revise allocation and contracting practices where the disruption reveals persistent vulnerabilities.
Finally, investment in additional flexible supply should be phased and tested against demand, emissions obligations and expected returns. Temporary chartering or option-based contracts may be preferable to permanent excess infrastructure when the duration of disruption is uncertain. These measures balance delivery reliability against the costs of resilience. Management should monitor measurable indicators, including the share of cargoes delivered on time, the cost of replacement supply and recovery time after an outage. Such indicators would reveal whether resilience spending protects customers and margins rather than simply increasing overheads.
[bookmark: _Toc240775962]6. Conclusion
The 2026 Hormuz disruption exposed the vulnerability of globally integrated energy markets to a concentrated maritime route. Shell experienced Qatari production losses and shipping uncertainty alongside higher realised prices and stronger quarterly trading results. Its improved earnings cannot be attributed entirely to the crisis or treated as proof of lasting competitive advantage. The case illustrates why financial performance, physical supply continuity and customer reliability require separate assessment. Shell should restore damaged facilities, stress-test its network, develop credible alternative cargo arrangements and manage price risk without assuming that hedging solves physical shortages. Because resilience carries costs, investments must be proportionate to plausible disruption scenarios and long-term demand. More broadly, international business competitiveness depends not simply on access to global markets but on sustaining commitments when the routes and assets supporting those markets are disrupted.
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