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Summary

The Fossil Fuel Industry and the Challenge of Climate Change

A study of Shell’s position

Graham Stubbs
Doctor of Philosophy
September 2008

This thesis is a study of the way in which Shell positioned itself in relation to the
debate over climate change that developed from the late 1980s to the end of the
1990s. A key event in this process was the negotiation of the Kyoto protocol.

The research considers the contribution of factors such as the culture and
structure of the organisation and events in Shell's recent and more distant past
that may have influenced organisational decision making processes. The thesis
discusses how responses to a combination of key events at a particular time led to
a particular outcome through a process of path dependency.

The research takes the form of a single case study. The source of primary data
was semi structured interviews with key individuals linked to Shell. Secondary
data came from speeches by senior Shell managers, other Shell documents and
media reports. The findings are written in the form of a historical narrative.

A key underlying factor in determining the position Shell took was found to be the
fact that the organisation was based in Europe. This meant that it was subjected
to public opinion that would have reacted negatively to denials of the significance
of climate change, and refusals to support action to address the issue. It also
meant that Shell was subject to the influence of European policy making, which
appeared to take a strong position on climate change in the early to mid 1990s.
This meant that organisations operating in Europe had a clear expectation of
increasing regulatory controls on greenhouse gas emissions.

These underlying factors were reinforced by the profoundly negative public
reaction to the disposal of the Brent Spar and to operations in Nigeria in 1995.
Lessons learnt from this and a concern for the organisation's legitimacy made

Shell's positive position on climate change and its support for the Kyoto process
inevitable.

Keywords: strategic planning, oil industry, sustainability, Kyoto
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Chapter 1

Introduction

This chapter describes the research question, and what this research aims to
achieve. It explains why this particular topic and this specific question were
chosen. It briefly outlines the methodology and theoretical context, as well as
explaining its contribution to the state of current knowledge.

The final part of this chapter outlines the structure of the research project and the
boundaries within which it sits.
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1.1 Overview

This thesis is a study of the way in which the Royal Dutch Shell Group has
positioned itself in the changing global economy that has developed as a result of
the debate over the challenges posed by climate change.

Shell is one of the world's largest oil companies and a major player in the
international energy industry, an industry that plays a vital part in the operation of
the global economy, and our day to day lives. It is also an industry that is currently
recognised as being environmentally unsustainable because of the amount of
carbon dioxide that is released to the atmosphere as a result of the consumption
of its products.

This thesis analyses the ways in which Shell has reacted to a growing realisation
of this dichotomy. It analyses the reasons behind Shell’'s reactions, and why those
reactions have differed from the norms of the fossil fuel industry.

Structure of thesis
This chapter is followed by a review of literature relevant to this study. The
literature review looks at factors such as structure and organisational culture,

historical factors, responses to public discourse and national policies and the roles
played by key individuals.

The third chapter is a discussion of the methodology used; it looks at what data

was required to answer the research question and how it was collected, along with
methods of data analysis and ethical issues that arose.

Chapter four presents the data using extracts from the primary and secondary
data that was gathered. Following that is a discussion chapter that relates the
findings from the data analysis back to the literature review in chapter three.

The final chapter is a conclusion to the thesis.
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1.2 The research question

In the late 1980’s and early 90's climate change started to become an issue of
increasing importance and growing public concern. An improving scientific
understanding of the atmosphere and a number of extreme weather events led to
greater public debate over man’s impact on the global environment and increasing
calls for action to reduce these impacts. These calls inevitably drew attention to
the fossil fuel industry, and particularly large oil companies. As large and visible

contributors to greenhouse gas emissions, their legitimacy began to be
questioned.

When an industry finds itself the target of sustained criticism it has two options. It
can either defend itself and fight the criticism, or it can acknowledge it and try to
address the issue. These two contrasting strategies are referred to as ‘Buffering
and Bridging’ by van der Bosch and van der Riel (1998). In this case the oil
industry as a whole took buffering actions, sought to deny the significance of the
evidence of climate change and emphasise the scientific uncertainty over man's
contribution to it. There are striking similarities between the reactions of the oil

industry and those of the tobacco (Gore 1997) and CFC industries (Grundmann
2001) when faced with similar crises.

In 1989 an organisation called the Global Climate Coalition was formed to lobby
against action intended to combat climate change. Among its members were the
major oil companies, including Shell. Their campaigning was particularly strong
just before and during the Kyoto negotiations in 1997, and drew much criticism, in
particular from environmental non-governmental organisations.

Around that time Shell began to voice concern about the position of the Global
Climate Coalition, and made statements that were supportive of the Kyoto
negotiations. Just after the Kyoto treaty was signed Shell formally left the Global
Climate Coalition and announced that it supported targets for reductions in carbon
dioxide emissions. Several key individuals at Shell publicly stated that they
thought the organisation should be an active player in finding solutions to climate
change. In this instance Shell had chosen an un-forced course of action that ran
contrary to the norms of the oil industry and went beyond what it was obliged to
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do. The question is why Shell's decision making process led to this unexpected
course of action.

The way that Shell chose to position itself was, at the time, at odds with the
accepted norms in the rest of the oil industry, the only other major company
making similar moves was BP. The point of particular interest is that in
acknowledging climate change and accepting the need for cuts in carbon dioxide
emissions, Shell was admitting that it could no longer carry on with ‘business as
usual. This was a course of action that could potentially threaten its core
business. In openly admitting this, it meant that Shell was not just admitting that it
would have to address the way it did business, but was implying that it may

potentially have to fundamentally reconsider the type of business it was involved
in.

Skjeerseth and Skodvin sum up the question: “the oil industry earns its livelihood
from oil, natural gas and coal - the main sources of emissions of greenhouse
gases - and will be severely affected by regulatory measures to curb greenhouse
gas emissions. [...] The business opportunities and challenges offered by the
problem of climate change would thus apparently be the same for large oil
companies. This would imply, however, that the climate strategy of each individual
oil company also would be the same. The striking differences in the climate

strategies [of certain] oil companies thus represent a puzzle” (Skjeerseth and
Skodvin 2001 p43).

This research seeks to analyse this apparently dissonant position taken by Shell.
It takes the form of a case study analysing the development of Shell's strategy

towards climate change and the reason it positioned itself the way it did in the
emerging debate.

This research project looks at why Shell decided to put itself at odds with the
industry norms at this particular time. It studies what led to the change in Shell's
policy, and whether it was part of a gradual change in perceptions within the

company, or a step change in policy. It also explores the role played by key
individuals within the organisation.

page 10



1.3 Why this question?

1.3.1 Why study climate change?
There have been concerns about man's impact on the environment since before

the industrial revolution, but many of today’s concerns started to take shape in the
1960’s and 70's.

The potential for human activity to have a serious impact on global climate was
officially acknowledged with the formation, by the United Nations, of the
Intergovernmental Panel on Climate Change (IPCC) in 1988. Since then there
has been growing evidence of climate change, in the form of extreme weather
events, changes in ocean currents and temperatures, melting glaciers and ice
caps, and rising sea levels. It was generally agreed that human activity was
making a significant contribution to this through emissions of greenhouse gasses.
As a result of these concerns over climate change the Kyoto Protocol was signed

in 1997, this committed the developed countries who signed it to reduce their
emissions of greenhouse gasses.

Since the time of signing, scientists have become increasingly certain that man’s
activities are making a significant contribution to climate change. They have also
been giving stronger warnings of the seriousness of the impact of climate change,
both on the wellbeing of humans and wider ecosystems.

The growth in scientific discussion and concern has led to a corresponding
increase in public debate; this has been particularly evident in the media coverage
of the subject. Extreme weather events, record temperatures, floods and water
shortages, and the disruption of natural ecosystems are now regular news stories,
and are regularly linked to climate change.

This increase in public debate has led to increased scrutiny of companies which
are perceived as contributing to climate change, this has in turn forced companies

to consider what responses to make, and how to position themselves within the
debate.
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Hoffman and Ventresca discussed this in the more general terms of
environmentalism, but their words are equally applicable to the specific issue of
climate change. “Over a decades-long process, that included changes in
influential actors, the redefinition of the roles of government, the rise of related
social movements, court battles and legislative activity, a'nd much public attention,
environmentalism has emerged as a routine strategic consideration of major
corporations” (Hoffman and Ventresca 2002 p2).

A final reason why climate change is an important subject for study is that
although there is widespread scientific evidence that mankind is contributing to
global climate change, there appear to be no easy solutions or even a real
consensus on what practical measures should be taken to tackle the problem.
This means that organisations have not had meaningful political or regulatory
frameworks within which to make long term decisions, making it particularly
difficult for organisations to position themselves in this debate.

1.3.2 Why the fossil fuel industry?

A high proportion of the greenhouse gasses mankind produces come from energy
consumption, particularly from the burning of fossil fuels. An obvious implication
of setting targets for the reduction of greenhouse gas emissions would be that we
should consider reducing our consumption of fossil fuels. This would inevitably
have significant consequences for the industry. The greenhouse gas emissions
from the large scale consumption of fossil fuels has had particular consequences
for the major oil companies which have a high public profile and have therefore
found themselves the focus of public scrutiny. These organisations are also
among the largest in the world and therefore have the potential to make globally
significant investments, and therefore significant reductions in greenhouse gas
emissions.

These companies therefore had to decide how to react. The choice was either to
reject the claim that human activity was making a significant contribution to climate
change, and therefore reject the Kyoto treaty and reductions in greenhouse gas
emissions, or to accept it and the implications that calls for reductions in
greenhouse gas emissions would have on their businesses. This is a case where
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environmental issues have the potential to bring about a paradigm change within
an industry as a whole.

As Leggett put it: “like the tobacco industry before them, when faced with evidence
of the ruinous impact of their product, the carbon industries choice was stark:
denial, obfuscation - and worse - on the one hand or openly embrace a paradigm
shift in their core business on the other” (Leggett 2000 p9).

An added factor is that investment time scales are relatively long in the energy
industry; companies therefore have to take a long term view, to make effective
financial decisions. This means that they have to anticipate further ahead than
many industries. They have to take into account the scientific evidence for climate
change and the technical opportunities for solutions, as well as developments in
the public dialogue and government policy. They may have to make decisions for
the long term but be constrained by the short term contexts and discourses.

The subject is also of key interest because energy supply is of paramount
importance to the world as a whole: virtually everything we consume on a daily
basis is dependent on the use of energy. Fossil fuel, in the form of oil and coal,
has been the most important source of energy for since the industrial revolution in
the early 1800s. Modern society depends on oil for 40% of the world’s
commercial energy, and over 90% of transport energy (ODAC 2003).

Burning fossil fuel generally releases carbon dioxide to the atmosphere;
increasing energy demand has meant that ever greater quantities of fossil fuels
are being consumed. A potential consequence of forced reductions in
greenhouse gas emissions would be a requirement to reduce our energy
consumption or make a step change in technology to a move towards low carbon
energy generation. In Western countries in particular, we are completely
dependent on energy consumption to maintain our lifestyle.

IPCC models suggest that “even if global emissions of carbon dioxide were
stabilised at current levels, its atmospheric concentration would still continue to
grow [...] global carbon dioxide emissions would have to be more than halved
from current levels to stabilize concentrations, compared with a projected doubling
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of global emissions over the next few decades in the absence of controls. This
underlines the sheer scale of the policy challenge” (Grubb et al 1999 p10).

1.3.3 Why Shell?

In contrast to much of the fossil fuel industry, Shell decided on a policy of
acknowledging and addressing climate change as a serious issue, even before
the Kyoto Treaty had been signed. The key question is why Shell decided to
position itself the way it did, putting itself at odds with most of the rest of the
industry? Why it made the policy decisions it did, which by implication would raise
questions over its core business?

Shell is also of particular interest because it has an American division whose
position on climate change has at times diverged from that of the European parts
of the company. Skodvin & Skjaerseth said in 2001 that “Shell Oil in Houston [...]
is not enthusiastic about the company's common position on the climate issue.
Shell London is currently scrambling to unite the viewpoints of the company's
European and American branches” (Skodvin & Skjeerseth 2001 p103). These
national differences in different parts of an international organisation make it a
particularly interesting case to study.

Shell claim that they made the first major public statement on climate change,
which predated BP chief executive Lord Browne’s seminal speech in Stanford in
early 1997. Since then Shell has taken a more consistent, coherent path and
appears to have a longer term vision. Shell was also the only major oil company
to be a founding member of the Business Council for Sustainable Development,
set up in the run up to the Rio Earth summit in 1992.

BP made a particularly public display in the early days with initiatives such as
Beyond Petroleum but has since then backtracked to some degree. “BP has
invested far more in acquiring other oil companies and building its gas position

than in renewables. It has also become less outspoken on the issue” (Levy & Kolk
2002 p297).
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1.4 Tackling the research question

1.4.1 Theoretical Perspective

This research is a study of how and why an organisation’s policies have changed
as a result of changes in its external environment. [t takes a broadly new
institutional perspective but views the institutional environment as being dynamic,
responsive and socially constructed. Institutions are constructed and
reconstructed and influenced by individuals' ideas and perceptions. It rejects the
determinism which early institutional theory tended to imply.

This research takes the position that the decisions individuals make will be the
product of institutional forces, the actions of partially informed, imperfect,
opinionated decision makers with preconceived opinions and biases, although
some may have the appearance of being based on considered and carefully
thought out cost benefit analysis.

A criticism of much research into organisational strategy is that it is “often static,
cross-sectional, and seldom involves any significant evolutionary perspective”.
“Case studies are typically wrapped around an explicit or implicit acceptance of a
normative, rational model of organisational decision making” (Smircich & Stubbart
1985 p734). This research aims to break out of that mould by taking a more
interpretive stance. It analyses the historical context and the institutional
environment and actors’ views of these factors. The research considers the
culture and structure of the organisation as well as events in Shell's recent and
more distant past that may influence the decision making process. It discusses
key events and how a combination of events at a particular time led to a particular
outcome through a process of path dependency.

This thesis is similar to Prakash’'s work on companies which take actions that go
beyond compliance with environmental regulations (Prakash 2000). It is a study
of an organisation that went beyond what it was obliged to do, and one that aims
to understand the organisation’s actions by studying individuals, and their actions

and relations, rather than taking a classical economic view of the organisation as a
profit maximising entity.
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1.4.2 Methodology

This research takes the form of a single case study a methodology described by
Yin (1993 p33). The aim is an in-depth understanding of the actions of a single
organisation, rather than a comparative study of a number of organisations. The
data gathered is largely qualitative in nature, with a combination of semi-structured

interviews with key individuals, and secondary data available from archive
sources.

The key sources of primary data were interviews with current and former Shell
employees. Secondary data was gathered from Shell's archives of speeches and
publications, other Shell reports and documents as well as media reports,
contemporary and historical interviews and newspaper articles.

The research did not start with a detailed hypothesis, or a rigid conceptual model,
but built up a picture of the research topic as it progressed. The data analysis
moved backward and forward between the data and the theory as it progressed
(Maylor & Blackmon 2005 p253).
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1.5 Definitions and research boundaries

This research is specifically concerned with climate change, and its impact on the
fossil fuel industry. It does not analyse responses to other sustainability issues
such as the finite nature of oil and gas reserves, which may also be of importance
to the industry. This research is primarily interested in climate change because it
is the issue that is most widely publicised, has produced visible changes in
organisational policy, and has lead to the formation of a major international
organisation, the Intergovernmental Panel on Climate Change (IPCC) and
resulted in an international treaty (Kyoto).

Shell is a multinational organisation, until recently run as a joint venture between
the British company ‘Shell Transport and Trading’ and the Dutch company ‘Royal

Dutch’. An explanation of the company’s history and structure is included in
chapter four.

This research looks at the activities of one organisation, with reference to the
broader institutional environment. The time scale covered is a period of around
ten years from the late 1980s to the end of the 1990s. One of the key events was
the Kyoto protocol, which was signed in 1997. This research will cover the run up
to that event and map the trends developing at that time.

A particular problem has been that the further back one goes, the harder it is to
gain access to documents. It is also harder to find individuals who were in key
positions at the time, or those who had access to them. When interviewing

individuals about a historical issue, their memories are often less precise, the
further back one goes.

In terms of geographical boundaries this research is primarily concerned with a
company that has British and Dutch roots. It is however recognised that the major
oil companies are all multinational organisations operating in a global energy
market. Energy supplies and prices are determined in global market places, and
few countries or organisations are able to insulate themselves from this.
Government policies do vary on a national level, with notable contrasts between
the United States and Europe. The European Union has to some extent
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harmonised policies across Europe, and global initiatives such as the Kyoto
protocol have effects that are felt on a supra-national level.
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Chapter 2

Literature Review

The literature review discusses path dependency as an overarching theory to
explain how individual factors influence the position an organisation takes.

These include organisational factors including the structure, culture and decision
making processes, economic factors including the balance between long and
short term planning, the risks and benefits of being a first mover in a changing
business environment and the carbon intensity of a company’s product portfolio.

Further factors include the way in which organisations respond to public discourse,
increasing pressures from different groups of stakeholders and a desire to
maintain legitimacy, as well as the way in which national policies and regulations
influence companies which are based in, or have historical roots in particular
countries. The final factor considered is the roles that key individuals play,
particularly in the context of leadership within an organisation.
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2.1 Introduction

The literature review serves two purposes. The first is to show how the thesis fits
in with existing research and the ways in which it adds to work that has been done

before. The second is to aid the analysis of the data collected and to help provide
an answer to the research question.

The aim of this thesis is to build up a picture of the way in which Shell's position
on climate change developed, using a range of data sources. It was felt that a full
explanation would require the consideration of a variety of potential explanatory
factors. The emphasis is on describing Shell's position on climate change with
reference to a range of explanatory factors rather than attempting to isolate an
individual factor as the key source of influence. The literature review is therefore
divided into a number of sections, each describing the potential influence of a
particular contributing factor.

It was felt important to focus on literature specific to this case because of the
unique nature of the industry. The major oil companies are among the largest
organisations in the world and they provide products that are essential to the
global economy. As a result the companies have an unprecedented level of
influence. The oil industry is also unusual in that the majority of its companies

produce a relatively limited range of products that are essentially indistinguishable
from those of their competitors.

The initial areas of interest for the literature review were derived from an analysis
of Levy and Kolk's (2002) research into the oil industry’s response to climate
change and Frynas’ (2003) research into Shell. They were then developed further
with reference to Livesey's (2001) research into Shell’'s response to public
pressure, Lowe and Harris' (1998) work on BP's response to climate change, and
Grant’s (2003) review of strategic planning in the oil industry. The focus of the
literature review then developed further as the data collection progressed and
suggested new areas of potential interest.

Key journals such as Business Strategy and the Environment, Corporate
Environmental Strategy and the Strategic Management Journal were also
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systematically searched for literature that had the potential to illuminate the
research question.

page 21



2.2 Path dependency

Path dependency is a useful concept to bring to the study of exceptional or
deviant cases, such as Shell's policy towards climate change (Mahoney 2000
p508). This is because exceptional cases often depend on contingent events, i.e.
a key event that couldn’t have been realistically predicted.

Path dependent explanations are divided into two categories, self reinforcing
sequences or reactive sequences (Mahoney 2000 p508-9). Self reinforcing
sequences are ones where an initial event leads to a course of action where the
costs of changing are greater than the benefits. Reactive sequences are ones
with a series of events where each one is dependent on the previous ones. A
potential issue with this is how to define the starting point for the sequence
(Mahoney 2000 p527).

Authors such as Pierson (2000) and Kay (2005) discuss in detail self reinforcing
paths that lead to increasing returns to the organisation taking that path. Their
writing is focused on political policy making, but is also of use in explaining
courses of action taken by commercial organisations. They argue that a small
initial event or preference may set in place a course of action that leads to positive
feedback, or has self-reinforcing qualities. This leads to a course of action that
may not have been initially predictable, and then becomes increasingly difficult to
diverge from. They also argue that as a result the timing of events is critical, with

earlier events having a more profound influence on overall courses of action than
later ones.

This argument is essentially an institutional one (Kay 2005 p555), in that the
organisation’s institutional environment influences a particular course of action.
That particular course then itself becomes institutionalised and becomes
increasingly difficult to break out of, even if it becomes apparent that it may be
sub-optimal or inefficient (Pierson 2000 p253). The sunk costs are such that the
organisation may find it difficult, or impossible, to change course.

Kay argues that to demonstrate that a course of action was path dependent “it is
necessary to show that what did not happen could not have happened - that is,
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that certain options were not feasible because of earlier sequences of decisions”
(Kay 2005 p554). He goes on to say that this is difficult to achieve. One could still
argue that a particular course an organisation took would make certain later
courses of action more likely and others unsustainable, without having to prove
conclusively that a particular course was made impossible.

As with other institutional theories, path dependency theory has been criticised
because it implies a deterministic outlook and can have difficulty in providing
explanations for change. A counter argument is that historical legacies “constrain
rather than determine” current outcomes (Kay 2005 p566) meaning that what
happened before provides a different set of options for the future rather than
necessarily dictating which option will be taken. This researcher would also like to
suggest previous decisions could influence a later course of action taken in
response to changes in the external environment. The external changes are

therefore the stimulus for the change of course, while the path dependent element
restrains, or directs the resulting outcome.

For this thesis the important concept is to understand the fact that one can not
explain an organisation’s current position, simply as a result of a set of current
variables, one has to consider the sequence of historical events to build a full
picture. As Kay (2005 p561) points out, this type of analysis tends to produce a
deep but non generalisable understanding because it emphasises the unique
nature of a particular historical case.

The proposition is that path dependency theory will be useful in explaining the
position taken by Shell on climate change. The following sections therefore

review the relevant theoretical discussions of contingent factors that may have
influenced Shell’s position.
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2.3 Organisational Factors

This section starts with an overview of strategic planning processes in the oil
industry. It then discusses the ways in which attributes specific to the
organisation, such as structure, culture and planning processes, influence the
position the organisation may take.

2.3.1 Strategic planning in the oil industry

Grant (2003) carried out an empirical study of the strategic planning processes
used by eight major oil companies. He sought to argue that contrary to recent
literature traditional strategic planning processes are still widely used in major
companies. Critics have argued that the “pace of change in the business
environment has rendered formalised strategic planning impossible, undesirable,
or both” and that they were being replaced by “emergent processes that take
account of complexity and permit adaptation through self organisation” (Grant
2003 p1). Grant however argues that the evidence shows that traditional top
down strategic planning processes are still the dominant method, and that

emergent decentralised planning processes have generally not been widely
adopted (Grant 2003 p4).

His research involved interviewing members of the strategic planning team in each
oil company, and backing this up with documentary evidence (Grant 2003 p7).
This is a small sample of individuals, but it is triangulated with secondary data.
Grant acknowledges that there are different amounts of data available for the
different companies as some are more open than others. The study is intended

as a comparative study, but offers valuable insights into Shell's planning
processes.

Grant's research appears to show that over time strategic planning at Shell has
become less about bureaucratic control and more a mechanism for coordination
and improved decision making. "A critical aspect of the strategic planning system
in the oil companies was providing a structured process for dialogue and
agreement that could permit more effective coordination over the strategic
direction, and periodic redirections, of the companies” (Grant 2003 p14).
Companies with more decentralised management tended to emphasise the
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coordinating aspect of the strategic planning process “thus Shell with close to 200
operating companies had always regarded its strategic planning process as

primarily a vehicle for coordination and consensus in a far-flung business empire”
(Grant 2003 p14).

Strategic planning has also become a method for disseminating information and
management techniques throughout the organisation. “Shell has placed particular
weight on the organisational learning aspects of its strategic planning system, [it]
has focused primarily on the use of scenarios as vehicles for exchanging ideas
about the future” (Grant 2003 p15).

2.3.2 Organisational Structure (of Shell)

It would seem reasonable to suggest that the structure of the organisation will
affect the processes of communication and decision making, and therefore
influence the organisation's performance and position.

However Dalton, Todor, Spandolini, Fielding and Porter (1980) in a review of
existing literature found that there was little evidence of strong links between
organisational structure and performance. The variable of most interest to this
thesis was the extent to which centralisation affected performance. The authors
suggested that more centralised organisations tend to have a lower level of
performance (Dalton at al. 1980 p59). They acknowledge however that the link
was not conclusive and that it may be dependent on the types of work being done
by the individuals and organisations involved. It was also notable that
performance was generally measured in terms of profitability, and while this is
valuable quantitative evidence it does not provide a qualitative insight into the
actions and processes occurring within the organisation.

Much of the early literature on structure and strategy (Caves 1980; Stopford &
Wells 1972; Egelhoff 1998) is focused on the premise that an organisation's
structure would be determined by its strategic response to the environment it was
operating in, rather than the other way round. This view is epitomised by
Chandler's seminal (1962) work: Strategy and Structure, updated in 1995, which
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proposed an essentially linear relationship, with an organisation's structure as
being very much determined by its strategy (Chandler 1995).

More recent work, such as Engdahl, Keating and Aupperle (2000) acknowledge
that strategy does not influence structure in a one way relationship, but that each
may influence the other, and it is “in reality a two-way causal relationship and that
existing organisational structure has high potential for biasing future [decision
making]” (Engdahl et al. 2000 p21). They go on to say that the structure of an
organisation “has a significant impact on strategy formulation due to information
gathering and processing effects imposed by the structure itself” (Engdahl et al.
2000 p22) and that structure imposes “limits on information flows, data
interpretation and boundaries on rationality” (Engdahl et al. 2000 p24).

It would seem a reasonable suggestion that there is a link between the structure of
an organisation and the way in which information about its external environment is
gathered and used in the strategic planning process. Engdahl et al. do not
however cite any empirical evidence to back this up and they also acknowledge
that although structure may be significant, it is likely that “numerous other factors
influence an organisation’s performance” (Engdahl et al. 2000 p24). Many of
these factors may be more influential than organisational structure.

The conclusion is that there is likely to be some relationship between structure
and strategy, but it may not be a strong one, and will not be linear and one-
directional as suggested by Chandler (1995). It is more likely to be a complex one
with many other factors involved, most importantly the organisation's external
environment. Engdahl et al. suggest that the researcher should therefore
concentrate on the organisation’s external environment rather than its internal
processes (Engdahl et al. 2000 p28). This may be a valid comment, but is not
helpful for a thesis seeking to analyse the behaviour of an organisation that acted
differently to others operating in essentially similar environments.

Most of the research discussed above seems to assume that senior managers in
organisations are free to structure their organisations and their planning processes
as they wish. It seems to ignore the historical context, the fact that individuals will
be inheriting organisations with characteristics and structures in place from
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previous generations of management operating in former market conditions.
Individuals, or groups of individuals, will only have limited power to influence
structures and decision making processes, and organisational inertia will mean

that any intended changes are likely to lag behind changes in the external
environment.

Skjeerseth and Skodvin (2001), and Frynas (2003) commented that Shell was
notable for the complexity of its decentralized structure. They explained that
because it operated as a joint venture it didn’t even have a single corporate
headquarters; its management was divided between offices in London and The
Hague (Skjeerseth & Skodvin 2001 p53; Frynas 2003 p275).

Oechsle and Henderson (2000) say that because of Shell's unique management
structure the organisation tended “to make fewer mistakes, but [...] also tended to
make fewer decisions” (Oechsle & Henderson 2000 p75). Frynas echoes this
opinion: “unlike many large corporations such as British Petroleum where one
person at the top can decisively change the direction of the organisation Shell has
developed a more collective decision making process” (Frynas 2003 p277).

It is reasonable to argue that a result of Shell's unique structure is that although
the decision making process may have more inertia, it will be more considered
and less extreme, a range of individuals will bring in more diverse perspectives
and that the final decisions will be more clearly thought out and more robust. It
may also be the case that a more consensual decision making pfocess tends to
be more conservative but that it will be more consistent over time. As Shell is
managed by a committee there are also less likely to be sudden changes in
direction as individual members come and go. A change to the chair of the
committee is much less likely to bring about sudden changes in policy than the
arrival of a new chief executive might in other companies.

Structure and culture

Andrews (1994) argued that structure and culture are essentially inseparable; this
is reinforced by Barney (1986) who states that recent developments in views on

organisational culture “blur classical distinctions between an organisation’s culture
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and its structure and strategy” (Barney 1986 p657). Barney goes on to argue that

particular types of organisational culture can lead to sustained performance
advantages.

Organizational culture can be defined as a “complex set of values, beliefs,
assumptions, and symbols that define the way in which a firm conducts its
business” (Barney 1986 p657).

Barney argues that a “firm's culture not only defines who its relevant employees,
customers, suppliers, and competitors are, but it also defines how a firm will
interact with these key actors” (Barney 1986 p657). By implication, the firm’s
culture will also define its relevant external stakeholders and how it interacts with
them, and also how it reacts to factors such as public pressure and government
policy. This will in turn influence the way in which it reacts to emerging threats to
its operation. As with its structure, Shell's organisational culture may therefore

have played a part in the way it reacted to the emergence of climate change as an
important issue.

Individuals vs. Structure and Culture in Leadership

Tsui, Zhang, Wang, Xin and Wu (2006) consider the relative influence on an
organisation of its leadership behaviour and organisational culture and structure.
This study was carried out in China, so some care must be taken when applying it

to Western or multi-national organisations. It does however still provide a useful
insight into this topic.

Tsui et al. (2006) suggest that a strong organisational culture or explicit
procedures and systems for decision making can be an effective substitute for a
charismatic leader. It is therefore possible for a less charismatic leader to be as
effective, by shaping the organisation’s culture and developing its structure (Tsui
et al. 2006 p128-29). This is of course not a linear, one way process, as the
outlooks and actions of a chief executive will be shaped by the organisation’s

culture and structures, especially if they have been working within the organisation
for a long period of time.
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As discussed later, it has been argued that the distinctive environmental policies
of a company such as BP may have been largely directed by a charismatic chief
executive. An organisation without such a leader may still have a distinctive

position, as a result of a unique culture or structures that have historical roots.

Tsui et al. also emphasise the persistence of organisational culture and the fact
that local or national norms may have a significant influence on the culture of the
organisation (Tsui et al. 2006 p133). It is likely that an organisation’s history will
have had an influence on its contemporary culture and that American and
European based companies may have differing cultural perspectives on issues
such as those surrounding environmental sustainability.

2.3.3 Planning and decision making processes

Cohen, March and Olsen (1972) constructed the provocatively titled Garbage Can
Model. This is essentially an institutional theory, and considers decision making in
situations where structures and preferences, or goals, are not clearly defined,
where decision making processes are not clearly laid out and decision makers
devote varying levels of effort to different problems (Cohen et al. 1972 p1).

The authors state that these assumptions will “describe a portion of almost any
organisation’s activities, but not all of them” (Cohen et al. 1972 p1). It could be
argued that they could be applied to Shell and the issue of climate change,

because of the range of views and uncertainty in the public debate, and the lack of
clear guidance for organisations as to how best to respond.

The Garbage Can Model argues that the decision making process within an
organisation is essentially a process of problems and potential solutions coming
together. In this case timing is a key factor, the decision outcome depends on
what problems and potential solutions happen to be ‘in the can’ at any particular
time. This can be seen as a path dependency type argument as the order in which

events occur is critical and earlier events will dictate which problems and solutions
are currently ‘in the can’.
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In the mid 1990s Shell suffered two crises: the disposal of the Brent Spar and
alleged human rights abuses in Nigeria. Changes in management thinking as a
result of these events, described in more detail in chapter 4, can be seen as a
source of potential solutions ‘in the can’ waiting for the issue of the Kyoto protocol
to come up. When Kyoto became a current issue to be addressed the lessons
learnt from Brent Spar and Nigeria were put into practice.

If Nigeria and Brent Spar had not happened or the timing had been different, there
would have been a different set of potential solutions waiting to be applied and
different outcome would have been reached.

Hoffman and Ventresca (2002) also take an essentially institutional view of
organisational behaviour, albeit one that is less chaotic than the Garbage Can
Model. They consider that there is generally a more planned and organised
decision making process than the Garbage Can Model, but reject the “dichotomy
between the influence of the institutional environment and the competitive
environment, as corporate perceptions of market trends are themselves subject to
institutional construction” (Hoffman & Ventresca, 2002 p173). They recognise
“that economic calculations of interests always embody assumptions that are
more or less certain and are constructed in broader social contexts” that planning
scenarios contain assumptions about many variables that “are shaped by

organisational fields and are not stable over time” (Hoffman & Ventresca, 2002
p175-6).

This implies that even if decisions are made using an apparently rational cost -
benefit type analysis there will always be elements of the analysis that are
dependent on assumptions that are in turn shaped by institutional forces. Shell
may have decided its position on climate change based on an analysis of the
costs and benefits of different courses of action, but the individuals involved would
still have made assumptions about factors such as the strength of public opinion,
government policy response and the response of financial markets. These
assumptions would have been influenced by institutional factors. In any decision

making process institutional factors will always have some degree of influence on
the eventual outcomes.
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Hoffman and Ventresca (2002) quote Oliver (1997) saying that “uncertainty
increases the influence of the institutional environment and reduces the impact of
economic and competitive factors” (Hoffman & Ventresca, 2002 p174). Levy and
Kolk (2002) also emphasise the importance of institutional factors during periods
of uncertainty. In the mid 1990s there was a great deal of uncertainty about
climate change and particularly how individuals, organisations and governments
should react. This would unavoidably have had an impact on the strategic
decision making processes within companies in the fossil fuel industry. One
would therefore be led to think that, as well as cost-benefit type analyses,

institutional influences would also play a significant part when organisations were
deciding how to respond.

Hoffman and Ventresca (2002) are particularly useful when considering why
Shell's position differed from the norms in the oil industry. The authors suggest
three main reasons for heterogeneity among organisations in a particular field.
The first is that the institutional environment is interpreted in the light of the
organisations’ history, culture and market position, previous experiences and
ventures, and this will differ from organisation to organisation. Second,
organisations may be influenced by “multiple overlapping institutional fields [for
example] industry associations, national cultural and regulatory contexts [which]
create divergent pressures”, and third that organisational fields can be very

diverse and even fragmented, containing a wide range of divergent forces
(Hoffman & Ventresca, 2002 p176-7).

The way that Shell responded to climate change has therefore to be seen in the
light of its particular history, culture and experiences, the national culture and
regulations it is exposed to and other institutions it is influenced by. These will be
different to those of seemingly comparable companies in the energy industry.

Hoffman and Ventresca go on to say that even multinational companies show “a
remarkably national orientation to their cognitive maps” (Hoffman & Ventresca,
2002 p185), i.e. that they tend to be influenced by the institutions of their home
countries. They discuss the contrast between the institutional environment in the
United States and Europe. Governance structures in the United Sates, where
decision making tends to be adversarial, mean that organisations in contested

page 31



policy arenas tend to take more extreme, polarised positions. In Europe decision
making tends to be more consensual, which lead to organisations taking less
extreme positions.

Hoffman (2001) emphasises the importance of the context and institutional
environment that the organisation operates in. He proposes a theory of “dynamic
isomorphism” (Hoffman 2001 p175) whereby field level institutions go through
periods of stability and change. He suggests that organisations approach

isomorphism in periods of stability, but are periodically stimulated to change by
field level shifts.

This would appear to be directly applicable to this research, it could be argued that
though the 1980s there was relative stability within the oil industry and therefore
the positions of the oil majors became increasingly alike. As environmental
issues, and particularly climate change, became increasingly prominent through
early to mid 1990s companies responded to this field level change in different
ways and as a result they became more heterogeneous.

As time has passed and global attitudes towards climate change have tended to
become more unified in the early 21% century, the positions of the major oil

companies have started to converge and will in time become more homogeneous
again.

Scenario planning

Shell claims to be a pioneer and expert in the use of scenario planning (Shell
2004). Since 1971, Shell has explicitly addressed issues of uncertainty in its
strategy formulation through scenario planning. Shell's own literature claims that
the extensive use of scenario planning is based onthe belief that “the only
competitive advantage the company of the future will have is its managers’ ability
to learn faster than their competitors” (Shell 2006).

As discussed previously an organisation’s structure can influence its strategy by
virtue of the way in which it influences data gathering (Engdahl et al. 2000 p22).
The use of this formalised scenario planning process within strategic planning is a
clear example of a way in which organisational structures influence data gathering.
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“The scenario approach enables a continual assessment of trends and
developments that may affect its business in the future” (Skjeerseth & Skodvin
2001 p53). The use of scenario planning means that there is a systematic
analysis of developing trends and potential areas of concern for the organisation.
This proactive approach means that potential issues should be recognised earlier
on, and certainly before they actually start to impact on the organisation.

The creation of a set of scenarios means that a range of alternatives will be
considered and potential responses analysed. This should lead to more robust
strategic planning than simply trying to predict the way in which the external
environment will develop, and then planning how to respond. Wright (2004)
claims that the use of scenario planning resulted in Shell “having considered and
rehearsed its responses to the 1973 oil crisis and price collapse of 1981 before
these events happened” (Wright 2004 p6).

Grant (2003) explains that “although all the [major oil] companies used scenario
analysis to some extent, only Shell utilises scenarios as the foundation and
centrepiece of its strategic planning process. Other companies tend to use

scenarios as a compliment and balance to their forecasting exercises, or to
explore particular issues” (Grant 2003 p17).

This would imply that at Shell, when a new potential threat to business arose,
such as climate change, the organisation would pick up the issue earlier and
consider the ways in which it could have an impact. Factors such as how
governments and other organisations may react, and how the public would
respond, should have been considered. It is likely that there would be more
discussion and that there would be input from a wider range of individuals both
within and outside the organisation, than in other oil companies. This may mean
that the decision making process takes longer, but the organisation would then be
better prepared and any decision is likely to be more robust and more widely
supported throughout the organisation.

A secondary consequence of being a prominent advocate of the scenario planning
process is that it has helped to boost Shell's image as a considered, objective
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strategic thinker. This has enhanced its reputation and given it an opportunity to
influence the wider policy debate (Davis 2002 p6-7; Cornelius 2005).

From a theoretical point of view, the language Shell uses in its literature tends to
imply a distance between the planner and the scenario; it gives a sense of
objectivity and legitimacy (Wright 2004 p9). It is portrayed as a positivistic
methodology that assumes a world that is out there to be discovered, rather than
alternative realities that are created. This echoes Schwartz & Gibb (1999) who

essentially saw Shell's planning process as being geared towards solving
technical problems.

The language used in Shell's scenario planning gives the impression that it is very
much about responding to changes in the external environment. It ignores the fact
that Shell is part of the environment, and can, to some extent, influence the ways
in which that environment develops. This is essentially the concept of agency:
that is the degree to which those within Shell actively try to ‘shape the future’ or
whether they simply fit their strategy to something which they perceive as
essentially out of their control.

In conclusion, Shell's use of scenarios may have had a significant influence on its
planning process, but it will of course have interacted with other factors such as
individuals' leadership, the organisational culture, and national discourses which
will together have led the organisation to the position it took on climate change.

Organisational Learning

The use of scenario planning means the structured discussion of potential futures
and possible responses, the aim of which is to develop a more systematic
approach to organisational learning. There is a large body of literature on
organisational learning from Argyris and Schon's (1978) publication
‘Organisational learning: A Theory in Action Perspective’ and Hayes, Wheelwright
and Clark’s (1988) ‘Dynamic Manufacturing: Creating the Learning Organisation’
through to Senge’s (1990) seminal work "The Fifth Discipline’.

Much of the organisational learning field stems from earlier work by authors such
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as Cyert and March's (1963) work on the ways in which organisations adapt to
change, and the fact that most organisational behaviour is based on routine (Levitt
& March 1988 p517). In particular Denton (1998) argued that “organisational
learning was really about the process of adaptation, and that adaptation is a key
part of strategic decision making” (Denton 1998 p18).

Lindbolm (1959) discussed the fact that the actions of organisations are
dependent on historical factors, and that their interpretation is also important to
understanding these actions. Pettigrew was also instrumental in the development
of organisational learning, and integrating it with other areas or organisational

behaviour, especially in his seminal work, the 1985 study of ICI entitled ‘The
Awakening Giant'.

While not wishing to be diverted by an in-depth analysis of organisational learning
literature there are areas of relevance to the development of Shell's position on
climate change. Grant (2003) discusses the way in which Shell's strategic
planning process has also become a method for gathering information and
disseminating it throughout the organisation. “Shell has placed particular weight
on the organisational learning aspects of its strategic planning system [its use of
scenarios] has focused primarily on the use of scenarios as vehicles for
exchanging ideas about the future [this brings together] multiple types of expertise
from both within and outside the Shell group” (Grant 2003 p15).

The social construction of the organisation’s environment

An organisation’s strategic planning process, as described in the previous section,
is principally involved in shaping the organisation's responses to a changing
external environment. Understanding the way in which that external environment

is perceived is therefore important to understanding the strategic plans that are
then made.

An organisation’s external environment is often seen as a definite entity that can
be analysed and responded to in a rational manner. “Managers prefer
consciously or unconsciously to operate in a positivist mode” (Wright 2004 p13).
Wright however suggests that a more realistic view is that the organisation’s
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environment is essentially a construct, created by the individuals involved. Even if
the organisation has an apparently rational, positivistic methodology for analysing
its environment, it will still be analysing the environment as it perceives it.

Organisations “continually interact with their environment; their interpretations
shape the environment more than the environment shapes them” (Wright 2004
p8). Wright suggests that the organisation itself will influence the environment
within which it exists; it will then interpret that environment in ways which are
dependent on the context and the experience of those involved. The environment
is dynamic, it is constantly being constructed and reconstructed; it is not a static
entity set in stone. Planners must acknowledge “that by their behaviours and
actions they will influence whatever futures are created” (Wright 2004 p8).

On this basis one can argue that the organisation will emphasise the importance
of those areas of the environment that it sees as being significant. This will
depend on the views, values, beliefs and previous experiences of the individuals
involved. It will be influenced by the internal organisational culture, and a similarly
socially constructed historical narrative of the organisations existence. The
organisation’s (socially constructed) internal and external environments are
constantly interacting, influencing one another in a dynamic, fluid manner.

Smircich and Stubbart (1985) similarly discuss organisations’ relationships with
their environment, and the influence this has on their strategic management. They
develop a model of an enacted environment, which maintains that “organisation
and environment are created together (enacted) through the social interpretation
process of key organisational participants” (Smircich & Stubbart 1985 p726).
Organisations and their environments are simply labels for patterns of activity.
The organisation is differentiated from the environment purely by “processes of
action and attention” by the organisational members (Smircich & Stubbart 1985
p726). The concept of the organisation and its environment, and their essence, is
a construct which is maintained simply because individuals act in certain ways and

interpret their actions, and those of others, in ways that maintain those concepts
and essences.
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Smircich and Stubbart's theories offer a revealing perspective on the nature of
strategic planning. They suggest that it is not possible for an organisation’s
analysis of its environment, and by extension its internal capabilities, to be
independent of the individuals doing the analysis (Smircich & Stubbart 1985
p729). These individuals will inevitably be influenced by the structures and
cultures within which they work. A particular set of structures and cultures within
an organisation will therefore tend to lead towards a particular analysis of the

organisation’s environment, and by implication the most effective way it can react
towards the environment.

2.3.4 Historical factors

Barney (1996) discussed the influence that historical factors have on a firm's
culture that can lead to particular strategies and courses of action. He cites
Pettigrew (1979), Selznick (1957) and Clark (1970 & 1972) in arguing that the
unique conditions surrounding every organisation’s origin and development
influences its present day actions. He argues that the personalities of the
organisation’s founder can also leave an imprint that influences culture and hence
actions, citing Schein (1983).

More recently, work by March & Olsen (2005) also suggests that the history of an
organisation can lead to a collective memory and organisational culture which will
influence judgements about what is appropriate. If an individual's identity is to
some extent defined by the organisation they work in, what they see as
appropriate will be influenced by the history, collective memory and culture of the
organisation they are working in. The more strongly they identify with the
organisation the more likely they are to abide by what is seen as appropriate
according to the culture of the organisation. Older, more established
organisations have more history to draw upon, which may therefore tend to lead to
a stronger sense of what are appropriate actions (March & Olsen 2005). Historical
influences could therefore be said to be more strongly institutionalised. If Shell is
a long established organisation with strong cultural values it is likely that
individuals within that organisation will feel it as a powerful influence.
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Discussing an issue that relates more specifically to environmental sustainability,
Levy and Kolk (2002) claim that Exxon has been deterred from diversifying into
renewable energy because of negative historical experiences. Exxon “lost more
than $500 million on renewables, and learnt a lot of lessons” in the late 1970s and
early 80s (Levy & Kolk 2002 p290). They went on to suggest that European
companies such as Shell lacked this experience and were therefore now less
reluctant to invest in renewable energy.

Some of these historical factors, and other issues discussed later such as
responses to public discourses, can be seen as early events in a path dependent
sequence of decision making. The early decision by Exxon to move into
renewable energy that led to substantial financial losses, coupled with a corporate
culture based on the principles of the founder emphasising that primacy of
profitability, may have made a later decision to invest in renewable energy a
virtually impossible route for the organisation to contemplate. Without the option
of investing in renewable energy the company would have found it much harder to
adopt a position supporting controls on greenhouse gas emissions.
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2.4 Economic Factors

This section looks at the differences between organisations' long and short term
outlooks and the risks and benefits of being a first mover in a particular industry.

2.4.1 Long and short term planning and profit motivation

O’Regan and Ghobadian (2004) argue that different factors affect long and short
term performance and that the two are not necessarily directly compatible. Their
study suggests that long term performance is more likely to be associated with
organisations whose strategic planning and culture is externally orientated and
emphasises creativity and human resources. Short term performance is more
likely to be associated with an internal orientation, and an emphasis on control
within the organisation (O’Regan & Ghobadian 2004 p419).

A study of an organisation’s management and culture may therefore give an
indication of whether the emphasis is likely to be on long or short term
performance. For a fossil fuel company, an emphasis on long term performance
is likely to be indicated by an interest in diversification and investment in
renewable energy, while short term performance would be indicated by
maximising the output from existing fossil fuel interests.

O’Regan and Ghobadian’s study is of small and medium size companies, but still
has some useful insights that are relevant to larger corporations, it is also
specifically of technology based manufacturing companies, rather than service
industries, which makes them more comparable with the organisation being
studied in this thesis. A weakness of O'Regan and Ghobadian’s study is that it is
based on statistical analysis of a sample of companies, but there is little
discussion of the mechanisms that may be driving the factors discussed.

In his comparative study of oil companies’ strategic planning, Grant (2003) found
that all the companies studied recognised the problems involved in balancing long
term and short term goals. They “recognized that annual performance plans that
focussed on short-term profit maximisation were unlikely to achieve long-term
profit maximisation or maximisation of shareholder value” (Grant 2003 p19).
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Frynas (2003) also argued that Shell's investment in renewable energy wasn't
simply an effort to improve its image, “it had a very clear commercial rationale.
Shell came to recognise the enormous profit potential of the new technologies [...]
this market is expected to be worth billions in the decades to come, and Shell
wants to have a big slice of the cake” (Frynas 2003 p281).

Prakash (2000) carried out research on why some companies adopt certain
environmental policies that go beyond what is required by law and cannot be
shown to be immediately profitable. He found that in some cases individuals
wishing to promote a particular position used perceived long term benefits as an
incentive to justify short term costs, even though the benefits could not be easily
quantified in financial terms (Prakash 2000 p33).

Time horizons

In his study of the major oil companies Grant (2003) argues that traditional
strategic planning was focused on predicting and reacting to changes in the price
of oil. However the oil price shocks of the mid and late seventies led to a new
environment in which “the companies could neither forecast prices or demand”
(Grant 2003 p8). This led to an overall emphasis on shorter term planning, less
focus on long term growth and more emphasis on “squeezing increased
profitability from mature, slow growth (or no growth) businesses” (Grant 2003 p9).

The paradox is that in the 1990s oil companies were making investment decisions
in “an environment where forecasting was all-but-impossible” on projects that may
take a decade to start generating income and have “life spans extending for 30
years or more” (Grant 2003 p7).

2.4.2 First mover risks & benefits

An oil company that perceived benefits in being a first mover into renewable
energy may have been more supportive of calls to limit greenhouse gas
emissions. Lieberman and Montgomery (1998) discuss the potential risks and

benefits of being a first mover in an emerging market and what factors are likely to
determine successful first movers.
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The greatest risk that early entrants to an emerging market face is that they may
invest time and resources in areas that turn out not to be the most advantageous
in the long run (Lieberman & Montgomery 1998 p1112). For example if Shell
wanted to diversify into renewable energy before the market was well developed it
would be taking a risk in attempting to identify which technologies would
eventually turn out to be most viable. This may be a particular problem when the
key technologies require expensive and time consuming development at a time
well before they become commercially viable, and at a time where governments
are not giving a strong lead as to the ways in which policies may be applied to the
market. The problem is however more complex than it may at first appear
because large investments in an emerging market may alter the course of the
market development to the advantage of the investor.

Being a first mover may also give the organisation added credibility with policy
makers, and a resulting ability to influence policy making. A key advantage of
being a first mover is that the company can also shape public perceptions and
preferences (Lieberman & Montgomery 1998 p1113). If Shell, for example, was
generally perceived as being a pioneer in the field of sustainable energy they may
attract more custom for their products and incur less criticism from environmental
campaigners. The risk is that they may be accused of green washing: that is

simply paying lip service to the environmental issues in order to improve their
image and deflect criticism.

Lieberman and Montgomery suggest that companies with innovative research and
development capabilities are more likely to benefit from early entry, whereas
companies with expertise biased towards manufacturing and marketing may

benefit from waiting until the market has become more established (Lieberman &
Montgomery 1998 p1113).

There are other variables suggested, such as how established the company is in
the market and threats to existing core products (Lieberman & Montgomery 1998
p1114-5) but these are unlikely to be relevant because of the similar positions of
Shell and the other major oil companies. The significance of market share has
also been widely studied but again would seem not to be significant as Shell and
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Exxon have similar market shares, but apparently different attitudes towards
climate change and diversifying into sustainable energy.

Lieberman and Montgomery reviewed current research on the potential
advantages and disadvantages of being a first mover and the consequences of
moving, but they do not consider why the organisation decided to move, or not, at
that particular time. The question this thesis seeks to answer is why Shell
positioned itself the way it did, and an important point to consider is whether Shell

managers perceived that their organisation would have an advantage if the
company was a first mover.

Kolk and Levy (2002) contend that “BP, Shell and Texaco expressed the belief
that significant first mover advantages might accrue in renewables, but that new
competencies would take time to build, so early investments were warranted. For
Shell, this approach was a continuation of the company's history of organic,
internal growth. Managers thought that Shell's expertise with offshore rigs could
be applied to wind energy. The company's scenario planning process
emphasized a longer time horizon than Exxon and deliberately set out to

incorporate diverse perspectives and challenge conventional thinking” (Levy &
Kolk 2002 p292).

Exxon however felt that it would do better to wait and see what other organisations
were doing, learn from their mistakes and to see how the market developed.

They would then use their financial power to buy into renewable energy once it
became sufficiently profitable.

2.4.3 Carbon intensity

Rowlands (2000) hypothesised that companies with a more carbon intensive
portfolio of products, and fewer investments in renewable energy, are less likely to
be supportive of plans to restrict carbon dioxide emissions, but his evidence did
not appear to back this up. He also suggested that companies that operate to a
greater extent in the developed world may support carbon dioxide reduction, but
this does not appear to hold either. Both the companies he studied had key
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markets in the west and developing countries formed a relatively small part of their
business (Rowlands 2000 p349).

Skjeerseth and Skodvin (2001) suggest that a company which is involved in more
carbon intensive energy sources such as coal and oil is more likely to resist
policies to restrict carbon emissions than one involved predominantly with less
carbon intensive sources such as gas (Skjaerseth & Skodvin 2001 p46). Although
this may be true, even natural gas still has a significant carbon content and would
therefore still be affected by mandatory controls on carbon emissions.

It is apparent that Shell has pursued a policy of decarbonisation “in 1997, Shell
announced that the Group's coal assets were under strategic review with the aim
of divestment, and the sale was completed in July 2000. Moreover, in October
1997, the Shell Group established a fifth core business, Shell International
Renewables” (Skjeerseth & Skodvin 2001 p49). This decarbonisation would
suggest that Shell was trying to reduce it's exposure to criticism over carbon
emissions as well as regulations that may restrict carbon emissions. The theory
suggests that Shell would be less likely to oppose restrictions in carbon emissions
as the carbon intensity of its products was reduced.

However Skjaerseth and Skodvin go on to say the Shell's portfolio of products was
not that dissimilar to Exxon’s for example, so this would not appear to be a strong
indicator of differences in policy (Skjeerseth & Skodvin 2001 p51).
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2.5 Response to Public Discourse

Public discourse may include general public dialogue that is relevant to the
organisation and its operation, or it can be discourse that is focused specifically on
the organisation involved. Shell had two such cases of the latter in 1995, when
there was extensive negative public debate around its operations in Nigeria and
the way it planned to dispose of the Brent Spar oil storage platform. These two
events have been the subject of much analysis and discussion.

Skjeerseth and Skodvin (2001) claim that “companies with experience of strong
public scrutiny are more likely to respond to enhanced public concern for climate
change by adopting a proactive climate strategy” (Skjaerseth & Skodvin 2001 p46).
They go on to argue that companies are more likely to respond to the demands of
the society in the country where they have their “historical roots, where they have
located their headquarters and concentrated most of their activities, particularly

their petroleum product sales which are directly exposed to the public” (Skjeerseth
& Skodvin 2001 p46).

On this basis one would expect Shell to take a position on climate change that
was in line with the public discourse it was exposed to in Europe, and particularly
Britain and the Netherlands, the countries where it has is historical roots.

2.5.1 National differences in public opinion

Scientific opinion has generally been relatively unified on the subject of man’s
influence on the global climate, however public opinion on the subject has varied
significantly (Brechin 2003 p106-7). It is reasonable to suggest that companies

based in particular countries will to some degree be influenced by national public
opinion.

Dunlap (1994) summarises an international survey taken in 1992, in the run up to
the Rio Earth Summit and five years before Kyoto. This survey asked question on
a wide range of environmental issues including the seriousness of climate change.
When comparing the United States with European countries the poll suggested
that the public in Germany took climate change most seriously with 73% saying it
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was very serious, Great Britain followed with 62%, Denmark 55%, the USA at 47%
and the Netherlands at 36% (Dunlap 1994 p119).

Brechin (2003) reviewed a number of international public polls on the significance
of climate change. He agreed with Dunlap and also found that the public in
general were poorly informed about the main anthropomorphic contributions to
climate change (Brechin 2003 p118-21). What was also notable was that in the
United States in particular even those who ranked climate change as a serious
problem, ranked it considerably lower than other issues such as contaminated
drinking water and toxic waste disposal.

Brechin reviewed a study of public reactions to President Bush'’s rejection of the
Kyoto Protocol. He found that over 80% of the public in Britain, Italy, Germany
and France disapproved of Bush'’s actions, while only around 40% of the United
States public disapproved (Brechin 2003 p123). Brechin however does not seem
to consider that this may be in some part due to the fact that citizens of any
country are perhaps less likely to be critical of their own leaders than those of
another country. Even having said this, it would appear to be an indicator that the

public in Europe are more supportive of actions to combat climate change than
the public in the US.

Nisbet and Myers (2007) reviewed the changes in United States public opinion to
climate change over the previous twenty years. They found that public awareness
of the issue had increased steadily from under half of the population to over 90%
(Nisbet & Myers 2007 p3), with around 75% saying they understood the problem
fairly well or very well (Nisbet & Myers 2007 p5). However the study showed that

even in 2000 over half the population still confused climate change with ozone
depletion.

Significantly, in the mid 1990s there was a fall in the number of people who
thought that climate change was real. Nisbet and Myers believe that this was due

to campaigning by conservative groups “to boost scepticism about the proble'rn”
(Nisbet & Myers 2007 p7).

Zehr (2000) backs up Nisbet and Myers’ claims about public opinion and offers
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some explanation. He argues that scientific uncertainty over climate change was
over-emphasised in the media leading to a public perception of scientific
knowledge that was at odds with the reality (Zehr 2000 p98-9).

Von Storch and Krauss (2005) studied the differences in reporting of
environmental issues in the media in the United States and Germany. They
suggest that in Germany events such as flooding and extreme weather are much
more readily linked to man made climate change by the media, than they are in
the United States (von Storch & Krauss 2005 p100). In contrast to the United
States people questioning the evidence for climate change are rarely taken
seriously in Germany (von Storch & Krauss 2005 p101).

The differences can be characterised by the fact that in the United States climate
change is generally referred to as ‘global warming’ which is perceived as less
threatening than the German term which translates as ‘climate catastrophe’ (von
Storch & Krauss 2005 p101). This study emphasises the importance of cultural
traditions in perceptions of the environment, so although it effectively contrasts the
United States with Germany one must be careful in extrapolating attitudes in

Germany to other European countries where cultural traditions may be subtly
different.

Barnard (1996) reinforces this, contrasting the generally pro-environmental
attitudes among the public, and businesses, in northern Europe and Scandinavia
with the less enthusiastic attitudes in the Mediterranean countries. He names

Germany, the Netherlands and Denmark as the greenest countries in Europe
(Barnard 1996 p23)

Skjeerseth and Skodvin (2001) corroborate this, arguing that a number of studies
have indicated that “the Netherlands is among the ‘greenest’ countries in the
world. Until the mid-1990s the environment was regarded as the most important
societal problem in the Netherlands” (Skjeerseth & Skodvin 2001 p55). They said
that a significant proportion of the population was “willing to pay higher prices for
environmentally friendly products” or " pay higher taxes, if necessary, for an
improved environment and was even willing to accept a lower standard of living”.
More specifically, Skjeerseth and Skodvin claim that this “has led Shell to use the
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Netherlands as a testing ground for society’s willingness to pay for environmental

protection in general, and clean energy in particular” (Skjeerseth & Skodvin 2001
p55).

The conclusion from the literature is that the science of climate change was
generally accepted in Europe by the mid 1990s and that openly challenging it
would have been counterproductive: the debate had moved beyond the science
and onto how to address the issue (Hoffman & Ventresca, 2002 p182-4). The
implication is that by the mid 1990s companies based in Europe, and especially
the Netherlands, would not even have considered publicly questioning whether
climate change was a reality. If they had done so, the negative public reaction
would have resulted in a clear challenge to their legitimacy.

On this basis one would conclude that a company influenced by European public

opinion is more likely to take a pro climate change position than one influenced by
United States public opinion.

Legitimacy

Legitimacy and public image is becoming increasingly important as companies
come under pressure in the media, particularly from environmental organisations.
The oil industry is one where different companies produce a relatively limited
range of products that are essentially indistinguishable from those of their
competitors. They may therefore seek to differentiate their products by factors
other than the simple objective qualities of the product itself. This has particularly
been the case with environmental issues. For this reason reputation and

legitimacy are used as ways of distinguishing one company’s products from
another's.

Levy and Kolk (2002) found that managers from European oil companies were
particularly concerned about their organisations’ perceived legitimacy.
“Interviewees from European companies expressed explicit concern for their
legitimacy and image. [...] a Shell executive discussed the ramifications of
negative publicity following the execution of Ogoni activist Saro Wiwa in Nigeria
and the Brent Spar incident: [...] there is a real concern for legitimacy and what
the community thinks. There is a fight for the hearts and minds of the public; this is
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a long-term force affecting our business" (Levy & Kolk 2002 p290). It is interesting
that the individual from Shell saw building legitimacy as a long term goal, rather
than a short term public relation exercise.

According to Frynas (2003) it appears as though Shell acted the way it did over
climate change because it was considering its reputation and legitimacy among a
wider group of stakeholders and was protecting its long term financial future in a
changing institutional environment. If the company’s sales are dependent in its
legitimacy, it is impossible to separate legitimacy and financial considerations.

Livesey (2001) discusses the change in Shell's rhetoric following the incidents
involving Brent Spar and Nigeria. She goes on to suggest that the change in the
way that Shell expressed itself publicly influenced the way that the organisation
viewed itself. She argues that organisations use rhetoric to reach out to their
external environment, and this can in turn help the organisation to adapt its
internal thinking to the changing external circumstances in a process of reflexivity.
The use of particular language in external communications in fact constructs a
new reality within the organisation (Livesey 2001 p59).

Livesey claims that Shell's public statements “moved the company from a taken-
for-granted discourse of economic development towards a cautious adoption of
the language of sustainable development” (Livesey 2001 p59). She emphasises
that Shell's crises of the mid 1990’s “raised issues of institutional legitimacy”
(Livesey 2001 p59).

Livesey argues that there is an evident change in the form of the language used
by Shell in the period following Nigeria and Brent Spar. Before and during these
incidents Shell's language was characterised by a rationalistic, logical stance.
Shell tried to emphasise its technical expertise. It tried to put forward what it
perceived as the truth, but lost out to the environmental NGOs “emotion stirring
tactics” that were founded on principles and beliefs rather that a dispassionate
assessment of the situation (Livesey 2001 p69). The NGOs rhetoric succeeded in
portraying Shell as greedy, uncaring and untrustworthy which further served to

undermine Shell's attempts to appeal to what the company saw as ‘the truth’ of
the situation (Livesey 2001 p70).
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Livesey argues that after Nigeria and Brent Spar Shell first went through a period
of denial and blame before recognising that it had issues that it needed to
address. “The group undertook extensive market research and stakeholder
consultation in 1996 (the year after Nigeria and Brent Spar) to discover how it was
perceived and what society expected from it in terms of environmental and social
performance. Its reaction to its findings was one of cognitive dissonance: We
looked in the mirror and neither recognised or liked some of what we saw. We
have set about putting it right” (Livesey 2001 p79).

Following Shell's troubles in Nigeria the statements of Cor Herkstroter, Shell's
chief executive at the time, show that senior management recognised that “the
institutions of global society [were] being reinvented” and that “modern demands
on companies are ... somewhat different to the traditional ones”. He talks about
the culture at Shell, “most of us at Royal Dutch/Shell come from a scientific,
technological background. That type of education, along with our corporate
culture teaches us that we must identify a problem, isolate it and then fix it. That
sort of approach works well with a physical problem — but is not so useful when we
are faced with, say, a human rights issue” (Livesey 2001 p79).

It seems clear that senior managers in Shell realised that there was a lack of
public trust in Shell, leading to a loss of legitimacy that could ultimately threaten
their profits. It is also clear that events surrounding the Brent Spar and troubles in

Nigeria were a critical turning point in Shell's understanding of the need to build its
public legitimacy.

Grundmann’s (2001) study of the way in which DuPont reacted to calls for
restriction of the use of CFCs in the 1980s is in many ways analogous to a study
of Shell's position in the 1990s.

In 1986 DuPont gave up its position as one of the most forceful defenders of
CFCs, one of the company’s main products. Grundmann argues that DuPont
wished to be seen to be backing controls on the use of CFCs and leading the way
producing alternatives so as to “cultivate the company reputation for acting
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particularly responsibly and pursuing first class science” in order to build up their
long term reputation with customers (Grundmann 2001 p151).

This is a clear example of an organisation using a response to an environmental
issue as a way of promoting its own legitimacy. Interestingly Grundmann also
argued that, even if legal restriction were not introduced, the company was worried
about being sued in the United States by people who developed skin cancer as a
result of environmental damage done by CFCs (Grundmann 2001 p153).

Prakash (2000) carried out research into companies adopting environmental
policies that go beyond what is required by law and cannot be shown to be
immediately profitable. This research deals with issues surrounding organisational
legitimacy, it concentrates on how external factors influence those individuals
trying to promote such environmental policies within the organisations.

He argues that some companies feel they need to be seen to be leaders in
implementing environmental improvements “if they wish to remain a credible
player in the environmental policy discourse” (Prakash 2000 p153).

At the time of Prakash’s study there was increasing negative media coverage of
industry’s indifference to environmental concerns, (Prakash 2000 p67). In the mid
1990s Shell was also under public and media pressure to make changes to their
attitudes towards social responsibility and sustainability. Being more
environmentally proactive creates “goodwill with regulators, local communities,
citizen groups” and the media, and reduces future liabilities (Prakash 2000 p68).
Promoters of policies within organisations emphasise the necessity to maintain a
good relationship both with regulators so they will be more cooperative or lenient
in case of problems and also with the media to promote a positive image and
minimise negative stories (Prakash 2000 p78/9). They also argue that if the
organisation did not take measures voluntarily, they would have them imposed on
them as legal regulations (Prakash 2000 p79).

As well as Shell aiming to improve its public image with its environmental position,
its more recent experience of implementing internal carbon trading schemes
resulted in it becoming a leading advisor to the European Union when the Union
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was designing its carbon trading programme. This meant that the company had
inside knowledge and practical experience of how the European scheme was
likely to run, before it became mandatory (Dunn 2002 p33).

Buffering or Bridging

Van der Bosch and van der Riel (1998) argue that when confronted with major
external threats, an organisation can act in one of two ways. It can either attempt
to defend itself from the threat by amplifying “the organization’s protective
boundaries” in order to prevent “external stakeholders from interfering in internal
operations” (van der Bosch & van der Riel 1998 p24), or it can act in ways that
“confirm the expectations of external stakeholders [in order to] enhance the
security of the organisation in relation to its environment.” Safety, survival and an
improved bargaining position are seen as the benefits of building relationships
with stakeholders (van der Bosch & van der Riel 1998 p24). These two strategies
are referred to as buffering and bridging.

It was decided that for this thesis, when looking at strategic decision making, the
concepts of bridging and buffering were more useful than the traditional proactive,
reactive and passive terminology or the dependent, defensive, offensive,
innovative and niche strategies as described by Schot (1992). This was because
the concepts of bridging and buffering more specifically encapsulate an
organisation’s reaction to specific external factors, and encompass the actions of

stakeholder groups. This applies to Shell's strategies leading up to Kyoto and its
position on the protocol particularly well.

Van der Bosch and van der Riel suggest that three organisational factors influence
a firm’'s choice of buffering or bridging strategies. First, the larger the company is
the more likely it is to adopt a buffering strategy; second the more important the
resources controlled by the firm are the more likely it is to buffer; third, a firm
whose management has a “collaborative, pioneering attitude” is more likely to
adopt a bridging strategy (van der Bosch & van der Riel 1998 p25). Shell is
amongst the largest companies in the world, and controls a vital resource, which
would suggest that it would tend to adopt buffering strategies towards climate
change, as companies such as Exxon clearly have. Van der Bosch and van der
Riel suggest however that “the attitude of top management towards cooperation
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with external stakeholders” is the most important factor (van der Bosch & van der
Riel 1998 p26). This implies that the company’s strategy will be significantly
determined by the personal views and values of the senior management.

External factors are of course also important, van der Bosch and van der Riel
suggest that “developments in the business environment that are perceived as
threatening” and beyond the organisation’s control are likely to encourage an
organisation to adopt a bridging strategy (van der Bosch & van der Riel 1998 p25).

It would seem to be the case that the events around Brent Spar and Nigeria were
beyond Shell's control. Therefore Shell's management found that they would
achieve better results by acting in ways that were appropriate, rather than in ways
that would be seen as profit maximising.

As discussed earlier there are again striking similarities between industry’s
reaction to calls for restriction on the use of CFCs and emissions of greenhouse
gasses. As Grundmann (2001) describes, the CFC industry initially tried to take
buffering actions, setting up a lobby group called the Alliance for Responsible CFC
Policy to campaign against regulations restricting CFC production. As with the ol
industry it argued that there was insufficient reliable scientific evidence linking the
use of their products to changes in the environment (Grundmann 2001 p143).
Again, like the oil industry, there were also allegations that the science was being
misrepresented and that scientists were being ‘bought’ by the pro CFC lobby for
their own commercial gains.

In 1986 DuPont broke ranks with the rest of the industry and admitted that CFCs
could be a cause for concern and that it would be prudent to limit their use,
“contrary to the policy of other producers it hinted that it would be possible to live
with regulations because substitutes would then become profitable” (Grundmann
2001 p147/8). As with Shell, it would appear that DuPont's management realised

that its position could be seen as inappropriate and become unsustainable so they
decided to switch from a buffering to bridging strategy.

page 52



The Logic of Appropriateness

March and Olsen (2005) propose that individuals act in accordance with what they
feel is appropriate for them in a particular situation. This is determined by the role
they are playing in a particular circumstance which will include expectations of
what is seen as “natural, rightful, expected and legitimate” (March & Olsen 2005
p3). This is in turn determined by the collective culture and self image of the
organisation within which the individual is working.

This is essentially an institutional argument; it is “in contrast to current
interpretations of politics that assume self interest and rationally calculating actors”
(March & Olsen 2005 p5). It is also important to recognise that this implies that
decision making processes are “not primarily connected to the anticipation of
future consequences” (March & Olsen 2005 p4), but that actors base their actions
on the outcomes of previous actions in similar circumstances.

March and Olsen briefly discuss how actors react in times of change. They say
that when existing rules and narratives no longer make sense, “there is a search
for new conceptions and legitimations that can produce a more coherent shared
account” (March & Olsen 2005 p15/6).

National factors and influences

The Brent Spar crisis graphically demonstrated the differences in position of
Shell's different national operating companies. Once the crisis started to impact,
Shell companies in Germany and the Netherlands, where public protests were
loudest, wanted to stop the sinking of the Brent Spar, while Shell UK, which was

responsible for the Brent Spar, was unwilling to back down (van der Bosch & van
der Riel 1998 p28).

This would appear to be a direct reaction to public discourse, or lack of it, in the
different countries where Shell operates. Shell UK announced “a reversal of its
decision to sink the Brent Spar, apparently after having been instructed by the

Group’s Committee of Managing Directors [senior management] to do so” (Frynas
2003 p278&9).
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Zyglidopoulos (2002) looked at the reasons why Shell reversed its decision on the
disposal of the Brent Spar platform. His primary finding was that although the
disposal was being carried out by Shell UK, and “although it was Greenpeace-UK
who started the opposition to the deep-sea disposal of Spar, it was public
pressure from Germany, the Netherlands, and Denmark which finally made Shell
change its mind” (Zyglidopoulos 2002 p145).

His argument is that because Shell is a multinational organisation a wider range of
stakeholders are able to bring direct pressure on the company than would be the
case for a national company. This means that the organisation has to take into
account the views of a much more diverse range of stakeholders than would
otherwise be the case, and that its global operations may be affected by public
opinion in individual parts of the world where it has major markets. “The
reputation of a multinational corporation, because it transcends national
boundaries, can act as an international enforcement mechanism in matters of
social and environmental responsibility” (Zyglidopoulos 2002 p146).
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2.6 Influence of National Policy and Requlation

This section considers the impacts that national governments’ policies and
regulations may have on a company's position on climate change.

It looks at the differences in climate change policy and regulations in different

countries and in detail at the Netherlands, the country by which Shell is most likely
to be influenced.

2.6.1 National policies and organisational responses

Skjeerseth and Skodvin (2001) argue that companies’ positions on climate change
will depend on the strength of national climate policy “in terms of targets and
policy instruments [...] a strong climate policy may create pressures and
opportunities as well as reducing uncertainty. Ambitious greenhouse gas reduction
targets and mandatory policy instruments such as regulation and economic
instruments send a clear signal to target groups” (Skjeerseth & Skodvin 2001 p47).

Companies may also attempt to shape governmental policy making, leading to
what is known as regulatory capture. Skjeerseth and Skodvin argue that the extent
to which this happens will depend on whether the relationship between the

companies and governments is collaborative or conflict oriented (Skjeerseth &
Skodvin 2001 p48).

Frynas (2003) says that Shell traditionally has had “some very close relationships
with governments. One of its strengths has been the ability to manage those
relationships” (Frynas 2003 p280). He went on to say that the importance of these
relationships has, in some areas, been surpassed by the growing influence of
other parts of society (Frynas 2003 p280). It is in any case clear that all

organisations have to operate within the legal and policy frameworks that are
determined by governments.

“Large companies seem to be affected by the political realities of their home-
country bases. Shell Europe mainly operates within the framework of European
politics, while Shell Oil in Houston, Texas, is trapped between two different
climate-policy situations. Europe, with the European Union in the lead, has had
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the ambition to play a leadership role in international climate policy since the
beginning of the” (Skodvin & Skjeerseth 2001 p103), while the United States
government has been much more reluctant to react.

In much of Europe there is more of a tendency than in the United States for
companies to work with government bodies to determine environmental
standards. “There is a greater tradition for evaluating environmental risk, often in
close co-operation with the authorities. The companies participate to a greater
degree in both the formulation and the implementation of standards. Lack of
compliance often leads to negotiated solutions that aim at improvement in the next
round. European companies are thus used to actively participating in the
formulation of environmental policy” (Skodvin & Skjeerseth 2001 p103).

It would therefore seem likely that an oil company that was based in Europe would
be more likely to take a proactive approach in working with national governments
and European institutions to shape climate change policies. Such companies
would also be likely to take a more considered and cooperative position than in
countries such as the United States where environmental policy making has a
history of being more adversarial, where government tend to impose regulations
which are then enforced in court if necessary.

In the run up to the Kyoto treaty the European Union was keen to be seen as a
leader in climate change policy and increasing the use of renewable energy. The
aim was to double “the use of solar and wind power to 12% of Europe’s energy
requirements by 2010”. The announcement gave a clear signal to industry and
complemented existing incentives to develop renewable energy in Germany,
Denmark and Holland (Sissons 1997).

2.6.2 The Netherlands as a leader in climate change policy

European policies towards climate change have tended to be clear and
prescriptive with targets for reductions in greenhouse gas emissions. The Dutch
government in particular has set national targets and “is currently using all main
categories of policy instruments in climate policy, including regulation, economic
instruments and highly structured long term agreements. Fourteen industrial
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sectors were selected as priority target groups involving some 12,000 companies
responsible for over 90% of industrial pollution” (Skjaerseth & Skodvin 2001 p57).

“Dutch authorities are thus sending a clear signal to the industry, creating firm
expectations of future regulations, by stepping up climate policy over time. This
also leads to less uncertainty with regard to future market opportunities related to
renewable energy sources. These signals correspond well with, and are actually
linked to Shell's anticipation of a future in which renewable energy sources will

account for a significantly increased share of energy demand” (Skjeerseth &
Skodvin 2001 p57).

Boyle (1998) makes a similar point in his discussion of differing national
responses to climate change. He says that the Netherlands was for many years a
leader in taking positive action and that a large proportion of the nation's industry
entered into voluntary agreements. The government introduced “green taxes
which reward investment in renewable energy and energy efficiency” this put

“Dutch industry well ahead of most other countries in preparing for change” (Boyle
1998 p4)

“The Netherlands has generally strong neo-corporatist qualities and relies on
industry self-regulation within binding frameworks, makes virtually no use of the
courts, emphasizes flexibility and focuses intensively on close cooperation
between target groups and the authorities, and between different governmental
departments and agencies aimed at consensus-building [...] Dutch companies are
thus used to actively participating in the development and implementation of
environmental policy. According to Shell Netherlands, the company has a very

good relationship with Dutch authorities on environmental matters” (Skjaerseth &
Skodvin 2001 p48).

It is clear that Shell, with its Dutch roots and being one of the largest companies in
the Netherlands, would have played a part in the formulation of Dutch policy and
would have been significantly influenced by it. It is likely that this would have in
turn shaped the organisation’s global outlook. Shell is however a multinational
organisation and therefore when deciding on a position on climate change it is
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likely that senior management would have at least considered the implications for
the organisation’s global operations.

In 2000 Shell set up an internal greenhouse gas trading scheme. This had two
purposes, first to help Shell to “meet their self imposed emissions targets”
(Skjeerseth & Skodvin 2001 p50), and secondly to help them gain experience in
emissions trading schemes. This was because similar international schemes were
being proposed to allow companies to trade carbon emissions as part of a move
to reduce overall emissions. “It may be argued that Shell's approach to climate
change may have much more significant long-term implications for its
organizational structure and business orientation and reflects a higher level of
commitment” (Skjeerseth & Skodvin 2001 p50).

In comparison to the United States, the more environmentally proactive position of
European oil companies has had an influence on other industry organisations in
the energy sector. For example “the European Petroleum Industry Association
(EUROPIA) has adopted a significantly more proactive position on climate change

due to the change in climate strategies of both Shell and BP" (Skjeerseth &
Skodvin 2001 p57).
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2.7 The Role of Key Individuals

2.7.1 Shaping individuals’ decision making

Hambrick (1984) outlines the ways in which individuals’ previous experiences
shape their decision making processes in terms of their “knowledge or
assumptions about future events, knowledge of alternative [courses of action] and
knowledge of consequences attached to alternatives” (Hambrick 1984 p195).
Demographic factors such as age, education and socioeconomic background, as
well as experience in the industry and the organisation in question, may have an
influence on an individual's perception of an issue and the merits of potential
responses (Hambrick 1984 p196). Hambrick also suggests that combinations of
individuals’ characteristics and external environmental factors may lead to
planning outcomes that may not have been predicted by knowing only one set of

variables. It would however be very difficult to objectively gauge the influence of
many of these variables.

Chattopadhyay et al. (1999), in contrast, suggest that the beliefs and hence
decision making processes of senior managers are influenced more by the beliefs
of others in the senior management team than by the previous positions they have
held or experiences they have had. They suggest that individuals are more likely
to be influenced by social interaction with colleagues to whom they relate more
closely, by virtue of factors such as shared backgrounds, experiences and age.

It is clear however from both Chattopadhyay et al. (1999) and Hambrick (1984)
that top management teams that have worked their way up through the
organisation are likely to maintain the status quo, have narrower perspectives, and
come up with less innovative solutions to unprecedented problems (Hambrick
1984 p200). This may be particularly important to some of the larger oil
companies that have a policy of promoting managers from within the organisation.

Hambrick goes on to point out that senior managers are not chosen randomly
from potential candidates “Executives often are chosen precisely because they
have the ‘right’ background or temperament to carry out actions hoped for by the
board of directors or other controlling parties” (Hambrick 1984 p197).
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Chattopadhyay et al. (1999) also confirm that individuals with similar views to the
existing management team may be more likely to be promoted than those with
differing views (Chattopadhyay et al. 1999 p781). This would tend to suggest that
the promotion of new executives was more likely to maintain the status quo, rather
than bring about radical change, especially if they were internal promotions who
already had a history of interactions with other senior managers and experience of
the corporate culture.

It is likely that any changes in Shell's senior management team, for example the
appointment of a new Chair of the board of Directors, would lead to the promotion
of individuals who's views were broadly in line with the overall direction of the
organisation at the time. As a result one would conclude that particularly if senior
individuals weren't appointed from outside the organisation, any changes in the
organisation’s position are more like to be stimulated by a change in the external

environment that forces a novel reaction from the existing management team.

2.7.2 Leadership

The fundamental difference between Exxon and BP (and Shell) is that Exxon
argued that while there was still a degree of uncertainty over climate change it did
not make sense to risk what they saw as the economic consequences of
implementing the Kyoto protocol. BP and Shell, on the other hand, believed that
the potential consequences of climate change were so serious that we should take

precautionary action, even if there was still some uncertainty (Rowlands 2000
p343-4).

Rowlands (2000) discusses these apparent differences between Exxon’s and BP’s
attitudes towards environmental issues, in particular carbon dioxide emissions.
He concluded that the single most important difference between the two
companies was that BP had a charismatic chief executive (Lord Browne), with
some ideas that were quite radical for the industry. In comparison Exxon’s chief
executive (Lee Raymond) was more traditional and conservative (Rowlands 2000
p350). Rowlands goes on to argue that “not surprisingly, the broader BP
organisation reflects its leader’s ideas” (Rowlands 2000 p350). He however then
qualifies this by saying that the organisation’s “decentralisation led to differing
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views on how best to do any particular task” (Rowlands 2000 p350). It is however
reasonable to argue that the attitude of the chief executive has an influence on the
corporate culture, and that an organisation with charismatic and outspoken
members of senior management is more likely to have policies and practices that
differ from the accepted norms for the industry.

BP publicised reductions in its carbon dioxide emissions, but it could be argued
that this was as much the result of improved efficiency, and hence cost reductions,
and the company is still committed to the production of oil and gas as its core
business (Rowlands 2000 p345).

The article by Rowlands only considers two companies and there is little attempt
to identify and test the mechanisms by which the proposed hypotheses may work.
The author does however acknowledge some of its weaknesses, such as lack of
understanding of the way in which different factors interact (Rowlands 2000 p352).
He asks whether responses to threats may be to some extent determined by the
corporate structures and “the way in which information flows to the top of the

company (corporate understanding) and the way in which research is financed at
the national level” (Rowlands 2000p352).

Prakash's (2000) study, discussed earlier, looks at the influence of multiple
stakeholders on an organisation. It also ‘unpacks’ the firm, assessing internal
processes instead of regarding it as a single entity. It emphasises the importance
of leadership, as opposed to power. This involves policy entrepreneurs who
believed in a policy, getting it into place by persuading other key individuals that it
is the right thing to do, as opposed to using quantifiable cost benefit analysis to
demonstrate objectively it was the best course of action.

Prakash emphasises the importance of leaders’ power to convince sceptics in
order to bring about a consensus decision. Often they focused on defending the
company against a “hostile external environment” to make their case, the “policy
supporters invoked the [threat] of the external factors to impact internal dynamics
and usher in institutional change” (Prakash 2000 p67).
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If a proposed policy change is likely to lead to significant organisational change it
is likely that there will be winners and losers within the organisation. This is likely
to lead to groups who will support and oppose the changes. If there is little
organisational change proposed and therefore no real ‘losers’, it is likely that there
would be few who would oppose the decisions (Prakash 2000 p67).

In the case of Shell's policy towards climate change, their initial proposal was to
increase investment in renewable energy which would have created ‘winners’
without significantly affecting other parts of the business. The implication is that in
the long term the significance of the fossil fuel part of the organisation will decline
in importance. Shell management has however pointed out that oil will be a major
part of their business for the foreseeable future, which would seem at odds with
their statements on climate change, but would reassure those involved in these
parts of the organisation.
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2.8 Summary

It is obvious from the literature that Shell would have experienced a wide range of
factors that could, to differing degrees, have influenced the position it took on
climate change. It is also apparent that combinations of factors could interact in
ways that would produce results that were more than simply a sum of the parts.
Path dependency theory suggests that relatively small events early on in a
historical sequence may set in place a course of action that then becomes
increasingly difficult to deviate from. The order and timing of events therefore
becomes important to understanding the eventual outcomes.

A number of potentially influential factors are suggested by the literature. It is
clear that organisational structure and culture are inextricably linked, and that they
have the potential to influence strategic planning outcomes. There is however no
clear consensus on how the strength of such influences can be quantified on a
practical basis. There is also a suggestion that there may be other factors that are
considerably more significant in deciding eventual outcomes.

There are a range of theories in the literature that describe decision making
processes within organisations. This thesis takes a broadly institutional approach.
The main debate of interest is the degree to which strategic planning outcomes
are the result of rational economic decision making, as opposed to institutional

factors that are out of the actors’ control, and possibly not even recognised by the
actors.

Scenario planning is claimed to be a central part of Shell's strategic planning
process, and some authors suggest that it plays an important part in the position
the organisation takes on major issues such as climate change. There is debate
in the literature over how realistic the scenarios are in practice, with authors
arguing that they give the impression that Shell is very much a passive actor,
reacting to events, rather than being actively involved in shaping them. There is
also much discussion of the way the external environment is perceived by
individuals within the organisation. The literature argues that actors generally see
the external environment as something that is objective and independent,

something that can be rationally analysed. Several authors however argue that
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the external environment is actually socially constructed and dependent on the
individual seeking to analyse it.

The literature discusses the relative importance of long and short term economic
planning objectives, and the financial risks and benefits of being an early mover in
a developing market. The conclusion was that the key factor for an organisation is

judging when it is the right time for that particular company to move into the
renewable energy market.

It is clear that Shell's early move into renewable energy was linked to, but not
necessarily dependent on, its position on climate change. Different oil companies
with different outlooks and planning time horizons make different judgements
about when is the right time for them to move. An oil company is more likely to

support calls for controls on greenhouse gas emissions if it is planning to diversify
into renewable energy.

There have been suggestions in the literature that an energy company with a less
carbon intensive product portfolio would be more likely to support calls for
restrictions on greenhouse gas emissions. The evidence from studies has
however failed to show any clear link between the two.

There has been much discussion of the way in which public discourse has
influenced the position Shell took in relation to environmental sustainability and
social responsibility issues in general. There is a general agreement among
authors that organisations that operate within an environment where there is a
strong public discourse on a relevant issue are likely to have their decision making
influenced by that discourse. This is particularly likely to be the case if the
organisation has received strong public scrutiny or criticism of its position. Shell
experienced considerable negative publicity over the disposal of the Brent Spar
and its involvement in Nigeria; this is likely to have influenced management
thinking when they were considering what position to take in the run up to Kyoto.

The public in Europe, and the Netherlands in particular, accepted the seriousness
of climate change much earlier and has been more supportive of action to combat
it than in the United States. A company based in Europe is therefore more likely
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to support an initiative such as the Kyoto protocol. This is evident in the difference

in the position taken by Shell's subsidiary in the United States and Shell's
headquarters in Europe.

An organisation that was openly refusing to support what the public in its home
country saw as desirable is likely to have questions raised over its legitimacy.
Once Shell's management realised that it could not defend itself against the
criticism it experienced over Brent Spar and Nigeria, it decided that it needed to

carry out a wider stakeholder analysis and reach out to its critics with bridging
actions.

The literature suggests that, as with public discourse, governmental policies and
national regulations also influence the position taken by organisations.
Government policies towards climate change in Europe, and the Netherlands in
particular, have been much more progressive than in the United States. The
Dutch government has also traditionally worked closely with industry when
planning and implementing policies, this is also likely to have had a significant
influence on Shell, an organisation with a strong connection to the country.

Key individuals within an organisation have the capacity to play a significant part in
determining the position the organisation takes on particular issues. Factors such
as an individual's age, background, education and experiences will all influence
their views on particular issues, but as the literature says this is very hard to
quantify meaningfully. The literature also points out that individuals whose
outlooks suit what is accepted as appropriate within the organisation at that time
are more likely to be promoted to senior management.

There is some debate within the literature over the extent to which individuals can
influence the position of an organisation. In an organisation with a powerful chief

executive, that person’s level of influence is likely to be higher than at Shell with its
more consensual committee structure at board level.
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This thesis investigates the contribution that each of these factors made towards
determining the position Shell took on climate change, within an over all theory of
path dependency.
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Chapter 3

Methodology

This chapter is a detailed description of the methodology used to carry out the
research.

It discusses what data was required to address the research question and then
considers how the data was collected, looking for the best ways of gathering and
interpreting it to give the types of results desired. It considers the issues of
sampling, and the practicalities of gaining access for interviews with the individuals
of interest, as well as accessing other potential sources of primary data. Matters
such as reliability and validity are addressed as are ethical concerns.
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3.1 Introduction

The research takes the form of a single case study as described by Yin (1994).
Yin states that case studies are the preferred strategy when “a ‘how’ or ‘why’
question is being asked about a set of events over which the investigator has little
or no control” (Yin 1994 p9). These conditions fit this thesis, as it is asking why
Shell took the position it did, in being one of the first major oil companies to
acknowledge climate change as a serious issue, and why it has been more
proactive in addressing the issue than the industry norm. As well as this the

researcher is unlikely to have any influence over company policy or practice over
the period of the research.

The theoretical background to this thesis is more interpretative than positivistic. It
takes the point of view that knowledge is contextual (Mason 2002 p62) and seeks
to understand a “transient” or “emergent” reality (Chia 1995 p579) that is specific
to the people, the organisation, and the context in which they work. This thesis
leans towards a constructivist philosophy, with an understanding of individual
perceptions being based on a subjective reality produced by those involved, based
on cultural factors, relationships and contextual knowledge. For this reason it was
felt that a research method based on qualitative data gathering would be best able
to prove the desired in-depth insights into individuals’ perceptions of events.

The primary source of data was semi structured interviews with key individuals
linked to Shell; this was supplemented with documentary evidence where
available. As Robson (2002) states, one of the “circumstances in which a
qualitative research interview is most appropriate” is “where individual perceptions
of processes within a social unit — such as a work group, department or whole
organisation are to be studied” (Robson 2002 p271). This fits the aims of the
research; i.e. of studying individual actors’ views on why an organisation took the

position it did with respect to an area of policy where there was uncertainty as to
how best to act.
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3.2 Deciding what data was required

3.2.1 Introduction to data gathering
“Research design is the logic that links the data to be collected (and the
conclusions to be drawn) to the initial questions” (Yin 1994 p 18).

The aim of this research is to analyse the development of Shell's position on the
issue of climate change. It is looking at the reasons why Shell's position diverged
form the industry norms and what factors were influencing the organisation. The
thesis is interested in historical events, going back to the late 1980s when climate
change was starting to become the subject of wider public discussion, through to
the end of the 1990s when the Kyoto treaty was signed. It also looks at more

recent events that may help illuminate management and decision making
processes at Shell.

The first step was therefore to gather information from documentary sources
about precisely what Shell’s policy is, and how it has changed. Following that, the
task was to understand why the policy had developed in the ways that it had. To
do this the researcher sought the views of individuals who have been involved in
policy making, and those who have been close to them, and witnessed the
process. This was done both by interviewing key individuals, current and previous
employees of Shell, and also by analysing interviews, speeches and statements
previously made by key individuals.

Of particular interest was gaining access to individuals who were senior Shell
executives in the early to late 1990s, through the period when climate change was
starting to become a topic of public debate, and the subsequent signing of the
Kyoto treaty. It was also valuable to talk to current employees, some of whom
have been working at Shell since the early 1990s. These individuals had
therefore witnessed the development of the climate change debate, and Shell's

response, in terms of internal discussions and also its policy response, from the
earliest days.

The aim was therefore to talk to those individuals who were involved in, or who

had access to, the decision making and policy setting process in Shell, i.e.
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individuals who were as senior as possible. It was also of interest to talk to those
who had witnessed or contributed to the decision making process, for example
advisors and researchers working in Shell.

It was also felt desirable to interview people from outside the organisation who
would have an interest or a particular perspective on the development of Shell's
policies. This included for example, other researchers in the field, other people

working in the energy industry and environmental organisations campaigning for a
stronger response to climate change.

It was recognised that although interviews would be the main source of data, full
use should be made of all other relevant sources. Shell has an on-line archive of
speeches and presentations made by its senior executives going back to 1996.
The organisation also has a similar archive of press releases. Several media
sources, including the major newspapers, have good databases of articles and
interviews about the development of knowledge on climate change, and the
growing public debate about climate change. As well as this there is information
available about industry responses, including interviews with senior energy
industry executives. These were particularly useful for obtaining a historical
perspective on Shell's position, and the wider topic of climate change. Throughout

the research process an open mind was kept about the possibility of other useful
documents becoming available.

The data gathering programme was designed to evolve, within the boundary of the
research question, to include different people as individuals were interviewed and

the work progressed. The aim was to explore the field, building up a picture of the
topic as the research developed.
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3.3 Planning the data gathering

3.3.1 Primary data gathering at Shell

Why was Shell chosen?

Shell was chosen because it is a case where one of the largest companies in the
fossil fuel industry diverged from the norms of that industry. It was among the
first, and most prominent company to speak openly about the threat of climate

change and the need for industry to react, and has since taken the most
considered and consistent path.

This research seeks to understand why this organisation stands out so
prominently in contrast to the industry norms. It is being studied because it is an
extreme case (Maylor & Blackmon 2005 p249), or as Feagin, Orum and Sjoberg
(1991) put it a “deviant” from the norm (Feagin et al. 1991 p61&2).

The study of a deviant case can lead to a better understanding of a wider
population (Feagin et al. 1991 p16). The in-depth study of why Shell was among
the first to acknowledge climate change, and has been among the most consistent
in addressing the issue, will not only provide an understanding of the path taken
by the organisation, but should also help to produce an understanding of why the
rest of the industry has taken a different course, and has been much slower in
addressing the issue. The sample here is purposive; a particular case was
selected because it offered a particular insight into the research topic.

It was decided to concentrate on one company in order to allow for a greater
depth of study, rather than to carry out a comparative study of a number of
organisations. It is accepted that the greater depth of understanding of the
processes involved with the single organisation is at the expense of the field level

understanding that could have been gained from a comparative case study
design.

Choosing the individuals within Shell

As this is an in-depth study of a particular case, a sampling methodology that
would allow the selection of particularly interesting subjects for data gathering was
chosen. It was felt that methodologies designed to produce randomised sampling
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to get a representative sample of a population would not have been appropriate in
this case. The sampling strategy was therefore very much purposive. The plan
was to talk to people and search for information which would be particularly
effective at illuminating the research question. The aim was therefore to go
directly to specific people, rather than take a sample of the company as a whole.

The aim was to gather data from the key decision makers within the company.
The top person in the organisation is the Chair of the Committee of Directors; key
individuals to interview would therefore be the Chairs going back to the early
1990s. The names of these people are freely available, but they are also still
prominent people in the business world, and access proved a particular problem.
There was also a former senior executive in Shell UK who had been particularly
vocal about climate change, who provided a useful insight into Shell's operation.

Initial research was done into the organisational structure of Shell to obtain a clear
idea of where individuals fit into the organisation. However it is recognised that
the formal structure of an organisation may not necessarily be representative of
the reality of practical working roles and relationships of the individuals within it.

Shell provides a significant archive of reports and speeches on its website. From
these documents it can be seen which individuals have been making particularly
significant comments about Shell's response to climate change, these people
could then be approached. Similarly, media articles often mention names of key
people involved in particular aspects of policy making. The final method of
selecting individuals to approach was by using personal contacts in Shell known to
colleagués at the institution where the researcher was based. This proved to be a
valuable point of entry into the organisation.

Once initial contacts were made with individuals, and interviews carried out, they
were then asked if they would like to suggest any other individuals who were key
players, who would be useful to talk to about this subject. Most of the
interviewees, both current and former employees, were happy to suggest one or
two other names. After a while the same set of names started recurring,
suggesting that a reliable sample had been achieved. This is discussed in more
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detail in chapter 5. This strategy of ‘snowballing’ provided a network, of key
players.

A negative aspect of this strategy is that the people who agree to be interviewed
may be, to some extent, be the ones who feel they have something to say. A
researcher can't force individuals to talk; they are therefore, to some extent, a self
selecting sample. During the course of this research, the majority of individuals
approached did agree either to be interviewed or to answer questions in writing.

When using this strategy there is also the possibility that the sample is a closed
circle of individuals within the organisation, and that there may be other circles of
individuals, which remains invisible to the researcher, but are equally influential in
the organisation. It must be said however, that most people contacted agreed to
be interviewed, and that the group included some of the most senior executives in

the company so that it is less likely that there were circles of influential people who
were missed.

The number of individuals in a sample of this kind is likely to be relatively small for
the following reasons:

e The historical aspect of the research makes it harder to track down key people
who have since left the organisation.

» The international nature of the organisation makes it harder to access
individuals who may be living and working abroad. Shell's headquarters are
now in Holland, although it has major offices in London.

e Senior individuals have a lot of pressure on their time and may therefore be
less likely to be willing to give time to academic research.

» By definition there are only a few senior individuals in an organisation.

e The potentially sensitive nature of the topic may make people less willing to
talk. This doesn't however seem to have been a serious issue; individuals
within Shell have been reasonably open and willing to talk.

¢ As climate change becomes bigger news, there is more interest from the media
and other writers and researchers. There is therefore more pressure on
peoples’ time to make public responses to the issue.

Although the sample may be relatively small compared to the total size of the

organisation, the key was to have a set of individuals whose views and opinions

can illuminate the research question in the desired way. By obtaining a select

group of Shell's most senior management, who were involved in the decision
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making process over the time of interest, a valid insight into the formation of
Shell's policy can be obtained.

Practicalities of gaining access to Shell
Gaining the initial access to individuals of interest was perhaps one of the hardest
aspects of research. Initial enquiries to Shell requesting help to carry out the
research did not bring positive responses.

It was therefore decided to simply approach people on an individual basis, and
asked if they were willing to be interviewed. The result of this was that there
wasn't anyone in Shell with any overall control over the way in which the research
has progressed. The advantage of this was that the researcher was free of any
influence from Shell management; the possible disadvantage was that having

official backing may have brought more opportunities for accessing individuals and
documentary evidence.

Flick (2002) discusses the effect that having official backing may have on the
attitude of interviewees. “Support for [the research] by a higher authority in the
first instance may produce distrust in the people to be interviewed. On the other

hand, being endorsed by other people (e.g. colleagues from another institution)
facilitates access” (Flick 2002 p55).

During this research there was always the question of whether individuals would
agree, or have the time to participate in the research. As Flick puts it in essence
“research is an intrusion into the life of the institution [...] is a disturbance, and it
disrupts routines with no perceptible immediate or long term pay off for the
institution” (Flick 2002 p56). While at times this may be true, an organisation, or
individuals within it, may feel that they have a message to communicate, and
would welcome an opportunity to discuss their views. Virtually all the contacts,

both current and past employees of Shell, seemed happy to be interviewed, and
were willing to give their opinions freely.
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3.3.2 Other Organisations

Most organisations in the energy industry are members of ‘Business Councils’ or
‘Industry Associations’. In the initial exploratory stages of the research interviews
were carried out with individuals from a number of such bodies including the UK
Petroleum Industry Association and the British Wind Energy Association. This
proved to be a good way of getting a background picture; the intention was also
that the industry associations could provide a point of entry into companies who
were their members. In reality this proved to be untrue, as although the industry
association were easy to access and willing to talk, they were unwilling to give out
contact details of individuals in their member companies. The most they would do
is to offer to pass on the researcher’s details, but this never resulted in anyone
from the member companies responding to the request for a meeting.

It would have been interesting to have been able to interview individuals from an
organisation such as Greenpeace, or Friends of the Earth, to get an outside
perspective from someone in an organisation which has typically been critical of
the fossil fuel industry. Initial contacts failed to produce any results, and even

after some discussion no-one from their climate change teams would agree to be
interviewed because they lacked the time.

A member of a small environmental organisation called Platform - London which
has done extensive research into the oil industry agreed to answer some
questions via email which provided a useful perspective from outside the industry.

3.3.3 Secondary data

Secondary data was sought from a number of sources. Searches of national
newspapers were carried out using the online Nexis archive. This was particularly
useful for finding when Shell made statements about environmental issues,
reacted to events or was being criticised or put under pressure from other
organisations. The ability to count the number of articles on a given subject over
set periods was a useful indicator of the level of public discourse at various points

in time. Reading a selection of these articles allowed the researcher to gain an
insight into the content of this discourse.
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Newspaper articles also allowed the researcher to compile historic details of key
events relating to Shell over the period of interest. The changing content of public

discourse and statements made by Shell could then be related to these key
events.

The Intergovernmental Panel on Climate Change (IPCC) reports were an
invaluable source of information and background material on changing scientific
opinions on the significance of climate change. This gave the researcher an idea
of what the scientific consensus on climate change was, information which could
be linked to media coverage at various points to give a further indication of the
development of the public discourse.

Shell's archive of press releases and public presentations and speeches allowed
the researcher to gauge the way in which Shell wanted its position on climate
change to be presented to the public. Shell also released regular annual reports
and a number of specific reports relating to sustainability, social responsibility and
environmental issues that provided useful secondary data. It is of course
recognised that public statements and press releases are very much an indication
of what the organisation wants the outside world to hear, and are not necessarily a
reliable gauge of what the organisation is actually doing. As mentioned previously

these Shell sources also gave a good indication of whom some of the key figures
were at given points in time.

A final source of data, and background information, was government and
regulatory bodies such as European Union agencies. These provided information
on policies on environmental issues, and specifically climate change, to which
organisations such as Shell would have to react.

Some of the secondary data was used to set the context for the research, and
some was used in the final data analysis. This data, along with the existing

empirical literature on Shell, was also essential for guiding the interviews, where
the primary data was gathered.
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3.4 Data gathering

3.4.1 Background
It was felt from the earliest stages that a qualitative case study type methodology

would offer the best way of obtaining the kind of insights that the research
question was designed to find.

This type of research allows an in depth study of individuals personal views and
perceptions of how Shell had chosen to position itself in the changing institutional
environment that has developed as a result of the debate over climate change. It
allows the researcher to study their perceptions of key events and how actions
have been rationalised. A case study methodology is the best way to allow a
range of data to be collected, and used to address the research question.

3.4.2 The use of a case study methodology

A case study can be defined as “an in-depth, multifaceted investigation using
qualitative research methods, of a single social phenomenon” (Feagin et al. 1991
p2). Faegin et al. argue that “a principle argument for case study research is that
it provides a way of studying human events and actions in their natural
surroundings [...] the case study enables an observer to record people engaged in
real-life activities, the [scientific] experiment is an artificial construction of life”
(Feagin et al. 1991 p7). The type of research carried out in a case study is
grounded firmly in the social situation in which the phenomena being studied
occur, it is not an abstraction, generalised to remove its context. This means that
the insights gained are deeper and richer than would be possible with a more
experimental, or quantitative, research methodology. The compromise is however
a loss of generalisability. It was important to be able to bring the historical context
of the organisation into the research as it was felt that this would make a

significant contribution to an explanation of why the organisation acted the way it
did.

Qualitative, case study, methodologies are particularly good at producing holistic
studies of social interactions. “Studies of the occupants of individual roles enable
the investigator to discover how the definition of a role emerges out of interactions
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between role-occupants and others; and studies of organisations permit the
researcher to discover social interaction patterns that occur among employees”
(Feagin et al. 1991 p8). This in-depth study of individuals within Shell will allow
their individual roles and perceptions to be analysed. It will allow an
understanding to be developed of which individuals and events were particularly
important in the development of a particular aspect of a company policy.

Research quality

An important part of the research design is maintaining the quality of the research
and being able to demonstrate this quality. This is something that Yin (2003)

discusses at length. The issue of quality is broken down into the following four
areas.

¢ Construct validity

This refers to the level of confidence that suitable measures are chosen as
indicators of the types of phenomenon being studied (Yin 2003 p35). This
research is studying why Shell was one of the first organisations in the industry to
take a positive position on to climate change.

Shell’'s position can be gauged by two factors. First by their public statements, in
the form of speeches by key individuals, reports published and other publicity
material, and second by efforts made by the organisation to combat climate

change, for example by improving efficiency or by investment in renewable
energy.

According to Yin, strategies for ensuring construct validity include, “using multiple
sources of evidence, establishing a chain of evidence” (Yin 2003 p 34). This
research studies the views of key individuals from within Shell, and triangulates it
with other research, individuals external to Shell, and secondary data sources
such as Shell publications and media articles. From these sources it aims to build
up a coherent picture of the reasons why Shell took the position it did.
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e Internal validity

This refers to links between cause and effect, i.e. if one company has, for
example, a higher level of knowledge on climate change, how can the researcher
be sure that this is a factor contributing to a more proactive policy response.
Obviously if there is little difference in levels of knowledge between different

companies, one can be pretty sure that level of knowledge is not a contributing
factor.

There is a need to link the phenomenon being studied to the potential contributing
factors via a plausible chain of cause and effect. There may be situations where
one can see a likely cause and effect, a plausible link, but be unable to prove it
conclusively. Yin suggests that a way of addressing this problem is by building
consistent explanations, and by addressing alternative explanations and
demonstrating why they are not plausible in this situation (Yin 2003 p36).

o External validity

This is concerned with the issue of generalisability, i.e. are the findings from this
research relevant to examples “beyond the immediate case study"? (Yin 1994
p35). The key here is that the research is not intended to “rely on statistical
generalisation [to a wider population] but on analytical generalisation” (Yin 1994
p36). This means that the researcher is attempting to generalise their findings to
theory rather than other individual cases. This research is related to strategy and
institutional change, and applies it to a particular organisation of interest. As Yin
suggests the results of this study may therefore be applicable to other

organisations which are making strategic decisions as a reaction to institutional
changes (Yin 2003 p37).

e Reliability

In a qualitative case study methodology the test of reliability is *if a later
investigator followed the same procedures as described by an earlier investigator
and conducted the same case study [they] should arrive at the same findings and

conclusions” (Yin 1994 p36). The key here is the careful documentation of the
research procedures carried out. Details of how the research was carried out are
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described, in this chapter, in such a way that would allow a later investigator to

analyse and repeat the methodology used. This is described by Yin as the case
study protocol (Yin 2003 p38).

The reality of a case study is however that it is carried out at a particular point in
time, even if a later researcher returns to exactly the same point events will have
moved on. This should not however be a serious problem with this study as it is
concerned primarily with historical events; a study of the same period of time
should therefore produce similar conclusions.

Case study protocol

The case study protocol is seen by Yin as an important way of “increasing the
reliability of case study research” (Yin 1994 p 63). The purpose of the protocol is
to clearly set out how the research is being carried out. This allows an outsider to

follow exactly the research methodology, to assess its quality, and if desired to
replicate the research.

Yin sug'gests that the protocol should have four components (Yin 1994 p 64&5).

e An overview of the case study, including objectives, any particular issues likely
to arise, and relevant readings.

e Field procedures, i.e. the way the data is being collected, and from which
sources.

» The precise questions the case study is asking.

¢ A guide for reporting the study, i.e. how results will be analysed and presented.
Although this thesis does not contain a case study protocol as a single item, it
does contain all of these items. The introduction in Chapter 1 includes an
overview of the research. It describes the context in which the research is set, the
purpose of the research, as well as the precise question the study is addressing
(Yin 1994 p66). The literature review covers relevant background reading.

The field procedures, i.e. the ways in which data was gathered are covered in this
chapter on methodology. This includes information on who was targeted and how
access was gained, how the interviews were carried out and how documents were
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obtained. The data analysis methods and the way in which the data will be
presented are also discussed in this chapter.

Multiple data sources

One of the main qualities of a case study is that it involves “multiple sources of
evidence, with data needing to converge in a triangulating fashion” (Yin 1994 p13).
Yin then goes on to discuss six principle sources of data, documents, both
contemporary and archival, interviews, direct observation, participant observation,
and physical artefacts (Yin 1994 p79&80).

This research uses interviews with key members of Shell's staff as its primary
source of data, but then backs that up with secondary sources, in the form of
documentary evidence. As discussed previously, this includes interviews available
in Shell's archives, and also in the wider media. Also considered are a number of

Shell's documents, such as company reports and environmental and ethical
guidelines.

Direct observation, and participant observation was not felt to be practical
because it was not possible to get the level of cooperation necessary from the
organisation. It proved not to be practically possible to get the appropriate
permission to allow the researcher to observe, first hand, senior management
meetings where company strategy was being discussed. Physical artefacts were

also not thought to be particularly relevant as data sources for this research
question.

3.4.3 The use of primary interviews
Interviews with key individuals were used as the principal source of primary data.
This was because it was felt important to talk to the individuals who were involved

in formulating Shell's policy response to climate change to gain an understanding
of their perspectives on the events in question.

The interviews were semi structured because of the desire to get an in-depth
understanding of the interviewees' points of view on the topic of research. The
research is seeking to understand the reasons why Shell has been more open and
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more proactive over the threat of climate change. It was felt important to allow
individuals to talk freely about the issues they perceived to be most important,
rather than risk the interview being constrained by the preconceptions of the
researcher. There was a loose structure to the interview in that the researcher
explained the research topic at the beginning, and used an interview guide, to
prompt the interviewee when necessary, and to ensure that a number of
potentially interesting areas were not overlooked.

The implication of having a less structured data collection methodology is that it
doesn’t generate standardised sets of data that can be compared in the way that
questionnaires, for example, could do. The benefit is that a depth of
understanding, of individuals’ perception, can be reached that would not be
possible with a more standardised methodology.

Some of the interviews carried out were conducted face to face, the others were
done over the phone. This was largely a matter of practicality, and largely dictated
by the interviewees, rather than the researcher. Interviewees who were
particularly busy found it easier to find time to talk on the phone. All of the face to

face interviews were carried out in Shell's offices in London, so physical access
was not a problem.

Preparation

Where possible background research was carried out on the interviewee, before
each interview, in order to find out a little about their professional background,
their work experiences and personal interests, and when appropriate, how long
they had been working in Shell and in what positions. This allowed each interview
to be personalised, and fine tuned, to allow the maximum amount of useful
information to be gained, and to make the most of each individual's personal
experiences. Knowing each individual's professional background also helps in the
understanding of their perceptions of the research topic.

For each interviewee an interview guide was prepared, space was left to write
notes, to record any personal thoughts during the interview, and to give some
space to write more detailed notes if the interviewee was in any way unhappy
about being recorded. The guide contained a list of the key “topics and their
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sequence in the interview” (Kvale 1996 p129). As the interviews were semi
structured, the guides were fairly loose lists of topics of interest, with some outline
questions to guide the interview.

During the interview

At the start of the interview a brief introduction to the research was given, to
explain exactly what the purpose of the research was, and what the researcher
hoped to get from interviewing the particular individual (Kvale 1996 p128).

Permission was then asked to record the interview, so that the researcher could
remember what was said more accurately. It was felt that explaining that the aim
was to ensure accuracy would be seen as a positive and non-threatening reason
for recording an interview. At no time were any problems experienced, no one
seemed uncomfortable about being recorded, even those interviewed on the
phone. All the interviewees were professional individuals, most of whom had
experience of speaking on the record about Shell. This of course has
methodological implications in terms of validity, in that the individuals may also be
experienced in repeating a standard company line on a particular issue, but it also

means that there were unlikely to be any particular ethical issues in terms of
protecting vulnerable individuals.

It was felt that it was important that interviews should be recorded wherever
possible as it allows more information to be gathered than could be done simply
by making notes during the interview. It also means that the interview is not
interrupted by the need to take notes, and that the original interview can be
‘revisited’ at a later date. The interviews were recorded on a portable MP3 player,
and then downloaded onto a PC for transcription, and of course backed up. The
use of the MP3 player meant that the recorder was smaller and less obtrusive

than a traditional tape recorder and longer interviews were not interrupted by the
need to turn tapes over.

If no background information about an interviewee was known, they were first
asked to say briefly what their professional experience was, how long they had
been working in Shell, and in what positions. It was particularly interesting to see
the degree of technical experience there is among the senior management, as this
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is likely to have an impact on the understanding, and reaction to, a scientific issue
such as climate change. It was also desirable to know how long the individuals
had worked for Shell to get some idea of what changes they were likely to have

seen, and how much exposure they had had to Shell's ways of thinking and
working.

“In order to understand and analyse statements it is necessary to take into
account the context in which they occur” (Flick 2002 p196). It is important for
qualitative interviewers to encourage the interviewee to “produce enough material

for the researcher to analyse in terms of contextual considerations” (Flick 2002
p196).

All the questions asked during the interview related to the individual's time with, or
experiences of, Shell. The language was kept as straightforward as possible at all
times, and the use of academic or theoretical terminology was avoided (Kvale
1996 p130). It was recognised that it was important that the interviewees felt free
to say what they wanted and were not unduly influenced by the researcher’s

preconceptions, or were trying to say what they thought the researcher wanted to
hear.

Immediately after the end of the interview the interviewer wrote up a few thoughts
and reflections, these were helpful during the transcription and data analysis.

Transcription

The interviews were all carried out and transcribed by the researcher. Initial
transcription was as close to verbatim as possible, including all the ‘ers’ and
‘umms’, and other verbal utterances as well as pauses, and laughs, where tﬁey
occurred. The transcription was left as close to the original speech as possible to
preserve a good sense of the character of the original conversation.

The initial transcription was usually done within a day; all were done within a
week. This meant that the memory of the interview was still fresh in the
researcher's mind during transcription. On the few occasions where a part of an

interview was not completely audible, it was usually possible to remember the
sense of that part of the conversation, if not the actual words used.
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Each transcript was then rechecked two to three weeks later, by this time the
immediate memory of the interview had passed, and it allowed the recording to be
heard with ‘fresh ears’. Any necessary corrections were then made to the
transcription. A few minor errors were occasionally picked up although this was
never more than an occasional word or phrase. On no occasion were mistakes
identified that significantly changed the meaning of the interview. Ideally it would
have been desirable to have had a second person checking the transcripts, but
due to the lack of time and resources this was not possible.

The transcription protocol is provided in Appendix |l
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3.5 Sources of data collected

Below is a list of the key sources of data collected for this thesis. Full details of
the key interviews carried out can be found in Appendix |

Primary research interviews
¢ Rob Hastings (Vice President Shell Renewables)

¢ Sir Mark Moody Stewart (Former Chair of Shell's Committee of Directors —
at time of Kyoto)

Lord Oxburgh (Former Chairman Shell UK)

Roger Booth (Former Shell — First head of Shell Renewables)

David Hone (Chief Climate Change advisor to Shell)

Benjamin Diss (Platform London - environmental campaigning
organisation)

o Jim Meyer (Oil Depletion Analysis Centre)

o James Lovelock (Independent researcher and former consultant to Shell)

e Nathan Bishop (Spokesman for UK Petroleum Industry Association)

¢ Alison Hill (Spokeswoman for British Wind Energy Association)

» Gaynor Hartnell (Spokeswoman for Renewable Power Association)

Shell speeches archive (about 20 relevant — 1996 to current)
¢ Jeroen van der Veer (Current Chair of Committee of Directors)
e Philip Watts (Former Chair of Committee of Directors)
e Mark Moody Stewart (Former Chair of Committee of Directors)
o Cor Herkstroter (Former Chair of Committee of Directors)

Shell documents
e Annual reports
e Energy scenarios
¢ Shell guide to business principles

Other Media sources
e Interviews with
o Jeroen van der Veer (Current Chair of Committee of Directors)
o Philip Watts (Former Chair of Committee of Directors)
o Mark Moody Stewart (Former Chair of Committee of Directors)
o Lord Oxburgh (Former Chairman Shell UK)

o Radio programme on Business responses to Climate Change

Other documents
e Greenpeace report — “Oil industry & climate change”
e Corporate watch report — “Shell's games at the Earth Summit”
¢ Friends of the Earth report — “Shell profits from Climate Change”
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3.6 Data analysis

3.6.1 Introduction

Following each interview the researcher had a transcript ready for analysis. It is
recognised that some information such as verbal utterances, tone of voice,
gestures and body language of the interviewee is inevitably lost in the process of
taping and transcribing a conversation. However the notes taken during and
immediately after the interview helped to recapture some of this information. They
helped illuminate why certain things were said and the ways in which they were
said. Any particularly strong feelings experienced by the interviewer, about
interviewees or their attitudes towards the subject, were also taken into account.
This allowed as balanced as possible an account of the interviewees’ views.

It is also recognised that differences between spoken and written language mean
that decisions have to be made during transcriptions. The transcriptions aimed to
record what was said verbatim, as accurately as possible, however when they
were quoted in the thesis most of the “ums” and “errs” and other verbal utterances
were taken out to remove unnecessary detail and make it easier to read fluently.
As Kvale (1996) noted, the “publication of incoherent and repetitive verbatim

interview transcripts may involve an unethical stigmatisation” of the group of
people involved (Kvale 1996 p172).

The aim of the data analysis in this research was to evaluate the individuals’ views
on Shell's position on climate change. For this reason it was felt that discourse
analysis was the most suitable approach to take. Content or conversation
analysis that focuses in depth on the process and structure of the language used

would not have produced the types of insights required in this analysis (Bryman
2001 p355).

The data analysis used discourse analysis that involves repeated reading of the
interviews, an immersion in the data in order to draw out key themes. Bryman
refers to this as adopting “an analytic mentality* or a “posture of sceptical
reading[...] searching for a purpose behind the ways that something is said or
presented” (Bryman 2001 p360-1). An added advantage is that discourse
analysis can be used in a similar manner for a wide range of documents including

interview transcripts, speeches, letters and company publications (Bryman 2001
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p365). This research seeks to ask ‘why’ questions and look for underlying
meaning; these types of questions are more amenable to unstructured techniques
such as discourse analysis (Maylor & Blackmon 2005 p353).

3.6.2 Coding
Although coding is often rejected by discourse analysts as being reductionist
(Miles & Huberman 1994 p8), it was felt that some very simple coding would be

useful to gain an initial overview of the main areas of interest that were present in
the data.

Coding helps assign meaning to pieces of text and is useful for “retrieving and
organising” such information (Miles & Huberman 1994 p56/7). It is useful because
it allows a broad assessment of themes and structures which run through the
data; it is a tool for reducing large quantities of text into a more concentrated form
“by paraphrasing, summarising or categorizing” (Flick 2002 p176).

The data analysis in this research did not however involve in depth coding as it

was felt that this would reduce rich qualitative data into less revealing data of a
more quantitative nature.

The codes used were initially based on the current literature on Shell’'s approach
to sustainability issues, and climate change in particular, but also with an open
mind to codes appearing “in vivo” (Bryman 2001p396) as the analysis progresses.

They were based on a set of potential reasons why Shell had acted in the way that
it had.

3.6.3 Analysis

Once the initial coding had been carried out, the interview transcripts and other

documents were then thoroughly analysed for comments by the interviewees that
relate to these concepts.

To obtain a deep understanding of the data a methodology was used that involved

“continued readings of the source material and vigilance over one's
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presuppositions [which permits] capturing the essence of the account [...]. This
approach does not lead to covering laws, but rather to a practical understanding of
meaning and action” (Miles & Huberman 1994 p8).

A list of prompts provided by Flick (2002) was used as a guide during the data
analysis, and an emphasis was put on understanding the actors’ perceptions and
interpretations of events and actions.

The list includes questions to ask of the data such as: what phenomena are being
addressed; who are the key individuals “which roles do they play and how do they
interact”; “which aspects [of the topic] are mentioned (or not mentioned)”; when
and where did key events occur, what reasons “are given, or can be
reconstructed” and “with what intention [or] to which purpose are they made; and

finally what “means, tactics and strategies [are used] for reaching the goals” (Flick
2002 p176).

3.6.4 Writing up

The purpose of the write up “is to develop a coherent narrative that tells the story
of the case study”. This was done by writing a broadly chronological narrative

around key themes based on the initial coding used in the data analysis. (Maylor &
Blackmon 2005 p252).

Much of the final write up is in the form of vignettes, using the actor's own words,
to explain or illuminate areas relating to the research topic. Vignettes are defined
as short narratives involving limited numbers of actors in a particular situation.
They are described as an effective way to extract key “pockets” of information and
“are helpful in formulating core issues in a case, [the researcher’s] theory of what

is happening” (Miles & Huberman 1994 p81). The research aims to allow the
actors to tell their stories with their own words.

A more literary style of writing up the data analysis may be criticised as being
incompatible with rigorous academic investigations. This is refuted by Feagin
(1991) “the literary - narrative approach can be as precise and disciplined - and at
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the same time a graphic, readable, and imaginative [...] description and is no less
scientific because it is descriptive” (Feagin et al. 1991 p20).
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3.7 Discussion of methodoloqgy

3.7.1 Research design and the case study methodology

When the research was initially planned there was a clear idea of the type of
insights that the researcher wished to gain. The aim was to investigate the views
of key individuals in order to analyse the reasons why an organisation had acted in
the way that it had. A number of possible research methods were considered.
The method used was chosen in order to provide the quality of data needed to
provide the desired in-depth insights.

It would of course have been possible to use a much more positivistic, quantitative
type methodology, for example by using questionnaires or focus groups involving
a larger numbers of individuals within the organisation. The advantage of this
would have been a much larger sample that would have given statistically
significant data for a wider ‘population’. It would have allowed the analysis of the
views of a more significant proportion of the company. The key disadvantage is
that it would not have allowed any of the in depth questioning of individuals that is
possible with a one to one interview. This means it would not have been possible
to analyse the background to their views and sources of influence in such depth.
A quantitative research method would not have allowed the researcher to
understand the ways in which individuals rationalised and justified their view. It
would also have made it harder to draw in a wider range of varied documentary
evidence that a qualitative case study can accommodate.

A secondary concern was that a quantitative study would have required the
support of senior management within the organisation, which may have proved
difficult to obtain. This would have been required to allow the approval and
distribution of a questionnaire, or the formation of focus groups. It would also
have required the co-operation of a larger number of individuals, but in a less
personal way, which may also have proved harder to obtain.

A criticism of much research into strategy is that it is “often static, cross-sectional,
and seldom involves any significant evolutionary perspective”. “Case studies are
typically wrapped around an explicit or implicit acceptance of a normative, rational
model of organisational decision making” (Smircich & Stubbart 1985 p734). This
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thesis aims to break out of that mould and therefore considers that an exploration
of the organisational context and historical perspective is essential to
understanding the current situation.

3.7.2 Use of interviews
Semi structured interviews were the chosen method of gathering primary data

because it was felt that they were the best way of gaining the in depth
understanding desired.

Interviewing is time consuming; it is therefore only possible to survey a relatively
small number of individuals, producing a relatively small sample. (Robson 2002
p273). This is particularly true for a single researcher with relatively limited time
and resources. This can lead to questions over the generalisability of the
research findings. This shortcoming cannot be avoided; the great strength of in-
depth qualitative research is the level of understanding of a particular situation that

can be gained, rather than the breadth of the overall picture. The downside is a
loss of generalisability to a wider field.

Carrying out interviews with subjects allows the building of a relationship with the
respondent that would not be possible with less personal methods such as
questionnaires. This should mean an increased level of trust and a willingness to
discuss more sensitive issues (Dunne 1995 p7). The interviewer is also able to
personally explain the purpose of the research and reassure the interviewee about
any concerns they may have. This may be important when discussing the
pressures and demands imposed by their jobs and other individuals within the
organisation, particularly if the interview is being recorded.

The opposing argument is that a questionnaire can be completed in private. It can
therefore give a greater sense of anonymity and is therefore better for dealing with
sensitive issues (Robson 2002 p237). The respondent may not however be
inclined to carry out such deep ‘soul searching’ when confronted with a
questionnaire than they might in a face to face interview. There is also a tendency
for respondents to both questionnaires and interviews to give responses that show
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them in a positive light, even if their anonymity is guaranteed. This tendency can
be addressed more directly by the researcher in a face to face encounter.

The negative side to building a relationship with the subject is that the nature of
the relationship may affect the way the responses are given. Even if the
researcher approaches each subject in the same way the relationship will be
subtly different in each case. For this reason each interview will always be an
individual experience and can never be a controlled, repeatable ‘experiment’ in the
positivist sense. There is no way of avoiding this, and the researcher must be
aware of the ways in which they may be influencing the individual subjects and
guard against them. It was felt that the benefits of the richness of data gathered
during an interview outweigh the potential difficulties of the influence of the
interviewer (Frey & Qishi 1995 p27).

Semi structured interviews were used as the best compromise between a totally
unstructured meeting and a fully scripted interview, which is effectively a face to
face questionnaire. A pre planned list of topics to cover means particular topics of
interest will not be missed, without tying the interviewee to the researcher's
preconceived ideas (Bryman 2001 p323).

A major advantage of the chosen method is that it allows the research to develop
and be shaped, as it progresses, within the boundaries of the research question.
One of the main factors for consideration is: “who are the main decision makers
that | should be talking to?” At the start the researcher inevitably has some
preconceived ideas of who the main players were likely to be, but after talking at
more length to people within the organisation it may turn out that other people are
having a significant influence. A more fixed, pre planned, positivistic methodology
would not have allowed the research to be shaped to take account of this, A
questionnaire type method carried out on a preconceived list of players may not
even have revealed other previously unknown sources of influence.

In conclusion, different methodologies have their own positive and negative
qualities. No one is better or worse than any other; they simply provide a different
type of insight into the question being asked. A widely distributed questionnaire
will give a good indication of the overall situation and will appeal to a more
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positivistic way of thinking. A smaller number of semi structured interviews will

give an in depth insight into the thoughts and actions of a number of individuals
within the organisation.

3.7.3 Validity & Reliability

Another point to be addressed is that of reliability and validity. If the researcher
takes a constructivist point of view then the concepts of validity and reliability don't
have quite the same meaning as they would to a strict positivist. As Mason (2002)
puts it, it becomes important that you show “your data generation and analysis
have not only been appropriate to the research questions, but also thorough,
careful, honest and accurate (as distinct from true or correct — terms which many
qualitative researchers would of course wish to reject)” (Mason 2002 p188). In
terms of validity this means being able to demonstrate how you came to your
conclusions “through a careful retracing and reconstruction of the route by which
you think you reached them” and by being “explicit in the reasoning” (Mason 2002
p194&191). This research aimed to do so. The words of Yin (1994) further
reinforce this: it should be possible for an independent critic to follow and evaluate
the procedures followed. The procedures used in this research are completely

and clearly documented so, as Yin put it, an “auditor could repeat the procedures”
and verify the results (Yin 1994 p37).

It may also be argued that a quantitative, positivistic methodology such as a
questionnaire is more robust because all the respondents are presented with
exactly the same situation and it is repeatable. To an extent this is true in that it
will give good reliability, but it does not necessarily lead to validity. The validity of
the results from any methodology is still however reliant on the researcher's skills
in devising effective questions to obtain the information successfully. This is

equally true in conducting a face to face interview as it is when producing a
questionnaire.
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3.8 Ethical issues

Ethical issues are an important concern for any research directly involving
individual people. As Kvale (1996) puts it “the personal interaction in the interview
affects the interviewee, and the knowledge produced by the interview affects our
understanding of the human situation” (Kvale 1996 p109). The ethical issues

likely to be involved in this project are summarised and discussed in the following
sections.

3.8.1 Research procedures

At all times the researcher aimed to be open and honest about the nature of the
research. Although it is recognised that it is, “rarely feasible to provide participants
with a totally complete account of what your research is about” (Bryman 2001
p484) as full an explanation as possible was provided. No deliberate deception
was used to gather information that may otherwise have been unobtainable.

When potential interviewees were contacted the nature of the research was
outlined. At the start of the interview permission was asked to record it, if the
interviewee was happy this was taken as informed consent that they were willing
to participate in the research. It was anticipated that all the potential interviewees
would be mature individuals working in a professional environment, it was not
anticipated that any of them would be especially vulnerable. If however, at any
point an interviewee had appeared uncomfortable or unsure about participating,
the interview would not have been pursued.

The interviewees were not offered anonymity as the nature of the research
question would have made it difficult to disguise key individuals' identities.
Occasionally interviewees asked that particular opinions were kept ‘off the record’
or not quoted verbatim. This was always respected.

3.8.2 Positive benefits of the research

The first, and possibly the most important concern is to address the potential
consequences of the research. Kvale (1996) quotes the American Psychological
Association in saying that research should have a beneficial impact on the “human
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condition” (Kvale 1996 p109). It was felt important that the knowledge gained
from this research project should be able to make a positive contribution towards

efforts to improve the environmental policies of corporations in the fossil fuel
industry.

It was felt that an understanding of the reasons why some companies were doing
more than others maybe useful for those wishing to help encourage the less
proactive ones to see the benefits of improving their performance. At the end of
the project a summary of the findings was sent to all the people involved. Many of
these people are key actors within Shell and other companies, with the potential to
contribute towards decision making about future policies.

The research findings may also be of help to the individuals involved, in their jobs,

and it is not anticipated that the research will have any significant negative impacts
on the individuals.

This thesis will make a positive contribution towards the academic community
seeking to understand the phenomena being studied. It will also lead to an

improved level of knowledge and understanding for the researcher, which will help
improve performance in future work.

3.8.3 Reducing the negative environmental impacts of the research

Any activity, including academic research inevitably has some degree of
environmental impact. The research sought to minimise these aspects, for
example by using public transport for travel to meetings and using telephone
interviews to avoid the need for travel. Unnecessary printing was avoided
wherever possible, and paper was reused and recycled paper where possible.
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Chapter 4

Findings

This chapter presents the data that was gathered and the subsequent findings. It
starts with a brief history of Shell and contrasts its position with that of the
companies which opposed reductions in greenhouse gas emissions.

The main section explores the development of Shell's position on climate change
in the form of a narrative. It draws on the full range of data sources and explores

the significance of a range of factors that led Shell to take the position it did.

It finally summarises the case study as a whole.
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4.1 Opening vignette

The following two extracts demonstrate the difference in position between the
parts of the fossil fuel industry which were vehemently opposed to controls on
greenhouse gas emissions such as the Kyoto protocol, and Shell which has taken
a much more progressive position.

The following paragraph is a public statement made in 1998 by Cor Herkstroter,
then head of Shell.

“The issue of global climate change, its probable causes and potential
consequences has been one of the most widely debated topics of
recent years. And rightly so: the state of the world we leave for future
generations must concern us, and since the balance of scientific
evidence suggests a link between climate change and human activity,
we have a responsibility to take prudent precautionary action. But it is
ironic that many of those human activities have also brought huge
benefits in terms of economic and social development. Is it now
necessary, for the long term future of the planet, to limit such
development? Or will there be technical solutions which allow
development to continue? Unfortunately we cannot wait to have all the
answers, and this dilemma is one which, on balance, has been sensibly
tackled in the Kyoto Protocol. [...] We in Shell, on the whole, welcome
the outcome of Kyoto” (Herkstroter 1998).

In contrast, the next paragraph is the abstract from what was claimed to be an
authoritative scientific guide to climate change. It was linked to the Global Climate
Coalition’s website as part of their justification for opposing proposals to
greenhouse gas emissions. It was published in 2001, four years after the Kyoto
Protocol was agreed and three years after Cor Herkstroter’s statement.

“A review of the scientific literature concerning the environmental
consequences of increased levels of atmospheric carbon dioxide, the
most prominent greenhouse gas contributed by human activities, leads
to the conclusion that increases during the twentieth century have
produced no deleterious effects upon global climate or temperature.
Increased carbon dioxide has, however, markedly increased the growth
rates of plants as inferred from numerous laboratory and field
experiments. There is no clear evidence, nor unique attribution, of the
global effects of anthropogenic CO; on climate. Meaningful
assessments of the environmental impacts of anthropogenic CO, are
not yet possible because model estimates of global and regional
changes in climate on interannual, decadal and centennial time scales
remain highly uncertain” (Soon et al. 2001 p2).
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These two extracts graphically illustrate the gap between Shell, which was
supporting precautionary action, and those parts of the energy industry that were
still trying to deny that climate change was an important issue that had to be
addressed. This chapter tells the story of the development of Shell's position in

relation to the increasing knowledge and changing debate surrounding climate
change.
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4.2 A brief history of Shell

The history of Shell began in 1833 when “Marcus Samuel opened a small shop in
London, selling sea shells to Victorian natural history enthusiasts. It soon became
a thriving import - export business” which then turned its attention to shipping coal
(Shell 2006). The company's interest in oil started in 1892 when they built the first
tanker capable of travelling safely through the Suez Canal (Sampson 1975 p44).
This was commissioned specifically to transport Russian kerosene to the Far East
for use in lamps and cooking stoves. Shell, whose full name was Shell Transport
and Trading, started out fundamentally as a trading company, sourcing and

marketing fuel. This is in contrast to the other major oil companies which started
out in exploration and production.

Through the 1890s Shell built up a network of storage facilities and a substantial
fleet of tankers. This allowed it to compete on a global basis with America's
Standard Oil, at the time the world’s largest oil company. Having a global
presence protected Shell against Standard oil's practice of using inflated prices in
selected markets to subsidise artificially low prices in other markets and force
more localised companies out of business (Sampson 1975 p45). Over the
following years Marcus Samuel rejected several offers by Standard to buy Shell.

At around this time a Dutch company, Royal Dutch was formed “to develop oil
fields in Asia” (Shell 2006). After several years the two companies decided to
form a partnership and “in 1907, the Royal Dutch / Shell [Transport and Trading]
Group of companies was created to incorporate their operations worldwide” (Shell
2006). This integrated the complete supply chain from exploration and production,
through transport and refining to marketing to final products. The joint venture
between Royal Dutch and Shell “was run by a committee of managing directors,
which varied from about five to eight who came from different backgrounds, and
there was a chairman of the committee” (Booth 2006).

The group expanded in the early 20th century, buying up other companies, as “the
mass production of cars had opened a vast new market” (Shell 2006). “The First
World War saw many of Shell's operations closed down or confiscated; but others
were added or expanded, particularly in North America” (Shell 2006). Between
the wars Shell expanded, and also started selling aviation fuel, but “dhring the
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Second World War, Shell once again lost businesses, tankers and properties, but
supported the Allied Governments with fuel supplies and chemical production”
(Shell 2006).

In the late 1930s Sir Henry Deterding had been Chair of the Committee of
Directors for around thirty years and had built a considerable personal power base
within the organisation. He then started to become increasingly dictatorial and
erratic, and built increasingly close ties with the Nazis causing “great
embarrassment” to his fellow directors, who finally “eased him out of the post”
(Sampson 1975. p81; Frynas 2003 p278). This is of historical significance
because it led to decisive action to curb the personal power, and potential
excesses, of the chairman. Shell strengthened the board as a whole with the
chair becoming a ‘first among equals’ rather than an individual leader (Sampson
1975 p198; Frynas 2003 p275).

After the Second War and into the 50’s and 60's Shell expanded its facilities and
production to meet increased demand until it was supplying “almost one seventh
of the worlds oil products” (Shell 2006). Natural gas supplies were also being
developed during this period and by the end of the 70’s Shell was a major supplier
in Europe. “In the 1970's, Shell made major oil and gas discoveries in the North
Sea, just off the coast of Scotland” (Shell 2006). “Meanwhile Shell was
developing its long term interests in coal and metals” (Shell 2006).

In the mid 1990s Shell experienced two major crises over the disposal of the Brent
Spar and alleged complicity in the execution of Ken Sara-Wiwa, a human rights
campaigner in Nigeria. These generated a large amount of negative publicity and
had a significant influence on Shell management's thinking at the time.

Shell has always regarded itself as a sophisticated, cosmopolitan company with
considerable experience in international politics. This seems to be because of its
history as an international trading company, whereas most the other oil majors
began in exploration and production, mainly in the United States (Sampson 1975
p11). Sampson claims that historically Shell has tended to be an introspective,
self contained organisation with a “lofty and sceptical attitude towards
governments” (Sampson 1975 p12). “The company has [...] been the most
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internationally minded [of the major oil companies] and the most flexible,
preoccupied with markets more than production” (Sampson 1975 p52).

There also seems to be a general agreement among authors (Frynas 2003; Grant
2003; Oechsle & Henderson 2000; Skjeerseth & Skodvin 2001) that Shell has a
distinctive management structure that sets it apart from other major oil companies.
This is a result of Shell's historical roots as a partnership between two companies,
and also because of the actions taken following Sir Henry Deterding's departure.

In contrast to the more traditional hierarchical structures of most of the major oil
companies, Shell, for much of its history has had a more decentralised matrix type
structure. The two parent companies did not carry out any oil operations
themselves. They acted as the financial and strategic centres of the organisation.
Day to day operations were carried out by separate companies, which were
assisted by service companies based in the UK and the Netherlands, providing
support such as research and development” (Frynas 2003 p276). Until the end of

the 1990s Shell was made up of “over 300 operating entities spread across 144
countries” (Oechsle & Henderson 2000 p75).

Frynas (2003) makes the point that “Shell is used to controversy. The company
faced a reputational dent in the late 1930s over the pro-Hitler sympathies of the
late Henry Deterding [...] who was behind the 1907 alliance between Royal Dutch
and Shell Transport and Trading. In the 1970s and 1980s Shell was accused of
breaking international oil sanctions against the illegal Rhodesian regime and it
faced criticism over its investments in apartheid South Africa, but all of these were

eclipsed by Shell's Brent Spar and its Nigerian Troubles” in the 1990s (Frynas
2003 p278).
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4.3 Shell and climate change

Early evidence of climate change

In the late 1950s scientific knowledge about mankind’s influence on the planet as
a whole was growing. To study this in more detail a global network of monitoring
stations was set up to study “planetary processes and human influence on them”
(Grubb, Vrolijk and Brack 1999 p4). Almost immediately rising concentrations of
atmospheric carbon dioxide were measured. “A decade later, a study by the
Massachusetts Institute of Technology (MIT) documented concerns about
possible climate change, and by 1970 the Secretary General of the United Nations
was sufficiently concerned to mention the possibility of a ‘catastrophic warming
effect’ in his report on the environment” (Grubb et al. 1999 p4). Research into
climate change was continued through the late 1970s and 1980s by the UN
Environment Programme and the World Meteorological Organisation. This led to

the formation of the Intergovernmental Panel on Climate Change (IPCC) in 1988
(Grubb et al. 1999 p4).

The World Commission on Environment and Development (WCED), later known
as the Brundtland Commission was formed by the United Nations in 1983 and
Chaired by former Norwegian Prime Minister Gro Harlem Brundtland. In 1987 it
published a report called Our Common Future which detailed a wide range of
environmental issues and their potential impact on mankind.

In this report sustainable development was defined as “development that meets
the need of the present without compromising the ability of future generations to
meet their own needs” (Brundtland 1987). This also gave birth to the concept of

the three pillars of sustainable development: the need to balance economic, social
and environmental development.

By the late 1980s the media were regularly producing articles on climate change,
linking it to other environmental issues as well as the potential human costs. For
example in August 1987 The Guardian expressed concern over the effects of
rising sea levels on coastal cities (Veitch & Radford 1987). In December 1998
there was a story entitled “Scotland will soon run out of snow”, linking climate
change to environmental changes and the impacts on tourism (McCarthy 1998).
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Rising awareness of climate change within the fossil fuel industry
Mark Moody Stewart, who was the chair of Shell's Committee of Directors from
1998 until 2001, said that the first time he personally became aware of carbon

dioxide as a global issue was when he saw a copy of the Club of Rome report in
1972:

“which basically said that we're all going to hell in hand
basket, we're going to run out of everything, which to me was
manifestly not plausible, however there is one graph in that
book which | remember striking me and that's a
measurement of the carbon dioxide concentrations that were
taken [in Hawaii ...] which showed that over a long period of
time the concentration of carbon dioxide in the atmosphere
had actually increased, and | didn't know anything about
green house gasses, but it struck me that there really was,
[...] a discernable global effect” (Moody-Stuart 2006)

Lord Oxburgh, former chief executive of Shell UK, said that the first statements on
climate change from within the oil industry, which he was aware of, were in 1982:

“one of the earliest statements by a senior oil company
person on climate change, was a paper written in, [...] 1982,
by a man called Dr David, it recognise the importance of
carbon dioxide accumulations in the atmosphere, its
influence on global warming, it would have to be managed,
and that man was, | think, the chief scientist, or chief
technology officer at Exxon Mobil” (Oxburgh 2006).

He went on to explain that the important thing was that it took time for the
discussion about climate change to be translated into policies within Shell:

“people talk about [climate change] the critical time is when it
moves from chat into policy, and that really didn’t happen to
later, until the mid, late 90s” (Oxburgh 2006).

It is clear that some individuals within Shell were aware of the issue of climate

change in the late 1980s and early 1990s, but that it did not become integrated
into Shell’'s policies until the mid 1990s.
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Formation of the IPCC

In 1988 the United Nations General Assembly set up the Intergovernmental Panel
on Climate Change (IPCC). The IPCC describes its purpose as providing
“decision makers and others interested in climate change with an objective source
of information” and to provide “scientific, technical and socio-economic information
in a policy-relevant but policy neutral way to decision makers” (IPCC 2008).

Legget (2000) summarises the IPCC's mission as “to pool the opinion of as many
scientists and policy experts as possible, in as many countries as possible [to
produce] consensus reports on the science of global warming, the probable
impacts, and potential policy responses” (Leggett 2000 p2).

The IPCC represented a consultation process unprecedented in both size and
scope. ‘It has evolved into what is probably the most extensive and carefully
constructed intergovernmental advisory process ever known in international

relations” (Grubb et al 1999 p4). The IPCC has published regular reports on the
state of scientific knowledge on climate change.

These reports were the starting point for the political momentum that gathered for
a treaty to control the emission of carbon dioxide, and other green house gasses.
The resulting negotiations were a long and complex process that continued until

their climax with the agreement of the Kyoto Protocol on 11" December 1997
(Grubb et al. 1999 xvii).

At this point in time the Chair of Shell's board of directors was Sir Peter Holmes.
Samson described him as “an improbable chairman™ who preferred climbing and
exploration to the business world but who “looked thoroughly in command in his
corporate suite at the top of Shell tower, relaxed and immaculate. But he still
seemed to have come from an open air world, detached from his more
conventional colleagues, as if he had climbed up the building with crampons”
(Sampson 2002). He also had a reputation for taking risks, had a passionate
interest in other cultures, and controversially helped prepare members of the

African National Congress (ANC) for government while they were still fighting the
apartheid regime in South Africa.
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Formation of the Global Climate Coalition

As climate change became an issue for scientific and then public concern, some
elements within industry sought to deny its significance. They particularly focused
on the scientific uncertainties that existed and the potential threat to economic

development and employment if action was enforced to reduce greenhouse gas
emissions.

The situation was comparable to the tobacco industry after concerns about lung
cancer, the CFC industry when there was growing evidence of ozone depletion,
and more recently in the fishing industry with growing concerns over depletion of
fish stocks. The industry response was to seek to refute or influence scientific
evidence, and play on concerns about the economic impacts and potential job
losses that may result from enforced controls. This can be seen as a traditional
response when an industry is forced to react to a threat to its core product.

The fossil fuel industries’ strongest expression of these reactions was in the
formation of the Global Climate Coalition.(GCC) in 1989, in response to the
formation of the IPCC in 1988. Its members included representatives of the major
oil companies, including Shell, other fossil fuel interests and several motor vehicle
manufacturers. It was “in fact the main umbrella organisation for the oil, coal and
auto industries’ response to the global warming issue” (Leggett 2000 p10/11).
The focus of the Coalition was to resist efforts to reduce the use of fossil fuels. It
concentrated its efforts on highlighting, or as some would argue, misrepresenting,
the scientific uncertainties over climate change at the time (Leggett 2000 p30).

Leggett (2000) argues that although fiercely competitive, the major oil companies
have historically worked together when faced with major threats, that there is a
long history of behind the scenes deals and at times they have effectively
operated as a cartel. (Leggett 2000 p32).

Head of Shell UK speaks out on need for action on climate change

In 1990 Sir John Collins became head of Shell UK. Just before taking the job he
spoke of the changes that would be needed to curb greenhouse gas emissions,
he said “there will have to be a shift towards cleaner technology, fuel efficiency
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and a search for greener products. As providers of services, the oil companies

would have an additional role to promote energy saving and efficiency” (Bell
1990).

Rowell (1997), writing about Shell, quoted Sir John Collins as having said “The
biggest challenge facing the energy industry is the global environment and global
warming, [...] the possible consequences of man-made global warming are so
worrying that concerted international action is clearly called for” (Rowell 1997). It
is clear that some senior individuals at Shell were concerned about the potential
seriousness of climate change at this point. If someone who was about to
become head of Shell UK was making such statements, the board of Shell must
have been aware of the issue.

The year 1990 was also the year in which the first IPCC report was published. It
concluded that “rising concentrations of carbon dioxide and other greenhouse
gasses in the atmosphere were caused by human activities and would cause

global temperatures to rise, with accompanying climatic changes” (Grubb et al.
1999 p5).

Roger Booth who had for a long time been involved in Shell's alternative energy
projects, and headed Shell Renewables just after its creation, spoke about the
influence of the first IPCC report:

“quite a few of us had actually got hold of the first

assessment report, the IPCC's assessment report, and

started reading this, and talking about it internally, it wasn't at

board level, that | was aware of” (Booth 2006).
It's clear that there was a significant awareness of the issue of climate change
among technical staff in the company in the mid to late 1990s, even if there was
still the possibility that it had not necessarily been seriously discussed by the most
senior management.

Through the early 1990s there were a series of IPCC meetings in the UK,
Sweden, Switzerland, Holland, China, and the USA, with much debate over the
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probability and potential consequences of climate change. Scientist from interest
groups such as Greenpeace and energy companies including Shell, BP and

Exxon were present as observers, and were allowed to make suggestions (Leggett
2000 p3).

There was enormous political inertia resisting controls on green house gasses,
particularly from the United States government (Leggett 2000 p198). This was
seen as being largely the result of a close relationship between the government
and groups with vested interests such as the oil and coal industries, and
automotive manufacturers, who felt they would suffer if there were forced
reductions in carbon emissions. Other countries with large fossil fuel reserves
such as Saudi Arabia, Australia and the Soviet Union were also opposed to
binding restrictions (Leggett 2000).

Those objecting to reductions in greenhouse gas emissions also pointed out that
there was little point in developed countries taking unilateral action as countries
such as China and India would, in the future, be emitting far more carbon dioxide
than the western world. They also claimed that forcing developed countries to act
alone would put their industry at a disadvantage, and increase unemployment
(Leggett 2000 p203/4). Governments in China and India have of course been
understandably reluctant to put restrictions on their developing economies until the
richer and more polluting Western countries have made commitments themselves.

There were a number of countries which were particularly vocal in supporting cuts
in greenhouse gas emissions, primarily in the European Union. The low lying
Pacific Island states also made powerful statements about the threat to their
futures from rising sea levels as a result of climate change (Leggett 2000 p13).

Some supporters of greenhouse gas reductions even argued that reducing
emissions would stimulate new cleaner technologies and would actually prove to
be an economic boost. Companies in Denmark and Germany in particular have

become leaders in renewable energy technology and have profited from their
expertise.
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The European Union argued for shorter term initial targets to be set as it “feared
that commitments that were outside the range of visible electoral cycles or typical
industry financial horizons would be taken as an invitation to delay. The converse
US concern was that early targets would prove costly to implement — also that
they would leave insufficient time for the institutional and political developments
required [this was] reinforced by economic studies that purported to show that it
would be cheaper to defer abatement action, and do more later” (Grubb et al.
1999 p69). The electricity industry was particularly worried “about the possible
costs of being forced prematurely to retire its coal fired power stations” (Grubb et
al. 1999 p70). It would be more cost efficient to implement measures when old
equipment came to the end of its natural life and would have to be replaced
anyway.

At this time, Sir Peter Holmes, chair of the committee of directors of Shell, was
quoted as saying that “there will be no solar century, just another oil century.
‘There really isn't an alternative, so far anyway, to the internal combustion engine’,
he reasoned, “Oil and gas will be major industries fifty, and probably a hundred
years from now.” (Leggett 2000 p71).

While he was not necessarily dismissing renewable energy he felt he was being
realistic about the prospects of it becoming a practical alternative to fossil fuels in
the near future. There are two implications to this: first, if he was committed to
reductions in carbon emissions the only solutions were technological ones to
improve fuel efficiency or capture the carbon emissions. The second is that Shell

felt that it could legitimately maintain fossil fuel production as its core business for
decades to come.

European measures to cut greenhouse gas emissions

In early 1992 European Community ministers discussed plans to impose a tax on
carbon emissions. The aim was to “fundamentally change industries perception of
energy use” (Spinks 1992), in order to reduce carbon dioxide emissions. This
would also have given European negotiators more credibility at the upcoming Rio
Summit, and allowed them to take a leading role in pushing for further controls.
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According to Spinks (1992) the Dutch government, which had already “introduced
eco-energy levies and [planned] another series of far-reaching environmental
taxes”, proposed to unilaterally impose the carbon tax (Spinks 1992). As a result
a number of energy intensive companies, including Shell, protested to the Dutch
government, claiming that their international competitiveness was being
compromised and that they might be forced to move production out of the
Netherlands to other countries. “To soften the blow” they were then offered
financial compensation “in return for energy savings” (Spinks 1992).

Despite support from many of the European governments, including Germany and
the Netherlands, plans for a European Community wide tax to control carbon
emissions came to a halt two years after the Rio Summit. “Britain was blamed by
European Union environment ministers for blocking their attempt to devise a long-
term strategy to control greenhouse gas emissions” (Carvel 1994). Ironically, half
a decade later when the New Labour government was in power, Britain was then
seen as one of the leaders in making a commitment to address climate change.
At this point the government enthusiastically supported the Kyoto protocol, and
along with other European countries, started to impose energy related taxes to
control greenhouse gas emissions (Cowe & Gow 1999).

The Rio “Earth Summit”

In 1992 the United Nations held a conference in Rio on the environment and
global development. Its purpose was to encourage governments to work towards
sustainable economic development. Climate change was an important part of the
summit, but other areas of discussion included biodiversity, protection of forests,
water supply and reducing the environmental impact of transport. Several legally
binding conventions, as well as many non binding conventions and statements of
intent were signed by the participating governments (UN 1997).

The Rio summit was portrayed by some environmental campaigners as “the last

chance to save the planet’” who were then disappointed that more was not
achieved (Beckerman 1992).
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At this time the Global Climate Coalition was involved in “aggressive lobbying at
international climate negotiation meetings and raising concern about
unemployment that it claims would result from emissions regulations. It distributed
a video to hundreds of journalists claiming that increased levels of carbon dioxide
would increase crop production and help feed the hungry people of the world. In
the lead up to the Earth Summit at Rio de Janeiro in 1992, the GCC and other
industry interests successfully lobbied the US government to avoid mandatory
emissions controls” (Sourcewatch 2006).

Leggett (2000) claims that although much of the GCC’s campaigning was clearly
propaganda, many people in the oil industry genuinely thought that global warming

was not a serious issue; that they simply didn’t have the information to be able to
see the reality of the situation (Leggett 2000 p61).

Roger Booth from Shell talked about the early growth of awareness within the
organisation about sustainability and particularly climate change:

“up to the first Rio conference there were quite a few of us
within Shell who [...] had got hold of the Bruntland report, you
know one of the key input documents into Rio. [...] | know
that there was a very senior Shell presence in Rio for the first
Earth Summit, and there were quite a few people within
group planning, the think tank organisation within Shell at that
stage which started to pick up the issue of sustainable
development, and particularly the issue of climate change.
Now the first reactions from many people was almost
bordering on, how can | put it, how can people be so arrogant
to think that something as insignificant as man can be having
an effect on the totality of the planet” (Booth 2006).

It is interesting that at the first Earth Summit in Rio, five years before Kyoto, there
was a “very senior Shell presence”. The top management at Shell must therefore
have at least been aware of the issues of climate change, and been taking its
potential implications for the business seriously. It is hard to believe that they
would not have been informed about the full range of opinions on climate change.
It is also interesting to note that some individuals thought that it was arrogant to
think of man as being powerful enough to have an influence on the global climate.
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Formation of the Business Council for Sustainable Development

In the early 1990s, and specifically in the run up to the Rio Summit, the Business
Council for Sustainable Development was formed by Swiss businessman Stephan
Schmidheiny. Its purpose was to produce a Business Manifesto outlining the way
in which “business could act as a catalyst for change towards the achievement of
sustainable development” (WBCSD 2007). Shell was the only major oil company
among the group’s fifty founding members, who signed the initial declaration that
“reflects a serious concern with the environment and a belief that business has an
important role to play in righting the wrongs that it has perpetrated” (Cowe 1992).
The declaration however goes on to say that economic growth and free trade are
the best mechanisms for improving environmental and social conditions and
spreading good practice. The initial focus of the group’s actions was primarily on
ozone depletion and air and water pollution (Cowe 1992).

This demonstrates that at the time of the Rio Summit, five years before Kyoto,
senior managers in Shell were aware of growing concern over environmental

issues and significantly, wanted to be seen to be part of something positive being
done to tackle them.

There was however a noticeable difference in the position of Shell headquarters,
based in Europe, which was moving towards a more progressive position with

regard to climate change and Shell's operations in the United States which were
still resisting:

“[in mid 1990s] you'd almost got a dichotomy in Shell, you'd
got the Americans going one way, toeing the Ford, General
Motors, Exxon line, and you got Shell international going the
other way, which was, we're part of the problem, but we're
also part of the solution so lets talk” [Booth 2006].

This demonstrates that the US division of Shell was in some ways quite
independent from Shell headquarters in Europe. It could be argued that

organisational polices towards climate change were influenced by public opinion in
the countries concerned.
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United States vs. European public opinion
Benjamin Diss, from Platform London, thought that the fundamental reason why
Shell (and also BP) have been more open and willing to acknowledge the issues is

because they are based in Europe as opposed to America. He said there have
been:

“fundamental differences in the public discourse on climate
change in Europe vs. that in the United States [...] it is still
credible for US companies to express public scepticism about
the science of climate change, a position which the public in
Europe would simply not accept” (Diss 2006).

The implication is therefore that Shell took a more open and progressive position

on climate change in the mid 1990s because public opinion in Europe, where
Shell has its headquarters, was beginning to move in that direction.

Diss compared BP’s position in Europe to its position the United States with
regard to its advertising. In a similar way to Shell he said that the way in which the
oil company followed public opinion is evident in its advertising:

BP has “recognisably similar adverts in Britain and in the US
[it] urged its UK audience to ‘calculate your carbon footprint -
it's a start’ while telling US consumers ‘we’re investing X
million dollars finding new oil and gas in the Gulf of Mexico -
it's a start’, obviously playing respectively to the primary
concern over oil in the UK: climate change, and the primary
concern over oil in the US: reliance on foreign imports” (Diss

2006).
This also raises the question of the extent to which the companies are truly

committed to sustainability, and to what extent they are simply trying to respond to
public opinion with ‘green wash'.
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Roger Booth also talked about differences between companies based in the US
and Europe, but seemed to think that the differences were somewhat less
profound. He felt that the main difference was the time scales involved in

planning, and the perceived importance'of share prices.

“I think there’s also been a significant difference between
European commercial enterprises and the American. We
used to jokingly say that in Shell terms in London and the
Hague that the long term thinking in our company was 25
years, because [...] if you were doing a big natural gas
project it would take you probably eight years to get it up from
first discussion to actually coming on-line, and the thing will
be running for maybe thirty, forty years. Whereas in
American business although even in the oil business they still
have those same time horizons but their long term thinking
was the third quarter this year, because the main interest
was: what is your share price doing, if the share price was
going down, you know you're in deep trouble” (Booth 2006).

He did however think that there have been changes in the European way of
thinking:

“Now unfortunately | think there's been a change in European
business, that there’s now a much greater emphasis on the
share price and the markets. So the thinking has perhaps

come a little bit more short term than it was a few years ago”
(Booth 2006).

Lord Oxburgh spoke at some length about the differences between Europe and
North America. He spoke more about the differences in the public debate, and
the ways in which the debate has been shaped by particular organisations.

“in terms of attitude to global warming and climate change |
think there are, there are differences. | think that Exxon has
had a very powerful negative influence on the acceptance of
climate change in the United States, on the other hand a
significant number of major US companies have now said it is
for real, and we have to do something about it. | think if |
remember rightly, Wal-Mart has, certainly GE has, and
Chevron - Texaco have taken this position, but don't
underestimate the influence of the largest company in the
world” (Oxburgh 20086).
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He then goes on to explain where he feels the roots of the debate lay in North
America.

“in North America there has been a separate problem which
may have indeed fed the views of Lee Raymond [former chief
executive of Exxon] to some extent: that is that in North
America, by and large the early groups to start talking about
climate change, and seeking public attention were the fairly
extreme environmental groups, the Sierra Club was very
important, but there were a number of others as well. Now
these are all groups to which the industrial right, if you like, if |
can use such a term, to which the industrial right had been
viscerally opposed” (Oxburgh 2006).

He continued:

“The debate started polarised, because the two parties to the
debate had already been polarised by years of antagonism,
and then the fact that one of them [the environmental lobby]
started saying something that was right and sensible got
completely blown away” (Oxburgh 2006).

When discussing the differences between attitudes towards environmental issues
in Europe and the United States, Mark Moody-Stuart said:

“I think industry in general in the United States was less
convinced, concerned, whatever, and one of the things about
global companies is that the people who work for global
companies are part of the society in which they work, so if the
society regards something as unacceptable, or whatever, it
influences people which in turn influences the company”
(Moody-Stuart 2006).

While this seems a reasonable argument, when Mark Moody-Stuart was explicitly

asked whether being based in Europe as opposed to the States made a
significant difference, he said:

“I don’t think necessarily, because there are companies in the
States, DuPont for example, so [...] no | don’t think [s0]
necessarily (Moody-Stuart 2006).
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Shell scenario report (New Frontiers & Barricades)

In 1992 Shell produced a scenario report with two contrasting scenarios: New
Frontiers and Barricades. At this time the Soviet Union had recently collapsed,
and there appeared to be a global trend towards political and financial
liberalisation. This is clearly reflected in the scenarios for this period, and they
also picked out steady growth but with turbulence and an increasing pace of
change as defining characteristic of the time.

The first scenario, New Frontiers, envisages more global cooperation and an
acknowledgment of the interdependence of global financial and political
institutions. There would be rapid growth in third world countries leading to huge
but risky business opportunities. Growth in western countries would be slower.
There would be a rapid growth in demand for raw materials and energy, but
energy growth would be slower than economic growth because of increased
efficiency. There would be growth in the use of all energy sources: oil, coal, gas
and unconventional oils and significant new renewable energy sources,
particularly photovoltaics. The world would experience severe environmental
pressures that would require global agreements, but these would be hard to
achieve. Developing countries would argue that they needed to put economic
development first, and would act to tackle local pollution as they became
wealthier.  Global problems, especially the environment would be tackled
cooperatively, but there would also be increasing grass roots public pressure.

This pressure would force companies to be more accountable for their actions
(Shell 1992).

The second scenario, Barricades, envisages increased fear of change which
would lead to increased protectionism and insular thinking. Some developing
countries would prosper, but many would fail, increasing the gap between rich and
poor. People would become disillusioned by liberalisation, leading to more conflict
between single issue groups and the establishment. There would then be
difficulty in establishing new infrastructure such as power stations, roads and
railways because of local opposition. International tensions would lead to a lack of
investment in new oil and gas infrastructure; the United States and Europe would
become more reliant on imports from turbulent regions. Fears over energy
security and environmental damage would lead to draconian local regulation.
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There would then be a weakening of international institutions and therefore of the
ability to tackle problems globally (Shell 1992).

In this pair of scenarios there is an acknowledgment that environmental problems
may be a significant issue in the future; this is a full five years before Kyoto. The
arguments that some were making against taking a more sustainable course of
action, that were developed in the late 1980s and the run up to the Rio summit in
1992, are repeated in these scenarios. These are that controls on carbon dioxide
emissions would compromise economic development, both in the West, and also
in the Third World where tackling poverty should take precedence. These were
precisely the arguments that were also used at the Kyoto negotiations, although
they were not subported by Shell.

The scenarios suggest a general agreement that energy demand will rise, but
progressively more slowly in countries that have more developed economies and
are moving away from manufacturing industries, and that precise levels of energy
demand growth will depend on overall economic growth.

When asked to describe the importance of scenarios in the planning process at
Shell, Roger Booth said:

“[they are a] totally and utterly integral part of the strategic
management [process], the scenarios were developed about
every three years. As soon as they had finished one round
they would start onto another and they would be basically
trying to look at issues that would affect the business long
them. The scenarios would be presented to the committee of
managing directors and had to be approved by the committee
[...] then the next round of planning was the business plans
[...] Shell UK would have to prepare its business plans for
each of its individual operations, its exploration and
production, refining petrochemicals and what have you,
marketing. They would have to then assess those business

plans against the currently prevailing approved scenarios”
(Booth 2006).

When asked to confirm that the scenarios were not just academic exercises, he
went on:

“you needed to have a robust business plan [the scenarios]
were not in any way at all [just academic exercises] they were
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fed right the way through the whole of the global

organisation, they still are, so that's a crucial point” (Booth

2006).
The significance of this is that as soon as the issue of climate change appears in
the scenarios it becomes known to the senior management and strategic planners
throughout the Shell organisation. More than this, the strategic planners are
forced to take account of the scenarios in their plans. The question about the
seriousness of climate change and the appropriate response remains, but
strategists cannot ignore the issue.

Lord Oxburgh said that he thought scenario planning was an important reason

why Shell picked up the importance of climate change earlier than other
~ companies in the oil industry:

“Shell for thirty years or more [...] has had a reputation for
scenarios, in fact | think it was Shell that really said that,
future plans are all very well, but in fact the future was pretty
uncertain, and so what we're going to do is put effort into
exploring the possibilities for the future rather than saying
there is a single future which we're going to bet on” (Oxburgh

2006).
The result was that Shell planners were actively looking for issues that had the

potential to impact on the business, to a much greater extent than some other
companies.

In contrast to the accepted company line, Betty Flowers (2003), editor of the final
Shell scenarios from 1992, suggests that at times some managers were not fully
committed to the scenario planning process. She recalls an incident where, in an
informal setting, she asked the head of Group Planning how to make a set of
scenarios “the best Shell had ever produced” and he replied “keep it short”. When
she said ok “he laughed as if [she] had made a joke” (Flowers 2003 p29). She
goes on to talk about managers listening to the scenarios but it being a challenge
to “incorporate managers into the scenario process, while making best use of their

limited time” and getting them to “take ownership of various alternative futures and
experiment with them” (Flowers 2003 p30).
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Flowers does not suggest that manageré are opposed to scenario planning, but
one gets the feeling that at times some individuals see the scenario team as

something separate and possibly even a distraction from their own work (Flowers
2003).

Cor Herkstroter becomes head of Shell

In February 1993 Cor Herkstroter, previously the head of the Dutch division of the
Shell group, replaced Sir Peter Holmes as the Chair of the Committee of
Directors. Commenting on this, an article in the Financial Times said: “The Royal
Dutch Shell Group is the world's second largest oil company and its management
succession tends to be orderly and dictated by a retirement age of 60" (FT 1993).

It is evident that changes in the leadership of the management committee at Shell
are controlled and disciplined and that they are unlikely to lead to radical changes
in policies. There was also a tradition that the post of Chair of the Committee of
Directors alternated between Dutch and English committee members.

When Mark Moody-Stuart, Chair of the Committee of Directors in the late 1990s,

was asked about Shell's first official statements on climate change, he said that
there were:

“statements in old speeches going back quite along way
going back to | think something like '93' [...] on 25" October
1993, Cor Herkstroter who was then chairman said “the
greatest dilemma remains the possibility of climate change,
this is a truly global issue as of course carbon dioxide is
produced everywhere in the world and whatever and
wherever its source is it affects all of us, scientific uncertainty
does remain, but the consequences of global climate change
will be very significant so it is understandable that

governments wish to take a precautionary method™ (Moody-
Stuart 2006).

When asked if there were other people in Shell who had been aware of the issue
of climate change earlier, Lord Oxburgh said:

“Oh yes, [but] in an organisation like that leadership at the
highest level is important” (Oxburgh 2006).
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Again the point is made that some individuals within the organisation may have
been well aware of the issue, but that policy doesn’t change until senior
management become convinced of its importance to the business.

On the same subject, Jeremy Leggett (2000) argues that in the early 1990’s many
individuals in the oil industry were beginning to take environmental issues as a
whole more seriously, but that it took much longer for climate change to be taken
seriously. They simply seemed to be denying that it was a problem, saying that
the world depended on oil and that wasn't going to change: end of discussion
(Leggett 2000 p219). This would imply a degree of cognitive distortion on the part
of senior industry individuals; they were effectively saying that climate change
wasn't a problem because there were no obvious solutions.

By the mid 1990s however a change was starting to become evident. There was
a growing scientific evidence, and public awareness, that climate change needed
to be taken seriously. Companies were starting to find that they were generating
significant levels of negative publicity by continuing to deny the significance of
climate change and particularly from being part of the Global Climate Coalition.

Brent Spar

In 1995 the Brent Spar was the cause of some major negative publicity for Shell.
This installation was a large floating oil storage facility operated by Shell UK. It
was put in place in 1976 in the Brent oil field in the North Sea. It was used to hold
oil before it was loaded into tankers to be taken for refining. In 1991, after fifteen

years of operation, new pipelines meant that the facility was no longer required
and it ceased operation (Nuttall 1995).

Various options for it's decommission and dismantling were investigated. The
structure was unique and there was no precedent for decommissioning similar

facilities. The possibility of bringing it ashore and dismantling the structure was
considered impractical for a number of reasons (Shell 2007 #2).

It was therefore considered safer and cheaper to sink the Brent Spar, in the North
Atlantic, and this was not considered to pose a significant environmental threat.
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An independent study of the proposal was carried out by marine experts at
Aberdeen University, and the UK government gave its approval for the disposal
plan. No objections were raised by any other parties (Shell 2007 #2).

Brent Spar then became the focus of a protest by Greenpeace, claiming that
sinking it in deep water would cause unacceptable environmental damage and set
a precedent for the disposal of other facilities. The protest against Shell
escalated, particularly in Germany where there were boycotts of Shell reducing
Shell's sales by around 20%. One of the company's petrol stations was
firebombed and another damaged by gunfire. Some local authorities in Germany
refused to buy fuel from Shell and the Chancellor, Helmut Kohl, made a personal
protest to John Major the British Prime Minister (Nuttall et al 1995). The debate
over the best way of disposing of the Brent Spar was also the cause a public
dispute between different Shell divisions in Europe (Leggett 2000 p210-12).

The sinking of the Brent Spar was finally abandoned by Shell U.K. “apparently
after having been instructed by the Group’s Committee of Managing Directors to
do so” (Frynas 2003 p279). It was then towed to Norway where it was later

dismantled, and parts of its structure recycled as a ferry terminal.

After the event it became apparent that Greenpeace had made serious errors in
estimating the quantity of toxic materials on board and that Shell was right in
saying that disposal at sea would not have been a significant environmental threat
(Schoon 1995). The damage had however been done, the Brent Spar incident
had seriously damaged Shell's reputation in Europe, and became a symbol of
what some people regarded as the oil industry’s disregard for the environment.

What was most significant was the internal reaction within Shell. The public
response to Brent Spar had completely taken Shell management by surprise.
They believed that they had followed the correct procedures and had chosen a
method of disposal that was the best practical environmental option. They had
then been forced to alter course by an environmental organisation that caught the
public’'s imagination, and furthermore had used incorrect data to do so. Shell

came to realise that simply doing what was technically ‘the right thing' was not

enough, and that it had to have public opinion on its side as well. Shell realised
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that it had to make itself aware of, and take into account, the public’s perceptions

and beliefs, instead of simply relying on being able to demonstrate the facts (Shell
2007 #2).

Roger Booth gave a Shell insider’s view of the protests surrounding Brent Spar:

“there was terrific anti Shell reaction in particularly Germany
and Holland, including machine gunning and bombing of
filling stations” (Booth 2006).

He summed up Shell's realisation that they had mishandled the resulting public
reaction as:

“hang on, we might do the right thing, we may be doing the
correct procedures and all the rest, but if our customers don'’t
believe we're behaving correctly, we're done” (Booth 2006).

The events surrounding Brent Spa were described by Lord Oxburgh in very similar
terms:

‘I think over the years there has been an attitude in Shell that
if you do what you believe is right and do it properly and
honestly it doesn't actually matter what anyone thinks, just a
sort of be true unto yourself philosophy. When it came to
Brent Spar every single requirement which any regulatory
body had imposed had been met, every box had been ticked
and they went ahead, but | think it was without realising the
world had changed, and that having all the boxes ticked,
having all the permissions wasn't enough, and in a world of
instant global communications, and certainly increased
environmental awareness there were other considerations,
and that leapt up and hit Shell hard” (Oxburgh 2006).

When asked if he thought Shell had been taken by surprise, he said:

“They were, | think Shell was taken by surprise, simply
because of this almost, | mean [the organisation] is open in
one way, but inward looking in another, and saying do it right,
and do it by the law and you're fine, and it wasn't enough and
further more | think for exactly those reasons Shell had paid
relatively little attention to external communications, to what
these days is called spin, PR and that sort of thing, and in
consequence | think Shell totally lost the PR battle, if you can
describe it that way over Brent Spar” (Oxburgh 2006).
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Nigeria

Shell first started shipping oil from Nigeria in 1958, at the time the country was a
British protectorate. Nigeria has held a significant proportion of Shell's oil
reserves, in 2004 Nigeria contributed “about 10% of Shell's global production and
was home of some of its most promising reserves” (BBC 2004#4).

In 1960 Nigeria was granted full independence, but it was beset by ethnic,
religious and economic tensions. In 1966 there was a military coup which led to a
bloody civil war, followed by a period of military rule and political and civil unrest
that lasted until the end of the 1990s. A new president was democratically elected
in 1999. Since then the country has struggled to rebuild its economy and there

are still serious problems with corruption and continuing civil unrest.

The problems for Shell have been principally in the Niger Delta region, the home
of the Ogoni people. The Ogoni have for a long time been campaigning for an
increased share of oil revenues to be put into local development, and also against
the environmental degradation that has resulted from the growth of the oil
industry. In 1994 a local writer and environmental campaigner, Ken Saro-Wiwa,
was arrested and accused of being involved in the murder of local leaders, a
charge he denied (Bishop 1994). After what was generally regarded as an unfair
trial he was executed, to the condemnation of the international community.

As Shell was one of the major companies which was benefiting from the Nigerian
oil, and had close links with the Government, it was regarded as being complicit in
Saro-Wiwa's death. Shell did in fact publicly call for leniency and the organisation
argued that its own codes of ethical conduct forbade it from becoming involved in
an individual country’s domestic politics (Shell 2007#3).

Even taking this into account Shell admitted that in the context of Nigeria they
“sometimes feed conflict by the way we award contracts, gain access to land, and
deal with community representatives” and that “as part of an industry contributing
to the problem, we are prepared to help” but that “Government and local
communities must take the lead” (BBC 2004#4). Again Shell claimed that the
situation was largely beyond its control. It paid substantial tax revenues to the
Nigerian government over which it had no control. If the government then failed to

page 123



distribute the money fairly it inevitably caused resentment, some of this was
targeted towards Shell.

Shell claims to be acting in a responsible way to reduce its environmental impact
in the Niger Delta (Shell 2007#3). Shell has however been responsible for
building facilities and pipelines that have disrupted local fishing grounds. Shell
pipelines have leaked oil, sometimes due to sabotage, which has contaminated
land and water. Shell also burns off unwanted gas which is a major cause of
localised acid rain which contaminates land and water and causes local health
problems as well as being a major source of greenhouse gasses. Flaring gas in
this way has actually been illegal in Nigeria since 1984, and Shell admitted that it
would not meet its target of ending all flaring by 2008 (FOE 2005).

A BBC article from 2004 concludes by saying “Shell's image has been badly
damaged in recent years and despite efforts it is still seen by many as a company
that damages the environment and supports corrupt regimes” (BBC 2004#4).

Roger Booth discussed Shell's experiences in Nigeria:

“almost simultaneously in Nigeria there was the whole issue
of Ken Sara-Wiwa's trial, who was in my view then murdered
by the government, and although Shell had been trying very
hard through it's links with government to get the government
to change their view, you know there’s only so much you can
do. We had people climbing up the outside of Shell Centre
and hanging a banner that said something like Shell
murderers, or what have you. And that again brought the
whole issue of corporate social responsibility right to the very
top of the Shell agenda. Shell had for many years a code of
practice, a statement of business principles which included
no bribing and good corporate behaviour, that was totally
reviewed and given a much higher profile” (Booth 2006).

Lord Oxburgh, former chief executive of Shell UK felt that although the events in

Nigeria were serious for Shell, they were quite different to those surrounding Brent
Spar:

[Nigeria is a] “very, very complicated country, | don't know
that Shell could ever have done anything different in Nigeria.
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At the time Shell went into Nigeria it was a relatively stable,
pretty optimistic, post colonial period, things looked very
good, and you go in, and it is the nature of the oil and gas
business that you go in and you have to make massive
investments, | mean billions, and your payback comes back
over the next 40 years, so all your money is up front, now if
you have a war, like the Biafran war [civil war in Nigeria],
which totally polarised a country which had been really pretty
harmonious, under colonial rule [...] companies with major

investments there really had a very difficult time” (Oxburgh
2006).

He showed an understanding of the effects a major oil company can have in a

developing country, but also painted a picture of Shell almost being a victim of
political forces within Nigeria:

“Shell has always operated policies of trying to be a good
neighbour, because any place you go into and you extract
natural resources, | mean you're perturbing the system in
some way, you're disturbing the local environment in some
respect, and so Shell, over the years has done all sorts of
things with schools and hospitals and things like that, but the
people who are really active here, the political activists see
this as all buying off locals and without too much difficulty you
can put a very negative spin on it” (Oxburgh 2006).

He then spoke of Shell falling victim to increasing corruption and lawlessness, and
especially how small scale theft of oil from pipelines was being overshadowed by
mafia type organised crime. Lord Oxburgh went on to say that people from Shell
had been trying to resolve local problems, as much as their remit would allow but

that they were being deliberately misrepresented by organisations with political
agendas:

“every time I've been there I've been talking to people
working, people in the Delta, and a lot of people trying hard to
find a new way forward, but it's difficult, and | have to say,
quite a number of NGO organisations | believe behave rather
amorally in Nigeria. We published something called the
Shell Report, in which we traditionally list those projects
which have succeeded and those which have failed, and we
tend to have about 50% failure rate, and that's actually quite
good for Nigeria, [...] anyway we've had several
organisations go out to Nigeria, take our Shell report, visit
those [projects] which we say have failed and then come
back and write damming reports on the failure of Shell's

initiatives in Nigeria, it just makes me sick frankly” (Oxburgh
20086).
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Brent Spar and Nigeria were situations where Shell management did what they felt
was the right thing, and was then taken by surprise by the strength of the public
reaction. This is confirmed by Mark Moody-Stuart in an interview with the
Guardian newspaper: “Those were seminal experiences for Shell, as Sir Mark
acknowledges. ‘It caused us collectively to say we were getting something wrong.
As a systematic company, we went back to first principles™ (Macalister 2003).

In a demonstration of Shell's commitment to learn from these events it revised its
statement of General Business Principles to include an emphasis on
communicating and engaging with stakeholders:

“[it] was totally reviewed and given a much higher profile
again throughout the company, and | think that linked in
because if you like the whole climate change issue is part of
corporate social responsibility” (Booth 2006).

When questioned in more depth about the effect the negative public reaction had
on Shell's decision making process, Roger Booth replied:

[it] “meant that the decision making approach changed, Shell
had always prided itself on being probably a world leader in
terms of [...] engineering excellence and best practice and it
then realised that that is not enough, because you need to
take the public with you, and they don't necessarily have the
same high opinion of you as you have of yourself. So you
have to get involved in stakeholder analysis, you know you
have to bring people with you, you can't say of course we're
the best, because quite often you'll be dealing with non
technical people” (Booth 2006).

The last sentence of this quote is interesting, referring to the need for business
people, working in a technical world, to take into account public misunderstanding,
due to their lack of technical knowledge of the situation. It leads to the subject of
trust, something that was acknowledged as being important in a speech to the
World Economic Forum, by Philip Watts in 2003. The speech concentrates on

businesses contributions to sustainable development, and the trust element is
summed up by the following extracts,

“What really matters is performance - being seen to do what

we say, and deliver what we promise. That is surely the only
way to build trust. But it is bound to be a long haul, and as in
the child's game of snakes and ladders, any failure can send
you sliding straight back again” (Watts 2003).
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“Regaining trust is a challenge for one organisation. Itis

clearly a much greater one for business as a whole, where

one bad apple can taint us all” (Watts 2003).
The last comment could be seen as a thinly veiled attack on the less
environmentally conscious American oil companies. This speech was made in
relation to sustainable development, but ironically came shortly before a major
scandal involving Shell overstating oil reserves that lead to the departure of
several of the company’s most senior executives, including Philip Watts himself.

Public trust in Shell was undoubtedly weakened by the negative publicity
surrounding Brent Spar and Nigeria. It is understandable that individuals at Shell
felt that the organisation had in some ways been treated unfairly, or had been
caught out by events that it couldn't have foreseen. It is clear however that there
was recognition among senior Shell executives that the company needed to learn

lessons, and reconsider the way it engages with the public, the media and other
stakeholders.

Cor Herkstroter (1996) summed up his thoughts on Shell's reaction to the crises of
1995 in a public speech “we have found that we have to communicate more, both
internally and externally. [...] We were, perhaps, excessively focused on internal
matters, and we failed to fully understand the need to provide information to the
general public” (Herkstroter 1996 p3).

Mark Moody Stewart, a former chair of Shell’s directors made the same point. He
was quoted by Frynas (2003) as saying “Shell is undergoing fundamental change.
We have learned the hard way that we must listen, engage and respond to other
stakeholder groups” (Frynas 2003 p280). Paul Skinner (2003), another senior
Shell executive, emphasised that “earning trust and corporate reputation” was
something that Shell was actively engaged in (Skinner 2003 p9). He
acknowledged that this was an area that had previously been a weakness of

Shell's and that it had been a “revelation to the present generation of managers
that trust is essential for big business” (Skinner 2003 p9).

Skjeerseth and Skodvin (2001) make the same point, but frame it in terms of
legitimacy: Shell's experiences of adverse public reaction over Brent Spar and its
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operations in Nigeria “seem to be perceived by Shell as a real threat to its
corporate legitimacy and credibility” (Skjeerseth & Skodvin 2001 p53). It is clear
that these events came as a shock to Shell and had a profound effect on the
thinking within the organisation.

Frynas (2003) felt that another particularly import factor at this time was Shell's
long history of building strong relations with national governments. This had
historically proved to be a successful strategy, but then appeared to have failed.
The support it had from the British government at the time of Brent Spar had not
helped it in its fight against Greenpeace, and its links with the regime in Nigeria,
that was widely perceived as corrupt, had severely dented Shell's reputation. This
coincided with the rise in the influence of nongovernmental organisations,
particularly in the environmental field.

When discussing the influence the events surrounding Brent Spar and Nigeria had
on Shell, Schwartz and Gibb (1999) said “on a superficial level, it is possible to say
that these events had no short term effect on the company — at the end of the year
its stock price and profits were at record highs. On a deeper level, the experience
had a profound effect. [...] These events and the strength of public reaction
seemed to take Shell management by surprise. The company's planning process
was one that many companies admired and had wished to emulate — but to
outsiders, it did not appear to have helped Shell anticipate what happened to it in
Nigeria and the North Sea. So management was doubly hit — by the protests
themselves and by its own internal failure to anticipate or prevent the crises. As a
Shell executive later told us, the company suddenly realised ‘how out of tune we
were with the world around us™ (Schwartz & Gibb 1999 p28).

Schwartz and Gibb compared Shell's reaction to what might have been expected
from an organisation in this situation. “Most companies under attack go
immediately into defensive mode and stay there. Although defence was part of
Shell's response, it was, to the company’s credit not all of it” (Schwartz & Gibb
1899 p28). The authors go on to discuss how Shell learned from what had
happened, that they realised that they had to take more account of public opinion,
and that they needed "a more open dialogue with other stakeholders in their

environment — particularly the environmental and human rights NGOs whose
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protests had been the strongest” (Schwartz & Gibb 1999 p28). Shell went on to
publish its first social responsibility report, in 1998, the year after its previous chair,
Cor Herkstroter, had “stated that the board could not accept activist demand for
such a report” (Schwartz & Gibb 1999 p28).

It appears that when confronted with the Brent Spar crisis Shell's initial reaction
was to buffer, defending itself against Greenpeace’s campaign against it, however
it soon realised that its position was untenable, and then backed down. After the
initial crisis had passed Shell started to adopt bridging strategies, attempting to
build relationships with a wider range of stakeholders such as Greenpeace. “Shell
embarked on a series of internal reforms, which reflected it's newly found interest

in engaging with stakeholders and social responsibility issues” (Frynas 2003
p280).

Scenario report (Just do it & ‘Big me’)

In 1995 Shell produced its next scenario report. At this point in time there was
increasing globalisation, liberalisation and the advancement of new technology.
There appeared to be a growing consensus, particularly in the West, about the
importance of free market economics. The well educated and entrepreneurial
tended to do well, while others felt increasing insecurity and a growing inequality
(Shell 1995). The two scenarios are summarised below.

The first scenario, entitled ‘Just do it’, envisaged an increase in individualisation,
an emphasis on innovation and creativity, and the ability to rapidly take advantage
of fleeting opportunities. Virtual and ad hoc alliances would be created through
information technology to tackle particular issues. The scenario saw organisations
becoming more fluid, and market forces were seen as more effective than
government actions. As a result some people became unhappy with the
relentless pace of change and develop a feeling of political alienation. There

would be a slow growth in energy demand due to de-materialisation and improved
technology (Shell 1995).

The second scenario, entitied ‘Big Me', foresaw an increased emphasis on
relationships and placing the ‘good of the group’ above that of the individual.
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Asian economies would be the most successful, where networks of trust minimise
the expense of contracts and legal action. There would be higher productivity due
to individuals’ focus on a common cause, and there would also be more emphasis
on governments and institutional actors. The West in particular would struggle
with growing crime and inequality. There would be an emphasis on economies of
scale, and companies would also find that they must take more account of their
employees and public opinions (Shell 1995).

In both of these scenarios there is surprisingly little specific mention of
environmental issues. This was only two years before Kyoto, and there appear to
be fewer signs than in the 1992 scenarios that environmental issues would
become significant to Shell. It is also interesting that the importance of employee
and public opinion is described; this would appear to be a reaction to Shell's
recent experiences. This would tend to suggest that the scenarios were as much
based on past and current events as an exploration of potential future ones.

Roger Booth also commented on the scenarios from the mid 1990s, saying that

they suggested oil and gas production would peak by around 2030 because of
dwindling finite reserves:

“those scenarios were touted around the world to places like

the World Bank, the Dutch government, the UK government,

| think even to Washington [...] and the IPCC, [they were]

basically along the lines of saying, look if this is the future,

carbon emissions are going to peak anyway [...] | can't

remember the exact year, by around about 2020, 2030 and

then will go into decline anyway” (Booth 2006).
The implication was that greenhouse gas emissions would peak and start to fall
naturally because of shortages of fossil fuel reserves and therefore it wasn't an

issue that had to be addressed with any additional regulatory controls.

Internal agency

There were individuals within Shell, who wanted the organisation to take an even
stronger line on climate change and move more decisively towards renewable
energy. They found that they were often unable to make changes as quickly as
they would have liked. Roger Booth, who headed Shell's renewable energy
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division, spoke of his personal frustration at the difficulty in being able to persuade
others within Shell to see energy from a more sustainable perspective:

“l used an analogy when | was leading up the renewable
energy group in Shell, some days | imagined myself outside
Shell Centre with a big rope over my shoulder that was
attached to the building, [...] if | try and pull too hard, they'll
just cut the bloody rope and I'll fall on my face” (Booth 2006).

“It's a little bit like the water drop and the stone, you know if
you've got a continual drip of water onto a solid rock, give it a
few million years and it'll have drilled a hole clean through the
rock, it may have split it in two” (Booth 2006).

This point of view comes from someone who was a senior Shell manager, who
had a particular interest in renewable energy, but not someone at the very top. In
contrast, Sir Mark Moody-Stuart who was first head of Shell UK and then Chair of

the Board of Directors, when asked if he ever felt he was constrained by powers
beyond his control, said:

“No, no, no, you'd give up working if you felt you couldn't
make changes in any organisation, particularly if you're in a
leading position™ (Moody-Stuart 2006)

The difference between Moody-Stuart and Booth is of course that Moody-Stuart
was at the very top of the company and was therefore in @ much stronger position
to promote his views on particular policies and strategies. Moody-Stuart was also

looking at the company as a whole, where as Booth had a particular interest in
renewable energy.

Roger Booth went on to talk about organisational inertia, and the fact that it takes
time to turn around any large organisation. He talks about the need to have a
critical mass of individuals before positions really start to change:

“If you've got one person who's pushing a particular point of
view and a need for change in a particular direction within a
group of senior managers of say 50, he or she may well get
laughed at, once you've reached a critical mass, which may
mean getting the top person on your side, but once you've
got 25, 30% to thinking this way you'll start to have an
influence, and when it's 60% the other 40% will come along
fairly quickly” (Booth 2006).

page 131



It is clear than even though there was early support for a proactive position on
climate change at the top of Shell, and also among individuals throughout the
organisation, the inertia of an organisation of this size will mean that it takes time
to convince people, change attitudes and put such policies in place. There will

inevitably also be individuals who have competing interests who would wish to
block them.

External agency

As well as internal forces empowering or limiting individuals' ability to bring about
changes, the organisation will be influenced by external factors. Roger Booth

discussed the fact that a large multinational corporation has to satisfy a wide
range of stakeholders:

“as the manager of a major company, you've got a whole

host of stakeholders whose livelihoods you have to look after,

[...] your employees, your customers, and your shareholders,

and | can’'t remember what Shell's turnover is these days, |...]

it's huge, on which a lot of people are highly reliant, both

inside and outside the company” (Booth 2006).
The implication is almost that the management has a moral duty to maintain the
company's profitability to support those individuals who are dependent on it for
their income, whether that is in the form of wages, pensions or other investments.
There is also a pressure to maintain the company’s share price: any management

team whose actions cause a fall in the value of the company is likely to find their
position under question:

"one of my [trusted] contacts once told me that he had been

told by a senior executive in BP that every time Lord Browne

made public speeches about renewables and or climate

change, the share price fell. This does show the dilemma

faced by major multi-national oil companies” (Booth 2006).
Whether or not this is actually true, the important point is that there is the
perception that talking publicly about tackling climate change makes the stock
market nervous about the company, and has an adverse affect on the share price.
It illustrates the fact that even if a powerful chief executive were committed to
large scale investment in renewables, in a public company they would still have to

maintain investors support or risk compromising their position.
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Benjamin Diss seems to agree with this point of view, saying that he thinks that
senior management effectively have their hands tied when it come to investment
decisions, because they have to maximise their share price. An oil company's
share price is related to the rate at which the company finds new oil reserves:

“fundamentally, the share price of BP, Shell et al. is driven by

the companies reserve replacement ratio. This is the amount

of new oil and gas which the companies find versus the

amount of oil and gas which they pull out of the ground

during the same period of time. Companies are well aware

this is what financial analysts and large investors look for,

and this is the reason that renewables represent a tiny

proportion of these companies overall turnover” (Diss 2006).
The implication is that any suggestion that the company is transferring significant
levels of investment away from oil and into renewable energy will immediately
have a negative impact on the share price. This will continue to be the case as
long as renewable energy continues to be less profitable than fossil fuel and the
financial markets perceive these companies to be fundamentally oil & gas
producers. As Jeroen Van der Veer recently said publicly “despite investment in

renewables, oil and gas would remain his company’s core business for many
years to come” (Diss 2006).

In contrast however an article in the Guardian newspaper, in January 2007,
argued that although Exxon hadn't fundamentally changed its views on climate
change it was being forced to soften its public statements and better explain its
position. This was particularly because its perceived hard line stance was having
a negative impact on investors (Macalister 2007). This demonstrates the profound
influence that stock markets perceptions can have on a company.

There has been particular public criticism of large multinational companies for their
apparent lack of social and environmental responsibility. In an interview, also
published in the Guardian, Mark Moody-Stuart felt that the overall power of

multinational corporations to make a global impact was more limited than many
people realised:

“Big companies are still feared, but equally the expectations
from developing countries and NGOs about the power and
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resources they can bring to eradicating poverty or other
complex issues are exaggerated’, says Sir Mark” (Macalister

2003).
Cor Herkstroter made the same point, that whatever an individual company does it
will always be a relatively small contribution to the global picture:

“Our contribution to targets for greenhouse gas reductions

may be small in global terms. Greenhouse gas emissions

come from so many of society's activities that no single

source is ever a large part of the total. But the climate change

problem will only be tackled successfully if everyone plays

their part” (Herkstroter 1998).
These statements could be seen as an excuse for lack of action by big companies
such as Shell. The counter argument is however that the actions of a large, and
highly visible organisation can make a powerful symbolic statement and as a

result influence wider changes in attitudes and the policies of others.

Shell being part of the broader debate

There have been areas where Shell's actions have had an influence on the
positions of others. Shell's expertise in scenario development is widely
recognised. Jeroen van der Veer, the current chief executive said “we often
contribute our scenario expertise to help identify and address challenges of
common concern, such as those of sustainable development, long term energy
needs or, more recently, the fight against AIDS and for development in Africa”
(van der Veer 2005). Van der Veer then goes on to say that new developments
making the scenario methodology more robust will help Shell to “make further

contributions to the wider debates about the fundamental questions that face us
all” (van der Veer 2005).

This shows that Shell is actively trying to be part of wider public debates, and can
therefore influence the way those debates are shaped. A similar point was made
by David Hone, chief climate change advisor at Shell. He said that by being seen
to be proactive in the environmental debate, and by developing robust research
and relevant expertises, Shell's reputation, credibilty and legitimacy are
enhanced. Shell's opinions are respected and Shell is consulted and listened to
when new legislation or regulation is being proposed (Hone 2006). This was the
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case with emissions trading. Shell developed internal emissions trading schemes
within the company to help them understand the implications it would have for the
organisation. When trading schemes were being developed by the European
Union, Shell was consulted as a respected organisation with extensive relevant
experience of the area. This of course gives Shell an opportunity to shape policy
development in ways that are advantageous to its long term strategy.

Roger Booth said that Shell certainly discussed issues with national governments,
but gave a more mixed message about influencing the public debate:

“In terms of public debate I'm not certain how much, | would
say they have always been [...] fairly active in discussions
with government bodies [...] so yes | think they want to be
part of that wider debate, [but] going to the public level I'm
not really certain because it is very difficult to get to the public
level, but what they have done for many years is being
involved in education and providing Shell briefing and things

like that for schools on energy and issues of that nature”
(Booth 2006).

When questioned about whether he thought Shell's actions had influenced the
wider debate Lord Oxburgh said:

“You can't tell, | have to say yes, but | think in all these things
it's a matter of water wearing away a stone, all sorts of
people speaking, talking, pushing in this direction, | think has
an effect, [but] | think it's very difficult to identify particular
singular events” (Oxburgh 2006).

David Hone acknowledged that being able to influence a wider public debate was

an important secondary benefit to Shell of being seen to be leading the way in the
development of climate change policy:

“I mean its not the principal driver, the principal driver is
making sure our business is sustainable in the long term,
[but], yes | think that we have got some external relations
benefit that is of value to the company, because we've
certainly had times when we've had external relations bad
press on environmental issues, so I'd be lying to say it didn't
matter, because it does” (Hone 2006).
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In July 1996, just prior to climate change negotiations in Geneva a group of
energy and motor manufacturers sent a letter to the US president urging him to
protect their interests at the negotiations. This group included Shell, but not
however BP (Leggett 2000 p246). It is striking that even after all the public
statements made by senior Shell executives, the company in the United States

still put its name to a call to restrict controls on greenhouse gas emissions.

In December of the same year Maarten van den Bergh, former Vice-Chairman of
the Committee of Managing Directors, spoke at a gas industry conference. He
said that he thought that there would be a considerable expansion in the use of
natural gas as a fuel (van den Bergh 1996). He stated that electricity production
using gas was increasing, and “at a time of increasing environmental concern, gas
has significant environmental advantages over other fuels”. He goes on to say
that the main challenges to the industry are likely to come from “rapidly changing
technology, commercial practices and regulatory systems” (van den Bergh 1996).

On the subject of climate change he says “It seems increasingly probable that
man-made carbon dioxide, largely from burning fossil fuels, may have an impact
on global climate - though much less than previously feared. So it is clearly
prudent for the international community to consider possible precautionary
measures. | believe that energy industries must play a constructive role in that
debate. However it is vital that any measures should not unnecessarily inhibit the
economic and technological progress on which people depend for higher
standards of living and a better environment” (van den Bergh 1996).

This would seem to be a somewhat mixed message; on the one hand we should
be considering precautionary measures with regard to climate change, while on
the other Shell sees opportunities to expanding its gas production, a product that
still contributes of climate change. Van den Bergh also emphasises the
importance of not inhibiting economic development, which he links to creating a
better environment. This is an argument that can be traced back to the Brundtland
definition of sustainable development and one that is often used by those wishing
to defend commercial interests against environmental issues.
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Van den Bergh states that he thinks the energy industry should play a role in the
debate, implying that Shell has a degree of agency in shaping that debate. He
says that Shell is a leading expert in the field, but also alludes to the importance of
maintaining the organisation’s image and legitimacy, cautioning against taking
excessive risks as the company’s reputation is of paramount importance (van den
Bergh 1996).

BP leaves the Global Climate Coalition

In October 1996 BP withdrew from GCC after their chairman, Lord Browne (1997),
admitted that “the time to consider the policy dimensions of climate change is not
when the link between greenhouse gases and climate change is conclusively

proven, but when the possibility cannot be discounted. We in BP have reached
that point” (Browne 1997).

This speech by Lord Brown was seen as a significant change in the company's
position. It is notable that Lord Browne was advocating precautionary action as
the evidence for mankind’s contribution to climate change was strengthening,
even though there was no conclusive proof of a link.

In March 1997 Cor Herkstroter (1997), then chair of Shell's committee of directors,
gave a speech at Erasmus University in Rotterdam entitled ‘Contributing to a
sustainable future’. He outlined two main themes in global development: “growing
worldwide consensus among policy makers on the value of economic
liberalisation” and “widespread concern about the capacity of the earth to sustain
expanding population and material consumption” (Herkstroter 1997).

On the subject of climate change he said that “despite many remaining
uncertainties [...] | believe that there is now sufficient evidence to support prudent

precautionary action” (Herkstroter 1997). Coming a few months before Kyoto this
can clearly be seen as support for the protocol.
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Herkstroter saw no reason to be pessimistic about climate change, saying that
although environmental campaigners “provide a timely warning about the
possibility of irreversible damage to the natural systems on which we depend”
(Herkstroter 1997), humans are very capable of adapting. He saw technical
solutions as the answer to environmental problems, while allowing essential
economic growth. He emphasised Shell's ability to contribute to technological
developments, therefore implying that Shell would be able to profit from the
development of solutions to climate change.

He made a claim for Shell's legitimacy, discussing its involvement in sustainable
development initiatives and also emphasising that Shell “makes a considerable
contribution to society — supplying essential energy and other products, creating
wealth and acting as a force for progress”. He then however described a
perceived lack of agency “we are as much at the mercy of [...] global forces as any
other enterprise” despite having said that Shell is “one of the world's largest
multinational enterprises” (Herkstroter 1997).

He was positive about the fact that Shell worked in places “where others withdraw
or keep away” and that Shell companies were “committed to expressing support
for fundamental human rights within their legitimate role as businesses”
(Herkstroter 1997). This would appear to be an attempt to defend Shell's
legitimacy and put its actions in Nigeria in a positive light. Finally he emphasised
the importance of a wider, better informed debate and the need for governments
to make clear decisions, while saying that Shell “will make a constructive
contribution to this vital debate” (Herkstroter 1997).

In April 1997, a former Chair of Shell's Committee of Directors, John Jennings
(1997), gave a speech to the Business and the Environment Programme in
Cambridge, England. He started by invoking the Brundtland definition of
sustainable development saying that the primary role of commercial companies in
sustainable development “must be in the economic sphere - providing essential
goods and services and creating wealth through employment, and the payment of

taxes and dividends, in a continuing process of innovation and investment. To do
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this they must remain profitable” (Jennings 1997). In making the point about
profitability he could be seen as defending Shell’s right to continue exploiting fossil
fuels which were, and still are, more profitable than renewable energy sources.

On the subject of climate change he said that fossil fuels would continue to supply
the majority of the world's growing energy requirements, because “there is simply
no practical alternative” in the next few decades, and that this “represents a
challenge to the notion of environmental sustainability” (Jennings 1997). Again he
said that although there was still uncertainty over climate change we should have
been taking precautionary action, through energy efficiency, reducing the impact
of fossil fuels and developing renewable energy (Jennings 1997). These mainly
involve market forces and technical solutions.

Jennings thought that it was very likely that demand for fossil fuels would continue
to grow until at least 2020, but that some of the IPCC scenarios for carbon dioxide
emissions were too high and that “Shell planners are contributing to work to
develop new IPCC scenarios” with lower emissions projections (Jennings 1997).
This is a clear case where Shell's expertise was giving them the ability to influence

a wider debate that could potentially change policy making, to their own
advantage.

Also in April 1997 Philip Watts, who later became chair of Shell's committee of

directors, made a speech entitled: Challenges to the International Petroleum
Industry.

He spoke particularly of the challenges caused by political and economic
liberalisation around the world, and also mentioned population growth and climate
change. He said one of the most significant challenges was loss of public trust in
large companies, with growing expectations that their actions should show more
ethical responsibility: “business used to say ‘trust me’. Now people say ‘tell me’
and, increasingly, ‘show me™ (Watts 1997).
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Watts spoke at length about Shell's experiences with the crises involving Brent
Spar and Nigeria. He was well placed to comment, having been chief executive of
Shell Nigeria from 1991 to 1994 and European Coordinator at the time of Brent
Spar. He said that the main lessons Shell learnt was that they needed to improve
their communications and initiate “discussion with a wide spectrum of opinion
formers in different societies” (Watts 1997). The main emphasis seems to have
been on communications and building legitimacy rather than actually changing the
way Shell operates. He interestingly also said that the company must as a first
priority “be true to our values and principles” while it may “further enhance
shareholder value” while not acting “in a way that is outside the legitimate role of
business” (Watts 1997). Placing the organisations values and principles above

shareholder value would appear to be a bold message, and one that may be hard
to implement in practice.

Watts did not discuss climate change in any detail, and only briefly mentioned the
possibility of developing renewable energy. He concluded by emphasising Shell's
commitment to sustainable development and maintaining its credibility by making

sure it did “not have, or be perceived to have, a gap between policy and
performance” (Watts 1997).

Formation of Shell Renewables

In October 1997 Shell announced the formation of Shell Renewables as a fifth
core business alongside oil and gas Exploration & Production, Trading & Shipping,
Gas & Power and Shell Chemicals. It was initially announced that Shell would
invest $250 million over five years i