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SOMO investigates multinationals.
Independent, factual, critical and with
a clear goal: a fair and sustainable
world, in which public interests
outweigh corporate interests. We
conduct action-oriented research to
expose the impact and unprecedent-
ed power of multinationals. Cooper-
ating with hundreds of organisations
around the world, we ensure that our
information arrives where it has the
most impact: from communities and
courtrooms to civil society organi-
sations, media and politicians. This
publication has been made possible
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Foreign Affairs. The content of the
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Can a company that puts profit before people possibly have the moral compass to navigate
a just and fair energy transition?

Although the oil and gas industry has known about global warming, it has active-
ly supported its denial and, through its exploitation of fossil fuels, has played a vital role
in creating the current fossil dependent economy. As the consequences of climate change
are felt globally, it is high time for the oil industry to be held responsible. Royal Dutch
Shell (Shell) is one of the world’s largest oil and gas majors and ranks 7th on the list of
biggest carbon dioxide emitters since 1965 (the year that industry leaders and politicians
learned of the environmental impacts of fossil fuels). Shell recently produced its ‘Powering
Progress’ strategy to - as the company declares on its website - ‘accelerate the transition of
their business’. It is the first time that Shell has publicly recognised the climate crisis as a
major challenge to its current business model. But though it might appear to demonstrate
a change in course, the recent resignations of a number of Shell top executives responsi-
ble for energy transition suggests there might be fundamental incompatibilities between

Shell’s bottom-line and their energy transition imperatives.

I Four ways in which Shell impedes a just energy transition

The oil and gas industry is first and foremost driven by the need to maximise profit. In doing
s0, it thrives on inequality and the violent exploitation of humans and ecosystems, undermines
democratic decision-making institutions, and misleads the way in the energy transition. These
four obstacles impede a just energy transition. A just transition is not about a narrow focus on
CO2 emissions, but enables equal access to and democratic control over energy sources that
guarantee ecological integrity. Such a transition addresses past injustices, prevents future injus-
tices, and compensates those most affected.

Because Shell is a quintessential example of the oil and gas industry, it serves as a useful
case to expose and explain these obstacles and why they impede a just energy transition: how
the obstacles are created and how they can be removed to allow the much-needed social, politi-
cal, and economic transformation.

I Obstacle 1: Shell remains locked in profit maximisation
The downward trend of the oil and gas industry was accelerated by Covid-19, but it is
not the cause of it. In the first two decades of the 21st century, Shell could have cho-
sen to spend the US$237bn that went to shareholders and share buybacks, on making
its fixed capital stock more climate proof. Instead of giving society its rightful dues
by paying taxes, Shell has burdened the world with global warming. The company has
accrued far more debt than its competitors and, despite much rhetoric about ‘leader-
ship’ and sustainable business practices, it relies on potential stranded assets and cuts
9000 jobs.

Prioritising the renumeration of top management has resulted in a CEO-to-

worker compensation ratio in the Netherlands of 277:1, and in Nigeria of 4050:1.
Significantly less priority has been given to investment in research and development
that will secure future returns, or retraining employees about a more climate-friend-
ly future. Every euro spent on exorbitant payouts to executives and shareholders, or
shifted to tax havens, was a euro not spent on providing a decent wage, or retraining
workers for climate resilient jobs, or cleaning up oil spills, or compensating frontline

communities, or on achieving the target of zero emissions over the next 50 years.
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I Obstacle 2: Shell thrives on inequality and violence

Shell’s century of global resource extraction and labour exploitation, causing global warming
and environmental destruction, has been facilitated by violent colonialism. The close relation-
ship(s) between the Dutch colonial rulers and Shell have enabled the company to grow and the
coloniser to expand its territorial power. Some of the practices developed by Shell during colo-
nial times, continue today through investment treaties and CO2 compensation schemes. These
practices not only show Shell’s inability to break with the past, but their continued use gives
little credibility to the company’s ability to address injustices today.

Shell’s history raises questions of moral responsibility and the need for reparation. The
company has, after all, grown on the back of oil reserves extracted from colonised territories,
and had no qualms about providing fuel for, and engaging in, violent events. The damage done
to Black and Indigenous people and their territories demands such recognition and reparation.

I Obstacle 3: Shell undermines democratic decision-making
Shell uses its privileged access to, and influence on, policymakers to secure and promote its
own interests, including those relating to climate policy. Obstacle 1 demonstrates that Shell’s
main focus is to please its shareholders, a priority which often runs counter to public interest
on issues such as just transition and taking action against global warming. Part of the compa-
ny’s history, and way of working, also includes employees moving between careers in Shell and
the Dutch government; this continues today. These ‘revolving doors’ relationships give Shell
direct access to the highest decision-making bodies in the Netherlands and allows the company
to engage with high-status and influential politicians, compromising independent and demo-
cratic decision-making within governing bodies.

Shell has also used bilateral and free trade agreements to shape policy in its favour.
These agreements include far-reaching protection for companies and investors against any
government measures that could impede their projected profits. The threat of arbitration when
governments intend to take regulatory measures against climate change, inhibit legislators from
taking action. This allows companies to potentially shift the risk and burden of their stranded
assets onto the shoulders of taxpayers. Leaked emails have shown that Shell’s strategies include
structural links to state security services, and close relations with legislators do not benefit local
communities and deprived upstream economies from badly needed revenue.

I Obstacle 4: Shell misleads the way
Shell uses scenarios, marketing campaigns, and misleading advertising to present an image
of itself as a company indispensable in providing energy and able to guide society through
the energy transition. With the help of controversial marketing companies such as Edel-
man, Shell attempts to overwrite its role in global warming and social and environmental
injustices. The company partners and collaborates with publicly recognisable and reliable
partners to legitimise its public standing. Shell’s education programmes that influence chil-
dren, and may be the first encounter that children have with climate change and renewable
energy, urgently need to be replaced with ones that have historically and scientifically cor-
rect content.

Shell uses advertising and marketing to dampen the sense of urgency about cli-
mate change, to maintain approval from the general public, and keep opinion-makers,
politicians and government officials on its side so as to remain at the decision-making table

with the government: influencing both the pace of the energy transition (not too fast), and
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the direction (a continued need for fossil fuels). Shell has been able to redirect responsibil-
ity to change away from its own hazardous practices and shifted it onto consumers. The
marketing makes climate change, and energy transition, a demand issue, rather than a sup-
ply driven one. It promises solutions from innovative technology that will enable storage
of CO2, so supply can continue unhindered. Shell sells seductive lies and tactfully manip-

ulates the public away from remembering the past, and asking critical questions about its

dirty practices today.
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In February 2021, Shell presented its pathways to the future and ‘Powering Progress’ strat-

1
. . 9.9 9 q a9 g Shell (2021). Powering Progress.
egy to, as Shell declared on its website, ‘accelerate the transition of their business’.! This is Retrie(ved fr)om i e shall.

the latest publication in Shell’s almost 50-year-old history of mapping future scenarios. At com/powering-progress on February

17,2021.
face value, these scenarios show Shell’s continued efforts to reinvent itself as a progressive )
player capable of swiftly adapting to changing socio-economic conditions and willing to Taylor, M. & Watts, J. (2019,
. . . . .. . . . 9 October). Revealed: the 20
serve wider society. This, though, is the first scenario in which Shell has recognised the cli- s behind a third of all carbon

emissions. The Guardian. Retrieved
from https://www.theguardian.com/
to demonstrate a change in course, the recent resignations of four Shell executives respon-  environment/2019/0ct/09/revealed-

. 0 . . o 20-firms-third-carbon-emissions on
sible for energy transition suggests there might be fundamental incompatibilities between November 30, 2020.

mate crisis as a major challenge to its current business model. But though it might appear

Shell’s bottom-line and their energy transition imperatives. 3
King, E. (2016, 1 November). 12
reports to read before the COP22
During Shell’s annual shareholder meeting in 2019, activists from Code Rood, Gastivists UN climate summit. Retrieved from
% . X . . https://www.climatechangenews.
and Climate Liberation Bloc (CLuB) announced their Shell Must Fall! (SMF) campaign com/2020/12/11/10-myths-net-zero-

q targets-carbon-offsetting-busted/ on
and their plans to make the 2019 AGM “the very last one to be held”. The grassroots collec-  Gaoamber 23, 2020. g

tives called for ‘dismantling’ Shell to enable a rapid and just transition. Their rationale for 4

taking such drastic measures was expressed as follows: “As long as you remain a company Raval, A. (2020, 21 December). Shell
. . . to take further $4.5bn write-down

dedicated to maximising profit and short-term shareholder value, we know you will not keep  after bruising year. Financial Times.
f 1 f 1 . h d W k 9 d .. . f Retrieved from https://www.ft.com/

ossil fuels in the ground. We know you won’t decommission your own infrastructure, N0r  content/23b4691£-d970-4161-be08-
77b6c27cf0b9?desktop=true&seg
mentld=d8d3e364-5197-20eb-17cf-
countless ecosystems your operations have devoured.” This action prompted several ques- ~ 2437841d178a#myftnotification:i

. . . . . . . nstant-email:content on December
tions: how does the fossil industry, but also multinationals in general, influence a just tran- 21, 2020.

provide a fair transition for workers, nor compensate damaged communities, nor repair the

sition? And to what extent do they enable or form an obstacle to a just transition? -

HEN Why Shell?

In the past year, three major issues have exposed the continuing inequalities within the global
system of production and consumption: the Covid-19 pandemic, global support for the Black
Lives Matter movements, and the unfolding climate crisis (with weather extremes exposing
broader tensions). As one of the largest oil and gas companies, ranked seventh in the top 20
companies of carbon dioxide emitters since 1965 (the moment that the environmental impact
of fossil fuels was known by industry leaders and politicians). Shell has not only influenced and
profited from this system, but is substantially responsible for global warming.? Shell’s current
net zero target is misleading because it does not include all the emissions produced throughout
the production and distribution processes, and depends on solutions such as carbon storage

that have not been proven eftective or safe.* The company has not set an end date for oiland gas s
Please visit the Future Beyond Shell
website for the full articles: https://

On the contrary, it recently announced it was cutting 9000 jobs!* www.futurebeyondshell.org/

extraction, and has not announced plans to support its workers to transition to other sectors.

Throughout its history, Shell has repeatedly been the focal point of social and envi- 6
. . R . . Sealey-Huggins, L. (2017). 1.5°C
ronmental protest. With headquarters in The Hague, the oil major has been active around the to stay alive”: climate change,

o 5 q . imperialism and justice for the
world for over a hundred years. Not only is it known as a fossil fuel and petrochemical group, Caribbean, Third World Quarterly,
but Shell’s complicity in a number of historic processes - including colonialism in Indonesia 38:11, 2444-2463. Retrieved from:

ut Shell’s complicity umbe storic processes - including colo donesia, 10.1080/01436597.2017.1368013

apartheid in South Africa, the Chaco war in Latin America, the killing of the Ogoni nine — as
well as its record on human rights abuses and environmental destruction, are well-documented.
A fjust transition’ is not only about tackling Shell, it is about fundamentally
questioning the system on which the company thrives. Shell is iconic for the oil and gas
sector, and its business model is typical of a modern global firm that takes good care of

its executives and shareholders. This business model is certainly not unique to Shell, but



Introduction

it is a model that Shell executes extremely well. Shell is both a symbol and a champion of
the system that has enriched it, and so understanding the workings of Shell, therefore,
provides insight into the workings of global multinationals in general. Tackling Shell will
help inform how obstacles to a just transition can be approached and dismantled, to move
towards the much-needed social, political, and economic transformation.

Royal Dutch Shell PLC (RDS) is the holding company of the international Shell
group. Where it is not necessary to identify specific companies, RDS and its subsidiaries
are collectively referred to as Shell.

I Shell and the energy transition
Increasing our understanding of how Shell’s business model produces obstacles to a just
transition, informs strategies to remove these obstacles, opening up the way towards a
much-needed social, political, and economic transformation. Does a company — in which
profit and shareholder satisfaction come at the cost of depriving populations around the
world from resources and revenues they need to improve their health and secure their
livelihoods — have the moral compass necessary to influence a “just” transition, even if it
were to switch tomorrow to windmills and solar collectors? Is a just transition simply a
question of switching from one source of energy to another, or is deeper structural change
required? And is such deeper structural change possible when decision-making is skewed
towards corporate interests?

A research group, consisting of Decolonisation Network Former Dutch East
Indies (DNVNI), HandelAnders!, JA! Justica Ambiental/Friends of the Earth Mozam-
bique, Reclame Fossielvrij, TNI and SOMO, looked at Shell from different perspectives
to expose, explain, and deconstruct a number of issues including: the company’s focus
on profit-maximisation, how Shell thrives on inequality, how it undermines democratic
decision-making, and how it misleads the public about future prospects. This report is a
synthesis of the contributions written by the research group. The objective of the research
project is to contribute to the debate on what a meaningful way forward would mean.
SOMO took the lead in writing the synthesis, which was reviewed by the research group
and the full articles can be found on the Future Beyond Shell website.?

N A just transition/recovery

This report investigates the obstacles preventing a just transition. ‘Energy transition’ and a
‘just transition’ are politically defined concepts, and have different meanings for different
interest groups. For SOMO, a just transition is about the transformation of the system of
production and consumption, including underlying unequal social relationships. And
instead of a narrow focus on CO, emissions and 1.5° scenario that serves only a privileged
part of the global population®, important principles of the energy transition are equal ac-
cess, democratic control, and ecological integrity.” In addition, SOMO advocates a transi-
tion that addresses past injustices, prevents future injustices, and compensates those

most affected.

This definition calls into question any vision of development based on infinite
growth.® Climate change, the scarcity of raw materials, soil depletion and water pollution
through overproduction, and the additional social consequences for communities, are
indicators of the limits to growth. Addressing the limits to growth requires a shift of so-
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cio-economic priorities towards creating a prosperity that is accessible to all in a healthy
environment. The goal is a society in which development is not imposed but democratical-
ly determined, and where value is not extracted but redistributed.’

=> A just transition cannot ignore either the damage done,

or those who have profited from the damage;

- A just transition needs to recognise the rights and possibilities for decent work;
- A just transition de-centralises growth model demands for energy,

and recognises pluriverse pathways to social and environmental justice.

Such a transition is not without struggle. Those who shape and benefit from the current
system will do anything to defend it. The oil and gas industry, for example, has known about
global warming for several decades yet has supported climate change denial. And the impor-
tance of fuel and energy in the organisation of our everyday lives makes this industry eco-
nomically, and politically, extremely powerful. This report focuses on the oil and gas industry
because it has shaped the current world order, its relations of re/production, and has impact-
ed climate change. The oil and gas industry, with its exploitation of fossil fuels, has played a
vital role in driving our current system, and will, therefore, protect this predatory capitalist
system by all means necessary, to defend its interests and ensure the accumulation of capital.

In this report we identify how Shell produces four obstacles to a just transition:

=> Shell's business model and focus on profit maximisation,

prioritising shareholders and share value above everything else;

=> Shell's inability to break with the past, along with continued colonial practices

in the present;

=> Shell’s privileged access to, and influence on, decision-making processes which
secure and promote its own interests, including those related to climate policy;

= Shell's presentation of scenarios, marketing campaigns, and misleading adver-
tising that promote a mythical future which bears little resemblance to the present,
and is a painful negation of the past.

Together, these obstacles constitute what has become known as a “shell game”. Defined

?10 or a “method of

as a “deceptive and evasive action or ploy, especially a political one
deception that involves hiding or obscuring the truth”."* This definition is a suitable (if
not self-fulfilling) depiction of Shell’s role in the just transition. As long as the company
claims to have a legitimate place at the table, it will delay and weaken meaningful action
to advantage itself. We hope that these findings will inform and inspire political strategies
and collective imaginaries towards building a future beyond corporate business-as-usual, a

Future Beyond Shell as we know it.
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OBSTAGLE 1: SHELL REMAINS
LOGKED IN PROFIT MAXIMISATION

“How tojustify that Shell shareholders have raked in tens of billions of euros in profit every year
for decades, while this has thrown the world into an ecological and humanitarian crisis?”
Lawyer, Roger Cox, in the climate case against Shell, December 2020

I Key takeaways

=> Shell has prioritised dividend payout and share buybacks, spending
US$237bn over the past 20 years;

=> Shell continues investing in oil and expanding into gas;

=> Shell has borrowed money, leaving it currently heavily in debt, and with assets
compromised because they are mostly fossil fuel related;

= Despite spending US$237bn in dividend pay-outs and share buybacks since
2000, Shell's share value has remained stable, but not increased;

= The combination of high dividend payouts and share buyback, with
unprecedented levels of debt, has resulted in a financially fragile enterprise;
profits are not reinvested in climate sensitive capital, or research and
development, to secure future returns; or in retraining employees about a more
climate friendly future;

=> Shell engages in profit-shifting and makes extensive use of tax havens to avoid
paying its public dues, resulting in an enormous loss of public income;

= Shell's business model benefits the top managers of the company, who are
rewarded partly on Shell's performance in generating shareholder returns, cash
flow from operating activities, and operational excellence. The CEO-to-worker
compensation ratio in the Netherlands is 277:1 and, in Nigeria, 4050:1;

= Every euro that goes into exorbitant payouts to executives and shareholders,
or is shifted to tax havens, is one not spent on decent wages, retraining workers
for climate resilient jobs, cleaning up oil spills, or compensating frontline communities.

I 1.1 Introduction

Shell’s business is fossil fuel and, since the 1960s, the company has known that its up-
stream and downstream activities, as well as the necessary transport between the two, have
contributed considerably to global warming. As a globally operating fossil fuel corpora-
tion, it has fed on the increasing worldwide hunger for energy, the inequity between the
Global North and the Global South, and taken advantage of cheap labour, and fragile
states, in its accumulation of profit.

This chapter will look at Shell’s accumulation of profit and, more specifically, the
company’s financial strategies over the last 20 years. In recent years, Shell has increasingly
presented itself as a forerunner in energy transition, but is that reflected in the company’s
financial priorities? Is accumulated profit reinvested in renewable energy technology, or in
training its employees towards a fossil free future, or in reshaping its operations to decrease
emissions and prevent further global warming?

Shell’s financial priorities over the past 20 years tell us to what extent it is building
a business model that is both financially healthy, and prepared for an energy transition
sensitive to climate change. An important element of this is whether Shell pays its dues to
society in terms of taxes and compensation for damages, and whether it contributes to a
healthy economy with fair wages.
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Obstacle 1: Shell remains locked in profit maximisation

I Methodology

To analyse Shell’s business model and priorities, we examine its financial strategies, tax
practices, and salary/bonus structure. It builds on a long history of research by academics,
journalists, and civil society organisations (CSOs) on Shell’s practices and impacts. This
chapter is based on data from a diverse set of sources, such as academic literature, media
outlets, NGO research, industry intelligence, and publicly available documentation such
as financial reports and company websites, supplemented with data from Refinitiv Eikon
and Orbis databases.

The framework and methods developed by Fernandez and Klinge' proved very
useful to analyse Shell’s financial strategies. A data set was compiled for the period 2000 to
2019, and updated, as far as possible, for 2020. Data sets were extracted using Refinitiv’s
Eikon Database, complemented by data from Shell’s annual reports, such as its coun-
try-by-country reports for 2018 and 2019, as well as its annual financial reports. An over-
view of all company deals (mergers, acquisitions, investments or sellings) of Royal Dutch
Shell PLC between 2011 and 2020, was extracted from the Refinitiv’s Eikon database.
The overview was complemented with information from tear sheets of the specific deals,
and from secondary sources (such as Shell’s annual reports and the company’s website).
Only the deals with a known rank value were included in the analysis. Tax payments were
analysed using Shell’s tax contribution reports over 2018 and 2019, complemented with
information from the company’s annual reports.

I 1.2 Shell and its financial strategies

Shell’s roots go back more than 130 years, when Aeilko Jans Zijlker founded De Konin-
klijke (The Royal) in 1890 to commercialise the exploitation of oil in North Sumatra.?
In 1907, when Shell Transport and Trading Company Ltd of the United Kingdom - a
business that originally sold seashells from overseas to collectors, later switching to kero-
sene - and the Royal Dutch Petroleum Company merged, Royal Dutch Shell (RDS), as
we know it today, was born.” The company has a global presence and explores, extracts,

produces, refines, transports, distributes, markets, generates, and trades fossil fuels around
the world.*

I 1.2.1 Shell's value

At the beginning of 2020, the market capitalisation (the total market value of the com-
pany’s outstanding shares) of oil-producing companies dropped dramatically compared
to companies in other sectors, forcing these companies to finally admit the existence of a
crisis they had themselves created. While the assurance, advisory and tax services network
Pricewaterhouse Coopers explained that the oil and gas sector was hit hardest by the wide-
spread impact and uncertainties caused by Covid-19,’ such an explanation glosses over
the plummeting price of Brent crude with US$40/barrel a result of the oil production
wars between Saudi Arabia and Russia and the subsequent unlimited dumping of oil in
the market (against OPEC agreements).® As a result, the price of the US benchmark West
Texas Intermediate (WTT) hit negative figures in April.” Shell’s market capitalisation (see
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Figure 1) shows a similar trend. At the end of December 2019, the market capitalisation
was still US$238bn, but hit its lowest point at the beginning of March 2020 (US$98 bn)
and was US$134bn by the end of 2020. A downward trend had already started before
Covid-19 became a global pandemic.

Figure 1: Market capitalisation of Shell 2000-2020°
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This research argues that the origins of the downward trend can be better understood by look-
ing at the financialised business model pursued for almost half a century by companies like
Shell (known as financialisation) (see box). We will look at Shell’s financial strategies to see what
the company prioritises in its decision-making, and what this means for its resilience.
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I 1.2.2 Shell's Strategy

I Dividend payout and share buyback

Every year, a company decides how much dividends it will pay to its shareholders and if it will re-
purchase shares (known as ‘share buybacks’). Shell is known for paying out stable returns, which
makes it attractive to investors.'> Every now and then, it also repurchases shares, which increases the
price per share, again benefiting investors in the short-term.

Opwer the past 20 years, Shell has consistently increased its dividend payouts, with 2018
and 2019 being the highest dividend payout years in its history (US$15.7bn and US$15.2bn, re-
spectively). But in 2020, for only the first time since the Second World War, Shell slashed its total
dividend payout to just over US$5bn. In 2019, shareholders had received 47 cents per share, but
this plummeted to 16 cents per share in 2020."

Between 2000 and 2019, Shell increased its total dividends from US$Sbn to US$15bn.
Although, Exxon paid consistently more dividends during that time, Shell came in a close second
(see Figure 2). In 2018 and 2019, Shell paid out over US$2bn more than any of the other top ten oil
and gas companies, but carried a debt of over US$80bn. Between 2000 and 2019, Shell paid out a
staggering total of US$184bn to its shareholders (see Figure 3).

Figure 2: Dividend payout ($US bn)
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Another strategy primarily aimed at satisfying shareholders is share buybacks. A study by the Bank
for International Settlements shows that companies buy back shares to change the debt-to-equity
ratio by both increasing debt and decreasing equity, which ultimately increases the price per share.™
This increase in share value, however, is achieved by repurchasing shares formerly active in the mar-
ket, with the decreased number of shares in the market subsequently increasing the dividends paid
out per share. The share value or dividend, therefore, says little about the activities of the company,
particularly as share buybacks often use borrowed money."* Shell’s highest repurchases of shares (see
Figure 4) were in 2006 (US$8bn), 2013 (US$5.3bn) and 2019 (US$10.2bn).
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Figure 3: Total dividends paid out per year by Shell in $US (bn) 24
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I Share value over time and market capitalisation

This chapter argues that dividend payouts and share value are a poor indication of a company’s
financial health, and whether its industry is prepared for likely future developments. Despite
US$237bn in dividend payouts and share buybacks since 2000, the company’s share value has only
gone down since then (see Figure 7). Financial resources that could, for example, have been invested
in fixed capital, research and development, or renewable energy, or that simply could have been used
to repay debts and invest in equity, have gone from the company and into the pockets of a relatively

small group of people.

Figure 7: Share value of Shell over time
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I New frontiers but fixed on fossils: oil, gas, and tar sands

The ‘elephant in the room is the impact of stranded assets. In the light of environmental challenges,
stranded assets are defined as ‘environmentally unsustainable assets that suffer from unanticipated
or premature write-offs, downward revaluations, or are converted to liabilities.”"” Financial losses
from stranded assets in the fossil fuel industry are estimated to rise from US$1tn to US$4tn.' As
well as giving money to shareholders and using it in share buybacks, Shell continues to invest in
fossil fuels and therefore contributes to, and should be held responsible for, an ever-growing risk of

a global financial crisis, as fossil fuel investments worth trillions of dollars will lose their value.”

I LNG
Shell began acquiring Liquefied Natural Gas (LNG) to buffer its oil stakes. Because it is the clean-
est-burning hydrocarbon, LNG is often presented as a transition fuel, the fossil fuel of a lower-carbon
future, but this is highly contested. Shell believes LNG will be vital to building a sustainable energy
future, especially with regard to power generation, where it produces around half the CO, ,and just
one-tenth the air pollutants, of coal.” However, the usage of LNG as a transition fuel is disputed.
Critics argue that gas is ill chosen as part of a just energy transition, not only because of the methane
leakage along the entire gas supply chain, but also because the CO, emissions from already existing
fossil fuel reserves would take the world far beyond the carbon budget in the 1.5°C scenario.”

Shell decided in the early 1990s to increasingly shift its focus to gas. As early as 1992, Shell

was working on the understanding that gas could replace oil as the primary energy source by 2025.
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This belief encouraged Shell to venture into Russia. In 1994, it established the Sakhalin Energy
Investment Company, an integrated oil and gas project. Shell acquired 55 per cent, with Mitsui and
Mitshubishi holding 20 per cent and 25 per cent, respectively. In 2005, Shell signed an agreement
with Gazprom who became a major shareholder in 2006, leaving Shell with 27.5 per cent™ but
securing its stakes in Sakhalin and starting its gas exports in 2009. Since then, the project has ex-
panded, and is highly controversial environmentally, politically, and socially.>*

One of Shell’s most remarkable acquisitions — as well as its largest, financially - was BG
Group. In 2015, Shell paid €64.4bn for BG, then the biggest ever acquisition by a Dutch com-
pany. Between 2012 and 2015, Shell acquired another two LNG assets worth €3.4bn. In 2012, it
acquired the remaining 95.9 per cent interest in Gasnor AS* and, in 2013, it acquired the liquefied
gas business of Repsol SA*, consisting of LNG supply from Trinidad & Tobago, and Peru.?” The

infrastructure necessary for LNG distribution further locks us into a fossil future.

I Dcep-water oil
The acquisition of the BG Group did not only reflect Shell’s ambition to be the major producer
and supplier of LNG, but it also accelerated the company’s deep-water development in Brazil.**
Shell proudly states that, since its first deep-water project in 1978, it has gone deeper and deeper to
reach less accessible oil reserves.” Recently, the Dordtsche Petroleum Maatschappij BV, a unit of
Shell, acquired the entire share capital of Total E&P Deep Offshore Borneo BV with a total worth
of €270m* and they acquired participating interest in blocks offshore Sao Tomé & Principe, Suri-
name, Namibia, and South Africa of Kosmos Energy Ltd for €167m.>

Additionally, Shell has invested in two oil blocks acquired in Brazil (C-M-659 and C-M-
713), together with an investor group in 2019.%* At the same time, the company accelerated the sale
of its assets in the Niger Delta to Nigerian companies. Shell sold OML 30 to the Shoreline Natural
Resources Ltd for €671.271, OML 134 to ND Western Ltd for €317.400, and OML 24 to New-
cross Expl & Prodn Ltd for €478.183. Although it may seem that the return on these investments
is very low, these are mature onshore assets installed in the late 1950s and 1960s, with infrastructure
nearing its decommissioning.** Critics argue that this enabled Shell to transfer the responsibility for,

and remove itself from, the liability for decades of toxic pollution and conflicts with communities.*

H Tar sands

Besides deep-water exploration, Shell also engages in other forms of unconventional extraction.
One of the company’s biggest investments of the last ten years has been the acquisition of the entire
share capital of Marathon Oil Canada Corp, in March 2017, including a 20 per cent stake in the
Athabasca Oil Sands Project (AOSP).* Even though Shell has sold its 60 per cent interest in AOSP
to Canadian Natural Resources Ltd, it is still operating an energy-guzzling plant that transforms
extracted bitumen into crude oil.*”

SWEPI LP, a unit of Royal Dutch Shell’s Shell Oil Co subsidiary, acquired the Permian Basin
southern Delaware portion of Chesapeake Energy Corp (CE). This transaction reflects Shell’s strategy
of building liquid-rich shale resources.”® At the beginning of 2020, Equinor ASA (50 per cent) and Shell
Cia Argentina de Petroleos SA (50 per cent) acquired SPM Argentina SA (Schlumberger). The sale in-

cludes Schlumberger’s Bandurria Sur block, a shale oil block in the Vaca Muerta basin.*’

I Renewable energy

In 2016, Shell launched New Energies, its renewable energy branch, stating that it was investing up
to US$2bn a year in cleaner energy solutions.” A CDP study showed that between 2010 and the
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third quarter of 2018, Shell spent just 1.3 per cent of its budget on clean energy.*! Data from Rys-
tad Energy shows that, in 2018, Shell spent US$23bn on all energy types, compared to US$0.7bn
on renewable energy.** At the end of 2020, several of the top renewable energy executives left the
company, because they believed that Shell’s strategy towards cleaner energy was inadequate.* This
shows Shell is not investing in renewable and green energies as it has promised. It raises the question

to what extent it is even committing to an energy transition?

I 1.3. Tax avoidance

Recently, Shell has come under scrutiny in the Netherlands, and elsewhere, for tax-dodging. In 2019,
Shell published, for the first time, its Tax Contribution Report, which gives an overview of how much
tax the company pays, for a given year, in the countries where it operates (so-called country-by-coun-
try reporting).* In the report, Shell states: “the payment of taxes is a central link between Shell and
the countries and communities where we operate. It is a vital part of our contribution to national
economies and people’s lives.”* Shell reported that it paid US$9.1bn in corporate income tax* across
the world in 2019, and had an effective tax rate of 35.5 per cent.” However, analysis of its tax data
indicates that Shell engages in profit shifting to some of the world's most egregious tax havens to avoid

taxes. All the data used in the analysis below is from Shell’s 2019 Tax Contribution Report.

I Shell in tax havens

A closer look at Shell's presence in tax havens indicates that Shell engages in profit shifting

and tax avoidance, strategically moving its earnings to tax havens.* Figure 8 shows where Shell

registers its profits, and where it does and does not pay tax. The analysis shows that, in 2019, Shell

recorded nearly half (40 per cent) of its total profits in tax havens (excluding the Netherlands),

meaning that Shell registers two in every five euros of profit, in a tax haven. However, only five per

cent of Shell’s employees work in these tax havens, and only seven per cent of Shell’s total tax bill

falls in these tax haven jurisdictions. Shell’s profits in these tax havens therefore go largely untaxed.
These figures also clearly show that Shell uses the Netherlands (ranked as the fourth worst

corporate tax haven by the Tax Justice Network) as a tax haven: registering 12 per cent of its profits

in the country, while paying next to no tax.

Figure 8: Shell in tax havens in 2019 (figures as % of total)
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I Shell’s subsidiaries in tax havens

Figure 9 shows the number of subsidiaries in tax havens as provided by Shell in its 2019 Annual
Report.”” The Netherlands stands out for its high number of subsidiaries, which is not surprising
given the tax dodging opportunities offered by the country and being the location of Shell’s head-
quarters. Shell also has a considerable presence in Singapore, Bermuda, and Switzerland. These

countries play a key role in Shell’s corporate structure, as will be seen in the next section.

Figure 9: Number of subsidiaries in tax havens

The Netherlands 205
Singapore 30
Bermuda 25
Switzerland 13
Hong Kong 9
Cayman Islands 7
Isle of Man 4
Luxembourg 4
Ireland 3
Mauritius 3
United Arab Emirates 3
Bahamas 1
Cyprus 1
Jersey 1

I Shell’s key tax havens

Analysis of Shell’s tax contribution data suggests that the five tax havens that Shell shifts the most
profits to are the United Arab Emirates, Switzerland, Singapore, the Bahamas and Bermuda. Shell
registers 40 per cent of its total profit (US$9bn) in these tax havens, but only paid US$500m in tax
on it. The average effective tax rate paid by Shell in these five tax havens amounts to 5.5 per cent,
very low compared to the company’s total average ETR of 35.5 per cent, especially considering
nearly half of Shell’s total profits are registered in these five tax havens. When the Netherlands is
included, the profit made in tax havens goes up to US$12bn with a tax bill of US$724m, for an

average effective tax rate of six per cent.
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Figure 10: Reported profit vs. tax paid in Shell’s top five tax havens 69
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Figure 12: Average profit per employee in million $
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I United Arab Emirates
In the United Arab Emirates (UAE), Shell reports that its tax bill “relates mainly to upstream activi-
ties” and that it pays taxes based on a concession agreement with the UAE Government. These
upstream activities (such as oil production) are subject to a 5SS per cent tax rate.>® However, in addi-
tion to its upstream activities, Shell also has substantial downstream activities in Dubai, such as its
regional headquarters for trading, marketing, and chemicals.>' Shell operates its Liquefied Natural
Gas trading from Dubeai; this serves a huge part of the world, including the Middle East, the Indian
subcontinent, Europe, Middle and South America, and the Caribbean.> It is likely that Shell chose
Dubai as the location for this, to take advantage of the country’s very favourable tax regime for
multinational corporations (UAE does not levy any corporate income tax). In 2017, the European
Union added the United Arab Emirates to its blacklist of tax havens, but then removed it in 2019
because, according to the EU, the country had taken sufficient action to combat letterbox compa-
nies.”> The Netherlands has added the UAE to its blacklist of low-tax jurisdictions.>*

As Shell states in its Tax Contribution Report: “in 2019, a greater proportion of profits

» 55

arose from downstream activities that are not subject to income tax”.>> It was not possible to estab-
lish how much of Shell’s revenue and profit in the UAE is made from upstream and downstream
activities, respectively. Shell’s effective tax rate in the UAE is 5.83 per cent, while the statutory tax
rate for its upstream activities is 55 per cent. Shell acknowledges that it pays no tax on certain down-
stream activities which - considering the low taxes and high profits recorded by Shell in the country

- suggests Shell uses the country to avoid taxes.

I Switzerland

The majority of Shell’s trademarks are owned by a Swiss subsidiary. Shell Brands International AG
receives royalty payments from Shell companies across the globe for the use of over 15,000 trade-
marks owned and managed by the company.* In 2014, SOMO investigated the role of Switzerland
and Shell Brands International AG in Shell’s tax planning.’” The research showed that Shell proba-
bly uses (high) royalty payments for its trademarks to shift profits from countries where actual eco-

nomic activities take place, to the low-tax jurisdiction of Switzerland.*® Finally, Shell carries out

Still playing the Shell game

78

For further explanation how these
interact: Moore, J.W. (2015). Capital-
ism in the Web of Life: Ecology and
the Accumulation of Capital. London,
UK: Verso.

79

Patel, R. & Moore, J.W. (2020). A
history of the world in seven cheap
things. London, UK: Verso.

80

FNV (2019, 7 February). Shellmedew-
erkers wijzen eindbod Shell voor cao
massaal af. Retrieved from https://
www.fnv.nl/nieuwsbericht/sectorn-
ieuws/procesindustrie/2019/02/
shellmedewerkers-wijzen-eindbod-
shell-voor-cao-mas on December 21,
2020 [in Dutch].

81

FNV (2019, 23 April). Shell weigert
cao-voorstel bij rechter, acties gaan
onverminderd door, overleg hervat.
Retrieved from https://www.fnv.nl/
nieuwsbericht/sectornieuws/pro-
cesindustrie/2019/04/shell-weigert-
cao-voorstel-bij-rechter-acties-gaan
on December 21, 2020 [in Dutch].

82

FNV (2019). CAO Shell Nederland Raf-
finaderij bv & Shell Nederland Chemie
bv. Retrieved from https://www.fnv.nl/
getmedia/1f734605-e1e7-413e-be84-
1d652f81bb78/Shell_Nederland_Raf-
finaderij_Chemie_cao_.pdf.aspx?ext=.
pdf&dtime=20190911092318 on
December 21, 2020 [in Dutch].

83

IndustriALL Union (2018, December
5). Shell's hidden shame - Contract
workers on the poverty line in Nigeria.
Retrieved from http://www.industri-
all-union.org/shells-hidden-shame-
contract-workers-on-the-poverty-line-
in-nigeria on December 21, 2020.

84

IndustriALL Union (2016, September
27). Survey reveals abusive use of
precarious work at Shell. Retrieved
from http://www.industriall-union.
org/survey-reveals-abusive-use-of-
precarious-work-at-shell on December
21,2020.

85

IndustriALL Union (2018). STOP
Precarious Work. Retrieved from
http://www.industriall-union.org/
stop-precarious-work-0 on December
21, 2020.




Obstacle 1: Shell remains locked in profit maximisation

self-insurance activities from Bermuda and Switzerland. This way Shell can use the costs of its own
insurance premium payments to reduce its taxable base in the countries where it operates. At the
same time receiving this insurance income in tax havens, Switzerland and Bermuda.” Until 2020,

Shell also provided financing to group companies from Switzerland.

I Singapore

Singapore is a key country for Shell with over 3,000 employees working there, reporting US$2.2bn
profits.®” Shell operates one of its largest oil refineries from the country. Furthermore, Singapore

is an important trading hub for Shell and is one of its two treasury (financing) centres, which pro-
vides loans to Shell companies across the globe. According to Shell, it makes use of Singaporean tax
incentives and tax relief schemes to reduce its tax bill.* The high profits and low taxes paid by Shell
in Singapore, suggest that the company has strategically located both its financing and its trading

activities there to take advantage of the country’s fiscal laws.

I The Bahamas and Bermuda

Shell states that it has strategically located its West Africa and Latin America trading office of 36
employees in the Bahamas “to enable staff to meet with customers more frequently”.> A more likely
explanation is tax avoidance. Shell’s presence in the Bahamas enables the company to take advantage of
the country’s zero per cent corporate income tax rate, and other tax benefits. As a result, in 2019, Shell
paid no tax in the Bahamas on profits of nearly US$847m.** In Bermuda, Shell operates “reinsurance,
lending and pension fund companies”. Like the Bahamas, Bermuda does not have corporate income
tax, and Shell therefore paid no tax on almost US$700m in profits it recorded there, apart from
US$77m in capital gains tax and withholding taxes on foreign income (for example, interest income

on loans).” Shell has stated that, as of 2020, it has ceased its financing operations from Bermuda.®

I Shell’s tax avoidance in the Netherlands

Shell reports USD 2.9 billion in profits in the Netherlands in 2019, over which it only paid USD
212 million in taxes.*” According to Shell, the company made a profit of only US$600m in the
Netherlands, with the other US$2.3bn consisting of profits made abroad, and taxed in those juris-
dictions. The US$212m paid by Shell in tax, consists mainly of withholding taxes on dividends, in-
terests, and service fees paid not to the Dutch Government, but to foreign governments on income
received in the Netherlands.®® The Dutch newspaper, Trouw, revealed, in 2018, that Shell does not
pay any corporate income tax in the Netherlands. Since 1969, Shell has been able to deduct foreign
liquidation losses from profits registered in the Netherlands, allowing the company to pay no in-
come tax since it can report a net loss.” Furthermore, Shell can deduct foreign interest payments,
and other costs, from its Dutch profits.”” Responding to these revelations, Shell claimed that: “our
fiscal payments are entirely in line with tax law and regulation”.”” Six months later, however, in May
2019, the company admitted that it does not pay income tax in the Netherlands, despite reporting
billions of dollars of profits in the country.”

Corporate income tax is not the only Dutch tax Shell avoids. After years of lobbying by Shell
and Unilever — during which both companies threatened to move their headquarters to the UK - the
Dutch Government announced in 2017 it would abolish the 15 per cent Dutch withholding tax on
dividends (dividend tax).”® Trouw reported that Shell had already set up a tax avoidance structure
approved by the Dutch tax authorities through a tax ruling,”* which allowed some of their sharehold-
ers (those with the so-called B-shares) to avoid paying Dutch dividend tax. SOMO calculated that this
structure enabled the company to avoid paying approximately €8.4bn in Dutch taxes between 2005
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and 2018.7> If Shell continues to be able to use this tax avoidance scheme, this amount could increase
76

to a total of €13.7 to €22.8 billion in the coming years, depending on Shell’s profits.

I Shell’s effective tax rate gives a distorted picture
Analysis of Shell’s Tax Contribution Report indicates that Shell engages in massive profit-shifting
and tax avoidance. It makes extensive use of renowned tax havens such as Singapore, the Bahamas,
Bermuda, and the Netherlands. Shell claims it pays an average effective tax rate of 35.5 per cent but
how is this possible when it registers nearly half (40 per cent) of its profits in tax havens where it
enjoys a low effective tax rate of only 5.5 per cent? It can only be explained by the relatively high tax
rates applied by countries to oil and gas activities, as Shell acknowledges in its report. This becomes
clear when we look at the three countries where Shell claims to pay the most tax in 2019: Nigeria
(US$851m at an ETR of 39 per cent), Norway (US$1.1bn at an ETR of 114 per cent) and Oman
(US$2.9bn at an ETR of 91.4 per cent). Shell pays 66 per cent of its entire tax bill in these three
countries alone, even though it only records 27 per cent of its total profits there. These ETRs are
a result of the relatively high tax rates levied by these governments for oil production. These taxes —
which are specific to the oil and gas industry — are not regular corporate income taxes but are often the
result of production sharing agreements, which dictate how an oil company is expected to share the
oil it extracts with the jurisdiction’s government, the actual owner of the oil. In Norway, for instance,
the government levies an additional 56 per cent tax for oil production and transportation on top of
the statutory 22 per cent corporate income tax rate. In Oman, Shell pays 39 per cent of the company’s
entire tax bill. Oman has a statutory corporate income tax rate of 15 per cent, which applies to its
downstream activities, but Shell says its high tax bill results from the terms agreed in the oil produc-
tion concession agreement with the government of Oman. In Nigeria, the statutory corporate income
tax rate is 85 per cent for onshore oil production and 50 per cent for offshore oil production.

To illustrate further, if Nigeria, Oman, and Norway are excluded from Shell’s tax bill,
Shell’s ETR comes down to a low 11 per cent, significantly less than the average corporate income
tax rate in OECD countries (23.5 per cent). The relatively high tax rates paid by Shell in these
countries therefore greatly inflate Shell’s tax bill and its average ETR, and give a distorted picture of
its tax practices. The analysis above suggests that Shell shifts profits to tax havens. The 35.5% ETR
claimed by the company is therefore a figure that makes for excellent PR but misrepresents the com-
pany’s tax practices and profit shifting. Further research is required to investigate exactly how Shell

uses tax havens to avoid taxes, and which parts of the company’s profits are taxed and which are not.

I Conclusions

In its Tax Contribution Report, Shell states that “when we are present in low-tax jurisdictions, we
are there for commercial reasons, such as crude oil trading and retail sites (...) and we do not use
these locations to avoid tax on activities that take place elsewhere”.”” This chapter’s analysis clearly
shows that Shell has a major presence in tax havens, and takes advantage of the tax benefits offered
by these jurisdictions to pay little, or no, tax on the massive profits it registers there. Shell operates
financing and trading operations from these jurisdictions to ensure it can take full advantage of
the possibilities offered by these tax havens. A clear example of this is the location of its West Africa
and Latin America trading office in the Bahamas (“to enable staff to meet with customers more
frequently”, according to Shell), where it pays no tax on profits of nearly US$850m. While Shell
lauds its own Responsible Tax Principles and states that it has “reviewed” its presence in low-tax
jurisdictions, it has also concluded that it has “a commercial reason” for continuing its presence in

these countries.
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“Taxes are a vital source of revenue for countries around the world and help to fund essential services like
education, health care, and transport”, states Shell’s CFO, but these are empty words when the company’s

tax avoidance practices shows it avoids paying its fair share and contributing to public revenues.

I 1.4 Salary and precarious work

Shell is not only one of the largest oil-producing global multinationals, it also employs a very diverse
group of people from all over the world. Shell employees earn their incomes working in offices,

in refineries, on oil tankers or platforms. And this income is, among others, generated by the ex-
traction, transportation, and distribution of fossil fuels used by millions of people and companies to
fuel their transport. This chapter has already established that US$237bn goes to shareholders, but how
does that compare to the amount paid as wages for labour? While accumulating wealth, Shell trans-
forms natural landscapes into extractable resources, separating communities from their natural wealth,
and transforming those resources into capital which it uses to consolidate its position of economic
and political power. To do all this, Shell draws on the labour of thousands of workers, and leans on the
unpaid work of families and communities of care. Shell should take its responsibility because it is very
much part of these relationships where power, capital and nature interact.”

Even though Shell has been aware, for some time, of the impact of their business on cli-
mate change, a relatively small group of people — of which Shell’s CEO Ben van Beurden is one —
has continued to profit from the exploitation of people and planet. Not only does this group expro-
priate the fruits produced throughout the supply chain (from natural resources to labour), it uses it
to consolidate its position of power and privilege. Though the responsibility for the impact of these
activities might lie with these captains of industry, they are far removed from the consequences of
their actions and the resulting climate crisis. “We may all be in the same boat when it comes to cli-

mate change,” as Patel and Moore put it, “but most of us are in steerage”.””

I 1.4.1 The workforce

I The Netherlands

Shell’s Collective Labour Agreement (CLA) (2019-2022) gives an insight into the salaries paid to
Shell employees working for Shell Nederland Raffinaderij BV (Shell Pernis) and Shell Nederland
Chemie BV (Shell Moerdijk). Shell is known in the Netherlands for its good working conditions,
but the CLA came about only after pressure from employees. In April 2019, employees held a
strike over pay increases. Shell proposed a pay rise of 2.5 per cent for 2019, and two per cent for
2020, rather than the five per cent (for 2019) the employees demanded.® The strike took place

at two Shell facilities; Shell Pernis and Shell Moerdijk. During the strike, Shell management took
FNV (one of the labour unions representing the employees) to court to try to force employees back
to work.*" The court ruled against Shell and the employees continued to strike. After 19 days, an
agreement was reached, for a salary raise of three per cent in 2019, two per cent in 2020 and 2.5 per
cent in 2021.% Figure 13 shows the agreed salaries, for eight different salary scales. The figure shows
that the average worker employed in salary group 15, has a gross monthly salary of €2,530 while the
highest paid salary group has an average gross monthly income of € 4,725.

I Salaries and precariousness in Nigeria

In 2018, the global union federation IndustriALL went to Port Harcourt — where many of Shell’s
activities in Nigeria are located — to meet and interview contract workers.** In Nigeria, contract
workers outnumber permanent employees (this is also true in Pakistan, Iraq, and in the Brent and

Central Fields in the northern North Sea)*, meaning that a sub-contractor temporarily hires peo-
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ple to work at Shell facilities. Subcontracting benefits Shell because responsibility for the contract
workers remains with the subcontractors. IndustriALL labels subcontracting as precarious work, as
contract workers usually receive lower wages, have no job security, no social protection, and receive
no fringe benefits.*

During a fact-finding mission to Shell’s oil and gas operations in Nigeria, IndustriALL,
and two Nigerian unions, interviewed 20 workers.* They reported that, although the sub-con-
tractor carries the final responsibility, it is Shell who determines the salary of the contracted
worker. Contracted workers reported that they were working 12 hours a day, six days a week,
and their monthly salaries varied between approximately US$137 (€112) and US $257 (€210).¥
Huge salary differences also existed among office employees that were directly contracted by
Shell. While Nigerian workers are paid around US$2,000 (€1653) a month, expatriate workers
are paid ten times as much.®

Sub-contracting also makes it more difficult for workers to unionise. On 14 March 2019,
IndustriALL, Global Union, and the Swiss organisation, Europe-Third World Center (CETIM),
took a case to the UN Human Rights Council. They called on the authorities in Nigeria to honour
their commitment to human rights and international labour standards by taking action to ensure
that Shell Nigeria respects the rights of the workers working on its behalf, to safety, health, a decent
income, and freedom of association. They also called on the Human Rights Council to urge the
Dutch Government to hold Shell to account for violations committed on Nigerian soil.*”

Diana Junquera of IndustriALL stated during the complaint: “We found that most, if not
all, of Shell Nigeria’s blue-collar workforce are employed by a complex network of recruitment compa-
nies on behalf of Shell, making it extremely difficult for workers to organise into trade unions. Con-
tract workers at Shell Nigeria are living in poverty, with no job security and inadequate healthcare
that is costing workers’ lives. Contract workers face dismissal if they join a union or ask for a pay rise.

290

They lack safety equipment and risk death in the field.

I 1.4.2 Top salaries

The amount paid in salaries to top management is based on a number of performance indicators.
The main part of Ben van Beurden’s renumeration, for example, is based on rewards for reaching
specific goals (the long-term incentive plan). Shell’s renumeration committee looks at Shell’s perfor-
mance in generating shareholder returns over a three-year period, compared to other oil majors and
the wider oil and gas sector. The US$61bn distributed to shareholders in the form of dividends and
share buybacks played an important role in the vesting decision made by the committee.”

In 2014, the year that he became CEO of Royal Dutch Shell PLC, Ben van Beurden re-
ceived €24.2m (see Figure 14) - the equivalent of €2m a month, or almost €67,500 a day — making
him the second highest paid CEO in the FTSE 100%, an index of 100 companies with the highest
market capitalisation, as listed on the London Stock Exchange. While Ben van Beurden’s 2018
remuneration suggested a base salary of €1,527,000, he received a total of € 20.1m which included
an annual bonus, pension, and awarded performance shares.”

This high peak in salary, compared to other years, is not only remarkable, but also
illustrates where Shell’s priorities lie. Reacting to van Beurden’s 2014 salary, Tom Greatrex,
spokesperson for the Labour Party said in an interview with The Guardian: “Many workers in
the North sea are concerned for their jobs and their ability to support their families and are facing
changes to the way they work. In that context, such a massive pay package will strike many as aston-

ishingly ill-judged and inappropriate.””* In the following year, Shell cut at least 250 jobs from its

operations in the North Sea.”
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Figure 14: Renumeration CEO and CFO at Royal Dutch Shell PLC®*®

Name Function 2017 2018 2019
Mr. Ben van Beurden CEO € 8,909,000 € 20,137,000 €9,963,000
Ms. Jessica Uhl CFO € 2,994,000 € 4,862,000 € 6,005,000

Shell’s executive renumeration is made up of a basic salary, an annual bonus (of which 50 per cent is
paid in shares) and rewards for reaching specific goals (the long-term incentive plan).”” In practice,

for Ben van Beurden, it looks like this:

Figure 15: Renumeration for Executive Director,
Ben van Beurden, in 2019

Salaries (base salary) € 1,557,000
Taxable benefits (car allowance, transport between home and office, employer €20,000
contributions to life and medical insurance plan)

Annual bonus (50% in cash, and 50% in shares: market price of A shares € 800,000
determined the number of shares delivered)

LTIP (rewards for specific goals) €7,191,000
Total direct remuneration €9,568,000
Pension € 395,000

Tax equalisation -

Total remuneration including pension and tax equalisation € 9,963,000

In dollars $ 11,155,000

The basis for the annual bonus is: 30 per cent on cash flow from operating activities, 50 per cent on
operational excellence and 20 per cent on sustainable development indicators. As both production
(12.5 per cent) and LNG liquefaction (12.5 per cent) make up a big part of the operational excel-
lence, the Carbon Tracker Initiative argues that Shell’s renumeration structure is still largely based
on the growth of fossil fuels.” Incentives for sustainable development make up only 20 per cent

of the bonus structure, and are based on decreasing greenhouse gases for upstream, integrated gas,

refining, and chemicals.”

I 1.4.3 Comparison
Every year, Shell publishes the CEO-to-worker ratio. This ratio is calculated by dividing the salary
of the CEO by the salary of an average worker. In the UK, this ratio is 143:1. For the global work-

force, the ratio is 149:1.1%°
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Figure 16: Comparison"

2019 Yearly Monthly Daily Hourly
Ben van Beurden €9,963,000(A) € 830,250 €27,295 €1,137.33
Median minimum salary of employees €35916 €2,993 €98.40 €4.10

Shell Netherlands (salary scale 11)

High estimate of salary employee €2,640 €220 (net) €7.23 €0.30
in Nigeria (in 2018)

1 As the information in 2018 is complete, this year was taken as an example. In 2019, among other
things Ben van Beurden received less tax equalization and made €1137 gross pay per hour. In order
to make it easier to compare, the daily and hourly rate are not counted in working hours, but in days
per month and hours per day.

If van Beurden’s €9,963,000 is divided by the total amount of hours in a year (365*24), it shows
that, in 2019, he collected a gross amount of about €1,137.33 per hour, compared to an employee
in the mean salary scale who earned €4.10 an hour. Put another way, one night of 6 - 6.5 hours of
sleep, yields the CEO more than the amount earned in a month by two employees in group 11.'%
At Shell Oil Company in the US, the average salary per hour is €17.63.'° This has a factor differ-
ence of 130, meaning that one hour per day for the CEO equals the pay of 130 employees at Shell
Oil Company.

Using the data from figure 16, the CEO-to-worker compensation ratio can be recalcu-
lated, but now the figure is different. Although, data is only available for the salaries of workers
in Nigeria in 2018, it still demonstrates salary difference. Taking the CEO’s salary of 2019 (€
9,963,000) and dividing it by the highest salary payment in Nigeria (€2,460), the resulting ration
is 1:4050. The wage ratio in The Netherlands (based on the median salary scale within the CLA)
would be 1:277 (€ 9,963,000/€35,916). These employees do not work for the same company (but
rather, for example, Royal Dutch Shell, Shell Nederland Chemie, Plantgeria), but they do work
under the same flag and logo, and all are part of the social arrangements that contribute to the prof-
itability of Shell. The salary of Shell employees in the Netherlands is much closer to their Nigerian
colleagues, than to the CEO.

I 1.4.4 Unpaid labour

The social arrangements that define Shell’s profitability go beyond the salary differences of waged
work. Care work — caring for, nurturing, and raising communities — makes the whole system of
waged work and Shell’s activities possible.'*> Understanding is increasing of how society benefits
from the massive amount of unpaid care work, and this also applies to companies whose everyday

functioning is underpinned by, and dependent on, unpaid labour.

I 1.5 Conclusions
In the first two decades of the 21st century, Shell could have spent the US$237bn that went to
shareholders and share buybacks, on making its fixed capital stock more climate proof. Rather than
providing the public with its rightful dues by paying taxes, it has burdened it with global warming.
And despite much rhetoric about ‘leadership’ and sustainable business practices, the company
floats on potential stranded assets while jobs are lost, emaciating the company.

Shell has accrued far more debt than its competitors. The company is not only heavily in

debt, its assets are compromised because they are fossil fuel related. Prioritising the renumeration of

top management has resulted in a CEO-to-worker compensation ratio in the Netherlands of 277:1
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and of 4050:1 in Nigeria, with less priority given to investing in research and development to secure
future returns, or retraining its employees about a more climate friendly future. Every euro spent
on exorbitant payouts to executives and shareholders, or shifted to tax havens, was a euro not spent
on providing a decent wage, or retraining workers for climate resilient jobs, or cleaning up oil spills,

or compensating frontline communities, or on achieving zero emissions in the next 50 years.
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OBSTAGLE 2: SHELL THRIVES ON
INEQUALITY AND VIOLENGE

“So for Shell, for me and the Executive Committee, it made us seek a deeper personal exposure to racial
injustice in Shell. Asa company we cannot take a stand in society nor be a force for good if we do not fix

ourselves first.” Ben van Beurden, January 2021*

I Key takeaways

=> The close relation between the Dutch coloniser and Shell enabled the company to
grow and the coloniser to rule;

=> Shell’s involvement in apartheid in Indonesia and South Africa and wars such as
Aceh in Indonesia and Biafra in Nigeria to either extract oil or sell it shows its lack
of moral compass;

= Shell ‘beats itself on the chest’ for the role it played in the ‘civilising mission’, and
though this served the company very well, it silenced and side-lined frontline
community perspectives, lives and livelihoods;

= Colonial relations of resource capture were formalized and legitimized by
interational investment treaties;

= By developing fossil-related extraction and processing, Shell locks countries into
fossil fuel development for decades to come;

= Shell's CO2 compensation project to protect its business are false solutions and
damage forests and the communities dependent on them.

I 2.1 Introduction

On 23 April 1907, the Royal Dutch merged with Shell Transport and Trading Company to become
the Royal Dutch Shell Group. On its website, Shell tells the adventurous history of ‘rapid expan-
sion’ and ‘exciting opportunities’ that happened in a ‘fast developing market for petrol’.> But there
is more to this history, on which it is silent. Colonial wars enabled Shell to grow and petrol markets
fuelled geopolitical tensions; oil extraction was a dirty business, both socially and environmentally.

This chapter touches on a number of issues that reflect Shell’s modus operandi.? This
account can neither do justice to the pain and grief of all those who have suffered the consequences,
directly or indirectly, of the petroleum industry, nor fully reflect the consistent and brave resistance
that has taken place to counter these injustices. Farmers, fisherfolk, frontline communities, unions,
and representative groups such as the National Association for the Advancement of Colored People
(NAACP), and Indigenous, environmental and human rights (I)NGOs, have contested, resisted,
and exposed Shell’s impact on their land, water, and human rights. Resistance has been document-
ed in all corners of the world, on every continent, and throughout the twentieth and the beginning
of the 21* century.

Shell’s activities in Indonesia, South Africa, Mozambique, Nigeria, and Canada are the
focus of this chapter. While the struggles in Argentina, Bolivia, Curacao, Ireland, Iraq, Mexico,
Philippines, Russia, and the US merit equal attention. The cases discussed illustrate how Shell
has exploited and reproduced inequality and continues to do so. These cases were provided by JA!
Justica Ambiental/Friends of the Earth Mozambique,* research by Van den Berge & Welvaart on
behalf of the Decolonisation Network in the former Dutch East Indies’, resources collected and
produced by Milieudefensie, Aralez’, and material from three researchers working on Shell in Nige-
ria who prefer to remain anonymous, as well as other publicly available resources. This chapter gives
a short overview of the role played by Shell in the colonial project, and the violence of extraction

and exploitation.
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Looking back on the Black Lives Matter protests of 2020, Ben van Beurden reflected that Shell
wants to “really tackle this issue.”” This report showed, in obstacle 1, how Shell accumulates wealth
through a financialised business model, avoids paying public dues and has a tremendously skewed
wage structure. This business model is possible due to, and thrives on, inequality and violence. The
way the company’s business model is implemented means that communities of colour, and the
landscapes their livelihoods depend on, are disproportionately affected. If we seek a just transition
that fully recognises past injustices, and provides compensation for those most affected, Shell will be

the last that comes to mind to “tackle the issue”.

I 2.2 Shell and the colonial system

I Indonesia

The intricate relationship between oil interests and colonial interests mutually reinforced the
corporate expansion of Shell and colonial domination across the Indonesian Archipelago.® This
relationship was so explicit, that historian and journalist, Paul van ‘t Veer, argues that Dutch impe-
rialism around the turn of the twentieth century ‘had the scent of 0il’.” The colonial administration
not only facilitated oil concessions and supplied state engineers, but also actively protected the oil
reserves of the Dutch East Indies from exploitation by other foreign oil companies.' This relation-
ship between Shell and the colonial administration was reciprocal: the Dutch oil companies helped
the colonial administration to expand colonial domination over the Archipelago in return for oil
concessions. The presence of the oil company was used to justify administrative and military con-
trol over the area. In the case of Aceh, the violent response to local resistance lasted 40 years, making
it the longest, and one of the deadliest, colonial wars in the former Dutch East-Indies." It is worth
noting, as it is emblematic of Shell’s modus operandi, that Loudon, then President of Koninklijke
(Shell’s predecessor), was the son of the Governor-General James Loudon, who instigated the Aceh
war.'? Van den Berge & Welvaart” provide a detailed overview of how this violence continued into
the Second World War and the extent to which the company’s staff were incorporated into the
Dutch military forces allowing them to destroy and later reboot oil extraction.

The Dutch colonisers institutionalised a system of apartheid where labour conditions,
housing, and access to healthcare were based on ethnic background, with Europeans enjoying the
better-quality facilities.™ A racist penal system also allowed Dutch employers to physically punish
their workers.” While this came to an end in 1932 in the former Dutch East Indies, following a year
of resistance, it was allowed to continue until 1948 in Surinam. This violence of expropriation and
exploitation was justified under the banner of the so-called civilising mission: Shell published differ-
ent kinds of material such as films and books to exhibit its role in ostensibly ‘modernising’ colonised

people and territories.'®

I South Africa

Shell similarly defended providing fuel to South Africa during apartheid", as supporting the prog-
ress of the poor, black population.’® This defence was strongly countered by South Africans who
explained the need for a boycott:

“The boycott is being carried out because of Royal Dutch/Shell's activities in South Afri-
ca -particularly the company’s role in supplying petroleum products to the South African military
and police, the enforcers of the racist and undemocratic system of apartheid, and its actions in sup-
pressing the rights of its workforce.”"

The roots of South Africa’s apartheid lie in the violent and racist Dutch colonial project

that began in Cape Town in 1652, which introduced a model of slavery and forced labour that
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has left South Africa struggling with racial and economic inequities ever since. During the global
boycott against apartheid, Gerrit Wagner, former Shell Chair, said: “[TThere can be no doubt that
the Netherlands has a special and extraordinarily uncomfortable tie with South Africa. In this, lie
the roots of pre-eminent Dutch resistance. We have a bond with South Aftica, but we want to deny
that. We want to break free but cannot.” The Dutch government abstained from, or opposed,
many apartheid related UN resolutions and did not sign Anti-Apartheid Conventions.*' In South
Africa today, Shell has miraculously marketed its way back into the hearts of the population. In
2020, they received the second highest rating in a South African ‘credible customer satisfaction

index’,” and came third in consumer loyalty.*

I Nigeria
In Nigeria, the bloodshed endured by the Ogoni*, and other residents of the oil-producing Niger
Delta region, received international attention in the early 1990s. Recently, it attracted attention
again when a series of cases against Shell were brought before courts in Italy, the UK and the Neth-
erlands®, all but one related to Nigeria. A Dutch court ruled in January that Shell should compen-
sate Nigerian farmers for oil spills which have ruined their land and livelihoods.** Ken Saro Wiwa’s
execution under General Abacha’s regime is possibly the most well-known accusation Shell’s col-
lusion with Nigerian state security forces in the deaths of Ogoni and other Niger Deltan peoples
who have tried to resist the ecological degradation of their lands. But while Saro Wiwa’s execution
proved a turning point in global public opinion, it was by no means the end of Shell’s involvement
in human rights abuses. Organisations such as the Movement for the Survival of the Ogoni People
(MOSOP)* and Environmental Rights Action (ER A) Nigeria®®, have documented these ongoing
dynamics, and the resistance to them throughout the 1990s. Water and fields contaminated by oil
have mean that families have been deprived of their livelihoods or, by being poisoned directly, have
suffered severe health problems, miscarriages and infant mortality.”” Communities are left without
resources and in abject poverty.®

Crucial reports by Human Rights Watch®, Amnesty International®, as well as various
documentaries, have revealed the bloodshed, and paramilitary and state violence, underpinning the
activities of Shell and other transnational oil companies in the Niger Delta. During Nigeria’s civil
war (the Biafran war) in the 1960, Shell and the British Foreign and Commonwealth office were
complicit in fuelling and gun-running to both sides as a ‘money spinner for Shell’, despite their
purported support for the Nigerian federal forces.® The practices of European imperial companies,

embedded in colonial divide and rule, have informed ongoing trade practices.

I 2.3 Continuation of colonial practices in the present

I ISDS treaties

As formerly colonized territories were regaining independence, Shell was busy forging the first trea-
ty texts that formed the basis of the current system of investment treaties and agreements. In the
late 1950s, Shell Director, Hartley Shawcross, and Deutsche Bank Chair, Hermann Abs, developed
a draft treaty which included far-reaching protection for foreign investments. The 1959 Abs-Shaw-
cross draft convention contained many of the elements found in today’s international investment
agreements, such as fair and equitable treatment, compensation for direct and indirect expropria-
tion, and ISDS without requiring foreign investors to first exhaust domestic remedies.* Shell also
lobbied the British and Dutch governments for investment protection and was allowed to comment
in detail on both the first British model treaty and the draft version of the first Dutch treaty with
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Tunisia in 1963.% These treaty texts formed the basis of the system of investment protection as we
know it today. In the next chapter, we explain this further with particular reference to the Energy
Charter Treaty. These treaties enable the continuation of the access to resources under highly un-

equal terms, effectively replacing the colonial apparatus to secure exploitation and expropriation.

I Forest grabbing for CO2-compensation schemes

Shell’s practices today are built on its legacy of the past. As part of its CO, compensation scheme,
Shell currently invests in a forest protection programme.* Research collective, Investico, revealed
that this concerns an already ‘protected forest’, belonging to land used by a local community to
cultivate rice and vegetables. The community resists Shell’s forest-grabbing tactics to greenwash the
pollution of its fossil fuel sales.”” Danish investigative journalists have blasted Shell’s carbon-neu-
tral-driving out of the water® and shown that not only does Shell ‘offset” in areas that are already

protected, these areas now show more deforestation than before.”

I Dispossessing communities and

locking economies into fossil fuel extraction

Shell’s involvement in developing its liquid natural gas (LNG) operation in Mozambique is the
other side of the neo-colonial coin. Shell, along with the rest of the LNG industry in Mozambique,
mobilised the same rhetoric about ‘civilising” as it did in Indonesia and South Africa, arguing that
because its projects provide employment, electricity, and fuel necessary for the economy, they are
pivotal for the well-being, and economic and social progress, of the Mozambican people. Although
the Global North is debating green new deals and seeks to reduce carbon emissions, demand for
energy or products enabled by fossil fuels increases. Consequently, emissions are not reduced but
outsourced. Presenting fossil projects as ‘development’ is not only externalising the costs of fossil
fuel extraction on people in the Global South, it is locking these economies into fossil fuel ex-
traction for many years to come, in addition to displacing communities who lose their livelihoods
and their resources.®” An FOI request* revealed that support for Shell’s project, from the Dutch
embassy in Mozambique and the State Secretary for Economic Affairs, Henk Bleker, began as soon
as the gas field was identified in 2011. In 2015, the Dutch Embassy advisor for Politics and Trade
became a Shell employee, the same year that the State Secretary of Finance, Eric Wiebes, invited the
Mozambican government to negotiate a tax agreement.

Even though Shell signed a purchase agreement with Anadarko in 2019%, following years
of dispute and disagreement®, the company announced in November 2020 that it was cancelling
the greenfield gas-to-liquids (GTL) project in northern Mozambique. The gas for this plant was to
be purchased instead from Total* and while it appears that Shell is still present in Mozambique, it
is unclear what exactly that presence entails.

Shell has been active in Canada since 1911, and became a wholly owned subsidiary of
Royal Dutch Shell in 2007. Before Shell began divesting from its oil sands operations in 2017, it
had defended this controversial source which made up a third of the company’s portfolio.* The
invasive exploitation of oil sands*” has been found to have “significant adverse cumulative environ-
mental effects on wetlands; traditional plant potential areas; old-growth forests; wetland-reliant
species at risk and migratory birds; old-growth forest-reliant species at risk and migratory birds; car-
ibou; biodiversity; and Aboriginal traditional land use (TLU), rights, and culture.”® The Jackpine
Mine Expansion in the Alberta Tar Sands has, for example, been strongly opposed by the Athabasca
Chipewyan First Nation (ACFN),” who found themselves in familiar neo-colonial relations with

state institutions who approved the project because they considered “these effects to be justified and
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that the Project is in the public interest” and “provides significant economic benefits for the region,
the province, and Canada”.*® The hearings process, in its tribunal form, was highly exclusionary as
legal counsel was required for successful intervention.” This situation was exacerbated when Shell
bought the naming rights for the facility at which the hearings took place, in the week before the
start of the hearings, and renamed it Shell Place.** This meant that those opposing the project (the
general public as well as those to be dispossessed from their historic land rights) had to defend their
rights in a building carrying the name of their opponent. Clearly, this created a confusing setting
for a democratic process and gave them little confidence that their rights would be protected.>® Ul-
timately, Athabasca Chipewyan First Nation was victorious in their campaign against Shell. Shell
pulled out their application for the Pierre River Mine on ACFN territory in 2015, and Shell divest-

ed a significant part of their tar sands assets in 2017.%*

I Moving to ‘new’ frontiers

Through their divestment of holdings in areas such as the Niger Delta and Northern Alberta (Can-
ada), oil majors, such as Shell, seek to avoid paying for the damage they have done to Black and
Indigenous people and their territories.” Exploration is moving to offshore deep-water sites where
returns are higher, and the risk of social contestation and being held accountable for environmental
damage is less.>® Although offshore drilling has been a substantial part of the oil and gas industry
for a while”’, the depth at which this drilling occurs is increasing, and oceans are seen as the new
frontier for extractive projects in general.>® The oil and gas industry constitute the largest total
value of ocean-based industries*’, and OECD data shows that support for ocean-based fossil fuel
development is relentless.®” The ‘blue economy’, and its importance in relation to the Green Deal®!,
is presented as one which will provide economic growth, improve livelihoods and tackle climate
change through better ecosystem management.®* Deep sea drilling, however, raises a number of en-
vironmental concerns® and political questions.** Stripping the varnish off, it is apparent that deep
sea drilling opens up new opportunities and territories for the extraction of resources.® This is also
referred to as ocean grabbing.® Deep water drilling is expected to enable continued growth in both

oil and gas exploration.’

I 2.4 Conclusions

Shell’s century of global resource extraction, labour exploitation that have caused global warming
and environmental destruction was made possible by violent colonialism. The close relation be-
tween the Dutch colonizer and Shell enabled the company to grow and the colonizer to rule. Shell’s
continuation of their colonial practices in the present shows Shell’s inability to break with the past
and gives them no credibility in addressing injustices today.

This also raises questions of moral responsibility and the need for reparation. The com-
pany has grown on the back of oil reserves extracted from colonised peoples and territories, and has
shown no qualms about fuelling and engaging in violent events. On their way, they have silenced
and side-lined frontline community perspectives, lives and livelihoods. All these processes are rec-
ognisable today in the revolving doors that Shell has with the Dutch government and the secure
access to resources previously made possible by colonial violence that is now replaced by investment

treaties that Shell has helped design.
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OBSTAGLE 3: SHELL UNDERMINES
DEMOGRATIC DECISION-MAKING

I Key takeaways

= Shell uses its privileged access to, and influence on, policy makers to secure and
promote its own interests, including those relating to climate policy.

= People moving between careers in Shell and the Dutch govemment allows Shell
direct access to the highest decision-making bodies in the Netherlands.

= Revolving doors and lobby funding compromise independent and democratic
decision-making within govering bodies that can result in corporate interests
taking precedence over public needs in the debate around a just transition.

=> Shell uses bilateral and free trade agreements to shape policy in their favour.

= Leaked emails related to the Nigerian case OPL245 have shown that Shell
prioritised profit over its own anti-corruption protocols.

= Frontline communities and producing countries pay a high price for the company’s
structural links to state security services, and strategies for gaining influence.

I 3.1 Introduction

According to Marjan van Loon, the CEO of Shell Netherlands BV, energy transition requires ‘an
unprecedented collaboration between the government, corporations, and the environmental move-
ment’.! In April 2019, Friends of the Earth Netherlands (Milieudefensie), supported by a petition
with 17,000 signatures, delivered a legal summons to Shell to appear at the climate case.” Van Loon
implored the claimants ‘to enter into dialogue to really understand each other’s positions’.> But if
Shell really does want a dialogue about this issue, why did the company not listen to the concerted
efforts of frontline communities, their spokespeople and activists around the world? And is it really
possible for there to be a ‘level playing field” between people, governments and companies when, as
this section of the report demonstrates, public interest groups have only a fraction of the resources

and access to decision-making processes available to Shell.

After explaining how Shell’s business model runs counter to public interest
(obstacle 1) and is based on exploiting and reproducing inequality (obstacle 2), this
chapter shows how Shell influences policy-making and undermines democratic
decision-making. Many of the details included here come from research done by
SOMO, the Transnational Institute (TNI), and the Handel Anders! Coalition.

By financing and participating in lobby coalitions and informal networks,
Shell is able to influence policy, set political agendas, and network with members of
the government. In the Netherlands, a ‘revolving doors’ relationship between the
government and Shell has existed since the early twentieth century, consolidated by
the existence of a formal exchange programme whereby civil servants work at Shell,
and Shell employees work within ministries. Because of these links, Shell has had
success in influencing several public policy areas, such as taxation and investment
treaties. The Energy Charter Treaty (ECT) will be examined in more detail because
it has been strongly influenced by Shell and could also potentially delay, and pos-
sibly deter, necessary and urgent climate policies. Finally, this chapter will explore
the corruption charges against Shell, in the case of OPL245, an oil block oft the
coast of Nigeria currently under legal scrutiny in Milan.

I 3.2 Lobby

Political influence has always been central to Shell’s modus operandi.* The compa-

ny has honed its skills at using its political influence to access oil, discipline labour,

and avoid paying millions of pounds in tax in colonised territories.> Shell continues
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to invest in lobbying, regarding it as an important tactic to employ at different
scales and in different regions, together with its fossil industry peers.c On lobbying
the EU commission alone, Shell spends between €4.5m and €4.75m a year.” This
does not include all the other lobbying done on behalf of Shell or the lobby groups
itis part of. In 2019, only Google and Microsoft spent more on lobbying the EU.
Shell employs 16 lobbyists (10.5 Fte)® who regularly meet with Executive Vice-Pres-
ident, Frans Timmermans and members of his cabinet, concerning the European
Green Deal, as well as DG Energy and DG Climate Action on decarbonisation
scenarios and clean energy transition.” Shell is also an active member of a at least

7 influential lobby associations, where for example Business Europe spent around
€4mn in 2019 and had 67 meeting with the European Commission in 2020."

In the Netherlands, a coalition of Dutch multinationals called ABDUP® of which Shell is a prominent
member, has been actively lobbying the government since 1946, and has direct access to the Ministry of
Finance." This direct access allows ABDUP to influence policy matters, such as the US-Netherlands tax
treaty, and the elimination of the dividend tax. A Freedom of Information (FOI) request revealed that so-
called ‘independent research’ conducted by the University of Rotterdam on the Dutch investment climate,
and used by the government in 2017 to support its claims that elimination of the dividend tax would have
apositive influence on this climate, was actually financed by Shell*® and commissioned by ABDUP. Since
then, journalists have reported that decisions taken about FOI requests regarding Shell’s entanglement with
the Dutch government have been shared with Shell by the relevant governing bodies.”

I Revolving doors
Exchanging a government position for a corporate one, or vice versa, is often referred to as a ‘revolv-
ing door’ dynamic - also known as corporate political activity - and can result in regulatory cap-
ture.” Because of increased accessibility to information and decision-makers, these relationships can
create conflicts of interest and unclear loyalties, thereby “undermining democratic, public interest
decision-making”.* Research has shown that “...regulators with prospective or previous experience
in a regulated sector tend to be more supportive of that sector”.”

Public discontent has resulted in a demand for more scrutiny and regulation to prevent ‘re-

volving door’ relationships, including rules for cooling-off periods, and codes of conduct for politicians
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and political staff.* Juan José Aranguren, the current Minister for Energy and Mining in Argentina, for
example, was employed by Shell for 36 years. When Aranguren took office, he still held shares in Shell
worth 16m Argentinian pesos (€820.000), which he sold after a year, following public pressure.”

Shell is a master at the ‘revolving door’ relationship, and has established a formal sec-
ondment of staff between the Dutch Ministry of Foreign Affairs and Shell.*® Between 2017 and
2020, for example, a Foreign Affairs official worked as an advisor in Shell’s Government Relations
department, and government officials have also worked as policy advisors on climate and develop-
ment cooperation within Shell. In return, company advisors from Shell worked in the Ministry on
climate financing and the energy sectors. In 2011, the Minister of Foreign Affairs explained that the
staff exchange existed to support oil companies such as Shell to “safeguard their interests” abroad.”
The exchange is to be put on hold after 2020.

The ‘revolving doors’ relationship between Shell and the Dutch government began in the
early twentieth century and has been “flipping’ ever since. Hendrikus Colijn, the Dutch Prime Minis-
ter (1925 - 26 and 1933 - 39), was previously CEO of the Bataafse Petroleum Maatschappij, the Indo-
nesian subsidiary of Shell (1914 — 22). Before then, he held a military position in the Dutch colonial
army (KNIL), fighting in the Aceh war to protect and expand petroleum concessions in Sumatra.®

Three ministers in the most recent Dutch government were former Shell employees:* Eric
Wiebes Minister of Economic Affairs and Climate (at Shell from 1987 — 89)*, Wopke Hoekstra,
Minister of Finance, (at Shell from 2002 - 05),% and Sigrid Kaag, Minister for Foreign Trade and
Development Cooperation and Leader of the Democratic Party D66 (at Shell from 1988 — 90).
These connections between Shell and the government facilitate information exchange, not available
to others, and provide the company with detailed knowledge of both the inner offices of the min-
istries and their policy plans. Furthermore, former Shell employees are arguably more likely to look

favourably on the political interests of their former employer.

I From Shell to government

The ministers mentioned above are only the most recent examples of the ‘revolving door’ relation-
ship between prominent politicians and Shell. Other politicians include: Frits Bolkenstein, State
Secretary of Foreign Trade (1982 - 86), Minister of Defence (1988 - 89) and Chair of the VVD Par-
ty (1989 - 98), who worked for Shell from 1960 - 1976%*; Wouter Bos, Secretary of State of Finance
(2000 - 02), Chair of PvdA Party (2002 - 07) and Minister of Finance and Vice Minister President
(2007 - 10)*, who worked for Shell from 1988 - 1998.%

I From government to Shell

A notable example of a relationship in which an individual went from working for the government to
working for Shell is Gerrit Zalm. He started his political career in 1971 with the Dutch Labour Party
(PvdA), before going to the Liberal Party (VVD) in 1984. He became Minister of Finance (1994 - 07)
and then Minister and Deputy Prime Minister (2003 - 07).>” In 2013, he became the Non-Executive
Independent Director at Royal Dutch Shell and was paid €177,000 annually in 2018 and 2019, and
€117,000 in 2017.* In 2017, while being paid by Shell, Zalm chaired the negotiations to form a new
Dutch government.*” Under his supervision, a policy to eliminate dividend tax found its way into the
coalition agreement of the Dutch government in 2017, a policy that Shell had been demanding for
years but which had not been included in any of the election manifestoes. It is also notable that Zalm
was Minister of Finance in 2004 when Shell made a deal with the Dutch tax authorities which enabled
the company’s shareholders to avoid paying up to€7.5bn in dividend tax between 2005 and 2017.
Another example of this is Wim Kok, trade union leader, Minister of Finance 1989 — 94, and La-
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bour Party Prime Minister 1994 - 2002.*! Not even a year later Kok joined the Supervisory Board of
Shell, and served until 2011. During his nine years as a Commissioner for Shell, he pocketed rough-
ly €770,000, excluding bonuses, pension and share packages.*

Political advisors with insider knowledge also switch between the government and Shell.**
Newspaper De Volkskrant describes the advantage for Shell of recruiting political insiders: “After
all, anyone who is well versed in the Binnenhof, speaks the language of politicians and knows the codes
can open doors. For Shell, Van Zeeland’s [political assistant to the former party leader of one of the ruling
parties] knowledge must be invaluable: it knows what the coalition thinks about the energy transition.”*

The ‘revolving doors’ relationship between Shell employees and legislators raises serious
concerns about the conflict of interest for such legislators and the amount of direct influence Shell
might have on policy-making and Dutch representatives at home and abroad. As well as the div-
idend tax, there are concerns over the preferential treatment given to Shell (and ExxonMobil) re-
garding compensation for lost revenue of €90mn in Groningen while the financial value of damag-
es caused by earthquakes, provoked by extractive activities, have yet to be recognised. This amount
was considered insufficiently justified by the Dutch Court of Audit.®

Finally, an intimate relationship between government and corporation can not only in-
fluence regulation and policies but also obstruct judicial processes. For example: Fidelia Onoghaife
worked at the Dutch embassy in Abuja, Nigeria. In 2019, she was fired shortly after reporting the
very close ties between the residing ambassador, Robert Petri, and Shell. In particular, Onoghaife
observed that Petri had warned the Director of Shell that the Dutch Fiscal Information and Investi-
gation Service (FIOD) would be visiting Nigeria. The observation was later proven to be true. The
Dutch Ministry of Foreign Affairs linked her dismissal to the tense atmosphere at the embassy but,
in September 2020, a judge ruled that Onoghaife had been fired for whistleblowing.“ This episode
illustrates that the boundaries between government and the multinational are, at best, blurry. The
ambassador obstructed a public democratic procedure but the Ministry fired Onoghaife instead of
Petri; both actions severely undermine public interest in fairness and the authority of the institu-
tions that exist to keep such abuse in check.

Both lobbying and ‘revolving door’ relationships are examples of the entanglement be-
tween public and private sectors. These practices undermine democratic decision-making and influ-

ence policymaking and investment agreements at a global scale in favour of corporate interests.

I 3.3 Investment treaties that provide corporate protection’
Bilateral investment treaties (BIT), free trade agreements, and other economic partnership agree-
ments with investment provisions - collectively referred to as International Investment Agreements
(ITAs) - offer foreign investors extensive protection against adverse state actions and allow them to
file compensation claims directly before international arbitration, through the investor-to-state
dispute settlement (ISDS) mechanism. IIAs and ISDS offer fossil fuel companies and investors, like
Shell, a powerful legal tool to challenge regulatory measures that may harm their investment inter-
ests and allow companies to shift the risks and burden of their stranded assets onto the shoulders of
taxpayers.®® In the 1950s, Shell helped sketch out and commented on treaty texts that form the basis
of the system of investment protection as we know it today.”” Elements found in today’s IIAs, such
as fair and equitable treatment, compensation for direct and indirect expropriation, and ISDS with-
out requiring foreign investors to first exhaust domestic remedies.*

The same can be said for the Energy Charter Treaty (ECT) (see box for more information
on the ECT). Shell, along with other major energy firms, is part of the ECT Industry Advisory
Panel.>' In 2019, the Advisory Panel admitted that with regard to the ECT: “the industry is regular-
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ly consulted on important issues and that its opinion is taken into consideration when priorities are
discussed”.** Referring to the formal process of reforming the ECT, begun in 2019 and still ongoing,
the Panel advises against strengthening the “state right to regulate”, while stressing that the “provisions
on expropriation and procedures for fair compensation remain absolutely central to the effectiveness

of the Treaty and should not be diluted in any respect through the modernisation process”.>

I What is The Energy Charter Treaty?
The Energy Charter Treaty is a multilateral treaty signed in 1994 that provides rules on energy
transition and trade, as well as protection for foreign energy investments, including ISDS. The
ECT facilitates trade and investment in the global energy markets and mainly benefits the fossil fuel
industry. The main pillars of the ECT are: to promote trade, and investment, in energy according
to standards of the World Trade Organisation and other multilateral agreements; to protect foreign
investments, including through ISDS. The ECT protects the (economic) interests of the energy
industry of its 53 members in Europe and beyond. The ECT allows foreign investors in the energy
sector to sue governments for decisions that might negatively impact their profits, including cli-
mate policies. Governments that phase out coal, end gas production, or stop new oil pipelines in
order to keep fossil fuels in the ground, can be held liable for billions of Euros in damages. Govern-
ments have already been forced to pay out enormous sums, and pending ECT claims total around
US$28bn (the estimated annual cost for the entire African continent to adapt to climate change).54
To consolidate its influence, a legal counsel for Shell was sitting on the Advisory Board of
the European Federation for Investment Law and Arbitration (EFILA), at least until 2019. EFILA
is a prominent arbitration lobby group set up by a former senior investment policy officer at the
Dutch Ministry of Foreign Affairs, and claims to be the ‘main voice’ of the users of investment
arbitration.”> Among its members are some of the busiest ISDS law firms, and prominent ISDS
arbitrators and practitioners feature on its executive board. The lobby group openly defends ISDS,
and publishes detailed rebuttals to widespread critiques of ISDS.>¢

I International Investment Agreements and Shell*’

Of the 37 countries where Shell has oil and gas exploration and production activities, 27 either have
a bilateral investment treaty with the Netherlands, are a member of the ECT, or both.*® Shell also
has 733 subsidiaries incorporated in 55 countries covered by an investment treaty, and 205 subsid-
iaries incorporated in the Netherlands. It is estimated that the company has US$234bn in tangible

assets and stated capital, covered by investment protection.*

I Shell's use of ISDS

I Nigeria

In 2007, Shell filed an ISDS case against Nigeria under the Netherlands-Nigeria Bilateral
Investment Treaty (BIT) in which the company claimed damages of US$1.8bn in com-
pensation for the withdrawal of an ultra-deep offshore exploration license for the oil field
OPL245.9° The Nigerian government is said to have forced Shell to return its interest

in the oil field to Malabu, a Nigerian company which had been awarded the licence in
1999. Malabu is owned by former Nigerian Oil Minister, Dan Etete, a convicted money
launderer. In 2011, Shell acquired the oil field, together with Italian company Eni, for
US$1.3bn. About a month after the controversial deal, Shell withdrew the ISDS claim
against Nigeria.®! Following criminal investigations, both Shell and Eni are suspected of

obtaining the license through bribery and are currently being prosecuted in Italy and
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Nigeria. Shell is also under investigation in the Netherlands, where the Dutch prosecutor
has said there is a case to answer. The Milan prosecutor alleges that the money paid for
the deal was siphoned to Nigerian politicians, Eni managers, and intermediaries.®> On 9
October 2020, Eni lodged an ISDS case against Nigeria through two of its Dutch subsid-
iaries under the Netherlands-Nigeria BIT, accusing Nigeria of refusing to convert the oil

prospecting license for the offshore oil field into an oil mining license.*

I The Philippines

In 2016, Shell Philippines Exploration B.V., a Netherlands-registered subsidiary of

Shell, filed an ISDS case in a tax dispute with the Philippine government regarding the
Malampaya deep-water gas-to-power project.* In 2009, an audit report of the Philippine
Commission showed US$1.2bn in unpaid corporate income tax from the Malampaya
concessionaire, which includes Shell Philippines, Chevron Malampaya LLC, and state-
owned PNOC Exploration Corporation.®> The consortium maintains that these tax lia-
bilities are already covered by the 60 per cent share remitted by the government under the
60/40 service contract during the period of exploration (2002 - 09). In April 2015, the tax
authorities upheld the Commission’s findings and ordered the Malampaya consortium to
pay the government the overdue tax.*® The ISDS claim, filed under the Netherlands-Phil-
ippines BIT, is still pending.

I Nicaragua

In 2006, two subsidiaries of Shell - Shell Brands International AG and Shell Nicaragua
SA - filed an ISDS claim against Nicaragua under the Netherlands-Nicaragua BIT.*” Nic-
aragua seized their trademarks in an effort to enforce a US$489m judgment by a Nicara-
guan court in 2002, against Shell Oil, Dow Chemical, and Dole Foods Corporation. The
judgment was in favour of 500 Nicaraguan workers who claimed to have been adversely
affected by the pesticide Dibromochloropropane (DBCP), manufactured for use on
banana plantations in the 1960s and 1970s.% The pesticide, sold under the brand name
Nemagon, was banned in the United States in 1979 - following the discovery of such side
effects on humans as infertility, cancer, and kidney diseases - but was still used through-
out the 1980s on plantations in Nicaragua and elsewhere.”” The multinationals insisted
that the Nicaraguan court lacked jurisdiction and denied them a fair trial. In 2006, and
with revenues 60 times greater than Nicaragua’s GDP, Shell took the country to the In-
ternational Centre for Settlement of Investment Disputes (ICSID) and argued that the
judgment related to companies other than themselves, in particular the US-based Shell
Oil Company, which was a separate entity. Shell also claimed that while they may have
sold the pesticide in other Central American countries, they never sold it in Nicaragua. In
November 2006, the Nicaraguan Court of Appeal overturned the judgment and with the
trademarks released, the two Shell companies abandoned their ICSID claim.” Thousands
of Nicaraguan citizens have been seeking compensation from the multinationals for de-
cades, and various legal actions are ongoing in different countries.

The Dutch government is keen to (re-)negotiate agreements with countries”
such as Qatar, the United Arab Emirates and Iraq, where Shell has significant investment
interests. In Qatar, Shell operates the Pearl gas-to-liquids (GTL) plant and has a 30 per
cent interest in Qatargas, four facilities that produce, process, and transport gas from the

country’s North Field.” In the United Arab Emirates, Shell has a 15 per cent interest in
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the license of ADNOC Gas Processing, which exports propane, butane, and heavier-lig-
uid hydrocarbons.” In Iraq, Shell has a 44 per cent interest in the Basrah Gas Company”™
which increased its capacity by 40 per cent in 2019 as part of an investment plan by
Shell.” In May 2020, Iraqi workers at the Basrah Gas Company protested the company’s
failure to pay salaries. While workers ensured continued supply of LNG to Iraq’s electric-
ity and petrochemical plants despite demonstrations, road closures and the effects of the
ongoing COVID-19 pandemic,” Shell evacuated its 60 foreign staff.””

The Dutch government advises its citizens not to travel to large parts of Iraq,
because of the possibility of violent protests and terrorist attacks.” A bilateral investment
treaty would offer Shell extensive protections from possible interferences and damages to
its investments. Government inaction to prevent social unrest could provide grounds for
ISDS cases. In this light, the investment treaty between the Netherlands and Iraq becomes

an insurance policy for Shell against terrorist attacks and social upheaval.

I 3.4 When corruption is a convenient option

It is not just in the Netherlands that Shell has ‘well-oiled’ access to ministries. Leaked US State
Department cables from 2010 report that Shell infiltrated key Nigerian government departments,
allowing the company “access to everything that was being done in those ministries”.”” Almost 40
years after Nigeria gained independence, the colonial officials may have gone, but Shell remains.

Shell’s approach to its operations in Nigeria is well documented in the thousands of pages
of internal Shell emails and other documents that have emerged as a result of the Italian investiga-
tion into the company’s alleged corruption in the OPL245 case.* These leaked emails span almost a
decade of internal discussions and give a stark view of the company, painting a very different picture
to that in Shell’s promotional brochures and videos. They show how Shell prioritises profit before
everything else.

To recall, in 2017, the Milan Prosecutor charged Shell, together with the Italian oil mul-
tinational Eni and a number of former Shell managers, including ex-officers of the British secret
service, with corruption. The Prosecutor alleges that the $US1.1bn paid by Shell and Eni for the
license to operate the OPL24S5 bloc was used to fund a massive bribery scheme involving senior
Nigerian government officials, including former President, Goodluck Jonathan. The accused all
deny any wrongdoing.

The money paid for the acquisition of OPL245 went to a convicted money launderer and
former Nigerian Oil Minister, Dan Etete. In 1998, while he was Oil Minister in the regime of the
military dictator Sani Abacha, Etete had used a company called Malabu Oil & Gas, which he secret-
ly owned, to award himself ownership of OPL. Whether Shell and the other defendants in Milan
are convicted or not, the emails and supporting documents show how Shell handled the deal, and
how their general modus operandi runs counter to the public interest.

Shell has claimed for years to shareholders, the press and the public, that it “was not aware
that that money was to be paid to Malabu”.*' But the leaked emails tell a different story. Though
the company has maintained that “inspection of Malabu’s company records as part of due diligence
did not establish any connection between Dan Etete and Malabu”,* the leaked internal emails in-
clude discussions of Shell’s dealings with Etete and the existence of Malabu, from as early as 2000.%
Other emails record meetings between Etete and senior Shell executives, revealing how deals are
made: “We are getting along very well personally — lunch and lots of iced champagne.”® When the
emails were published,® Shell was forced to admit that it knew the money it had paid for OPL245
would go to Etete.®
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Obstacle 3: Shell undermines democratic decision-making

The internal emails also mention money from the deal flowing into “political contributions”, and
Nigerian officials seeking to either build “war chests” ahead of the 2011 election campaign, or buy
ministerial office after the election. Although the current CEO of Shell has dismissed such emails
as “pub talk”,*” the same content can be found in the briefings provided for senior officials: “In
country view [from Nigeria] is that the President is motivated to see 245 closed quickly — driven by
expectations about the proceeds that Malabu will receive and political contributions that will flow
as a consequence - reinforces need for a solution quickly”.* Another email speculates that “in the
lead up to the elections” Etete may accept less than US$2bn for the field, commenting, “Once offer
is made it will clearly test Abuja appetite for short term cash”.®” In effect, Shell knew that bribes
would be paid.

The deal was hugely advantageous to the companies — and great cost to Nigeria, where
around 90 million people live in extreme poverty™, but not a cent of the US$1.1bn paid by Shell
and Eni for OPL245 (more than the entire Nigerian federal health budget at the time) went into
the Nigerian public coffers. The deal also deprived Nigeria of future revenues. Although OPL245
is nominally being developed under a Production Sharing Contract (PSC), the signed agreement
excluded Nigeria from any form of revenue ‘sharing’, the central feature of a standard PSC. All the
companies were aware of this, and an internal Shell email bluntly acknowledged there would be “no
revenues at all” for the government, and that future revenues would go to Shell and Eni.”* Accord-
ing to an analysis by Resources for Development Consulting, as a result of this agreement, Nigeria
was deprived of $5.8bn in revenues, compared to what it would have received under a standard
PSC.” This amount is equivalent to two times the health and education budgets combined, in a

country where one in ten children do not live to see their fifth birthday.”

I 3.5 Conclusions

Shell uses its privileged access to, and influence on, policy makers to secure and promote its
own interests, including those relating to climate policy. As already shown in obstacle 1, Shell’s
main focus is to please its shareholder, a priority which often runs counter to public interest
on issues such as just transition and action against global warming. People moving between ca-
reers in Shell and the Dutch government has been a part of Shell’s history and continues today.
This ‘revolving doors’ relationship allows Shell direct access to the highest decision-making
bodies in the Netherlands and lets the company engage with high status and influential pol-
iticians. Altogether, this compromises independent and democratic decision-making within
governing bodies that can result in corporate interests taking precedence over public needs in
the debate around a just transition.

Shell has also used bilateral and free trade agreements to shape policy in their favour.
These agreements contain far-reaching protections for companies against government measures
that could impede their profits. Such actions could result in governments becoming reluctant to
take more regulatory measures against climate change, allowing companies to potentially shift
the risk and burden of their stranded assets onto taxpayer’s shoulders. Finally, frontline commu-
nities in producing countries are also fighting for a just transition but leaked emails have shown
that Shell’s priorities (profit over everything else), the company’s structural links to state security
services, and strategies for gaining influence, do not benefit these countries.

Is this the ‘level-playing field’ where we decide upon such important topics for our future?
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OBSTAGLE 4: SHELL
MISLEADS THE WAY

“Our ongoing work to provide moreand cleaner energy should increase recognition of the positive con-
tributions that Shell can make to society over the decades ahead. But our success in achieving these goals
will depend largely on whether society trusts us. Investors invest in companies they trust, governments
allow trusted companies to operate and consumers buy things from people they trust. Trusted compa-
nies are also likely to attract and retain the brightest minds, helping to ensure the lasting vitality of
the business. Trustis clearly a virtuous circle. The question is, how can companies create and keep it? I
believe this can only be achieved by everybody demonstrating unquestionable integrity — every day, in
every way and everywhere we work. Unquestionable integrity is essential for earning and maintaining
the trust of customers, investors and wider society.”

Chad Holliday, Chair RDS, 2019

I Key takeaways

=> The Shell scenarios serve to normalise and promote Shell's perspective
on the future;

-> Shell most positive scenario presented in 2021 presents global oil and gas
use as still respectively 93% and 85% of current levels in 2050 and not peak
until 2080;

= In Shell's scenarios the state is a regressive and limiting force, and society/the
public sector as conservative and inward-looking, while the market is presented
as full of opportunities for individuals to maximise innovation and enjoy freedom;

=> Shell scenarios are written for the downstream oil consuming public and the
firms’ shareholders, not for the upstream communities suffering the impact
of production;

-> Teaming up with the controversial marketing company Edelman, Shell is
presented as an innovative pioneer in the fight against climate change, over
writing its responsibility for global warming, oil spills, human rights abuses,
damaged ecosystems, and colonised territories;

- Targeting young children with festivals and educational material, Shell's
message of continued need for fossil and controversial carbon capture and
storage technology may end up being the benchmark against which children
measure all new information about energy transition.

I 4.1 Introduction

In February 2020, the investigative journalist group, PAJ, revealed how, from 1989 to 1998, Shell
financed Dutch scientist, Frits Béttcher, to set up an international network of climate sceptics

to sow doubt about climate change.” Paid by Shell, Béttcher wrote opinion pieces on the ‘CO,
myth’ at a time when the climate change debate was entering the political mainstream. This re-
port has previously highlighted Shell’s consistent focus on self-enrichment at the cost of people
and planet (obstacle 1), how the company has both exploited and consolidated inequality (ob-
stacle 2), and how it has undermined democratic decision-making and democratic institutions
(obstacle 3). All of these obstacles show that Shell is primarily concerned with its business model.
This chapter takes a look at how Shell sees the world and wants us to perceive it. For the past
forty years, Shell has developed elaborate scenarios that illustrate its ideological position and the
interests its serves and protects. Interestingly, it is never involved or part of any of the events or
processes it predicts. But, it spends millions of dollars globally on marketing? itself as the inevita-

ble partner in the energy transition, as well as presenting itself as a force for innovation and in-
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spiration. However, neither scenarios nor marketing can conceal the responsibility the company
must take for global warming, or the role it has played in slowing down, rather than facilitating,

the energy transition.

I 4.2 Shell's scenarios

Shell has been developing ‘scenarios’ since 1972% and prides itself> on S0 years of “constructive
contribution to public debate on a wide range of issues — including energy transition and climate
change.” Shell has presented these ‘scenarios’ as possible futures which require the development
of strategic responses.” However, looking at scenarios from the 1970s until today, a clear pattern
emerges of how Shell understands the world and its priorities in changing it. These scenarios are not
only strategic exercises in future projection, they serve to normalise and promote Shell’s perspective
on that future. Its most recent scenarios, ‘The energy transformation scenarios’ presents three sce-
narios: Waves, Islands and Sky 1.5, where Sky 1.5 is the most optimistic to meet the Paris agreement
goal to limit global warming to 1.5C. But even in that scenario, Shell presents global oil and gas use
as still respectively 93% and 85% of current levels in 2050.% A 2020 report by the NGO Corporate
Europe Observatory entitled “The Future According to Shell”” explains in detail Shell’s continued
commitment to fossil fuels, which includes a shift from fossil oil to fossil gas and the controversial
Carbon Capture and Storage (CCS). This attempt to greenwash itself as climate sensitive shows
that its concern with net zero emissions overshadows a meaningful attempt to contribute to the

Paris Agreements and remain below the 1.5 degrees threshold.

Shell scenarios have been remarkably consistent over the years in presenting not only what the
company stands for, but what it will defend, and be likely to resist. Shell scenarios present con-
trasting positions such as state versus market, the collective versus the individual.** Shell’s scenarios
portray the state as a regressive and limiting force, and society/the public sector as conservative and
inward-looking. The market, on the other hand, is presented as full of opportunities for individuals
to maximise their innovation and enjoy freedom. Shell is quite particular about what it will, and

will not, include in scenarios. The factors it chooses to omit are both surprising and remarkable
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because these factors strongly determine the context in which the oil and gas industry works. Shell
and the oil and gas industry, for example, are not mentioned or included in any of these scenarios.
The company places itself outside of these scenarios and never mentions the oil and gas industry, as
if they have no influence on policy, events, or global warming.

The scenarios portray a world where governments and markets are not influenced by the
oil and gas industry. Chapter 3 showed how the oil and gas industry, and Shell in particular, directly
influences politicians, policy-making, and the regulatory context. In 2019, Shell spent €4.5m on
lobbying the EU alone, and €215m, since 2010, as a member of other EU lobby groups.? In the
US, 22019 NAACP report, Fossil Fuelled Foolery, described how the big oil companies, including
Shell, spend between US$4m and US$7m annually on political lobbying.** And yet, corporate
interference in policy-making, or corporate attempts to sabotage policy, exemplified by the Energy

Charter Treaty, are conveniently disregarded in the scenarios.

I Of secondary importance if at all:

climate change, the price of oil and defining events

Although Shell was commissioning greenhouse effect studies in the early 1980s,”” climate change
appears in the scenarios® as late as 1998, and then it is only mentioned once.” It is not discussed

as having any possible impact on the sector or life in general. In 2013, the disclaimer section on
page 91 mentions that the legislation and regulation addressing climate change are possibly a risk.*
In the 2016 scenario, climate change is reduced to a challenge for satisfying energy demand at an
affordable cost.? In its very latest set of scenarios, Waves, Islands and Sky 1.5, the COVID-19 pan-
demic is the motivation for a ‘healthy’ planet.

Another glaring omission from Shell’s scenarios is oil price. Zalik* points out that in the 2008
scenarios, the futures market is not mentioned once. This is odd because “...speculative markets have
increasingly come to determine oil prices in real time. Thus, contemporary oil markets are simultaneous-
ly constructed via (i) business agent perceptions of potential supply conditions, as well as (ii) the (use)
value of oil.”* In 2008, as the financial crisis was unfolding, oil prices dropped from almost $US100 per
barrel to $USS9 per barrel (with 127 high, 35 low)*, a situation remarkably similar to the 2020 fall in
demand and plummeting oil price and before the COVID-19 pandemic took hold. An agreement by
Russia and Saudi Arabia to coordinate a decrease in production to strengthen global oil prices, enabled
OPEC to keep prices high until early 2020 when Russia refused further production cuts. The response
by Saudi Arabia resulted in a production war, and the price of Brent crude fell by 30 per cent within 48
hours, dragging global stock markets down with it.** In its latest scenarios (2021) the oil price is given
some attention, either because a high oil price keeps Russia, the US and Canada into oil (Waves scenario),
or the shift away from oil decreases supply and increases price (Island scenario), or deep-sea exploration
increases supply but demand will decrease (Sky 1.5 scenario).

The scenarios omit defining global events, such as the oil crisis of the 1970s and the financial
crises of the 1990s and 2000s. Significant political developments in the Middle East, such as the US sup-
port for Israel which drove the 1974 oil crisis, and the changes in Russian politics following the arrival of
Putin, are also glaringly absent from the scenarios. The complete absence of potential financial and polit-
ical crises may perhaps be understood as strategic, but ignoring the impact of stranded assets, even if only

in their disclaimers, is somewhat surprising given they are the bread and butter of Shell’s business.

I No place for public concern and social discontent
Shell does not mention public concern over the environment and human rights abuses. Though

social context is included in the scenarios, the potential impact of a public outcry against the sec-
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tor or Shell itself - as in 1995 following the executions in Nigeria, and the attempted dumping of
Brent Spar - is not a variable for consideration in the scenarios. Elkington and Trisoglio explain that
“Shell’s scenarios to date have been ‘individualist’, ‘hierarchist’ or some combination of the two;
none have adopted an egalitarian or ‘values shift’ perspective”.* They argue that although Shell is
well placed to sense global discontent and growing concerns about the environment and future of
the planet, it either chooses to overwrite public demand for social and environmental justice with
the need for more efficiency, or the company simply “badly misread key trends in public opinion.”?”
Any social discontent mentioned in the scenarios are not related to Shell, or the oil and gas industry,
but are linked to local or global political economic processes. Social protest against human rights
abuses and ecological disasters are deflected and subsequently rephrased as risk areas that can po-
tentially increase scarcity and jeopardise the security of supply. Zalik explains in detail that the sce-
narios are written for the downstream oil consuming public and the firms’ shareholders, not for the

upstream communities suftering the impact of production.*

I The role of fossil fuels

Shell continues, until today to defend the need for oil and it continued exploration and production,
in addition to showing more interest in including gas in its business model. In its most optimistic
scenario, peak use will fall in 2070.> When Shell invested in the Sakhalin oil and gas fields* in 1994,
it presumed that, by 2025, gas (LNG) could replace oil as the primary energy source. In the sce-
narios, the company argues that “Oil and gas remain critical components of the energy system into

the long term,”*!

that energy demand will increase because development relies on fossil fuels* and,
increasing energy efficiency will result in increasing demand. Consequently, shifting attention away

from fossil fuels towards:

=> The consumers who must change their behaviour;

= Technology that will make energy more efficient;

=>Policies to allow corporate flexibility and innovation to
deal with future developments.

The scenarios are elaborate tales told to the public, investors, the media, and, perhaps, Shell em-
ployees, presenting an image of Shell as informed, innovative, creative, and prepared for the future.
And because the scenarios defend the need for fossil fuels, and a shift towards gas, far into the 21st
century, the company argues that rather than the fossil industry changing, it is consumer behaviour
that needs to change, with technology, such as CCS, removing residual issues.

Shell works to carefully craft a world supportive of its business model and corporate inter-
ests, using sophisticated models to predict future demand, and presenting these in glossy interactive
products. This very selective and limited world view underestimates climate change and places so-
cial and environmental concerns outside the realm and responsibility of the industry. Shell chooses

to invest in buying a social license to operate, rather than change its business model.**

I 4.3 Influencing the public realm
Only two months after the Paris Agreement was signed in 2015, Ben van Beurden boldly stated that
Shell would extract as much oil as it possibly could (“Ik pomp alles op wat ik kan oppompen”).**

q

Three years later, he reassured investors at the Oil and Money Conference “...that Shell’s core busi-
ness is, and will be for the foreseeable future, very much in oil and gas, and particularly in natural

gas. Oil is going to be needed by this world for a long time to come, and gas even more so”.* Shell
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deftly navigates between presenting itself as sensitive to customers’ demands for cleaner energy,
while also securing the interests of investors. Reclame Fossielvrij examined Shell’s marketing cam-
paigns and festivals, especially the company’s focus on children through the Generation Discover
festivals in the Netherlands.* These campaigns aim to portray Shell as a company acutely aware
of the need for energy transition. With headquarters in the Hague, and solidly intertwined with
Dutch society, they also show how Shell greenwashes its practices and presents a public image of
itself far removed from reality.

In recent years, Shell’s largest greenwash campaigns — such as Generation Discover*’, EcoMara-
thon and The Great Travel Hack — have been peppered with values such as optimism, innovation,
collaboration, individual responsibility, and concern for the future, which have elicited a positive
response from the public.®® These green, positive, and upbeat campaigns - convincing because they

appeal to shared societal values - sell five myths, although we prefer to call them tarradiddles*:

= Shell is an innovator in energy transition;

=> Shell is actively working at mitigating climate
change by promoting solutions;

=> Shell is providing an invaluable contribution to society through jobs,
knowledge, and innovation that will ‘solve’ climate change (such as by
exploring gas, carbon capture and storage, hydrogen, and a little wind and
solar energy);

= Young people and consumers will solve the problem of climate change;

= There is plenty of time to solve the climate crisis.

These messages distract from the fact that Shell has been aware of the impact of fossil fuels on glob-
al warming for more than thirty years. The green and sociable facades of the campaigns divert atten-
tion from the company’s use of the same old practices that caused global warming in the first
place.”® By focusing on the few sustainable and corporate social responsibility projects it runs, and
by partnering with green and respected organisations, Shell presents itself as green, positive and
sustainable. Shell intends to protect its ‘social license to operate’ by rebranding its image from a fuel
major to a mobility partner. Instead of fuel, it provides energy and as energy provider it becomes a
central player in providing what makes society run.

Following admissions that the company has harmed the environment, particularly in Ni-
geria®, and realising that “[T]rust in Shell has faded over the decade,”**Shell has invested millions
of euros™ in convincing the public, its employees, politicians, civil servants, and investors otherwise.
By partnering (cobranding) with recognised and well-respected public and cultural institutions -
such as museums™, the Dutch Defense Force®, National forestry Service*® - and by having public
figures, such as mayors, open its festivals, Shell has sought to legitimise an image of itself as a trusted
partner in the energy transition, so as to slow the pace and influence the content of climate policy.
Research shows how marketing by the fossil industry is targeted to influence the climate debate,
climate policy, and prevent regulatory measures.”” This ‘marketplace advocacy’ is a controversial mix
of public relations and advertising.’® With adverts about gas, accompanied by solar panels and
windmills, CO,-compensation schemes, consumer responsibility and the potential of hydrogen,
Shell intends to build the broad support for the government policy it wants.

Shell’s annual children’s festival Generation Discover illustrates its marketing strategy.
The Festival focuses on the wind and the sun, and a little on gas. Children from the age of six learn

how to generate energy by dancing. There is a food truck with organic pancakes, and solar energy is
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used to froth the milk for cappuccinos. The five-day festival, launched in 2016, ran for four years,
and had a nationwide reach for more than a month per year. Using large advertising formats in local
and national (social) media outlets, and with a commercial TV channel as a media partner,” the
Festival attracted teachers, parents, and influencers. Shell’s CEO holds consultation hours, and
politicians and civil servants participate in the programme.® The Dutch Prime Minister, Mark
Rutte, shows up.® Shell uses its co-branding with other well-known, trusted, and respected organi-
sations to legitimise the festival.**

In Shell’s view, “today’s young people are the politicians, journalists and opinion makers
who will soon determine the debate”.® In Shell’s communication plan “Towards Net Zero Emis-
sions™*, the company describes millennials as being “more open-minded” towards Shell than older
generations. Addressing the decision-makers of today, as well as those of the future, the Festival is
meant to ‘bring home’ the message that Shell is a trusted partner, and that fossil fuels are essential
for decades to come.

The Generation Discover festival was used to market educational materials, jointly devel-
oped by Shell and NEMO Science Museum, to elementary schools and teachers.® Schools that partic-
ipate in Generation Discover are eligible to attend workshops led by Shell employees on how children
can help the planet by reducing plastic bag usage and food waste. There is no mention anywhere of
Shell’s role in producing that plastic and in damaging the planet. As part of the programme,* Shell
employees not only share what it means to work for Shell*” they also influence the technology curricu-
lum for primary and high schools®® in which they promote CO?-storage, CO? trade and gas.®” Shell
provides training on oil and gas for teachers.”® Entitled ‘It’s All about Energy’, the curriculum teaches
that everything is energy, and energy is everything, and that Shell is all about energy, successfully re-
branding itself away from fossil fuels and placing itself as an essential company for the survival of soci-
ety. By having access to these children at such a young age, the first thing they learn about climate
change and energy transition may come from Shell. Shell’s message may, therefore, end up being the
benchmark against which children measure all new information about energy transition.

Reclame Fossielvrij* shows how both Generation Discover, as well as EcoMarathon”
and MakeTheFuture™, were developed by Edelman, a well-known multinational communications
firm with a controversial history. Between 1970 and 1990, Edelman played a key role in preventing
effective legislation being introduced against the tobacco industry, and in manipulating public
opinion on tobacco and its effects on health.” Accused of astroturfing®, Edelman also supported
lobby groups such as the American Legislative Exchange Council (ALEC)” and the American Petro-
leum Institute who denied climate change, as well as fossil majors Exxon, Shell, and Chevron.” Cor-
porate Watch has shown how Edelman “has often led the industry in developing innovative ways to
clean up corporate image and control public opinion”.”In response to losing clients because of its
anti-climate campaigns, Edelman announced in 2015 that it would stop working for climate deniers
and coal companies.* For the last 20 years, Edelman has unabashedly linked its name to ‘trust’ and
developed a trust barometer,* even using an image of Greta Thunberg in its own publications.®

Using Generation Discover, EcoMarathon, and MakeTheFuture, Shell aligns itself to gov-
ernmental responsibilities such as technical education, future employment, and the UN Sustainable
Development Goals (SDGs).** Through these campaigns, Edelman presents Shell as a driver of
change, an innovative pioneer in the fight against climate change, and a good employer, communicat-
ing a clean and crisp image of Shell to the next generation, and overwriting its responsibility for global
warming, oil spills, human rights abuses, resources from fragile ecosystems, and colonised territories.

Shell also targets particular groups deemed to be influential in the political debate about

climate policies. The NRC, for example, a major Dutch newspaper popular with politicians and
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government officials, ran an interview with Greenpeace Director, Joris Thijssen®, alongside three
Shell advertorials®> with titles such as ‘If we can convert CO, to fuel, we close the circle’ and “We
need a lot more energy, but it should be clean’. The most audacious example of this kind of target-
ing is branded content in which Shell “invites everybody to work together for a better future” (Shell
nodigt iedereen uit om samen te werken aan een betere toekomst).* As if Shell is working a better
future beyond its own profits, this is a painful affront to all of those who have suffered, and contin-
ue to suffer, the consequences of the fossil fuel industry. While other newspapers also publish Shell
advertorials, NRC has a dedicated department of people who write branded content articles for
Shell.¥” Research has shown that people directly scroll to an article’s content, hardly noticing
whether or not it is sponsored.* In this particular case, the positive content, along with the Shell
logo, next to a Greenpeace critique, undermines the content of journalism.

These different strategies all relate to one of Shell’s three main strategic ambitions: ‘A
strong license to operate’.* Public support is key to maintaining access to politicians and ministries,
and necessary to Shell if it is to influence and prevent policy, agree loans and permits, and benefit
shareholders and employees. Shell’s advertising is not innocent. It does not advertise the company’s
product, but feeds the public a world view that the planet will still be running on oil, and gas, in 60
years’ time. Advertising has allowed Shell to normalise its practises and maintain its position, be
invited to schools to talk about a healthy future, and have a seat at policy-making tables to develop

climate policies.

I 4.4 Conclusions
Shell uses scenarios, marketing campaigns, and misleading advertising to present a company indis-
pensable for society for its role in providing energy and guiding through the energy transition. Only
recently, in December 2020, four senior Shell executives responsible for renewable energy and the
energy transition left the company questioning whether Shell is willing and able to move beyond its
dependence on oil and gas.” The scenarios and the advertising promote a mythical future that bears
little resemblance to the present and is a painful negation of the past. This attempt to overwrite its role
in global warming and social and environmental injustice using controversial marketing companies,
should be stopped. Shell’s partnerships and collaborations with publicly recognisable and reliable part-
ners to legitimise its public standing, should be challenged. Its educational programmes that influence
children, and are possibly the first encounter children have with climate change and renewable energy,
need to be replaced with content that is historically and scientifically correct.

Advertising and marketing are effective tools for Shell to dampen the sense of urgency
in society about climate change, maintain approval for the company from the general public, get
opinion-makers, politicians and government officials on side, thereby keeping their place at the
table with the government where they can influence both the pace (not too fast) and the direction
of energy transition (with a continued need for fossil fuels). Shell has been able to redirect the re-
sponsibility to change away from its own hazardous practices by making climate change and energy
transition a demand issue, rather than a supply driven one. It claims solutions must come from
behaviour change in consumers, and technology that will store CO, so that supply can continue
unhindered. Shell sells seductive lies and tactfully manipulates the public away from remembering

the past, and asking critical questions about their dirty practices in the oil and gas industry.
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Conclusions

Shell presents itself as a global leader bringing prosperity, progress, and innovation. Taking a closer
look at the company’s business model, its history and current practices, this prosperity is only for
the few, the progress is limited, and ‘innovation’ involves primarily gas and carbon capture, both
of which keep the world locked into a fossil future. In short, Shell continues the ‘Shell game.” This
report has lifted the shells to reveal that Shell has been very successful in misleading the way. We
identified four obstacles: Shell remains locked in profit maximization, it thrives on inequality and
undermines democratic decision-making, and finally, its scenarios and marketing are misleading.
Together these obstacles show a history of business practices that seriously questions the legitimacy
of Shell’s place at the decision-making table, the sustainability of its business model, and its integri-

ty and intentions in contributing to a just transition.

I Obstacles to a just transition

Shell’s business is to extract, transport, refine, and distribute fossil fuels. This business, and the reve-
nue from it lie at the heart of global warming; with the company’s operations causing environmental
damage and social suffering. Over the past 20 years, Shell has accrued far more debt than its compet-
itors (currently lugging a debt load of over US$80 bn), and has spent US$237bn on dividends and
share buybacks. Missing the opportunity to invest in a climate resilient work force, energy sources or
business, the company instead has invested in its shareholders and, by extension, its top management.
Whether this is irresponsible or financial mismanagement, it means the company is financially unfit for
the future, and its business model is ill-prepared for the challenges posed by the climate crisis. The re-
luctance to compensate frontline communities for the livelihoods lost and the environmental damage
the company has inflicted, shows the company’s lack of moral compass. Rather than being a responsi-
ble partner in development, Shell avoids paying taxes, becomes involved with corruption, and after all
the damage done has the audacity to use investment treaties to demand compensation in both Nigeria
and the Netherlands. With the help of controversial marketing consultants, such as Edelman, Shell
sells a seductive image of itself to young people, remaining silent on the social and environmental dam-
age it has caused around the world. Shell’s heavily funded marketing campaigns, and glossy scenarios,
have not, however, prevented people from standing up and calling them out. Protests have taken place
in Indonesia, South Africa, Nigeria, Curacao, Argentina, Bolivia, Nicaragua, Canada, Alaska, Russia,
the UK, Ireland, and The Netherlands. It is thanks to this persistent resistance that we are able to peel
off the varnish and expose the damage caused by Shell.

I ingredients for collective strategising

The Covid-19 crisis has brought the oil industry, including Shell, to the brink of collapse. It has highlighted
how an uncontrolled unravelling of the oil and gas sector disastrously impacts workers and frontline com-
munities. But the crisis has also made it possible for visions of structural systemic change to emerge and gain
traction in wider society. This includes taking the opportunity to listen carefully to the resilient voices that
have led the struggle against Shell in the past, to rethink what is relevant and important for people and the
planet, and to try and fundamentally transform the way we organise our societies. The obstacles identified
for Shell are representative of the challenges that the energy transition faces if multinationals continue to
influence and determine the trajectory of the energy transition. Any restructuring undertaken by Shell needs
to be embedded in the practices, and inspired by those ideas that can break down, and replace, the prof-
it-secking, extractivist, anti-democratic and exploitative dynamics that currently drive economic growth and
its uneven development across the globe. The intention of the report is to provide ingredients for collective
strategising on how to demand reparation and redistribution, through imagining and creating alternative

social ecological relations, built on solidarity and cooperation, diversity and sustenance.'
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OBSTAGLE 1: SHELL REMAINS
LOGKED IN PROFIT MAXIMISATION

9

Shell has prioritised dividend pay-
out and share buybacks, spending
US$237bn over the past 20 years;

9
Shell continues investing in oil and ex-
panding into gas;

9

Shell has borrowed money, leaving it
currently heavily in debt, and with as-
sets compromised because they are

mostly fossil fuel related;

9

Despite spending US$237bn in dividend
pay-outs and share buybacks since
2000, Shell's share value has remained
stable, but not increased;

9

The combination of high dividend pay-
outs and share buyback, with unprec-
edented levels of debt, has resulted in
a financially fragile enterprise; profits
are not reinvested in climate sensitive
capital, or research and development,
to secure future returns; or in retraining
employees about a more climate
friendly future;

9

Shell engages in profit-shifting and
makes extensive use of tax havens to
avoid paying its public dues, resulting in
an enormous loss of public income;

9

Shell's business model benefits the top
managers of the company, who are
rewarded partly on Shell's performance
in generating shareholder returns, cash
flow from operating activities, and op-
erational excellence. The CEO-to-work-
er compensation ratio in the Nether-
lands is 277:1 and, in Nigeria, 4050:1;

S5
Every euro that goes into exorbitant pay-
outs to executives and shareholders,

or is shifted to tax havens, is one not
spent on decent wages, retraining work-
ers for climate resilient jobs, cleaning
up oil spills, or compensating frontline
communities.
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OBSTAGLE 2: SHELL THRIVES ON
INEQUALITY AND VIOLENGE

9

The close relation between the Dutch
coloniser and Shell enabled the
company to grow and the coloniser
torule;

9

Shell's involvement in apartheid in Indo-
nesia and South Africa and wars such as
Aceh in Indonesia and Biafra in Nigeria
to either extract oil or sell it shows its
lack of moral compass;

S5
Shell ‘beats itself on the chest’ for the
role it played in the ‘civilising mission’,
and though this served the company
very well, it silenced and side-lined
frontline community perspectives, lives
and livelihoods;

9

Colonial relations of resource capture
were formalized and legitimized by
intemational investment treaties;

9

By developing fossil-related extraction
and processing, Shell locks countries
into fossil fuel development for decades
to come;

9

Shell's CO2 compensation project to pro-
tect its business are false solutions and
damage forests and the communities
dependent on them.
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OBSTAGLE 3: SHELL UNDERMINES
DEMOGRATIC DECISION-MAKING

9

Shell uses its privileged access to, and
influence on, policy makers to secure
and promote its own interests, including
those relating to climate policy.

9

People moving between careers in
Shell and the Dutch government allows
Shell direct access to the highest deci-
sion-making bodies in the Netherlands.

9

Revolving doors and lobby funding com
promise independent and democratic
decision-making within goveming bod-
ies that can result in corporate interests
taking precedence over public needs in
the debate around a just transition.

9
Shell uses bilateral and free trade agree-
ments to shape policy in their favour.

S5
Leaked emails related to the Nigerian
case OPL245 have shown that Shell
prioritised profit over its own anti-cor-
ruption protocols.

= Frontline communities and producing
countries pay a high price for the com-
pany’s structural links to state security
services, and strategies for gaining in-
fluence.
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OBSTAGLE 4: SHELL
MISLEADS THE WAY

9

The Shell scenarios serve to normalise
and promote Shell's perspective on the
future;

9

Shell most positive scenario presented
in 2021 presents global oil and gas

use as still respectively 93% and 85% of
current levels in 2050 and not peak
until 2080;

9

In Shell's scenarios the state is are-
gressive and limiting force, and society/
the public sector as conservative and
inward-looking, while the market is
presented as full of opportunities for
individuals to maximise innovation and
enjoy freedom;

9

Shell scenarios are written for the
downstream oil consuming public and
the firms’ shareholders, not for the
upstream communities suffering the
impact of production;

S5
Teaming up with the controversial mar-
keting company Edelman, Shell is pre-
sented as an innovative pioneer in the
fight against climate change, over
writing its responsibility for global
warming, oil spills, human rights abus-
es, damaged ecosystems, and colo-
nised territories;

9

Targeting young children with festivals
and educational material, Shell's
message of continued need for fossil
and controversial carbon capture and
storage technology may end up being
the benchmark against which children
measure all new information about en-
ergy transition.
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