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Abstract:

The current study evaluates the importance of Corporate Social Responsibility (CSR) activities
within today's complex business atmosphere. To accomplish this objective, the research selects
Royal Dutch Shell as the focus organization, critically analyzing its CSR practices and their
consequences on overall performance. The investigation begins by identifying and examining
the impact of internal stakeholders, specifically the management team and employees,
alongside external stakeholders, including society and customers. Furthermore, the study
evaluates the influences of government regulations and environmental protection agencies
regarding social and environmental activities, such as carbon emission targets and public
payment disclosures. A core component of the research involves comparing and contrasting
home country (Netherlands) and host country (Nigeria) practices to evaluate critical ethical,
environmental, and legal issues. The findings indicate that while Shell maintains a positive
corporate image through sustainable planning in its home country, it faces severe scrutiny and
ethical challenges in host countries like Nigeria due to oil pollution and negative economic
impacts on local communities. Extensive analysis is conducted on current trends, such as rising
CSR budgets and operational costs. Finally, the study provides strategic recommendations to
enhance CSR efficiency and transparency, advocating for uniform operational standards,
multi-stakeholder involvement in strategy development, and balanced budget segregation to
manage ethical and social expectations effectively across diverse global economies.

Keywords: Corporate Social Responsibility, Stakeholders, Royal Dutch Shell, Host Country,
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1.Introduction

Social responsibility refers to the principle that companies should voluntarily contribute to the
overall welfare of the society rather than emphasizing on profit maximization only. In other
words, management of the organization should not focus only on fulfilling all the interests of
the owners but also other stakeholders as well (Cheng, loannou & Serafeim, 2014).
Inappropriate performance of social responsibilities can generate several types of legal,
political, environmental and operational issues within an organization. This report will aim to
critically evaluate the CSR practices of The Royal Dutch Shell and its consequences on the
eventual performance. In order to accomplish this objective, focus will be provided on
identifying key internal and external stakeholders and their impact on the organization. It will
also highlight influences of government on public, consumers and organization. Detailed
description will also be provided about the global issues with regards to the legal and political
system. The report will underline key trends and challenges and the way these factors are
shaping organizational activities. Finally, based on all these evaluation, specific
recommendations will be provided to The Royal Dutch Shell so that it can improve efficiency
of its CSR programs.

2. Internal and external stakeholders

Stakeholders refer to individual or group of individuals who gets directly affected by the
actions, policies and objectives (Lawrence & Weber, 2014). As a whole, stakeholders can be
divided into two major categories such as internal stakeholders and external stakeholders. Both
these types of stakeholders, generally, create long-lasting impact on the way businesses are
performed within the corporate environment.

2.1 ldentification of two internal stakeholders and their impact

2.1.1 Management team
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Management team within The Royal Dutch Shell possesses the right to make critical decisions
regarding the way all the responsibilities are performed within the complex business
environment. The Royal Dutch Shell, as one of the leading business within oil and gas industry,
has provided its board of directors the opportunity to take all the key decisions regarding the
way CSR related responsibilities will be performed effectively. The CEO and executive
committee members of The Royal Dutch Shell play an extremely important role to provide
valuable insights to the board of directors regarding the way all the operational responsibilities
need to performed efficiently (K. Wilburn, & R. Wilburn, 2013). Thus, it indicates that
management team plays a pivotal role regarding the way The Royal Dutch Shell develops its
mission and vision statement and the way it uses all its resources for the successful attainment
of the objective. In other words, management team including CEO and board of directors are
responsible regarding the total amount of investment made by the company in CSR activities.
2.1.2 Employees

Employees of The Royal Dutch Shell also play an extremely pivotal role with respect to the
way CSR activities are performed within the corporate environment. The Royal Dutch Shell,
as one of the top oil exploration company, has formulated clear work structure for the
employees. It has assisted the company to specify the role of each employee clearly from the
perspective of ethical or social activities. Generally, employees within The Royal Dutch Shell
adhere all the ethical guidelines at the time of performing their responsibility, which in turn
enables the company to perform all the social responsibilities. Any unnecessary violence of
these social or ethical guidelines by the employees is likely to damage overall image of the
organization.

2.2 ldentification of two external stakeholders and their impact

2.2.1 Society

The Royal Dutch Shell, as an oil exploration company, is extracting natural resources of the
society in order to conduct business. Therefore, the company is highly liable to deliver required
amount of support to the society (Quintans-Fondo et al., 2016). Over the years, multiple
initiatives have been taken to ensure sustainable development of the society. For instance, The
Royal Dutch Shell is currently investing lots of money and resources to generate new and
advanced energy resources in order to fulfil future demands. Apart from that, Shell emphasises
on enhancing the rate of local community growth by providing employment opportunities.
Shell has also developed partnership with local NGOs in order to offer adequate level of
community health services.

2.2.2 Customers

Over the years, Shell has formulated strong relationship with multiple business entities across
industries including mining, transport, power generation, manufacturing and home energy. For
instance, Shell aviation is currently present at 850 airports across 32 countries (Shell, 2018).
Similarly, it is offering advance transport fuels across thousands of power, manufacturing,
mining and other companies for years. Therefore, Shell has formulated clear ethical guidelines
for each of its customers regarding the way all the necessary resources needs to be used in an
effective manner. Inappropriate maintenance of these guideline has caused major issues
regarding the way all the social guidelines have been fulfilled.

3. Government stakeholders and regulatory environment

3.1 Government’s influence affects consumers, the public, and the company

Shell, as an oil exploration company, has been dealing with multiple government rules and
restrictions. For instance, government has formulated specific regulations with regards to
employee health safety, security, social performance, environmental protection, transport and
many others. Development of such strong legislative regulations have shaped the way Shell is
operating across the targeted market. Apart from that, government has formulated strong
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legislative guidelines regarding tax and revenue structure that created massive impact regarding
the way all the activities are performed across the targeted market. Since Shell primarily is in
the B2B business segment, government has also inflicted several legislative regulations for its
customers. For instance, customers need to maintain specific set of standards at the time of
transporting and storing oil and other energy resources. OPEC has formulated specific
guidelines and regulations regarding the way all the activities associated with oil exploration
had to be performed in an effective way. Furthermore, legislation like Payments to
Governments Regulations 2014 has enforced companies like Shell to report payments to the
governments publicly in the economies in which it had conducted logging or extractive
operation (Shell, 2016). Therefore, it has in turn created major issues in association with
payment procedure and enforced Shell to deal with variety of payment related complexities.
3.2 Regulations created by environmental protection agency

Over the past few years, importance of CO2 emission rate has raised across the entire world.
Therefore, environmental protection agency of government has formulated specific set of
standards regarding the way all the activities need to be performed adequately (Heede &
Oreskes, 2016). Shell, as oil exploration company, is actually extracting natural resources on
regular basis. Therefore, the amount of constraint is also very high with regards to legislative
and other political regulations. In order to adhere to this criterion, Shell has already initiated
variety of strategies to minimize the overall carbon emission rate considerably. Presently, Shell
IS aiming to minimize its overall emission rate by 20% within the year 2035 and by 50% within
the year 2050 (Shell, 2019). Therefore, Shell has strongly supported “The Paris Agreement”,
which is aiming to reduce issues associated with global warming.

4. Global issues: legal and political systems

4.1 Comparing and contrasting host country with the home country

The operational procedure of The Royal Dutch Shell has always remained under extreme
scrutiny. Over the years, several differences have been noticed regarding the way Shell has
operated in its home country in comparison with host country. In Netherlands, The Royal Dutch
Shell has come up with variety of sustainable plan for the complete development of the entire
society. For instance, focus has been provided on enhancing the health safety level of the
employees and on reducing the overall carbon emission rate as well (Enneking, 2014). The
Royal Dutch Shell has also involved itself with variety of NGOs in order to improve overall
livelihood of the people. As whole, emphasis has been provided on improving the entire
surrounding of the society as whole. For instance, focus has been provided on increasing the
overall quality of the air, fresh water, climate change and energy transitions related
requirements. As a result, it has able to maintain extremely strong image for most part of the
home country.

In host country like Nigeria, however, Shell has been accused for initiating variety of unethical
practices. In this context, it had to be mentioned that Shell is operating in Nigeria for more than
70 years. All this time, Shell has performed variety of unethical or illegal activities, which in
turn resulted into variety of major consequences (Enneking, 2014). For instance, Shell has been
accused to spread oil pollution with its unethical and illegal exploration or logging activities.
Moreover, the company was accused of not been helpful enough to the growth of local Nigerian
economy. Majority of the local Nigerian people still relies heavily on the farming, fishing or
other activities in order to ensure healthy lifestyle for themselves. In this context, unethical
logging and oil pollution has damaged not only the overall environmental condition of the
economy, but also the livelihood of the people. Thus, it can be mentioned that there is a clear
distinction regarding the way Shell performs all its operational and social responsibilities in
home country in comparison with host country.

4.2 Ethical issue
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As mentioned earlier, Shell has been held responsible for violating all the ethical and social
guidelines with regards to oil and gas exploration. Therefore, number of environmental
activists and political groups have initiated multiple actions to boycott Shell from Nigerian
economy. As per these groups, Nigeria is extremely rich with natural resources like oil or gas,
which attracted Shell to enter into the targeted market (Jagers, Jesse, & Verschuuren, 2013).
However, the company has not made any effort with regards to perform all the responsibilities
in an ethical way. In the recent time, however, Shell is making conscious effort to clean its
image by initiating variety of social strategy. For instance, conscious effort has been made to
improve its logging and onshore activities within the Nigerian economy. Apart from that,
special effort has been made to boost overall employment opportunity for the people within
Nigerian economy.

5. Trends and challenges

As per recent trend, overall importance of performing all the operational responsibilities are
growing across the global oil and gas industry. Therefore, overall pressure is also increasing
on the companies like The Royal Dutch Shell to remain ethical in its approach. Henceforth, the
company has continuously increased its overall budget in association with the CSR activities.
It has allowed the company to maintain variety of industry standards with regards to
environmental protection including managing greenhouse and emission gases, reducing energy
consumption and fresh water consumption, preventing leaks or spills of hazardous materials
(Du & Vieira, 2012). Similarly, focus has been made to boost the overall condition of the
community by increasing local employment opportunity, community health infrastructure,
education facilities and energy to access. It has allowed The Royal Dutch Shell to emerge as
one of the biggest names in the oil and gas exploration industry. In this context, it had to be
mentioned that Shell made conscious effort to reform its internal operational structure for the
betterment of the employees and community. For instance, it has increased overall transparency
level with regards to payment procedure to governments. Similarly, Shell is now aiming to
adhere various human rights related guidelines for representing itself as a responsible corporate
citizen. However, all these social activities have increased overall cost of operation for the
organization, which in turn affected overall revenue level to some extent.

6. Recommendations

The illustration above has underlined the fact that The Royal Dutch Shell experienced variety
of challenges with regards to CSR activities. Specifically, the company has struggled to remain
ethical and responsible in relatively underdeveloped economies like Nigeria. In order to counter
such challenging situation, focus will have to be provided on following areas:

= The Royal Dutch Shell needs to emphasis on establishing uniform standards for all the
employees for eliminating any biases from the operation. Maintenance of uniform
guidelines will also help the organization in eliminating unnecessary issues across
economies.

» The organization will have to emphasis on enhancing its overall operational transparency
for representing itself as a responsible corporate citizen. Therefore, Shell can opt to gather
perspective or insight of all the employees at the time of developing CSR strategies rather
than depending on management only. Appropriate involvement of all these entities will
ensure sustainable growth for the organization.

* The Royal Dutch Shell will have to impose greater effort in understanding all the needs
and wants of internal and external stakeholders. Appropriate understanding of all the
needs and wants of the stakeholders will enable management in segregating entire budget
with respect to CSR activities.
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