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Effective Dutch climate measures require
an international approach

JAN FREDERIK BRAUN & LUCIA VAN GEUNS

The Dutch government is currently negotiating a national climate accord. In order
to achieve the goals of the Paris Agreement, this ambitious climate accord is
designed to prepare the Netherlands for a greenhouse gas emission (GHG) reduction
of at least 49% by 2030. The Netherlands is an export-oriented country with an open
economy and an industrial sector which is highly clustered and integrated into
global value chains. Effective implementation of the Dutch climate accord,
therefore, requires a focus on optimizing decarbonization efforts both within and
beyond national borders. This policy comment offers an outward-looking policy
checklist and recommends cross-border climate action from both companies and
government.

In October 2017, the incoming Dutch government announced a highly ambitious climate
and energy policy. This included closing all coal-fired power plants by 2030, establishing a
minimum national CO2 price and an extra CO2 emission reduction of 56 Mton. The
Dutch government aims to reach a general agreement on a national climate accord this
summer, with the goal of transposing this into a national climate law in 2019.

In order to strengthen the underlying ambitions of the upcoming climate accord, and
inspired by a critical review of the German energy transition, we present a policy checklist
for the decarbonization of the Dutch energy sector:

V Rank and screen all national decarbonization measures in an international
context and oblige companies to report on greenhouse gas emissions that
originate inside and outside their organizational boundaries (i.e. upstream
and downstream).

V  Work with industry and like-minded governments to increase the use of
decarbonized gas and stimulate abatement options that are not yet
economically feasible.

V Take the lead in joint government efforts that strengthen the carbon price
and make coal-fueled power increasingly unprofitable. This should pave the
way for establishing a minimum COz-price (or carbon tax) that changes the
merit order to reflect carbon emissions.

DUTCH CLIMATE AMBITIONS
The Dutch climate accord should reduce the CO2 emissions of the Netherlands by at least

49% by 2030 (see Figure 1). Next to shutting down coal-fired power plants and establishing
a minimum COz2 price, the Dutch government lists a range of other measures that are
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https://www.oxfordenergy.org/wpcms/wp-content/uploads/2018/04/The-Role-of-Natural-Gas-Renewables-and-Energy-Efficiency-in-Decarbonisation-in-Germany-The-need-to-complement-renewables-by-decarbonized-gas-to-meet-the-Paris-targets-NG-129.pdf
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required to accelerate the national energy transition. These include: 1) increasing offshore

wind capacity; 2) utilizing the great potential for carbon capture storage (CSS) in, for

example, the port of Rotterdam and in depleted gas fields in the North Sea; 3) stop the
allocation of gas connections for newly built residential areas by 2021.
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Figure 1: Dutch 49% emission reduction target (source: HCSS calculations based on the National Energy
Outlook 2017).

As a result of the need to reduce their emissions by 22 Mton and 20 Mton of COz2
respectively, the Dutch industry and energy sectors have the largest CO2 reduction targets
(Figure 2).
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Figure 2: 49% target and emission reductions per sector (Source: HCSS calculations based on the National
Energy Outlook 2017).

With the 49% emission reduction target as the centerpiece of the climate accord, the
Dutch government aims to take the lead in pushing the EU to make its climate policy
‘Paris proof’. The development of the climate accord into specific national programs in the
second half of 2018 is set to coincide with the EU review of the draft integrated national
energy and climate plans of the EU member states. This in turn constitutes the EU’s input
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http://www.pbl.nl/publicaties/nationale-energieverkenning-2017
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for the global review of the Paris Agreement in 2019. In order to make European climate

policy ‘Paris proof, the EU as a whole needs to increase its CO2-reduction ambition from

the current 40% in 2030 to 55%. This target is required for keeping the global temperature

increase well below 2°C and to stay within the carbon budget of 1,000 GT of COz2 left to
be emitted after 2015.

The decision to accelerate the national decarbonization efforts through the climate
accord is also fueled by the lackluster Dutch track-record in scaling up its share of
renewables in the national energy mix (see Figure 3).
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Figure 3: Dutch Energy Mix 2016 ( Source: CBS StatLine).

As a result, the Netherlands will fail to meet both its GHG emissions reductions and
renewables targets set by the European Union's '20-20-20' climate and energy policy

(Figure 4).
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Figure 4: Share of renewable in gross final energy consumption in country share for EU 2020 (Source:

Eurostat 2018).
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https://opendata.cbs.nl/statline/#/CBS/nl/navigatieScherm/zoeken?searchKeywords=energieverbruik
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INTERNATIONAL DECARBONIZATION CHALLENGES

While the range of national measures mentioned above are all highly relevant for
decarbonizing the Dutch energy system, an effective Dutch climate policy must also take
the following aspects into consideration.

First, most Dutch energy intensive industries such as the chemical, steel and refining
sectors operate in highly competitive international markets. Whereas certain industrial
processes, such as manufacturing ammonia and cement, generate emissions directly,
numerous others are integrated into global value chains.

Secondly, it is difficult technically to decarbonize certain industrial processes. Because of
the high temperature, high pressure, or the required chemical reactions involved,
industrial processes such as those for the production of steel, cement, plastic and
chemicals are currently only possible using mainly traditional fuels.

A recent McKinsey study describes the unprecedented challenges that lie ahead for the
Dutch industrial sector. These are accelerating the sectors’ environmental efficiency while
maintaining or improving its competitive advantage in international markets.

Third, the net effect of the closure of coal-fired power plants and a minimum CO2 price
in the Netherlands is to a very large extent dependent on uncertain developments abroad.
The Dutch electricity network is regionally connected, and electricity is traded on an
integrated North-West European electricity market. An unbalanced production of
renewables, for example, in one of the neighboring countries will have direct
consequences for the trade in electricity, for electricity production and the resulting CO2
emissions in the Netherlands.

To exemplify this, the Dutch climate ambitions could indirectly be undermined by the
German government’s recent rejection of a minimum CO2 price. A robust national CO2
pricing system like the one in the UK is required to supplement the low carbon price
under the EU’s Emissions Trading System (ETS). In combination with the lack of a
German phase-out target for coal and an unbalanced production of renewables, this could
lead to increasing exports of cheap German lignite or coal-fueled power to the Dutch
market.

INTERNATIONAL CORPORATE CLIMATE ACTION
Next to the ever more concrete international requirements under the Paris Agreement,

there is growing pressure on companies from stakeholders, such as investors and
consumers, to improve their reporting on GHG management. With the Non-Financial
Reporting Directive from 2014 and the recent Action Plan on sustainable finance, the EU
has taken steps to increase transparency in corporate climate action.

A narrow focus on reducing direct emissions ‘at

home’ constitutes incomplete GHG management

The UN Global Compact Network defines effective corporate climate action as a long-

term and strategic approach in reducing direct and indirect emissions. This means that

THE HAGUEENTRE FOR STRATEGIC s


https://www.mckinseyenergyinsights.com/insights/energy-transition-mission-im-possible-for-industry/
https://energytransition.org/2018/05/german-government-rejects-french-call-for-greater-carbon-tax/
https://ec.europa.eu/info/business-economy-euro/banking-and-finance/sustainable-finance_en
https://www.globalcompact.de/de/newscenter/meldungen/Publication-Corporate-Climate-Action.-A-step-by-step-guide-for-companies-now-available-in-English.php
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companies should report on GHG emissions that originate inside and outside of their
organizational boundaries, i.e. upstream and downstream. Upstream activities of a
company include the purchasing of goods and services as well as transportation and
distribution. Downstream processes include the processing and use of products made by
the company. Figure 5 visualizes that ‘inclusive’ GHG management deals with all
emissions along the value chain.

Figure 5: The system boundaries of ‘inclusive’ GHG management
(Source: Corporate Climate Action by the UN Global Compact Network Germany 2018).

In accordance with this approach, the British-Dutch company Unilever is taking action to
reduce GHG emissions throughout its value chain. It has set climate targets for reducing
emissions from scopes 1 and 2 by 100% by 2030 and reducing scope 3 emissions by 50% by
2030. Unilever discloses information on its achievements in a transparent fashion in
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https://www.globalcompact.de/wAssets/docs/Umweltschutz/Publikationen/GIZ-DGCN-Brschr-ENG-screen.pdf

