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Gas extraction for the whole of the Netherlands, but
earthquakes for Groningen

For sixty years, the Netherlands was assured of sufficient energy to heat our homes and keep our
economy running, partly thanks to natural gas extraction in Groningen. The Nederlandse Aardolie
Maatschappij (NAM), a joint venture between Shell and Esso, was granted the extraction licence for the
Groningen field in 1963. In doing so, the State had to be assured that the public interests (control and
income) were also properly regulated. This took place in the so-called “GasGebouw” (Gas Venture), in
which NAM was in charge of gas extraction and Gasunie bore responsibility for the transport and sale of
Groningen gas.

Thanks to this unique public-private partnership, households and businesses, even outside the
Netherlands, were assured of a warm home and could rely on their plants staying operational. The
Netherlands also benefited economically from the gas revenues: with corrections for inflation, some
429 billion euros was earned from Groningen gas between 1963 and 2020. Approximately 85% of this
went to the State and flowed into the economy and social security via the treasury. In the 1980s, Shell
and ExxonMobil signed a “Gentlemen's Agreement” with the government, in which it was agreed that
the money earned by the companies in Groningen would be spent in the Netherlands. To this day, Shell
still adheres to this principle.

“With corrections for inflation, some 429 billion euros was earned from
Groningen gas between 1963 and 2020. Approximately 85% of this went to the
State and flowed into the economy and social security via the treasury.”

Groningen's gas extraction has brought great prosperity but, as everyone now knows, it also has a
downside. Ever since the 1990s, gas extraction from the Groningen field has been causing earthquakes.
This led to unease and concern among residents in the earthquake zone. It was only after the quake in
Huizinge on August 16, 2012, that the rest of the Netherlands was becoming aware that while the
Netherlands as a whole was benefiting from gas extraction, the people of Groningen were facing the
damage and risks of earthquakes.

After Huizinge: output restrictions, damage repair and strengthening

On 22 December 2005 the minister van of Economic Affairs announces a change to the gas law in a
letter to Parliament. The change entails that Gasunie Trade & Supply (subsequently Gasterra) will be
allowed a maximum off-take of 425 billion cubic metres of gas from the Groningen field for the period
2005-2015, or 42.5 billion m? per year. The aim of the new policy is to spare the Groningen field as
‘balance field’ until 2030 and thereby to continue the small fields policy, while ensuring security of
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supply. The minister indicated he will set the Groningen ceiling every five years, based on a production
plan NAM has to submit to the minister for approval under the mining law.

After the Huizinge earthquake, SodM (Staatstoezicht op de Mijnen [State Supervision of Mines]) advised
extracting as little as possible to reduce the risk of earthquakes. At the beginning of 2013, the minister
chose not to intervene directly in the extraction level. He wanted to first await the results of a number
of studies in order to factor in all societal interests in his decision making. These studies looked at safety
and risk, but also at geopolitical dependence, security of supply and gas revenues. Pending these
studies, the ministry's 2013 budget envisaged a production level of 49 billion m3. A parliamentary
majority did not object to this in early 2013: the budget, which included this volume decision, was
approved. Eventually, partly due to high gas consumption caused by a cold spring, over 53 billion m?
were produced in 2013.

On November 28, 2013, NAM submitted an extraction plan for the years 2014 to 2016 in which NAM
based its plan on expected market demand. At the same time, the technical documentation
accompanying the extraction plan also contained lower gas production scenarios, including a scenario of
30 billion m3 per year. On January 17, 2014, the minister informed Parliament that production from the
Groningen field “will be restricted to 42.5, 42.5 and 40 billion m? for the years 2014, 2015 and 2016
respectively”. On June 29, 2015, the minister amended his approval decision and reduced the
production level to 30 billion m? for that year.

In the meantime, drastic measures were taken: scaling up the remedying of damage and preparations
for a programme to strengthen buildings.

Compensation for damage repair and the strengthening of houses for safety (as a result of earthquake
damage) was (and is) part of NAM's liability. Until March 2017 - when the government became
responsible - some 80,000 damage claims were handled by NAM. Under the Administrative Agreement
“Confidence in recovery and the restoration of trust” (January 2014), NAM almost entirely financed a
package of measures of approximately €1.2 billion, mainly for damage repair and strengthening. As part
of the agreement, NAM also agreed to invest 125 million euros in programmes for quality of life and to
strengthen of the regional economic structure during the period 2014-2018: 35 million as an additional
contribution to the province’s and municipalities’ existing quality of life fund; 25 million through NAM's
own Quality of Life and Sustainability programme and 65 million as a contribution to economic
strengthening through the Economic Board Groningen. Later, in 2018, under the Heads of Agreement
another 500 million euros was added in compensation for the region.

Deep-rooted frustration and anger

Despite these measures, the trust of the Groningers was not regained. Anger and frustration increased.
NAM set up a large-scale damage compensation programme and did its best to make sure nobody was
short-changed, but also to make sure nobody took advantage without a proper explanation. However,
this approach took up a lot of time “per claim”.

NAM, in collaboration with 200 independent scientists representing more than 40 renowned
universities, research institutes and companies from 18 countries, conducted more than 300 studies
into the cause and consequences of the earthquakes. All reports can be read on NAM.nl. One of the
research programmes looked at methods to better assess the solidity of Groningen houses and, where
necessary, to improve them. Initially there was no legal standard for the safety assessment of
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houses which was a complicating factor; this was not introduced until the ‘Meijdam standard’ in
November 2015. This resulted in delays and a lack of clarity regarding procedures.

NAM did a lot of work during this period in terms of damage repair, strengthening and compensation.
However, there was insufficient awareness of the fact that a rational engineer's approach to risk and
safety would not sit well with residents' feelings of insecurity, fear and uncertainty.

“From 2015 to 2017, NAM and its shareholders therefore pleaded publicly and to
the government to “share gas profits”, whereby Groningen would benefit directly
from the national gas revenues.”

Moreover, the financial proportions remained lopsided: while gas extraction was contributing to the
Dutch economy (and to the economic recovery after the financial crisis), the distribution of the costs and
benefits, even after “Huizinge” was still to the detriment of Groningen, as established by the Meijer
Committee, among others. From 2015 to 2017, NAM and its shareholders therefore pleaded publicly
and to the government to “share gas profits”, whereby Groningen would benefit directly from the
national gas revenues. Schoonebeek serves as an example; this municipality received direct payments
from oil extraction in the late 1950s/early 1960s until the central government decided otherwise.* Shell
also put forward ideas to provide financial compensation for nuisance, regardless of whether or not
there was damage; practical settlements for every resident in the earthquake zone. In the end, these
proposals did not gain sufficient traction.

The public nature of the decisions to be made on damage and strengthening led to the realisation by all
parties involved that NAM had for too long been carrying out tasks that could only really be done by the
government. In consultation between all parties involved, NAM was “distanced” from damage handling
in 2017 and from strengthening in 2018; no policy involvement anymore, but NAM was still expected to
foot the bill for the damage repair and strengthening of buildings for the safety of residents.

Phasing out towards zero

An abrupt reduction of gas extraction below the level of security of supply could have major social
consequences, as recognised by NAM and its shareholders. A report commissioned by the Ministry of
Economic Affairs concludes the following on potential gas shortages: “A large number of victims (>
10,000) and large-scale social disruption cannot be ruled out”.

However, the criticism directed at gas extraction continued to grow. In March 2017, the court ruled that
NAM was acting unlawfully by causing damage through gas extraction. This (also) put shareholder Shell
in an impossible position: extracting gas and “not leaving the Netherlands in the lurch” is a social
responsibility (and from January 1, 2019 a legal obligation), but according to the court it is illegal.

1 “The municipality received annual taxes from NAM, which before 1949 were about 2000 guilders annually. In 1949, this
increased to 46,000 guilders and to 150,000 guilders in 1950, which represented a doubling of the municipality's budget. From
1951 on, the amount increased annually, reaching 1.2 million guilders in 1960 (de Jong, 1986). Consequently, by the late 1950s,
Schoonebeek became one of the most prosperous municipalities in The Netherlands, in stark comparison to before 1950 when it
was one of the poorest.” Quote from: Ramon Veenker, Frank Vanclay, “What did NAM do to get a social licence to operate? The
social impact history of the Schoonebeek oilfield in the Netherlands”, The extractive industries and Society, February 26, 2021 -
https://www.sciencedirect.com/science/article/pii/$2214790X21000332
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Several political parties started advocating a reduction in production to 20 or 12 billion m3 in their
election manifestos for the 2017 House of Representatives elections. Shell and ExxonMobil took matters
a step further: both companies, in September of that year, asked the Ministry of Economic Affairs and
Climate to take a “reduction to zero” scenario as the basis. Due to the court's ruling that gas extraction
from the Groningen field is unlawful, the companies believed that the government ought to take
responsibility for extraction levels higher than zero.

The “towards zero” concept did not find its way into the coalition agreement in October 2017, which set
out the following expectation: “At the end of the cabinet's term, it is expected that extraction could be
around 1.5 bcm lower than according to the most recent extraction decision of 21.6 bcm (as of Oct
2017).” Later, in March 2018, Minister Wiebes deemed the consequences of gas extraction as “no longer
socially acceptable” and announced that production would be stopped around 2030. This path towards
zero (with the cessation of extraction being targeted between 2028 and 2035) became the “base line” in
the Heads of Agreement of June 2018 between Shell, ExxonMobil and the government.

Shell and ExxonMobil also committed themselves to not receiving any NAM dividends during that time
in order to ensure that NAM will be able to pay the bills for damage repair and strengthening. For that
same reason, both companies also undertook to guarantee the financial obligations in the Heads of
Agreement.

NAM continued to pay for the damage and strengthening that arose from its liability. As regards the
strengthening operation, it was agreed in the Heads of Agreement that NAM would not pay for “the
implementation costs that are not directly related to the strengthening assignment [...] and arise from
the policy wishes of the State”. NAM has asked the Netherlands Arbitration Institute for an opinion on
the invoices sent by the Ministry of Economic Affairs and Climate to NAM for claims settlement and
strengthening, to answer the question of where, within reason, NAM's liability ends and transcends into
the social responsibilities of the State.

Tough lessons

On a number of occasions and with a number of issues, Shell, as shareholder and director of NAM,
should have operated differently and/or more quickly, in the interests of Groningers.

For example, the ‘Gasgebouw’ parties for too long considered (lack of) safety from a rational engineering
perspective based on models and tables and did not properly take feelings of being unsafe into account.
Claims settlement was too slow and the huge number of claims meant that attention was no longer paid to
the people who needed it most. NAM ended up performing a semi-governmental role in damage handling
and strengthening, which NAM was unable fulfil; NAM should have been distanced sooner and Shell
should have insisted on that more vehemently and earlier with the government. Shell could also have
made more of an effort sooner to get the proposals for nuisance compensation accepted.

We failed to weigh sufficiently the feelings of unsafety and stress resulting from the earthquakes. Had
we done that then Shell, with today’s knowledge, and together with other Gasgebouw parties, could
have worked more proactively and quickly towards a lower level of gas production in an attempt to
retain or regain the trust of people in Groningen. In addition, the province of Groningen should have
benefited more from national gas revenues; Shell should have advocated for the government to share
gas benefits long before the Huizinge earthquake, not just from 2015 onwards.



Shell regrets that the earthquakes have led to major problems for so many Groningers and has
apologised for this. We are taking the tough lessons we learned in Groningen onboard in our
contribution to the energy transition in the Netherlands.

The future: Groningen as green energy province

There is no doubt that Groningen is well placed to become a green energy province. Together with
Gasunie and Groningen Seaports, Shell is seizing the initiative with the NortH2 project, supported by the
Province of Groningen. The idea is to use large new offshore wind farms to generate green power for a
large hydrogen plant. The hydrogen produced there can then be transported via Gasunie's pipeline
network to industrial customers who face difficulty electrifying their business processes. In the
meantime, the consortium has been expanded and RWE, Equinor and Eneco have also joined the
project. If, in the future, there were to be dividends from NAM, Shell wants to invest that money in
energy transition projects in the north of the Netherlands.
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