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Summary
Compared with other OECD countries the Netherlands has a low labour
force participation rate. Figures for the Netherlands in 1988 indicate that
per 100 inhabitants aged between 15 and 65, 59 are in paid employment. In
the United Kingdom the figure is 69, in the United States 72 and in the five
Scandinavian countries 78. In France and Belgium the labour force
participation rates are much the same as in the Netherlands while in West
Germany only shghtly more people are in paid employment. In Greece,
Italy and Spain far fewer people per 100 adults are employed than in the
Netherlands but in Portugal the figure is much higher. The picture changes
radically, however, if allowance is made for the fact that part-time work is
particularly common in the Netherlands. When this factor is taken into
account the Netherlands has the next lowest number of man-years per 100
adults behind Spain and also clearly lags behind France, Belgium and West
Germany. If, finally, account is taken of differences between countries with
respect to the number of hours worked per man-year the participation rate
in the Netherlands lags even further behind that in the United States. In
relation to West Germany and France there is little change, while the gap
on Sweden narrows slightly since fewer hours are worked per full-time job
in that country than in the Netherlands.
The low labour force participation may largely be attributed to the still high
level of unemployment and the low participation rates among women and
older men. Among other things the latter factor is bound up with the large
number of disabled people.
In this report the Council has come to the conclusion that an increase in
labour force participation would be desirable in the 1990s. This conclusion
is based on the following considerations.

Employment is a significant form of social participation. By means of
employment - generally paid employment - individuals contribute
signif~cantlyto the maintenance and further development of the system of
social relations that makes up society. The lower the proportion of the
population participating in society through employment, the heavier the
burden on other institutions to generate the necessary social cohesion.
While at present traditional integrative links are subject to erosion and
insufficient new institutions are emerging to take over these functions of
social integration, participation in the labour system is important for social
cohesion. A higher level of labour force participation is also consonant with
a society in which the process of individualization and demographic trends
bring about that only a minority of the population lives in single-income
households consisting of a husband and wife with children living at home.
2.

Other things remaining equal, demographic pressures effect that instead of
the present situation in which there are 65 benefit-claimants for every 100
(able-bodied) employees, the number of benefit-claimants will rise to 93 per
100 in 2020. Additionally the ageing of the population will' place greater
demands on the health system and social services. The consequent rise in
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public expenditure will be offset to only a very limited extent by a reduction
in spending on regular education. On balance demographic trends will lead
to an alarming pressure on public expenditure.
The maintenance of living standards in both absolute and relative terms
forms a fundamental economic argument for a higher level of labour force
participation. The achievement of a broader base for social security can
provide a significant impulse for economic growth. That impulse may derive
both from an increase in the number of persons in employment and from a
reduction in the number of benefit-claimants. The improved utilization of
the 'human capital' formed by education - especially that among females - is
a significant economic argument for a higher level of labour force
participation.
Unemployment, including hidden unemployment among females and
disability benefit-claimants, is expensive in an economic sense, particularly if
the unemployment is protracted, and is socially unacceptable. The desire of
a large and increasing number of women to perform paid employment is
one argument for pursuing a lugher level of labour force participation. In
addition a large number of unemployed persons experience unemployment
as something decidedly negative, without being able to find a job, whereas
others turn their backs on the labour market and drop out of the labour
system. Many disability benefit-claimants aspire to a paid job; even if this
were not so, there are good reasons for helping those physically and
mentally capable of doing so, to return to work.
The labour force participation rate of the elderly in the Netherlands is
much lower than that in neighbouring countries. This is related to the high
level of early retirement under the Disablement Insurance Act (WAO),
unemployment regulations and the pre-retirement schemes (VUT). There
are indications to suggest that many elderly people currently not working
would be prepared to perform paid employment consistent with their age
and capabilities. For elderly people the barriers towards remaining in paid
employment, including employment beyond retirement age, should be
removed.
In an international political sense, a level of labour force participation not

too far different from that in competitor countries would be opportune now
that Dutch society is increasingly exposed to policy competition from
abroad. Although countries do not compete in terms of the actual rate of
participation, the effects of such participation, including the level of taxation
and social security contributions, does affect the competitiveness of private
industry and the government's financial room for manoeuvre. The latter in
turn affects a country's ability to compete in terms of the educational,
physical, technical and scientific infrastructure.
Higher labour force participation in the 1990s would not just be opportune
but also appears feasible. An increase in the labour supply of 750,000 must
be regarded as possible. An increase of this order could be the result of a
development in which the participation rate of women rises by 1.5 per cent
a year, that of men up to the age of 55 remains unchanged and that of men
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aged-55-64-reverts to the 1982 level. An even more pronounced increase in
the labour supply cannot be ruled out.
In the light of the demand side of the labour market a rise in employment
of 750,000 - corresponding to some 400,000 man-years - is also feasible.
This is consistent with the medium-term projection of the Central Bureau
of Statistics (covering the period 1991-1994), the Social and Cultural
Planning Office's projection for the non-profit sector and other research of
a more qualitative nature. The growth in employment will need to take
place in the service sector and in the non-profit sector. The retail trade,
business services (excluding financial services), the hotel and restaurant
trade and the non-profit sector, including health w e , are the industries
with the best prospects for a rise in employment. The growth in
employment could be further enhanced by substitution processes and
purchasing-power effects that will arise given an actual increase in labour
force participation. Given a decreasing availability of volunteers, various
forms of voluntary work will need to be replaced by paid employment.
Substitution processes of this kind resulting from a rise in labour force
participation could also arise between informal employment in the home
and paid employment and, to a lesser degree, between 'black' employment
and paid employment in the formal sector.
The achievement of a higher participation rate during the 1990s can be
promoted by formulating new policy initiatives in specific areas to
supplement the existing financial, economic and social policies. In other
fields an acceleration of existing policies will suffice. In addition there are a
number of significant new policy options which the Council regards as
relevant but that require further study.
Putting emphasis on labour participation will lead to a new policy vision in
the socio-economic area. This vision centres on the desirability of a higher
level of labour force participation. On the one hand this encompasses the
long established goal of combating unemployment, including that among the
immigrant community. On the other hand it includes the much more
recently recognized goal of promoting labour participation among women
and combating hidden unemployment among disability benefit-claimants.
Finally the as yet little recognized goal of promoting labour force
participation among the elderly is subject to this new vision. In doing so, it
is not a matter of imposing new obligations to undertake paid employment
on people hitherto outside the labour system. The main theme of this
report concerns the removal of barriers so as to improve the opportunities
for those aspiring to paid employment. Another theme running through the
report concerns the fact that the recommended policy initiatives should not
involve an unacceptable lowering of the present living standards of
individuals or groups of individuals.
The promotion of labour force participation fits in with two structural
societal developments. In the first place, traditional paid employment is
changing in response to technological and economic developments.
Increasingly, employment is no longer a primarily physical and hence
physically taxing matter; know-how is becoming ever more important. For a
WORK
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growing proportion of the labour force, the elements of personal
advancement and human development associated with paid employment
have gradually become more dominant while the physically t&g nature of
employment ('labour') has increasingly receded into the background.
Secondly, radical changes have taken place in relation to household
formation. The process of individualization has both a demographic and a
socio-cultural component. The demographic component consists of a trend
towards smaller households. This means that the labour force is increasing
as a proportion of the total population, for which reason alone greater
numbers of people are involved in the labour market. Families are
becoming smaller and one-parent families more common; the number of
single householders forms a growing percentage of the population. In
addition there is the drive on the part of women and young people towards
economic independence and emancipation, which has placed the traditional
family- and breadwinner-based philosophy under pressure and which has
resulted in an increasing number of people seeking economic independence
through employment.
Policy-wise, labour force participation can be encouraged in various ways.
The government, the social partners and individual companies and
institutions can each play a part. A policy to promote labour force
participation could help reverse the present cycle in which high taxes and
social security contributions lead to high wage costs, which in turn depress
the level of employment. In this way labour force participation could also
increase in response to the demand side of the labour market. The main
policy options are as follows.
Wage costs
Wage restraint is an important factor in the growth of employment.
Moderation may take the form of a comparatively uniform wage growth but
also that of a more differentiated wage structure. Wage cost differentiation
between companies can, moreover, do greater justice to the position of
individual companies. In the present circumstances of surplus demand in
certain segments of the labour market, a proposal that pay settlements
reached on an industry basis should not be extended to companies in the
industry that do not come under the collective labour agreement, with a
view to achieving differentiation along these lines, would appear unwise as it
would create a marked risk of 'leap-hogging'. Alternatives are, however,
available in the form of what are known as 'framework' and 'cafeteria'
collective labour agreements. Under the first of these, a framework is laid
down within which each company is free to spec@ the particular terms of
employment. With respect to wages, minimum and maximum provisions
may be agreed. The 'cafeteria' collective labour agreement provides
companies with the ability to select from various packages of terms of
employment or to put a package together itself consisting of various
elements deemed to be of equal weight. This can, moreover, provide
companies with the opportunity to make a trade-off between pay increases
and either employee benefits or agreements in such areas as training, workexperience placements, child care, parental and nursing leave and flexible
working hours.
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The structure of unemployment points to a sizable surplus of poorly
educated workers, which suggests a lack of differentiation in the pay
structure. In this respect the statutory minimum wage is an important
factor. At present, the statutory minimum wage in the Netherlands is
around 20,000 guilders net per year, i.e. the same as the minimum benefit
for families. A reduction in the minimum wage would not only provide
opportunities for groups in a weak position in the labour market but could
also increase the net demand for labour. At its introduction the minimum
wage was based on the minimum requirements of a family with two
children. The facts indicate, however, that the image of a breadwinner
maintaining his family on a minimum wage has been overtaken by events;
no more than 0.4 per cent of employees fit this picture. As s u 4 the
breadwinner element could be removed from the minimum wage.
Although further research is required on a number of points, the
appropriate policy option would be to introduce an individualized minimum
wage for the 1990 generation (i.e. those turning 18 in or after 1990), geared
to the current minimum requirements for a single householder, namely 70
per cent of the social minimum for a family. On account of the trend
towards individualization in Dutch society, the social security system has
been directed more towards individual economic independence for the 1990
generation than it is for older cohorts. For the older cohorts, freezing the
minimum wage would in due course bring about a comparable relative
reduction in the minimum wage. This policy option would involve
disconnecting the minimum wage and the social minimum. By introducing a
benefit for a person's spouse similar to the national assistance regulations
for the 1990 generation, it would, however, be possible to maintain the
relative living standards associated with the minimum wage and the
minimum benefit level.

An active labour market policy
An active labour market policy can contribute to the achievement of a

higher labour force participation rate by providmg the unemployed and
women re-entering the labour market with a means for facilitating entry or
re-entry into the labour process. A preventive labour market policy directed
towards the employed can help prevent new unemployment and (further)
qualitative discrepancies in the labour market. The essence of an active
labour market policy consists of enabling the unemployed and women
re-entering the labour market to obtain qualifications for which there exists
demand in the labour market.
In this respect training and work-experience placements are indispensable.
Counselling long-term unemployed talks can also play an important part.
It could provide both regular guidance and an individual approach. At
present no regular guidance is provided in practice; counselling is meant to
be provided on a customized basis but the lack of adequate manpower
facilities - especially work-experience placements in the market sector mean that so far little has been achieved in this respect. The present policy,
which aims to provide a coherent set of measures for young people, needs
to be complemented as rapidly as possible by coherent measures for
unemployed persons aged over 27. In this respect it is necessary for the
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market sector, in particular, to provide a large number of training and
work-experience placements. Since a considerable number of unemployed
persons already are provided with opportunities for suitable employment,
suitable training or suitable work-experience, it is recommended that the
social security sanctions policy be intensified. It would also bt: possible for
the concept of suitable employment to be expanded. Moreover earnings
from employment could receive preferential tax treatment in relation to
social
benefits by increasing the personal tax allowance for such
earnings. In addition market principles should act as the guideline in the
organization of official training schemes. This means that employment
exchanges should not have a dual responsibility: advising the unemployed on
the most appropriate forms of training on the one hand and managing
training institutes on the other hand. Finally an active labour market policy
should also be directed to those recipients of disabiity and sickness benefits
who are actually capable to work.
Recurrent employment
Recurrent employment is concerned with regulations to promote regular
training as an integral element in people's employment careers, and with
such regulations as parental and nursing leave which enable the
combination of parenthood and paid employment.

During the 1990s a coherent and sustainable system of vocationally oriented
recurrent education and training should be instituted for the employed and
for those seeking work. This should be organized primarily through
collective bargaining and might consist of a system containing three
elements.
1.

Employees lacking minimal vocational qualifications would be provided with
the opportunity of obtaining them. The same would apply to the
unemployed and labour market (re-)entrants, who would thereby obtain a
right to an apprenticeship contract.

2.

The unemployed and (re-)entrants with basic qualifications or seeking some
other form of qualification would be enabled to receive training or follow
courses which hold out a prospect to find employment. This would also
apply to disabiity beneficiaries and relevant sickness benefit claimants.

3.

At one or more points in their career employees would be provided with
the opportiidy of taking time off without loss of pay and/or job for the
purpose of further vocational education or retraining. Such training leaves
could be an issue in collective bargaining.
Apart from recurrent education, parental leave also forms an integral
element of a society with an increasing labour force participation among
women. The Council intends to examine whether it would be possible to
boost labour force participation by means of paid parental leave as already
exists in government. Paid parental leave could be a supplement to the
recent legislation providing for unpaid parental leave of six months.
Childcare leave would for the present be a suitable subject for collective
bargaining.
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Females
In the Netherlands only 1-2% of children aged 0-4 years are looked after in
day-nurseries. Inadequate child-care facilities, including after-school care,
probably forms the single most significant obstacle to employment outside
the home for women with children. Speeding up the government's plans to
provide child-we facilities does not seem possible as these have already
run into accommodation and staffing constraints. After 1992, however, the
level of child-care facilities will have to grow further. Allowing for an
annual increase in the labour force participation of women of an average
1.5 per cent, such facilities will need to grow by at least 3-4 per cent a year.
Both the social security provisions and the income tax arrangements provide
facilities for single-breadwinner households. Examples include the
non-contributory status of dependent partners in the national insurance
schemes (old age pensioners and widows' and orphans' benefits) and the
Sickness Benefits Act. The transferrable personal tax allowance is also a
breadwinner's facility. If one partner does not make use of his or her
personal tax allowance, this can then be transferred to the other partner,
thus meaning that the tax benefit is not lost if people are not in work. On
the one hand these facilities enable women to withdraw from the labour
market but conversely they mean that the acceptance of a job generally
does not have major income consequences. In particular, the abolition of
the transferrable personal tax allowance (thus providing for the individual
assessment of taxation) would provide a significant incentive for women to
take a job. Provisional calculations by the Central Planning Office indicate
that this measure could generate an extra 100,000 women in the labour
force. Such a measure would of course also affect the distribution of
income. While the measure would have no consequences for single
householders, two-income families would benefit while single breadwinners
would be penalized. At the lowest income levels the loss would be around
8 per cent.
To begin with, compensation for abolishing the transferable personal tax
allowance could take place by means of an increase in child benefit, which
rises with the age of the child and its place in the family. It would be
possible to even out child benefit from the first to the seventh child at a

level in excess of the current amount payable for the fifth child. On top of
this the differentiation according to age may be eliminated. Apart from the
material expenditure on children, child benefit would then also meet a part
of the costs of maintenance. These changes would mean that the loss of the
transferrable personal tax allowance in single-income households with one,
two or three children and an income up to modal level would be
respectively three quarters, wholly and more than wholly offset. For higher
income families the effect would be somewhat less favourable.
To avoid an excessive drop in income in households without children, the
transferrable personal tax allowance could be gradually abolished, for
example over a ten-year period. For many people, this would mean that the
drop in income would be negated by general wage trends or changes in the
household composition, while the dependent partner would, if so desired,
have time to enter the labour market. The abolition of the transferrable
WORK
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personal tax allowance could also reduce the incomes of benefit claimants,
including pensioners, on account of the 'net-net linkage'. In order to prevent
this the net-net linkage point could be reset. The social minimum could for
example be linked to the income of a two-income household in which both
partners earn half the minimum wage, instead of the income of a
single-income household on the minimum wage.
The elderly
The by international standards low participation rate of elderly people, both
male and female, is related to the voluntary or involuntary early retirement
under disability, unemployment and pre-retirement schemes. In the long
term a structure needs to be devised in the Netherlands in which it once
again becomes customary for the elderly to remain in work until the age of
65. Part of those nearing retirement could spend their final years in
part-time employment, for example in a second career. Those who so wish,
should also be facilitated to continue working for a period beyond the age
of 65.
There are various ways in which this could be officially encouraged. In line
with the practice of the Public Servants' Superannuation Fund, occupational
pension funds could introduce 'stepdown' arrangements for pension
purposes to permit downward mobility (i-e. demotion) within a company
without undue loss of pension (the latter generally being based on a
finalpay formula). Such provisions would be an important element in
company and institutional personnel policies that take due account of age,
thereby providing an alternative to early retirement. It is possible that an
even more fundamental change may be required consisting of the
replacement of the present final-pay system with an average-pay system
based on the indexation of accumulated pension entitlements. In addition
the possibility of introducing flexible pension arrangements certainly
deserves further investigation and attention. In the short term the social
partners and the government as employer could introduce part-time

pre-retirements schemes. This would si@cantly

extend the options for

employers and older employees. Finally it is important to prevent
employment disability.
Disability
As is well known, the Netherlands, compared with other countries, has a
high rate of sickness absenteeism and a relatively large and steadily growing
number of disability beneficiaries. These factors have contributed towards
the low labour force participation rate. The situation as such requires a
stabilization or reduction of the volume of disability. The agreements
reached between employers' and employees' organizations and the
government in the 1990 Autumn Consultations provide no such certainty.
A proper policy would need to tackle the various stages in the process in

which people quahfy for disability benefit. In principle employees qualify for
disability benefits (WAO) after drawing sickness benefits (ZW) for a
twelve-months period. A distinction may be drawn between preventive
policies, aimed at reducing the inflow under these schemes, and curative
policies, aimed at enlarging the outflow from the disability benefit
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arrangements. The former may be further separated into primary preventive
policies, aimed at reducing long-term dependence on sickness benefits, and
policies of secondary prevention, aimed at reducing the number of people
passing on from the Sickness Benefits Act to the disability schemes. An
analysis of the disability problem indicates that only a coherent package of
policy measures can achieve the desired effect; isolated measures will not be
sufficient. In addition the cultural climate surrounding the disability regulations will need to change, which can be encouraged, if not imposed, by policy
measures. A large number of the policy options specified below would be
fully consistent with existing legislation, but others would require
fundamental amendments to the law. This will take time and further
examination. A relevant option is a change in the disability criterion in the
regulations (i.e. the replacement of the loss-of-earnings criterion by a
capacity-for-work criterion). Another option is to take into account the
employment history of the individual in the disbursement of disability
benefits. This is the case in various other EC-countries.

In terms of primary prevention, policy options not requiring fundamental
legislative amendments and thus fit for introduction in the short term are as
follows:
improved utilization of the Working Conditions Act;
improved enforcement by the Factory Inspectorate of the Factories Act;
differentiation of the Sickness Benefit contributions per company (affecting
the behaviour of companies and institutions) and the introduction of a
personal risk component for employees, operating negatively as well as
positively;
tightening the sickness notification procedures for companies and
institutions;
a more active supervisory and initiating role for the industrial medical
services;
requirement for a medical certificate to support sickness absenteeism;
designating the handicapped as a target group in the act to promote
employment opportunities previously proposed by the Council., this would
also provide an alternative to the quota provisions in the Employment for
Handicapped Workers Act, under which companies and institutions may be
obliged to employ a certain percentage of disabled people.
Secondary prevention includes the following measures:
reintegration activities during the sickness benefit period: after six weeks the
company doctor or the industrial medical service should take the initiative;
after three months a return-to-employment plan should be drawn up; after
six months the individual in question has to be referred to the Joint Medical
Service (GMD), whose responsibilities include disability assessment, so that
reorientation may start towards a new job, a training or a work-experience
placement with the same or a different employer;
the concept of 'suitable employment' in the regulations could be expanded;
disability benefits should in the first instance be paid on a temporary basis;
more critical implementation of the General Disablement Benefit Act
(AAW) and the Disablement Insurance Act (WAO) (including a
requirement for a second medical opinion) and improvement of the
communication between the medical professions in question.
WORK
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With respect toqcurative policy, the Council proposes the introduction of an
active labour market policy, aimed at all disabled persons deemed capable
of employment. The arrangements should also extend to certain long-term
ill individuals, while employees in sheltered employment should also be
entitled to use the facilities. In line with the arrangements for the
reorientation of the long-term unemployed, each person's employment
potential should be analysed and consideration should be given to the forms
of training and work-experience that would improve the prospects for
gaining employment. It would be essential for such counselling to be
provided on an individual basis. Organizationally, an active policy would
best be implemented by means of cooperative arrangements between
industrial insurance boards, the Joint Medical Services and the regional
employment exchanges (RBAs).
Conclusion
Given a coherent and effective set of policies, the 1990s could be a decade
of rising labour force participation. In these circumstances the road to
greater prosperity would not be primarily a matter of wage increases but
- in line with the trend in society towards greater individualization - for a
larger average number of incomes per household. The burden of taxation
and contributions could be reduced in this way, with positive consequences
for both net incomes and the further growth of employment.
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On 4 September 1990 the Government asked the W R R for a report on
ways of increasing labour force participation. The Government was aware
that the Council had been concerned with this issue for some time. Since an
increase in labour force participation was a major policy goal in the
Government's 'Social Innovation' policy document, there was a need for a
report setting out the policy options in the medium to long term.
The nature, scale and quality of labour force participation in the
Netherlands is a complex issue. In its various guises it marks the current
political debate. From a socio-economic viewpoint, questions such as
unemployment, long-term unemployment, disabiity, labour productivity,
benefit levels, linkages between social benefit levels and the wage level,
training and re-entry demand attention. From a financial/economic
viewpoint the main concerns are the affordability of the social security
system, the size of the public sector and the level of the budget deficit.
Labour force participation is not, however, just an economic issue;
socio-cultural and socio-political considerations are also significant factors.
Questions of poverty, social integration, civic participation and the role that
employment can play in these respects go beyond the purely economic
viewpoint and deserve to be taken into consideration in their own right.
It is this complex issue which is addressed in this report by means of the
relationship between the social and economic dimensions of employment
and labour force participation. The wide-ranging nature of the problem
prompts to caution and restraint, as the issues in question go far beyond the
scope of a single report. As such this report should be viewed as no more
than a contribution to an on-going debate.
The report distinguishes four aspects. First of all, with the future in mind, a
number of elements are added to the usual approach towards employment
and labour force participation. The usual emphasis on economic aspects
needs to be supplemented by an analysis of the aforementioned social
aspects, which are bound up with developments in the labour market and

the welfare state. A new political strategy along these lines forms the
subject of the first chapter.
Chapter 2 examines the special position of the Netherlands with respect to
labour force participation. The comparatively low participation rate is one
of the more stdung deficiencies in an otherwise favourably evolving
economy. Although the trend has now been reversed, the participation rate
in the Netherlands remains below that in most other OECD countries.
Chapter 3 is prospective in nature. The chapter examines the developments
that could take place on the supply side of the labour market and whether
these would be consonant with developments on the demand side. Raising
the participation rate not only appears feasible but would also be opportune
on demographic, economic, social and international political grounds.
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Finally, Chapter 4 translates the new policy vision into policy programmes
aimed at increasing the level and quality of labour force participation. The
discussion has been deliberately confined to specifying the broad directions
in which government policy could head; in line with the fact that the
original report is designed to stimulate debate rather than to resolve an
argument, the proposals have not been spelt out when it comes to concrete
implementation. Here only a short summary is presented of the policy
recommendations.
In order to establish the framework for this report as clearly as possible, a
theoretical observation is in order before proceeding to the substantive part
of the report. This relates to the relationship between socio-scientific
insights and the resultant policies on the one hand, and the labour system
as a more or less closed system on the other. A closed system of this kind
has its own dynamics and, more importantly, develops its own criteria for
assessing what is right and proper and what is not. The result is a
substantial resistance towards new policies, whereby there is a general
recognition of paradoxes and dilemmas while action-oriented change often
comes a poor last.

We find ourselves in such a situation at present and this report is an
expression of it. There is no shortage of paradoxes or dilemmas in the
welfare state. For example, the statement that there are only two kinds of
teachers, the unemployed and the overworked may be something of an
exaggeration, but contains at least a grain of truth. The same applies to the
observation that there is poverty in a wealthy country like the Netherlands,
that unemployment and labour shortages exist side by side; that measures to
combat unemployment have resulted in a reduction in labour force
participation; that the participation rate in the Netherlands is still below the
average for the OECD, but that it has the highest labour productivity per
man-year, together with the US and Canada; that it has the greatest
number of disabiity benefit recipients and the most comprehensive social
security system; that benefits are a form of social justice but also serve as a
pay-off for socially useful energy and tend to block a return to paid
employment; that an excessive burden of work tends to lead to demands for
higher pay rather than pressure for a lower burden of work; that the linkage
of wages and benefits may be socially just but ceases to be so if it leads to
higher unemployment through increased labour costs; that being in receipt
of a benefit may sometimes involve an unjust prohibition on courses of
study and other forms of personal development that could hasten a return
to the labour market; that benefit claimants tend to lose against 'official'
workers even in the informal circuit; that voluntary work in principle is both
good and distorting; that women and minorities are trying to break into the
labour market whereas others do not feel fully emancipated until they can
break free from their dependence on work, and so on.
Although a lengthy litany this is just a small selection from the serious
paradoxes and dilemmas facing the welfare state in the field of employment
and labour force participation. This could give rise to the notion that the
policy resistance referred to earlier could rend official policies impossible or
superfluous. In this way, the 'crisis' of the welfare state could contribute
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towards a tendency to replace the rather naive emphasis on feasibility in the
1970s with an equally as naive underestimation of policy options in the
1990s. Instead of choosing between constructivism and determinism, this
report seeks to avoid such extremes by examining the 'fit' between
consciously formulated policies and the undercurrent of more or less
autonomous societal developments in the labour system of the future.
The report 'A working perspective: labour force participation in the 1990s'
has been prepared by an internal project group of the WRR. The Chairman
was Dr. H.P.M. Adriaamens, a member of the Council, the project
secretary was Dr. WJ. Dercksen, a member of the permanent staff. The
following individuals also participated in the project group: Dr. W. van
Drimmelen (Council secretary) and the permanent staff members K.W.H.
van Beek, J.M. Bekkering, M.G. Blomsma, J.C. Huisman, R.MA.
Jansweijer and Dr. C.W.A.M. van Paridon.
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Labour force participation: a new perspective
1.1

1

Introduction
To date, there has been little tendency to analyse socio-economic issues in
terms of labour force participation. Until recently in the Netherlands,
unemployment has provided the primary frame of reference for
socio-economic analysis and policy. Why, then, this shift from
unemployment to labour force participation? Has unemployment become
less important? On the contrary: even though there has been a noticeable
decline in recent years, unemployment - especially long-term unemployment
- remains at a level that would have been unthinkable 25 years ago. The
advantage of tackling these issues in terms of labour force participation is
that it brings into focus phenomena that have hitherto been neglected. This
approach can moreover contribute toward a clearer view of the rapid
increase in skill shortages in the labour force at a time of continuing high
unemployment.
Labour force participation is not just something different, it is foremost a
broader category than unemployment. Unemployment is just one of the
factors serving to depress the participation rate, other forms 'hidden' or
'desired', are disability, sickness and early retirement. By placing labour
force participation at the centre of attention these other factors also come
more clearly into view. Disabdity, for example, has now become a much
larger problem quantitatively and qualitatively than officially registered
unemployment. Having an active labour force of about 6 million people, the
Netherlands appears to be well on the way towards a million registered
disabled persons: as such this aspect cannot be omitted in any analysis of
socio-economic issues.
The concept of unemployment suffers from the further disadvantage that it
fails to address socio-economic considerations. All unemployment statistics
- at least five by now - are calculated on the basis of a problematical but
not yet problemitized category known as the 'labour force'. Deciding who
do and who do not form part of the labour force depends in part on the
socio-economic context. If it is considered normal for women not to work,
the labour force will be small and the unemployment figures will relate only
to that limited element of the population; if by contrast female employment
is socially and culturally accepted in the formal labour circuit, the labour
force will be large and the unemployment figures will relate to a
substantially larger proportion of the population.
International comparisons of unemployment figures tend to ignore such
socio-cultural differences and therefore provide an unreliable picture of the
employment situation in a given country. In addition, recent measures to
combat unemployment have in fact been designed to reduce the size-of the
labour force: while this flatters the overall picture (because the unemployed
are eliminated from both the denominator and the numerator) it does not
alter the reality of employment and labour force participation.
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The figures presented in Chapter 2 will reveal that substitution of labour
force participation for unemployment casts a different light on the
international socio-economic position of the Netherlands. This shift in
emphasis results in different questions being asked, in a broader debate and
in new responses.
Before tackling the actual subject-matter of this chapter a short introduction
of the main concepts is in order. These concern the central notion of labour
force participation, as well as the relationship between this concept and the
notion of full employment. Finally the chapter briefly examines the
prospective nature of the study.

Labour force paiticipation
This report is concerned with the level of labour force participation in the
Netherlands. Formulated in brief the problem is as follows: how can the
labour force phkipation rate in our counby be judiciously increased! By
'labour force participation' is meant here the active participation in the
labour process in the form of an official job or self-employment. The
'labour force participation rate' refers to the percentage of the population
aged between 15 and 65 actively taking part in the official or formal labour
process. It is, therefore, the 'net participation rate' (sometimes known as
the activity rate); unlike the 'gross participation rate' it does not embrace
the unemployed.
Since the mid-1950s - when the welfare state came into being - the net
participation rate has gradually declined in the Netherlands. This trend was
not finally reversed until the second half of the 1980s' thanks primairily to
the growing level of part-time employment. The present level still is several
percentage points below the 1%0 rate.
The question that immediately arises concerns the problematical nature of
the level of and shifts in the participation rate in the Netherlands. Is there
in fact a problem? The question is not wholly redundant, even though no
one would deny that the scale of both registered unemployment and
disability in the Netherlands is much too high. Combined with hidden
unemployment and other forms of non-participation, this means that by
international standards the Netherlands has a low participation rate,
particularly when measured in man-years. But, as we have seen, this need
not be a problem in itself. In terms of the 1970s 'leisure society' it might
even be regarded as an accomplishment. Similarly in terms of the
family-centred philosophy of the 1950s and l m s , a low level of labour
force participation generally did not form -a problem, as long as there was
sufficient employment for breadwinners; a country was regarded as
'affluent' if it could permit the maximum number of women, children and
elderly people to remain outside the (industrial) labour system. Seen in this
light it also becomes understandable that 'full employment' was achieved in
this period at a relatively low participation rate l.
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Nevertheless the low labour force participation rate in the Netherlands is
the central problem in this report. For a number of reasons, the Council
considers a low participation rate a key problem in the present-day welfare
state. There are economic reasons that necessitate an increase in labour
force participation 2. Apart from widespread unemployment and large-scale
disability - in themselves clear reasons to seek an increase in the
participation rate - skill shortages have begun to recur in the labour market.
A low participation rate appears compatible with both a high level of
unemployment and an increased risk of labour market shortages. Another
reason why an increase in the labour force participation rate is desirable
from an economic perspective is related to the increasing importance of the
'human capital' factor. 'Human capital' stands for the body of investment in
people, education, training and work experience, which make people more
versatile or productive than whithout such investment. It is not acceptable
for the investments made on this front by the individual and society to
remain idle. Formerly this applied almost exclusively to men, but now it
also applies increasingly to women. One may wonder whether costly
investments in education, training and work experience are compatible with
a persistently low labour force participation rate among women.
An increase in labour force participation is also desirable on demographic

grounds. The ageing of the population and falling number of young people
will add to the difficulties of financing social security, especially where this
is done by charges on labour. The absolute and relative increase in the
number of old people will exert an upward pressure on public expenditure
with a corresponding decline in the tax base for such expenditure.
Also important are the social factors. Increasingly it appears that the social
component of labour force participation has been unduly neglected in
recent years. Employment was and is one of the most important distributive
mechanisms in a modern society and hence one of the main routes to
broadly-based social participation; directly or indirectly, employment
distributes money, power, respect and happiness. In recent decades, the
notion that that role could be taken over by other 'institutions', like leisure
or social security, has been tested to the limit with few positive results. It is
therefore time to re-examine the role of employment in the processes of
social participation and integration.
At least in one respect, the outcome of the analysis in this report could not
be clearer: increasing the labour force participation rate to a level of 'full
employment' consistent with the present times should in the Council's view
be one of the main objectives and principles of socio-economic policy.

This statement calls for elaboration. In the first place the statement
amounts to a 'reconfirmation' of 'full employment' as an objective of
socio-economic policy. In itself this may come as little surprise but it can do
no harm to rebut the increasingly voiced suggestion that the aim of full

For a more detailed and comprehensive discussion of these economic arguments for an
increase in labour force participation see Chapter 3 of this report.
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employment is outdated. This standpoint is more than amply documented in
this report. Secondly, it may be noted that the participation rate required
for full employment in the future will not only be higher than at present but
also higher than in the period of full employment during the 1950s and
1960s. That expectation is also documented in this report, in addition to
which it is desirable on economic, demographic, socio-cultural and
socio-political grounds for labour force participation to increase. In this
respect it is of course important to establish how high the 'labour force
participation rate adapted to the present times' should be. This report
adopts a pragmatic approach. The labour force participation rate should
certainly not be boosted to the highest possible level at any cost, as that
could threaten other values and objectives and would take too little account
of established rights and entitlements. Given the present participation rate,
however, such dangers are still far-off.

This brings us to the policy dimension of the above statement: increasing
the labour force participation rate presupposes policy action. Although we
have learned to scale down our expectations of what policies can achieve, an
international comparison reveals that socio-economic policy choices
(including also the organization and funding of the public sector) exert an
independent influence on the labour force participation. on the basis of
that international comparison this report formulates various ways in which a
higher labour force participation might be achieved.
Full employment

Full employment was regarded as the principal aim of socio-economic
policy as early as the 1950s. Implicitly, this suggested that there was a fmed
point at which employment in a country could be regarded as 'full'. No such
point exists, however, if only because the size of the labour force can rise or
fall due to changing socio-cultural circumstances, including changing
household formation patterns. A rise or fall in unemployment need not,
therefore, always indicate a change on the demand side of the labour
market but can equally be 'caused' by demographic or socio-cultural
changes on the supply side of the market.
A reduction in unemployment does not necessarily mean an improved
prospect of employment (since categories of unemployed persons can be
defined away) while the opposite also applies (i.e. as the labour market
picks up, the additional inflow of those seeking work can be so great that
net unemployment remains unchanged or even rises). Both phenomena
have occurred in the 1980s. This drawback disappears if the labour force
participation rate is used. A rise in this figure necessarily means that of
every 100 individuals aged between 15 and 65, more have found work. In
order to obtain a true understanding of what is going on in the field of
unemployment, it is therefore necessary to look not just at the rate of
unemployment but also at the participation rate.

The participation rate at which the objective of 'full employment' is
achieved is therefore variable. In the 1960s' when that objective was so fully
achieved that 'guest workers' had to be imported from the Mediterranean
region, the participation rate was no more than 59 per cent. This means
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that of every 100 persons aged betweel. 15 and 65, 59 officially had jobs. In
1985 France and the Federal Republic of Germany had the same
percentage with mass unemployment. There can be no clearer indication
that economic developments and circumstances also affect the level of
unemployment and employment: the widely held breadwinner and family
philosophy of the 1950s and 1960s meant that full employment could be
achieved at a relatively low participation rate. It also becomes clear that
contemporary developments, such as individualization, make it difficult to
achieve full employment, in that an ever increasing participation rate is
required in order to achieve full employment.
The uncertainty about the attainabii of full employment in a
post-industrial society has led to uncertainty concerning the role and
significance of labour in society. The fact that the Netherlands would ever
have to grapple with such high rates of unemployment and disability would
have been unthinkable in the 1960s. Now that this has not just become a
fact but that there is widespread uncertainty as to whether policy measures
can redress the situation it is possible that the traditional priority attached
to the provision of employment could itself be challenged.
Such development would be unacceptable. The Council regards the low
participation rate as the Achilles' heel of the Dutch socio-economic system.
Moreover it regards a high labour force participation rate as an essential
element of a modem democratic society; for the individual, the ability to
participate in productive employment is one of the leading preconditions for
proper citizenship. This is not just a matter of expanding the quantity of
employment but, more particularly, of taking into account the quality of
both demand and supply.

The welfare state and the future of work
If the welfare state is to cope with future developments this will necessarily
entail a detailed analysis of the role of work in those developments. Like
any survey of future developments, this is not a straightforward matter.
Making pronouncements about the future is always risky and challenging;
this applies all the more at a time when attitudes are subject to rapid
change and obsolescence. Extrapolations based on our assumed
understanding of the present, often prove wide of the mark, even in the
short term. This may be because the future is essentially capricious or
because our assumptions about the present later will prove unfounded.
Nevertheless, the inescapable necessity of implementing policies involves an
understanding of what might take place in the future, of interacting
tendencies and of the emergent possibilities and prospects for new policies.
And since there is no better frame of reference than the present and the
past, it is a matter of building on these as effectively as possible.
The future is a broad concept and the way in which we handle its intrinsic
uncertainty depends heavily on the 'proximity' of the future we are dealing
with. In the case of the short term, our understanding of the past and
present forms a ready point of departure and it is possible to examine the
implications for the future of a continuation of present trends. In the long
term, the margin of uncertainty becomes greater and the value of
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prospective research is considerably reduced by the barely foreseeable
breaks in the trend. Nevertheless: "the success of a survey of the future does
not depend on the accuracy of a prediction but on its usability in policy
terms and on the contribution it can make towards building up a
constructive vision of the future. The value for policy of future research lies
primarily in the identification of uncertainties and possibilities. This means
throwing greater light on prospective developments that might be regarded
as either desirable or undesirable and hence in need of prevention. Insights
of this kind can also help increase policy robustness, i.e. policies capable of
dealing with divergent circumstances" 3.
This report concentrates especially on the final decade of this century. Here
again the uncertainties are substantial and we need to develop the soundest
possible insiit into the dynamics of current and recent developments.
1.2

Background

1.2.1

Grounds for this report
A report such as this does not emerge from nowhere. During the 1980s,

long-term unemployment and disability in the Netherlands were on such a
scale and so persistent as to call for a reconsideration of work and, in
particular, full employment. Now that, in addition, skill shortages are
emerging in the labour market a more detailed examination of the entire
question of labour force participation can no longer be put off.
Following the Second World War there was a general conviction that the
unemployment of the 1930s had to and could be avoided. Initially, full
employment was deemed attainable by means of Keynesian methods and
came to be regarded as axiomatic in the 1960s. As such it was readily
elevated into one of the principal objectives of socio-economic policy and in
the 1950s full employment was codified as such. Several decades later, in
1983, at the very point when the axiomatic nature of full employment was
swept aside by the wave of mass redundancies, the objective of full
employment was even enshrined in the Dutch Constitution. Reflecting the
times, the formulation was a cautious one: "The promotion of full
employment is the object of government concern". Given the persistence of
unemployment and the increasingly clear signs of a fundamental
restructuring of the economy on a more radical scale than in preceding
years such caution was understandable.
Since then, the unemployment figures, after rising steadily in the first half of
the 1980s, have begun to ease again and employment, particularly in terms
of the number of economically active people, is clearly r i s i . Measured in
man-years, however, the increase is less marked. Moreover, an almost
unabating stream of people is claiming disability benefits, with the numbers
threatening to pass the one million mark in the foreseeable future. This
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does not just impel to concern but has Ilghtly been condemned as a
political scandal.
The background against which the problem addressed by this report has
been analysed has been broken down into three elements: the ratio between
economically active and inactive persons and the associated burden on
social securiq, the on-going restructuring of the economy in the direction of
a technological and knowledge-intensive post-industrial age; and the
continuing process of individualization in which an ever-growing proportion
of the population turns to the labour market. These factors, then, form the
backdrop against which the problem of labour force participation in the
Netherlands needs to be viewed.
12.2

Economically active and inactive persons; employment and social security
Apart from the 'official' socio-economic objective of full employment a
further financial/economic aim has been pursued politically: a reduction in
the volume of social-security spending. Especially in the last decade this aim
has been formulated with increasing vigour. The so-called crisis of the
welfare state first emerged as a financial/economic crisis focussed on the
level of social-security spending. The affordability of the increasing claims
on social insurance facilities and schemes was questioned and formed one
of the reasons for the government expenditure review programmes in the
1980s. The past 30 years have seen a substantial rise in the number of
benefit claimants. Whereas the figure in 1960 was just 1.2 million, by 1985 it
had risen to 3.77 million and in 1990 it exceeded the 4 million mark. The
ratio between employed persons and benefit claimants, i.e. between the
economically active and inactive, therefore changed substantially during that
period, from 3.4 in 1960 to 1.3 in 1984. Since that time, however, no further
changes have taken place in the ratio up to 1990, and no further changes of
any sigdicance are anticipated in the next few years. If old-age pensioners
are left out of account, the distortion in the ratio becomes even more
dramatic: whereas each benefit claimant in 1960 was matched by nearly 13
employed persons, the figure since 1985 has fallen to under three. Looking
further to the future, the ratio will once again come under pressure with the
ageing of the population.

Naturally these developments have boosted the volume of spending
conciderably. Until 1960 social security spending amounted to no more than
10 per cent of net national income, whereas in 1985 it had risen to nearly
29 per cent. In the second half of the 1980s, however, this figure too has
stabilized and now stands at 28 per cent.
This raises questions about the dynamic relationship between the labour
force participation rate and the volume of benefits. The question has
particular force since the Netherlands deviates from other countries in these
respects. The fact that this is not a matter of straightforward mono-causal
relationships but of complicated patterns of mutual interaction requires
little further explanation.
The question of the volume of social security spending has also been very
much in the forefront of attention in the last decade from a different
WORK I N PERSPECTIVE

viewpoint. The trend towards individualization in society - on which more
later - is a socio-cultural and demographic undercurrent of which no
account has been, or could be, taken in the organization of the social
security system. Until recently the social security system was largely geared
to the traditional family household. Now that there is a wider variety of
household types the automatic nature of that relationship is being called
into question.
The process of European integration has also directed attention to the
volume of Dutch social security spending. In the meantime it has become
clear that a 'harmonization' of the various systems of social security is
certainly not an isolated policy matter. On the assumption that the scale
and organization of a national social security system is not independent of
the national labour force participation, the Council should like to emphasize
that harmonization of social security systems presupposes an approximation
of labour force participation rates.
12.3

Shifts in the quality and quantity of employment: the restructuring of the
economy

Computerization has led to changes in traditional paid employment and the
seemingly realized ideal of full employment is no longer, or barely, being
achieved in most Western countries. Also, the nature of labour demand
appears to be shifting: increasingly, highly trained workers are sought and
those lacking adequate training run an increasing risk of being excluded
from paid employment. The gradual shift in employment currently taking
place within and between sectors in the direction of 'knowledge-intensive'
work is beginning to exert a major influence on both the quantity and
quality of employment.
The industrial economy of the 20th century has undergone a process of
change in recent decades. Since the Second World War the evolution into
what is sometimes termed a 'post-industrial' society (a term which is apt,
erroneously, to arouse the impression that industrial activity has ceased to
be important) has continued vigorously, although more rapidly in some
countries than in others. As part of this process, science and technology
have radically changed the face of work. In broad terms this amounts to a
shift in work based on human muscle power to work based on human
mental capacity. Computerization has not just reduced industrial labour
demand (except, it may be noted, for the second half of the 1980s) but has
also changed the quality of (industrial) work. Old industries have died out
and totally new ones have arisen. Side by side with, and to some extent as
an extension of, manufacturing industries, tertiary and non-profit industries
have evolved. Since around 1970 the latter categories account for over half
of total employment (measured in man-years) in the Netherlands, and for
precisely two thirds in 1987. Employment in the manufacturing sector now
accounts for only 27 per cent of the total volume of employment, and
agriculture for just 6 per cent.

This decline in the manufacturing share in employment is not just a matter
of technological change. On the one hand there has been a growing demand
for services, which has squeezed the relative share of industrial employment.
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On the other hand the increasing industrialization of the Third World has
led to a further decline in induskid employment in the West, thereby
accelerating the emergence of the post-industrial society. Industrial activity
itself has also become more knowledge-intensive, thereby placing new
demands on training and education levels. Taken in conjunction with
developments in the tertiary and non-profit sectors, the result has been to
erode the relative share of employment in unskilled professions. Whether
the relative share of industrial employment will be further eroded during
the 1990s is hard to predict.
1.2.4

Changing household patterns: individualization
Apart from striking shifts in the nature and scale of employment, radical
changes have also taken place in the field of household formation. These
changes have had major consequences for both the production and the
consumption side of the economy. The trend towards individualization has
meant that families in recent years have generally become smaller, that a
shift towards a more equal sharing of tasks has taken place within families,
that all sorts of new forms of primary relationships have evolved and that
the number of one-person households has grown strikingly. This has placed
the traditional breadwinner structure of the labour economy under pressure
and a movement towards a more individualized employment and wage
structure may be observed. Categories of persons who previously entered
the labour market on only a very limited scale (and, given that prospect,
underwent only limited education and training) are now anxious to apply
their educational qualifications in the formal labour system. The signs are
therefore that the supply of labour will rise .in the next decade in absolute
terms and even more so as a percentage of the potential labour force. The
equal-opportunities aspect of this trend clearly is welcomed by the
government.

This development may be encapsulated in the term- 'individualization'.
There are two aspects to this process, a demographic and a socio-cultural
one. The demographic aspect concerns a trend towards smaller households,
thereby leading to a higher proportion of breadwinners in the population as
a whole and, for that reason alone, to a higher level of resort to the labour
market. Families are growing smaller, one-parent families are more
common and the number of single householders forms a growing
percentage of the population. Little change is expected in this pattern in the
near future. In addition there is the socio-cultural aspect of
individualization. The greater independence and emancipation of large
groups of the population, especially women and young people, have been
recognized in recent decades as a social objective. This has placed the
traditional family and breadwinner philosophy under pressure and has
meant that a gro& number of people are seeking economic independence
by means of work. This trend too is likely to be continued in the future.

Although developments on the demand side of the labour market may have
taken a turn for the better in recent years, this does not mean that the
achievement of 'full employment' in the medium term is assured given
unchanged policies. Developments on the supply side of the labour market
mean that ever larger groups of people are claiming paid employment.
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Women, in particular, are increasingly turning to the labour market and
seeking to promote their economic independence by that means. In the light
of developments in other countries and the gap that has opened up between
the Netherlands and those countries it may be assumed that this catching
up process will continue in the Netherlands in the next decade. At the same
time, there is concern about the growing discrepancies between the
qualitications on offer in the labour market and those being sought on the
demand side.
The restructuring of the economy, the on-going process of individualization
as manifested in new patterns of household formation and the fact that the
socio-economic arrangements of the welfare state have not yet caught up
with this process are the structural tendencies that must be held responsible
for the simultaneous occurrence of official and 'hidden' unemployment.
It is against this background that the Council should like to respond to the
Government's request for advice on ways of promoting labour force
participation. The question is, in brief, where to go from now. It is the
Council's underlying conviction that in the absence of sufficient policies to
promote labour force participation, the low participation rate in the
Netherlands will lead to problems of an economic and social nature. Is
there scope to open new courses and what must be done to prevent
problems from being 'bought off? In the latter case, the structural basis of
those problems are magnified rather than reduced.
Attitudes towards work
Images of the future
A discussion on labour force participation and especially one on the
desirability of increasing the participation rate in the Netherlands, is framed
in a more elaborate vision on the role and sigmficance of work in the past,
present and future. Each specific problem is seen in an extensive context of
this kind, for which reason the underlying vision needs to be examined in
some detail at this point.

Attitudes towards the role of work often emerge the most clearly in images
of the future. A good deal has been thought and written about the future of
work. A striking feature of this body of analysis is the fact that the shape of
the future is generally depicted in negative terms. Work, many studies of
the future seem to be saying, has passed its high-water mark. The view that
work occupies an increasingly subordinate place and leisure an increasingly
important role in society has become virtually a truism, as evident from the
contraction in working hours in recent decades and the corresponding
increase in the amount of leisure time 4. Nor has this just been a matter of
the last few decades; on 1 May 1989 the centenary was celebrated of the
first Labour Day, when the struggle for a shorter working week
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A number of seminal books on developments towards a leisure society appeared in the early
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commenced. The restructuring of the economy, technological progress, the
enormous increases in productivity and the rapid growth in part-time work
are all factors that have ensured major progress towards a reduction in
working hours.
But such a perspective of the future is also one-sided. The notion that the
best thing that can happen to work is its total disappearance, fails to
acknowledge the signdicance of productive work for individual identity and
social integration. Such an attitude is comprehensible only while productive
labour is identi6ed with the physical labour of the industrial age. With the
emergence of a post-industrial society, however, the equation of work with
industrial labour has to a large extent been superseded. For an ever
growing number of workers, the 'labour' aspect of work does not sienify. As
such, the evaluation and condemnation of work on the basis of the historical
form it assumed in the late 19th and early 20th centuries increasingly fails
to do justice to subsequent developments.
Following a brief survey of the sociological research into the individual and
social consequences of work/non-work, the remainder of this section
examines the fundamental view on which the analysis of the problem and
possible solutions in this report is based. Finally, that view is translated in
the last section of this chapter into a revised policy vision.
13.2

Manifest and latent functions of work for the individual
Work fulfills a number of functions for the individual. A good deal of
research concentrates on what people 'miss' once they become unemployed.
A still authoritative study in this area is the one published by Jahoda et al.
in 1933 ', in which the authors drew a distinction between the 'manifest'
and 'latent' functions of work for the individual. The manifest functions
include the provision of income for the individual. The latent functions
include such divergent aspects as the fact that work serves to structure time,
that it generates social contacts, that it can lead to appreciation, self-respect
and self-development and that it provides the citizen with an opportunity to
draw up a life-plan. Notably, a number of the functions designated in the
1930s as 'latent' would now tend to be classed as 'manifest'. The fact that
work and labour force participation have not only extrinsic value (such as
the provision of an income) but also intrinsic value is increasingly evident
nowadays and will be recognized as such by more and more people.

More detailed than the distinction between manifest and latent functions is
that of the four dimensions of work: the expressive dimension, the economic
dimension, the comfort dimension and, finally, the learning-improvement
opportunity. The expressive dimension centres on the question as to
whether people find their work interesting and varied; the economic
dimension emphasizes the importance of income and material securiw, the
comfort dimension underlines the importance of working conditions, and
the learning-improvement opportunity is concerned with the fact as to
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whether the work provides an opportunity for learning- new things and
accepting new responsibiities and challenges 6.
A considerable body of empirical (generally international) comparative
research has now been conducted into these dimensions. The problem of
such research is that it tends to be inconclusive and that the results depend
to a considerable extent on the methodology (i.e. conceptualization and
operationalization). It appears though that the Dutch do not score well
when it comes to 'work-orientation'; not as low as the Britis but below the
West Germans, Belgians, Israelis, Americans and JapanesehS. This may be
surprisii to those who thought that the Calvinist work ethic was typically
Dutch. On the other hand, the same research reveals that work remains one
of the most valued areas of life. Of the five areas distinguished, namely
leisure, work, religion, family and community, work comes in second place,
after family but clearly ahead of leisure, religion and community. In this and
other research
it emerges that in comparison with other people, the
Dutch are not particularly materialist with respect to work but attach
particular importance to pleasant working conditions (i.e. the comfort
dimension). Learningimprovement opportunity does not generally score
high in the Netherlands.
So far research has been examined that compares attitudes towards the
value attached to work in various countries. If we confine our attention to
research related solely to one country, it is clear that work is also regarded
as desirable for its intrinsic worth, i.e. irrespective of its material benefits
(the extrinsic value). Research has been conducted into this aspect by
means of the 'lottery' question, in which respondents are asked to imagine
that they had suddenly wme into a large sum of money (from winning a
lottery or from an inheritance, etc.) so that they no longer needed to work
for their livelihood. Easily the majority of respondents state that they would
wish to keep working. In a study conducted by the Institute for Social
Research (IVA) dating from 1974 the figure was as high as 85 per cent,
although of these the majority would wish to determine their working
conditions themselves. Fewer than 15 per cent opted for not working 9.
A similar result emerged from a study by Drenth and Van der Kooy in 1981
(14 per cent) lo. In foreign studies the figure hovers around 20. Although
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Cf. The Meaning of Work; International Research Team, London, Academic Press, 1987, p. 120.

I

Ibid., p. 84.

I

Cf. Social and Cultural Planning Office, Social and Cultural Report 1980; The Hague, Staatsuitgeverij, 1986.
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NA (Institute for Social Research), Tilburg, 1974, quoted in: WRR, De verdelina en de
waarderin~van arbeid een studie over de ongeliikheid in het arbeidsbestel; (The distribution
and evaluation of work: a study of inequality in the labour system); Preliminary and
Background Studies V4, The Hague, Staatsuitgeverij, 1976, p. 6.
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P. Drenth and R. van der Kooy (1982), quoted in: P. Kampschuur, "Van arbeidsdeprivatie tot
vrijetijd perk", (From labour deprivation to the leisure age), in: Psychologie; vol. 2 no. 9, 1983,
p. 13.
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the extent to which such fictitious situations bear any relation to reality may
be called into question, it would appear that the majority of the labour
force responds to the intrinsic value of work. Similarly the majority of
unem loyed persons take a decidedly negative view of their lack of
work Yl .
A recent study into the long-term unemployed in three urban areas in
Rotterdam, Amsterdam and Enschede revealed a pattern of subtle
gradations in behaviour and preferences 12. The researchers were
particularly interested in the way in which the unemployed handle time,
money and work. To begin with, the research findings indicate that there is
no such thing as a typical unemployed person; the attitudes of the
unemployed - including the long-term unemployed - can certainly not be
lumped together. Based on Merton's well known classification of individual
adaptation responses, the researchers distinguish six types of attitudes. The
first of these consists of the conformists and covers 36 per cent of the
population examined. Conformists continue to seek paid employment and a
higher level of consumption, and in doing so employ the customary means,
such as applying for jobs and visiting employment exchanges. In general
they do not abuse the social security system and take little part in the black
economy. The ritualists (9 per cent) have given up hope of employment and
a higher level of consumption but continue to abide by the accepted
institutional practices. The reb'edsts (25 per cent) do not or no longer seek
work or a higher level of consumption but accept the status quo and make
no use of the formal means and channels for achieving those goals.

These three categories are 'traditional' types of unemployed persons, as also
encountered for example in the work of Jahoda et al. In addition, a number
of more modem unemployment 'types' emerge from the study. In the first
place the researchers detected a group of long-term unemployed whom they
labelled as the entreprenem (10 per cent). These are people who have
continued to seek employment and who also pursue a higher level of
consumption, but who do so primarily by informal and illegal means. The
calculators (9 per cent) are primarily out to increase their level of
consumption and seek to do so by the abuse or improper use of social
security benefits. Finally there are the atonornous (10 per cent), who
heavily qualify or even reject the goals of both (formal) employment and
consumption. These are the cultural rebels, who are active in neither the
formal labour market nor the informal economy and who regard their
benefit as in effect a basic income. For the 'modem' types the
non-participation in employment turns out to be much less dramatic, in the
sense that their individual well-being welfare suffers much less.

]
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Cf. J.W. Becker, Reacties OP werkloosheid; (Reactions to unemployment); Social and Cultural
Studies, No. 13, Social and Cultural Planning Office, Rjswijk, 1989.
H. Kroft, G. Engbersen, K. Schuyt and F. van Waarden, Een tiid zonder werk; e m ondenoek
naar de levenswereld van lanndurin werklozen; (A time without work: a study of the world of
the long-term unemployed); Leiden, Stenfert Kroese, 1989.
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The picture to emerge from these surveys may be summarized as follows. A
high proportion of the unemployed (roughly a third of the total) is
frustrated and disoriented but continues to seek work with a courage born
of despair. These are the 'conformists' in the sense that they do what is
expected of the unemployed: apply for jobs, go to the employment
exchange, etc. For a further quarter of the unemployed the future appears
to have lost all prospect; they can see no way forward. Their attitude can be
described in terms of fatalism, withdrawal and isolation, manifesting itself in
a wide range of complaints, including health disorders. Then there is a
group of unemployed persons (again nearly a third of the total) who are not
really burdened by unemployment, and finally there is a group of nearly 10
per cent that experiences unemployment as something positive. The latter
group is variously described as the 'culturally unemployed' or 'autonomous'
or 'alternative'. Up to a certain point this is an attitude of life designated by
Inglehart as post-materialist 13. Inglehart claimed to detect the vanguard
of a process of cultural change in the 1970s. The 1980s have, however, once
again demonstrated that it is dangerous to discern long-term trends on the
basis of short-term developments.
13.3

The function of employment for social integration and participation
As we have seen, the economic function is not the only one that
employment fulfills for the individual. Much the same applies to the
functions of employment for society as a whole. At this level there is, of
course, also a 'manifest' economic function; labour contributes to national
wealth and prosperity as one of the factors of production. In addition,
however, employment, and participation in employment, is one of the most
important mechanisms for social integration. The classical sociologist Emile
Durkheim noted the social-integration function of employment a century
ago 14. The question of social integration, including the mechanisms for
promoting it, dominated sociological thinking for a large part of the 20th
century. In the 1970s, however, it came to be viewed in a bad light; a
culture which had to provide room for 'the alternative', considered social
integration a contentious term and a sign of the limiting nature of civil
society.

In the 1980s the commentary on social cohesion shifted emphasis, becoming
a criticism of the way in which the welfare state made people dependent.
In particular, this centered on the accusation of 'heteronomy': the system of
arrangements known as the welfare state had developed a curious
mechanism whereby individual citizens found themselves forced into a
position of collective dependence. The evolution of the welfare state had
been at the expense of independent citizenship. The process of growing
dependence was, of course, a very gradual one and differed from group to
group. Certainly those at the 'bottom' of society lost much of their social
room for manoeuvre, but the middle groups also gradually accepted their
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R. Inglehart, The Silent Revolution; chanQing values and political styles amonp western publics;
Princeton. 1977.
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E. Durkheim, De la division du travail social; etude sur I'or~anisation des societes
superieures; Paris, 1893.
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client status. Ideological criticism of the welfare state from both left and
right comes down to criticism of 'heteronomy', i.e. the dependence or
passivity imposed from above on the individual citizen.
Against the background of this criticism of the heteronomy of the welfare
state and the spirit of dependence to which this had given rise, the second
half of the 1980s saw the emergence of the 'responsible society' as a
political response to the future of the welfare state. This approach centres
on the fact that citizens have become excessively dependent on government
provisions. The solution in the 'responsible society' lies primarily in a
greater measure of mutual care, encouraged for example by stimulating
voluntary work. In this context such work is viewed as a significant form of
social participation. The same period saw the development of the vision of
an ' m o b i i welfare state', based on the same notion of an excessive
dependence of citizens on the government. Inherent in the idea of the
'mobilizing welfare state' is the notion that a greater level of social
participation cannot be left to the informal circuit alone, as this would
exceed the latter's powers. According to this view, social participation
would, without the integrating power of the formal labour system in the
background, soon be found wanting; welfare policies lacking a solid
socio-economic basis would lose effectiveness, irrespective of the question
whether such policies were administered by government agencies or
non-governmental organizations. Certainly now that under the impact of
individualization processes the 'mediated dependence'
of the formal
circuit - as this held sway for a long time for the female element of the
population - has come to be viewed in a totally different light, the pressure
for social participation to be realized primarily through employment could
become greater.
This shift in emphasis has been summarized in a number of recent reports
by the WRR under the heading of the ' m o b i i welfare state'. This
concept centres on the question of the way in which the formal system of
the welfare state can be 'mobilized' or, more specifically how the welfare
state can be organized in such a way as to stimulate instead of inhibit active
citizenship and active participation. Under this view, unemployment and
other forms of non-participation need to be combatted primarily by means
of employment, rather than exclusively or chiefly by the payment of benefits
or by more ambitious welfare arrangements 16.
In the latter vision, the ~ i g ~ c a n of
c ecitizenship and social participation is
therefore extended beyond the various areas of 'informal' participation to
the field of formal labour force participation. As in the first vision, citizens-

15]

This concept of 'mediated dependence' has a counterpart in 'mediated labour force participation'; the latter refers to the situation in which women were for a long time represented in the
labour process in a mediated capacity by their menfolk and gained access to social interaction
only through the status of their husbands' employment.
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Cf. Scientific Council for Government Policy (WRR), An Active Labour Market Poliw Report to
the Government no. 33, The Hague, Staatsuitgeverij, 1987 and ibid., lmminrant Policv; Report
to the Government no. 36, The Hague, SDU uitgeverij, 1989.
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hip continues to sim\ify a dual structure of responsibility, in which the active
'performances' of the state are at the same time the rights of the citizen
and the active 'performances' of the citizen give expression to his
democratic responsibility for society. This applied equally to the 'civic
freedoms' of the 18th century as to the 'political rights' of the 19th century.
From the viewpoint of the citizen, these rights and freedoms embrace both
a passive guarantee element and an active opportunities element. However,
in the institutionalization of the social - or 'third' l7 - dimension of
citizenship in the 20th-century welfare state, above all the passive or
guarantee element appears to have been shaped while the active or
'freedoms' element has been distinctly neglected.
For some time, this was offset by the cultivation and encouragement of
informal and/or leisure behaviour. In addition coordination was sought with
longer-standing traditions of voluntary initiative, such as voluntary work.
Both received a significant boost in the 1970s and 1980s, not least because
of the receding employment prospects. In the meantime, however, it has
become clear that it is difficult to generate active citizenship by this means
alone. Time and again it turns out that these 'informal' aspects of
citizenship are also distributed primarily through the formal labour circuit.
Research studies recurrently indicate that a large proportion of individual
citizens' opportunities for participation are channelled through the
allocation mechanism of formal employment. Studies of voluntary work
have revealed that those with a good position in the formal labour circuit
have a much greater chance of 'informal participation' than those outside
that formal circuit. Much the same applies to acquiring a position in the
informal labour market: anyone with a regular job has a much greater
chance of 'grey' or 'black' work than someone without such a job. Formal
labour force participation has therefore consistently played a role in
opportunities for other kinds of participation.
This linkage of formal employment, individual citizenship and social
integration could well become more important in the future. On the one
hand because a growing number of individual citizens are anxious to achieve
economic autonomy and on the other because the integrative power of all
sorts of traditional links is eroding. In these circumstances labour force
participation becomes an increasingly important means of filling the gap.
Put differently, labour force participation - allowing always for new
definitions of what constitutes employment - has become an increasingly
important precondition and manifestation of social participation, cohesion
and individual citizenship.
The discussion about the achievement of social cohesion through
employment has recently come under renewed scrutiny in criminological
research. On account of the tendency to establish simplistic, one-track
correlations, the link between unemployment and crime has become
controversial, even now, it remains difficult to screen sodological research
from emotional prejudice. What has become clear is that there is a
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statistical .relationship between. unemployment and crime. The interpretation
of that link is another matter. The most plausible line of argument would
appear that of the Dutch sociologist Jongman, who asiigns a 'conditional'
causal significance to unemployment. According to Jongman unemployment
breeds situations, attitudes and motivations that 'as it were, prepare the soil
for crime'. Whether or not criminal behaviour in fact takes place depends
on other factors. If these factors fail to bind people to society and people
therefore have little to lose sodally and relationany, the chance of uiminal
behaviour rises correspondingly. Since labour force participation also
regulates other forms of social participation and integration to a significant
extent, the absence of opportunities for employment would appear to
increase the risk of social isolation and hence of crime.
It is also worth considering the proposition that a high labour force
participation rate is a precondition for a democratic society with a mature
citize.nry. It is not so long ago that the wealth of a country was measured in
terms of its ability to sustain as many people as posslible outside the labour
system. Certainly the hardships of industrial wage-labour should not be
imposed on children, and women should also be spared this kind of physical
labour. For women this meant that they ended up en masse in the
house-hold sector and were involved in paid employment only before and
outside marriage. For a long time, the division of labour was 6rmly
supported by the breadwinner/family-centred philosophy and enjoyed
universal support.
Doubts began, however, to be expressed in the second half of the 1%0s, in
line with the changes in the nature of paid employment. While young
people were increasingly staying on at school and going to university,
women were increasingly turning to the formal labour market. On this
occasion this was not just based on industrial necessity and/or the need for
income; emancipation objectives played a major role. Changes in the quality
of employment on offer, with decreasing emphasis on the physical side,
were also important.
A call for higher labour force participation in the Netherlands should not
be judged in terms of the criteria of a previous period. Such a call should
therefore not be confused with nostalgia for a bygone work ethic or even
work duty, or with a disguised strategy to combat antisocial tendencies. The
call for higher labour force participation is instead based on individual

wishes in the sphere of economic independence and self-development and
on social values in relation to integration and participation.

WORK IN PERSPECTIVE
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Labour force participation in the
Netherlands: a wmparlson
2.1

Introduction

Anyone familiar with hiking in the mountains knows the importance of
studying a decent map beforehand in order to establish the best route
between points A and B. This applies equally to those out to scale the
highest peaks or tackle the steepest climbs as it does to those seeking the
easiest route. Even though maps are an abstraction of reality they help the
users to form an impression of what they are likely to encounter. This
enables appropriate measures to be taken, ranging from a change in route
to taking along crampons and ropes.
This chapter fulfih a similar function in this report. The aim is to provide a
clear picture of labour force participation in the Netherlands. This in turn
enables short-term developments in this field to be more accurately
assessed on their merits. This applies both to developments in the event of
unchanged policies and to the possible consequences of all manner of policy
interventions.

2.2

Formal labour force participation in the Netherlands in an international
perspective

2.2.1

Statistics: pitfalls and uncertainties
This section is concerned with the extent to which people perform paid
employment, i.e. the active labour force. It is, to begin with, worth
examining the statistics themselves: what are they concerned with, where
can they be found, how have they been collected, and how reliable are they?
It is customary in cross-national comparisons to assume that the potential
labour force is formed by the population aged between 15 and 65, less the
schoolchildren and students in full-time education. Those aged under 15 are
subject to compulsory education while those aged over 65 are in compulsory
or voluntary retirement. The actual labour force - also defined as the
economically active population - is smaller than the potential labour force
since a number of people are, for various reasons, unwilling or unable to
participate in the labour system. This applies especially to housewives,
students and the disabled. The gross participation rate in persons therefore
consists of the actual labour force divided by the relevant population group.
If unemployment is left out of account, this leaves the active labour force.
The net participation rate in persons is equal to the size of the active labour
force divided by the relevant population group.
The extent of full-time or part-time employment varies considerably from
country to country and over time. By converting employment into man-years
- i.e. into the number of hours regarded as typical for a full-time job in a
particular year - and dividing this figure by the relevant population group,
we arrive at the net participation rate in man-years.
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In addition, the number of hours making up a man-year can vary from
country to country. Comparative international statistics on labour force
participation are published by the Organization for Economic Cooperation
and Development (OECD) l.
In 1987 the Central Bureau of Statistics (CBS) commenced its Labour
Force Survey (EBB), replacing the Manpower Count. The switch brought to
light a number of problems in relation to measuring (i.e. observing) the
number of persons in employment. In 1987 approximately 750,000 more
employed persons were observed than in 1985. This difference was only in
part - approximately 350,000 - attributable to an actual growth in
employment, as measured by the Quarterly Employment Statistics. The
remainder of the increase was due to the fact that the CBS's employment
tally had become more complete; some 400,000 extra employed persons
were registered under the Labour Force Survey compared with the (former)
Manpower Count.

The improved registration is due to the switch from a survey conducted in
the spring to monthly surveys using the CBS's own pollsters, who are more
familiar with the material. Some of the questions were also changed 2. It
should be noted that the Labour Force Survey also includes paid informal
work.
The consequences of the improved registration under the Labour Force
Survey stand out clearly in 6gure 2.1. (The figures are placed at the end of
this chapter.) The tigure shows the development of labour force
participation in the Netherlands between 1960 and 1989, separated into
gross and net labour force participation in persons and net labour force
participation in man-years. The discontinuity in the time-series, expressed in
persons, as occurred in 1987, emerges clearly from the figure. The net
labour force participation rate, expressed in man-years, displays no such

For example OECD, Historical Statistics, 1960-1988; Paris, 1990, OECD, Labour Force
Statistics, 196&1988; Paris, 1990 and OECD, Employment Outlook; Paris, various years.
See CBS, Enquete Beroepsbevolkinp 1987: voornaamste uitkomsten (Labour Force Survey
1987: principal results); Voorburg/Heerlen, pp. 25-26. To take an example, one question was
originally worded: "Do you perform no paid work whatever, even if only for a few hours a week
or for a brief period?" In the Labour Force Survey, by contrast, a positive question was
included: "Do you perform paid work, even if only for one or a few hours per week or for a
brief period?" Partly as a result a greater number of jobs of under 20 hours a week were
recorded. The impression abounds that students with a job on the side.are now much more
frequently classed as employed than hitherto. It is, however, open to question whether such
inclusion is desirable, as these young people are students with a job on the side, rather than
employees in training. For these reasons a more restrictive approach towards the employed
labour force would appear desirable, although this would have the disadvantage that the
definition applied in the Netherlands would then depart from that employed internationally.
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discontinuity as these tigures are based not on the Manpower Count and
Labour Force Survey but on all available sources 3.
In contrast to the present day, part-time work was still comparatively rare in
the 1960s, which is one reason for supposing that the figures on labour
force participation in those years are comparatively complete. This applies
particularly to the figures for 1960 and 1971, which are based on the
Censuses, in which everyone is required by law to provide information. For
these reasons the description of labour force participation trends will
henceforth be based on the years 1%0, 1971 and 1988 or 1989.
In the case of the gross participation rate in persons there has been an
increase from 62 in 1960 (followed by a dip to 59 in 1971) to 65 in 1989.
The net participation rate in persons has barely changed over a %year
period from 61 in 1960 to 58 in 1971 and 60 in 1989. The figure shows that
the dip in first half of the 1980s was followed by a recovery starting in 1984.

In the case of the net participation rate in man-years, however, there has
been a sharp fall, from 60 in 1960 to 57 in 1971 and 48 in 1989 4.
The overall trend saw a slight decline in the 1%0s, accelerating in the
1970s. A recovery set in in 1984, but in terms of the labour force
participation in man-years, this has only partly offset the earlier decline '.
In this respect it has to be reminded that in 1960 a man-year stood at 2,307
hours, while in 1989 the figure was down to 1,740 hours 6. Also striking is
the sharply increased discrepancy between the gross and net participation
rates with the increase in unemployment.
The switch to the Labour Force Survey indicated the importance of
definitions and measurement in determining the volume of employment.
As a result of this change, the labour force participation rate rose at a
stroke by 4 per cent. This may also be regarded as an indication of the
margin of interpretation required in a cross-national comparison, since it is
possible that the scale of employment is also underestimated in other
countries - or, in theory, overestimated. In the case of the Netherlands it
may be assumed that the Labour Force Survey provides a reliable picture

I

See Central Bureau of Statistics, Nationale rekeninnen 1989 (National Accounts 1989); SDU
uitgeverij, The Hague, 1990. According to information from the CBS the figures from 1987
onwards will be revised in the light of the results of the Labour Force Survey. See also CBS,
Arbeidsrekeninpen 1987 (Labour Statistics 1987); SDU uitgeverij, The Hague, 1990, p. 80.
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Following the revision referred to in footnote 3, the figure for 1989 is expected to come to 51.
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The decline is partly related to the minimum school leaving age, which has steadily been
raised, and the falling retirement age. Similar trends have taken place in most other
countries.
See Scientific Council for Government Policy (WRR), Scope for Growth; report to the
Government no. 29, The Hague, Staatsuitgeverij, 1987, and Central Bureau for Statistics,
Statistisch Bulletin; Vol. 48, no. 31, 2 August 1990.
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with little under- or overestimation 7. In addition, it is highly unclear
whether the same thmg is being measured everywhere.
A comparison of labour market surveys in various countries indicates that
the phrasing of the questions - which, as we have seen, can affect the result
- can vary considerably from country to country '. Unfortunately there is
no standardized survey at international level 9.
2.2.2

Labour force participation: cross-national comparisons
Background
This section examines labour force participation in the Netherlands from
various angles. To begin with consideration is given to the number of
persons in employment, subdivided by sex and age. The section proceeds to
examine the impact of part-time employment and the relationship to per
capita income.
How does the participation rate in the Netherlands compare with that in
other countries? Figure 2.2 sets out trends in the gross and net partici ation
rates in persons in the Netherlands and for the average in the OECD Yo.
In both cases the participation rate in the Netherlands in 1989 (i.e. based on
the Labour Force Survey figures) is considerably below the OECD level.
A comparison of the figures for 1960, 1971 and 1988 indicates that the gap
between the Netherlands and the OECD-average initially opened up, after
which it remained virtually unchanged from 1971 onwards. The gross
participation rate for the OECD remains fairly constant, while the net rate
in 1988 is somewhat below that in 1960. The fall in the net participation
rate of the OECD countries during the period 1981-1984 has since been
reversed. On account of the break in the trend in 1987, it is difficult to
establish any pattern for the Netherlands.

The path taken by labour force participation in the OECD is the net
outcome of the various upward and downward movements in the individual
member states. Figure 2.3 sets out the trends in a number of separate

I

From the Labour Accounts 1987 published by the CBS it is evident that the figures in the
Labour Force Survey correspond closely with those drawn from the records of company and
institutions. Table 18 of that publication indicates that there is no reason to suppose that the
Labour Force Survey overestimates the observed active labour force. See CBS,
Arbeidsrekeninpen 1987; SDU uitgeverij, The Hague, 1990.
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Compare for example the labour market surveys of the 12 EC member states, which form
the basis for the Eurostat Labour Market Survey. These labour market surveys are also used
by the OECD. Figures on adjustments in national labour market surveys and the
consequences for the results may be found in the notes on the various countries in the
OECD's annual Labour Force Statistics. See for example Federal Republic of Germany, from
1987 onwards, and Australia and New Zealand, from 1986 onwards.
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EUROSTAT also does no more than to compile the data, collected by the various national
statistical bureaus on the basis of the questionnaires drawn up by those bureaus themselves.
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The weighting is based on the size of the population aged 15-64.
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regions, while Table 2.1 shows the net participation rate in persons for
individual countries in a number of sample years ll.
It may be seen that the trends in the various regions and countries conflict,
with an increase in labour force participation in Scandinavia and the AngloSaxon countries and a fall in Western and Southern Europe.

l 1I

The regions in question are as follows:
- Scandinavia: Denmark, Finland, Iceland, Norway and Sweden
- Western Europe: Federal Republic of Germany, France, Austria, Belgium, Luxembourg
and Switzerland
Southern Europe: Greece, Italy, Portugal and Spain
- Anglo-Saxon countries: Australia, Canada, United Kingdom, Ireland, New Zealand and
United States.

-

The latter group covers the English-speaking members of the OECD. The regions have been
classified on the basis of geographical location or linguistic links. With the exception of Spain
(in Southern Europe) and Ireland (Anglo-Saxon countries) the pattern of participation within
each region is fairly consistent. In this connection see also Table 2.1. The regional
participation rates are a weighted average of the countries in question.
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Table 2.1

Net participation rate in persons, males and females

.-

Country

Netherlands
OECD
Scandinavia

Denmark
Finland
Iceland
Norway
Sweden
Western Europe
Belgium
ER. Germany
France
Luxembourg
Austria
Switserland

Southern-Europe
Greece
Italy
Portugal
Spain
Ang.-Sax.Cntries

Australia
Canada

UX
Ireland
New-Zealand
U.S.
Turkey
Japan
Source:

OECD, Historical Statistics; Paris, various years.

Table 2.1, which sets out the figures for the individual countries and.
regions, clearly shows the differences in level and direction. Some countries,
such as Iceland and Sweden, have a high proportion of persons in
employment (over 80%), while others, such as Ireland and Spain, have a
low participation rate (50% or under). The percentage of employed persons
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in the Netherlands is at present near the West European -average and
virtuany corresponds with that in Belgium and France. In the Federal
Republic of Germany the percentage is somewhat higher.
In some countries, such as Iceland, the United States and Canada, there has
been a sharp rise in labour force participation, while in others, such as
Turkey, Ireland, Spain and France, there has been a sharp fall. The figures
for the regions clearly express the division evident in F p 23: Scandinavia
and the Anglo-Saxon countries have a high and rapidly growing
participation rate, while in Western and Southern Europe the participation
rate has been low and falling sharply. Within the EC, Denmark, the United
Kingdom and Germany lead the field with respect to the proportion in
employment, the Netherlands, Belgium and France form part of the middle
ground and three of the four Southern European countries trail the field.
Consideration has been given elsewhere as to whether the differences in net
participation rates are mibutable to differences in unemployment. This did
not prove to be the case 12. Nor are differences in population structure a
major factor in the net participation rate 13. Similarly it is not possible to
explain the differences in terms of the extent to which people aged over 64
remain in employment 14.
Labour foxe pu?ticiprztlprztlon
by sex
Given that the total participation rate, expressed in persons, in the
Netherlands is at present back to 1960 levels, the question arises as to
whether and in what way trends in labour force participation by sex differ
from the overall trend. Figure 2.4 shows the development of labour force
participation in the Netherlands by sex. It may be seen that the number of
women in employment is rising, while that of men is falling noticeably.
Among males, the net participation rate in 1988 was over 20 percentage
points lower than in 1960, a fall almost M y offset by the rise in the female
participation rate. The result is that the combined net participation rate in
persons is at present at much the same level as it was in 1960, namely 60
per cent. These changes result in the fact that the share of women in total
employment (expressed in persons) has increased from nearly 22 per cent in
1960 to roughly 37 per cent in 1988 15.
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l2]

See C.W.AM. van Paridon, ArbeidsrnahtparMpatie in Nederland: plaatsbepaline in
internationaal perspectief; (Labour market participation in the Netherlands in an international
perspective); WRR,Working Document W47, The Hague, 1990.

l3I

If the population of a country contains a comparatively large number of people aged 1565,
that country will require a lower participation rate for the same level of employment than a
country in which that element of the population forms a comparatively small proportion.

l4 I

For some countries the consequences of this correction are substantial. .In the case of
Norway, for example, the participation rate falls by 8.5 percentage points and for Japan by
3.5 percentage points on account of the large number of people aged 65 and over in these
countries who are still active in the labour market.

l5]

If employment is measured in terms of man-years, the figure for women is 29 per cent.
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To what extent do the labour force participation trends among males and
females in the Netherlands differ from those in other countries? As may be
seen from Figure 2.5, the dominant trend among males is clear: labour
force participation is falling universally. The extent of the fall, however,
varies considerably, from a comparatively limited drop in Scandinavia and
the Anglo-Saxon countries to a sharp fall for most countries on the
European continent 16. Although the participation rate for males in the
Netherlands in 1960 was comparatively high - 5.5 percentage points above
the OECD level - the rate in 1988 was among the lowest, 4.5 percentage
points below the OECD average.
Figure 2.6 reveals that the net participation rate of women in virtually all
OECD countries rose during the period 1960-1988, but that there are large
variations 17. In Scandinavia and most Anglo-Saxon countries there has
been a sharp rise, while on the European continent growth has been much
more moderate 18. The labour force participation of Dutch women is
relatively low, although there has been a considerable rise over the last two
decades, from 28 per cent in 1971 to 44 in 1988.
In virtually all countries there is a discernible link between the labour force
participation rate of women with children and the age of their children. In
addition there are major differences between countries in the extent to
which women with children participate in the labour market. Relevant
figures are provided in Table 2.2. It may be assumed that the provision of
child-we facilities is a significant factor in these differences 19.
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l6]

More detailed figures on the net participation rate in persons of men and women per country
may be found in C.W.A.M. van Paridon, 1990 op. cit.

l7 I

The net participation rate in persons of women has fallen in Japan, Italy and, above all
Turkey (from 73.5 per cent to 42.1 per cent!).

l8 I

A notable high-flyer has been Portugal, where the net labour force participation rate of
women has increased from 19.9 to 42.1 per cent.

l9 I

See OECD, Employment Outlook 1990; Paris, 1990, Chapter 5.
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Table 2 2

Gross participation rate in persons for females, according to
age of youngest child, 1987

Age of youngest child

0-2

3-5 6-13

Netherlands
W. Germany
United Kingdom
Italy
United States
Canada
France
Belgium
Denmark

Source:

OECD, Emdovment Outlook 1990, Paris, 1990, p. 125.

Is there a link between the net participation rates of men and women? It
might be expected that a high net participation rate among males was
associated with a low rate among females, reflecting the division of labour
within and outside the home. Developments over time in the Netherlands
confirm this supposition. A cross-sectional analysis of the figures for the
OECD countries, however, yields a different result. F i e 2.7 indicates a
significant positive association for 1988: the higher the participation rate of
men, the higher that of women. The ligure also clearly reveals the low
labour force participation rates in the Netherlands for both males and
females.
The conclusion to emerge from this section is that the net participation rate
of males in the Netherlands has declined significantly and much more
sharply than the average pattern in other countries. Among females, on the
other hand, there has been an increase in the participation rate. The
present level is close to that in other West European countries. The gap on
Scandinavia and North America, however, has barely narrowed.

Labour force parficipation by age
Apart from sex, age is an important criterion in the labour market. In terms
of age there is a clearly discernible pattern, with labour force participation
first rising and then falling sharply at a later stage 20.
Compulsory schooling and study obligation may be held responsible for the
lower participation rate among youngsters, while sickness, unemployment
and disablement contribute to the lower rate among the elderly.
In some countries, including the Netherlands, there was a twin-peak pattern among women,
starting with a peak at an early age, followed by a dip as they bear children, a further peak
as women re-enter the labour market, and a decline as women leave the labour market with
age. The fact that women with children now generally keep working means that the trough in
the middle period is gradually disappearing.
WORK
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As may be seen from F i e 2.8, a attern of this kind is observable for
both the Netherlands and the OECD .
Three further observations may be drawn from this figure. In 1989 the net
labour force participation in persons for each age group in the Netherlands
is below that in the OECD as a whole, with the exception of the 16-24 years
age group. The low net participation rate in the Netherlands cannot be
attributed to any variation in the age structure of the population or the
labour force, as the difference applies across the board. Secondly, the
Netherlands follow the OECD pattern of a rise in the participation rate in
the 25-54 years age bracket followed by a decline in the 50-64 years and
65+ age groups. Thirdly, the later decline is much stronger in the
Netherlands than in the OECD. In the 1989 figures the participation rate of
those aged 65 and over has been set at zero.

8

Figure 2.9 once again reveals that the increase in the net participation rate
in middle age-bracket in the Netherlands is primarily caused by a rise in the
female participation rate. The figure shows the net participation rates by
age for men and women in 1972 and 1989. Among males the participation
rate falls especially between the ages of 55 and 64. Among females the net
participation rate rises between the ages of 25 and 54, while among younger
and older women the rate remains unchanged.

If the situation in 1989 is examined in closer detail, it may be seen that the
lower net participation rate in each age group in the Netherlands as
compared with the OECD average applies to both males (above the age of
35) and females. Figure 2.10 indicates how large the differences remain
among females or become among males over the age of 55. The net
participation rate for males in the Netherlands in the 55-64 years age group
is lower than that for females in the same age group in the OECD.
It may be concluded that the low net participation rate in the Netherlands
seems to be particularly related to the low net participation rate among
older employees and women. As far as the pattern over time is concerned,
the rise the net participation rate among females at all ages is offset by a
decline among (in particular) older men.
Labour force participation and part-time employment
Another relevant aspect for placing the net participation rate in the
Netherlands in proper perspective consists of the extent to which people are
in part-time employment. So far labour force participation has been
described in terms of individuals, i.e. irrespective of the length of working
hours. By converting part-time jobs into full-time units, the net participation
rate may be expressed in mamyears.

21 I

For the OECD a weighted average has been calculated on the basis of figures for 15
countries, derived from OECD, Labour Force Statistics 1968-1988; Part Ill, Paris, 1990. These
15 countries account for 90% of total OECD employment, so that the figure is reasonably
representative.
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Table 2 3

Gross and net participation rates in the Netherlands in
persons and man-years, 1960,1971 and 1988

Males and females
Gross, in persons
Net, in persons
Net, in man-years

1960

1971

1988

1960-71

1971-'88

62
61
60

59
58
57

65
59
47

-3
-3
-3

-10

98
97
95

89
88
87

79
74
66

-9
-9
-8

-10
-14
-21

26
26

28
28

51

23

25

25

26

2
2
0

6
1

Males
Gross, in persons
Net, in persons
Net, in man-years
Females
Gross, in persones
Net, in persons
Net, in man-years

Source:
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16
1

OECD, Historical Statistics 1960-1988; Paris, and own WRR
calculations.

The marked divergence in the volume of employment, expressed in
man-years, and the labour force participation rate in persons after 1971
emerged already in Figure 2.1. Table 2 3 sets out the trends in the various
measures of labour force participation for males and females for 1960, 1971
and 1988. The figures for the net participation rate in man-years for the
total have been derived from the Central Bureau of Statistics' National
Accounts, while the necessary P/M ratios 22 for males and females have
been calculated from a Central Planning Office publication
and from
the Manpower Count and Labour Force Survey. The figures indicate that
the net participation rate in man-years barely changed during this period.
Among males there is a continuing but decreasing fall. Among women there
has been an increase, but the 1988 level barely differs from that in

47

22 I

The P/M ratio stands for the Persons/Man-years ratio, i.e. the ratio between the number of
people in work and the number of man-years worked by those individuals. If everyone has a
full-time job, the P/M ratio is equal to 1. If on the-other'hand everyone has a part-time jobequal to 50% of a full-time job, the P/M ratio would then be 2.

23 I

J.M.J. op de Beke, Herzienina Trendmatip Arbeidsaanbod 1985-2000 (An Appraisal of the
Secular Supply of Labour 19852000); Internal CPB Memorandum, 24 August 1987.
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1%0 U. In other words, although the number of women in work has
increased sharply, the participation rate in man-years has hardly changed.
This striking divergence between the net participation rate in persons and
that in man-years raises the question as to whether the same applies in
other countries. It could be that countries in which there has been a marked
increase in the net participation rate in persons have also seen a marked
increase in part-time employment, as a result of which the net participation
rate in man-years would be much less pronounced. It would not be illogical
to assume that the participation rate in a particular country will be
positively correlated to the level of part-time employment: the greater the
level of participation in the labour system the more people may be expected
to work part-time in order to leave time for household activities. The higher
the net participation rate in persons, the higher the level of part-time
employment.
Table 2.4 contains figures for 19 countries on the share of part-time
employment in total employment as well as net participation in persons
according to sex 25. The countries have been ranked in ascending order
according to the proportion of part-time employment.
Table 2.4 shows that the volume of part-time employment in the
Netherlands is strikingly high by international standards. Only Scandinavia
(with the exception of Finland) shows a comparable percentage of part-time
employment. This makes the low participation rate in the Netherlands a l l
the more striking. As may be seen from Figure 2.11, the presumed
relationship between the level of part-time employment and the net
participation rate in persons does indeed exist, with the Netherlands as a
remarkable exception 26.

24 I

It should, however, be borne in mind that the 1988 figures are at present being revised by
the CBS. The total net participation rate in man-years is expected to increase by three
percentage points. See footnotes 4 and 5 to this Chapter.

25 I

The OECD does not publish time-series on part-time employment. The figures used here
have been derived from OECD, Economic Observer; no. 158, 1989, statistical annex. The
definition of part-time employment is not standardized.

26 I

For the total the correlation coefficient ( R * ) for this relationship in 1987 comes to 0.38 with
and 0.61 without the Netherlands. The correlation for males and females separately is also
statistically significant, with the Netherlands as the principal 'oddity'.
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Table 2.4

Percentage of part-time workers (PT)and net labour force
participation rate, in persons (LPR), in 1987, for total, males
and females

Total
PT

LPR

Males
PT LPR

Females
PT LPR

Greece
Italy
Ireland
Luxembourg
Finland
Austria
Belgium
France
W. Germany
Canada
Japan
New-Zealand
United States
Australia
United Kingdom
Denmark
Netherlands
Sweden
Norway
Source:

OECD, Economic Observer; 110.158, May 1989 (PT) and
OECD, Historical Statistics 1960-1987; Paris, 1989 (LPR).

For the Netherlands it was noted earlier that the net participation rate in
man-years differs sharply from that in persons. It is now possible to make a
similar calculation for the 12 EC member states 27. The results are set out
in Table 2.5, where the countries have been ranked in terms of the net
participation rate in man-years for the total. While the Netherlands
occupies an intermediate position in terms of the net participation rate in
persons, it is virtually at the bottom of the league, along with Spain and
Ireland, when it comes to participation in man-years. This applies to both
the total and to males and females separately.
Finally there are cross-national differences in the number of hours worked
per man-year. These differences depend on the one hand on the number of

27 I

In contrast to the OECD, EUROSTAT has detailed statistics on the breakdown of employment
by hours worked for the EC member states for 1983, 1985 and 1987. These statistics have
been collected as part of EUROSTAT's Labour Force Survey. On the basis of statistics
supplied on disk, the P/M ratios have been calculated for the various countries. See further
C.W.A.M. van Paridon, 1990, op. cit.
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hours worked per week (with or without overtime), and on the other on the
number of public holidays and absenteeism on account of sickness, leave or
strike-action. OECD figures reveal that there are significant variations
between countries in the average number of hours worked per week 28. In
Japan, for example, a full-time job in 1987 was classified as having 2,253
hours, while in Sweden the ligure was set at 1,654 hours and in the United
States at 1,970. With a figure of 1,755 hours, the Netherlands falls in the
same bracket as West Germany, with 1,732 hours, and France, with 1,787
hours. The average number of hours worked shows a clear decline over
time in all countries.
Labour force pdcipation and per capita national income
The extent to. which countries make use of the potentially available
manpower, in terns of both individuals and man-years, varies considerably.
The question arises at to whether these differences are also reflected in
earned income; it is conceivable that a comparatively low participation rate
would be offset by comparatively high labour productivity.

28 I

50

See OECD, Employment Outlook 1990; Paris, 1990, pp. 19-22.
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Table 2 5

Net labour force participation rate . in persons and
man-years, for the 12 EC member states, for total, males and
females, 1987

Portugal
Luxembourg
Denmark
W. Germany
United Kingdom
Belgium
Greece
France
Italy
Ireland
Netherlands
Spain
EC average

Total
(1)
(2)

Males
(1)
(2)

Females
(1)
(2)

63
65
78
63
68
56
54
59
54
51
58

81
87
84
77
77
69
72
70
73
68
73
65

53
46
72
50
58
44
37
48
35
33
42

50
40

n

24

46

63
62
62
60
56
53
53
53
50
49
47
44

83
86
74
78
74
70

n

68
71
70
65
63

49
41
37
36
33
38
30
27
26

59.0 533

73.0 715

44.9 35.0

98.4 87.8

100.4 912

94.0 73.1

(1) Net participation in persons
(2) Net participation in manyear

Source:

OECD, Historical Statistics 1960-1988;Paris, 1990, EUROSTAT,
Labour Force Survey Luxembourg, 1989, and own WRR
calculations.

Figure 2.12 shows the results for 1987 for the 12 EC member states with
respect to gross national income per head and per man-year 29. The
differences, both between countries and between the two measures, are

striking. Whereas the Netherlands is in sixth place in terms of per capita
national income, it tops the league when it comes to national income per
man-year. France, Italy and the United Kingdom also score highly on the
latter measure. By contrast Denmark and West Germany slide heavily down
the scale when the switch is made from national income per head to
national per man-year.

29 I

The data on income have been derived from the OECD, National Accounts 19661988; Paris,
1990. The incomes are expressed in PPPs (Purchasing Power Parities). Under this system the
various currencies are not converted with the aid of exchange rates but on the basis of
observed price differences between the countries for the acquisition of a standard package of
goods and services.
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As far as known, detailed, comparable data on the number of hours
worked, as required for determining the P/M ratio, are available only for
the twelve EC member states. To enable comparisons with the differing
levels of labour productivity in those OECD countries not in the EC, the
P/M ratios for these countries have been calculated by a different
method 30.

With the aid of these P/M ratios, national income per head, per employed
person, per man-year and per man-hour were calculated. The results are
shown in Table 2.6. By way of comparison the table also includes the results
for a number of EC member states.
Table 2.6

Gross national income per head, per employed person, per
man-year and per man-hour, 1987 (United States = 100)

Income
per hd.

Income
per emp.p.

Income
Income
per man-yr. per man-hr.

United States (in $)
United States
Canada
Netherlands
France
Sweden
Germany
Japan
Source:

OECD, National Accounts 1968-1988; Paris, 1990 and own
WRR calculations.

In relation to the United States the relative position of Canada, West
Germany and Japan varies little if at all wether national income is
measured per man-hour, per man-year, per employed person or per head.
However, other countries - most notably the Netherlands and France climb up the scale appreciably. Also striking is the relatively low position of
both West Germany and Japan. Once again, it should be emphasized that
the figures for the non-EC countries are based on an.approximation of the
P/M ratio.

Data on the scale of part-time employment are published at OECD level. The P/M ratios for
the 12 EC member states have been calculated for the years 1983, 1985 and 1987. On the
basis of 32 observations (10 in 1983 and 1985 and 12 in 1987) the following correlation was
established: P/M ratio = 0.9683 + 0.0101 scale of part-time employment
(95.6) (14.4)
with an R~ of 0.87. Separate analysis for the three subgroups revealed only minor
differences. This correlation was then used to calculated the P/M ratios for those OECD
countries not in the EC.
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Nevertheless, national income per man-year, and certainly per man-hour, is
strikingly
in the Netherlands, suggesting a high level of labour
productivity l. It is not implausible that this high level of productivity is
both caused by and responsible for the high level of long-term
pre-unemployment, disability and retirement. The level of productivity rises
because less productive members of the labour force are eased out since
the high level of taxation and social security charges obliges industry to
attain a higher level of labour productivity.

hip

Conclusion
In comparison with other OECD countries the Netherlands has a low
labour force participation rate. On the basis of the figures for 1988, 59
persons in the Netherlands were in paid employment per 100 inhabitants
aged between 15 and 65. In the United Kingdom the figure is 10 higher, in
the United States 13 higher and in the five Scandinavian countries 19
higher. In France and Belgium approximately the same proportion of
people are in paid employment, while in West Germany the figure is only
slightly higher. In Greece, Italy and Spain far fewer people per 100 adults
work than in the Netherlands and in Portugal far more.
The picture changes considerably, however, if the high level of part-time
employment in the Netherlands is taken into account. This factor means
that the number of man-years per 100 adults in the Netherlands is the
lowest in the EC after Spain and substantially down on that in France,
Belgium and West Germany. Finally, if allowance is made for the crossnational differences with respect to the number of hours worked per manyear, the participation rate in the Netherlands lags even further behind that
in the United States. In relation to West Germany and France the picture
does not change greatly, while the gap on Sweden narrows slightly since a
full-time working week is shorter than in the Netherlands.
The low participation rate in the Netherlands is coupled with a per capita
income slightly above the EC average. The income per man-year is the
highest in the EC. This also applies to income per man-hour. Both these
indicators are close to the United States levels.
The low labour force participation rate is largely attributable to the sizeable

level of unemployment and the low participation rates of women and older
men. The latter is in turn related to the high number of recipients of a
disability allowance. The displacement of labour through unemployment,
retirement and disability strengthens the high level of labour productivity
and vice versa.

31 I

The results presented here are an approximation of labour productivity. No account has been
taken of the contribution to national income of natural resources and capital. Calculations in
section 4.2 based solely on the factor of labour provide corresponding results to those
presented here.
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Figure 2.8

16-24yrs

Net labour force participation, in persons, by age, 1989

25-34yrs

0OECD
Source:

35-44yrs

45-54yrs

55-64Ys

65+ yrs

NL

OECD, Labour Force Statistics 1968-1988; Paris 1990.
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Figure 2.12

Gross national income per head and per man-year in the
'member states of the European Community, 1987
(EC = 100)
Netherlands
France
Italy
United

Kingdom
Luxemburg

Belgium
Denmark
W. Germany

Spain
Ireland
Greece
Portugal

Income per head

Source:

Income per man-year

EUROSTAT, Labour Force Survev; Luxembourg, 1989, and
OECD, National Accounts 1968-1988; Paris, 1990.
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Labour force participation in the 1990s
3.1

Introduction

In comparison with other industrialized countries, the level of labour force
participation in the Netherlands, measured in man-years, is low for both
men and women. While the female participation rate has been rising in
recent years,' the male participation rate has fallen. This chapter examines
likely developments in the 1990s. Is the decline in participation among men
likely to continue and will the female participation continue to rise? How
will the supply of labour develop in net terms? Which factors will play a
role in this respect, and what impact will institutional factors exert? Is a
higher labour force participation desirable in economic and social terms?
And is it possible to influence these processes through political action?
The supply of labour is determined by demographic trends and the rate of
labour force participation. Among other things, the latter depends on age,
education and sex and is influenced by economic, social and cultural factors.
The demographic trends of relevance for the future supply of labour are
discussed in section 3.2.1. Section 3.2.2 examines possible developments in
the supply of labour in the 1990s. A survey of possible developments on the
demand side of the labour market is provided in section 3.2.3, while section
3.3 examines the social and cultural influences on labour force participation.
Finally, section 3.4 sets out the case for political action to increase the level
of labour force participation on demographic, economic, social and
international political grounds.
3.2

Future trends in labour force participation

3.2.1

Demographic trends
In so far as the supply of labour is determined by demographic factors, the
prime consideration is the size of the group deemed capable of participating
in the labour market. In the Dutch context this consists of the 15-65 age
group, i.e. the ages spanned by the minimum school leaving age and the
state pension age. A small number of persons aged over 65 are also in paid
employment.
As may be seen from the left half of Figure 3.1, the demographic trend in
the Netherlands after the Second World War has particularly led to changes
among the younger age groups. (The figures are placed at the end of this
chapter.) Up to the early 1960s the share of 0-19 year-olds rose to 38% of
the total, thereafter falling steadily to 26% in 1989. At the same time the
proportion of 20-44 year-olds rose from 33% to 41%. The share of 45-64
year-olds remained notably constant, and the share of the over 65s rose
steadily throughout the period.
Future demographic trends are set out in the projections of the Central
Bureau of Statistics (CBS). The most recent forecast relates to the period
1988-2050. The figures in Figure 3.1 derive from the middle variant of the
CBS projections.
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Significant shifts in the trend occur during the 1 9 9 0 ~the
~ effects of which
last well beyond 2000. The fall in the number of 0-19 year-olds virtually
comes to a halt. The rise in the numbers of 20-44 year-olds is reversed,
while there is a significant increase in the share of 45-64 year-olds. The
share of the over 65s rises unabated.
Within the group of 20-64 year-olds the proportion of older people (i.e.
those aged 45-54) rises significantly7from 34% in 1990 to 46% in 2010. This
has important consequences for the supply of labour since the participation
is generally higher in the middle groups than among young people and the
elderly; young people are often still in education, while older people have
an increasing risk of sickness and employment disability. In other words, if
the size of the total group aged 15-64 remains constant while the average
age increases, this will have a negative effect on the total supply of labour.

Calculations on the basis of the CBS Population Forecast indicate that,
given the average participation rates per age group in 1987-1989, the gross
participation in persons among males up to 1998 will continue to rise
slightly, after which a small decline will set in. Among females the peak is
reached almost straight away, after which there is a slight decline from 1992
onwards. This means that, given constant participation rates per age group,
demographic factors will cause a slight decline in labour force participation
from the mid-1990s. If efforts are to be made to increase the present - low level of labour force participation, this will necessarily mean an increase in
the participation rates of virtually all age groups.

3.2.2

The supply of labour in the 1990s
How will labour force participation develop in the near future? In this
respect it is instructive to compare a recent Central Planning Office (CPB)
labour supply analysis with a survey of our own l.
The labour supply projections in the CPB study by Manders are based on

estimates of the potential labour force aged 15-64 (excluding non-working

schoolchildren and students) and the anticipated participation rate per age
group, differentiated by sex and level and type of education.
Figure 3.2 indicates that according to Manders' estimate, the gross labour
force participation among both males and females barely changes after
1990 2. If this prediction should be borne out, the gross participation rate
would increase from 59 per cent in 1985 to nearly 63 per cent in the year
2000. Even then the Netherlands would have a low participation rate
compared with many other countries: in the United States the figure for
1988 was 78 per cent, in the United Kingdom 77 per cent and in the
Scandinavian countries 80 per cent.

66

'I

Central Planning Office (CPB), ram in^ arbeidsaanbod 19852000; (Labour supply projections
19852000), compiled by A. Manders, memorandum no. 35, The Hague 1989.

I

The participation figures for the period 1971-1988 are derived from the OECD, Labour Force
Statistics, 1989, Paris, while the forecast presented here for the period 19852000 has been
calculated on the basis of figures in CPO, 1989, op. cit.
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In absolute terms this means that the supply of labour would increase by
800,000 during the period 1985-2000, an increase of 13.6 per cent.
The bulk of the rise takes place in the first five years, after which it tapers
off.

Could the labour force participation rise more rapidly than envisaged by
Manders' study and, if so, within what limits? With this in mind the Council
has made its own projection by way of contrast. This is referred to below as
the 'WRR survey', while Manders' forecast has been labelled the 'basic
projection'.
The development of the labour force participation in persons, in the
Netherlands is characterized by a fall among males, especially in the 55-65
age group, and a sharp rise among females. The WRR survey is based on
three assumptions. The first is that the participation rate among males up
to the age of 55 will no longer change, being as it is at much the same level
as that in neighbouring countries. The same does not apply to those aged
55-65, among whom the participation rate is comparatively low. There are,
however, policy means to influence this figure. The second assumption is,
accordingly, that the gross participation rate of the 55-65 age group will
have reverted to 1982 levels in the year 2000. The third assumption
envisages a 1.5 per cent annual increase in the gross participation rate
among females. Examples of a sharp rise of this order have occurred in the
Netherlands in recent decades, and also in the Scandinavian countries and
the United States. On the basis of these assumptions and taking into
account likely demographic trends, the total gross labour participation up to
the year 2000 has then been calculated.
On the basis of a linear increase in the gross participation between 1990
and 2000, Figures 3.3, 3.4 and 3.5 indicate the development of labour force
participation among males, females and males and females combined. The
figures show both the WRR survey and the results of Manders' study,
together with the labour force participation rates in 1988 on the Continent
(i.e. the Federal Republic of Germany and France), Scandinavia @nland,
Norway and Sweden), North America (Canada and the United States) and
the OECD average.

Figure 3.3 reveals that according to the WRR survey, the male participation
rate in 2000 could exceed the current level on the Continent.
The current OECD average and the North American and Scandinavian
rates are considerably higher again. In order to achieve the OECD average
a further increase in the supply of labour of 178,000 males would be
required, while to attain the Scandinavian and North American levels
increases of 356,000 and 400,000 respectively would be required 3.

I
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Expressed in absolute terms, employment in 2000 would need to be around 4.5 million
persons to reach the OECD average, 4.7 million to reach the Scandinavian rate and over 4.7
million to equal the US rate.
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On the basis of the WRR survey the female labour force would increase by
473,000 in relation to 1990, or 298,000 more females than may be
anticipated in 2000 on the basis of Manders' study 4.
Despite this sharp growth, the participation rate among females in 2000 still
remains just below the current Continental level. The present participation
rates of females in North America and Scandinavia are considerably higher
again. Expressed in persons, an additional increase in the supply of labour
of 195,000 females would be required in relation to the WRR survey in
order to attain the OECD level.
In order to achieve the North American level an extra 800,000 women
would have to perform paid work, and as many as 1,200,000 to attain a
Scandinavian level (Figure 3.4) '.
Finally F i e 3.5 provides an indication of possible trends in the
participation rates of males and females combined. On the basis of the
WRR survey, the labour force participation rate in the year 2000 remains
just under the Continental level and considerably below the OECD average.
Manders' figures are lower than those in the WRR survey and considerably
below the participation rates in North America and Scandinavia.
The WRR survey would require a growth in the labour force of 755,000, or
411,000 more than in Manders' study ('. Over the past five years
employment in the Netherlands (in persons) has grown at an average
annual rate of 1.4 per cent, in line with the WRR survey. This was,
however, a time of exceptionally buoyant economic activity and it is open to
question whether the necessary growth in employment can also be achieved
in economically less favourable times. In this respect a policy to encourage
labour force participation certainly provides an alternative and might even
provide a means of approaching the average participation rate in the
OECD.

3.23

Employment projections
The Central Planning Office's Macro-Economic Survey 1990 indicates a
continuing shift towards the service sectors in the period 1991-1994.

Whereas a drop of employment in man-years is predicted of 0.75 per cent

I

Expressed in absolute terms, female employment in 1990 came to 2.3 million persons.
Manders projects a figure of 2.5 million for 2000 and the WRR survey a figure of 2.8 million.

I

Expressed in absolute terms, female employment would need to be around 3 million in 2000
to achieve the OECD level, 3.6 million to reach the North American level and 4.1 million to
achieve a Scandinavian level.
Expressed in absolute terms the supply of labour in 1990 was 6.4 million. For the year 2000
Manders' study predicts a figure of 6.7 million, while the WRR survey arrives at a figure of 7.1
million. In order to match the OECD participation rate in the year 2000 the supply of labour
would need to rise to 7.5 million, while to obtain North American and Scandinavian levels it
would need to rise to 8.3 million and 8.8 million persons respectively. Expressed in annual
growth rates the WRR survey amounts to 1.1 per cent. In order to achieve the OECD level the
figure would need to rise to 1.7 per cent and to 2.7 per cent and 3.3 per cent respectively in
order to attain North American and Scandinavian levels.
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in agriculture, 0.5 per cent in the energy sectors and 05 per cent in
construction, with zero growth in manufacturing, the CPB foresees a 1.75
per cent sharp growth in the services and 0.75 per cent growth in the
non-profit service sector. The overall growth in employment is put at
0.75 per cent.
In the services some 45 per cent of jobs are occupied by women. In
agriculture and manufacturing the figure is less than U) per cent. In the
latter two sectors 15 per cent of the workforce are in part-time jobs, while
in services the figure is 36 per cent. On the basis of the present ratios, the
predicted sectoral shifts in the period 1591-1594will lead to a rise in the
share of women in total employment and to a further increase in part-time
employment.

The above projections are of course subject to provisos. Among other
things these relate to the consequences of European economic integration
and the developments in Eastern Europe, as well as to the state of the
economy. Other factors of relevance for the future development of
employment include wage costs, technological change and the level of
taxation and social security charges 7. Labour cost trends remain fairly
moderate in relation to other countries. The future course of wage trends is
dependent on such factors as developments in demand and supply, possible
skill shortages and the results of tripartite consultations and bipartite
negotiations. Wage restraint is highly important for the further growth of
employment. Among other things labour productivity depends on corporate
investment and technological innovation. Continuing technological progress
in all sectors of the economy is a major factor in economic growth and the
level of employment.
The ratio of taxation and social insurance charges to national income in the
Netherlands is high by international standards. A reduction in this burden
would provide a signilicant stimulus for the private sector. In the short
term, however, the size of the budget deficit and the national debt leave
little room for a reduction in the burden of taxation and social security
charges. Both factors militate against the further development of the Dutch
economy.
On account of the increase in the number of taxpayers and national
insurance contributors, a rise in labour force participation would increase
the government's scope for policy. In this respect, however, the government
is in a number of ways its own prisoner. There are a number of areas in
which private industry could take the initiative. Examples include the
provision of participation opportunities for the unemployed, women
reentering the labour market and partially disabled persons within the
frame of an active labour market policy. In other fields, a policy to promote
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In the longer term the main factors are the quality of the labour force (in terms of education
and experience), the available technological know-how and infrastructure, the economic
structure and the extent to which these elements can adapt to changing circumstances. See
in this respect M. Porter, The Competitive Advanta~eof Nations; New York, Free Press, 1990.
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participation would not require any funding but changes in the institutional
regulations.
The objective of higher labour force participation presupposes the potential
for a further growth in employment. On the assumption of zero growth in
employment in manufacturing and a continuing reduction in employment in
agriculture and fisheries, this will have to be primarily achieved in the
services sector. These assumptions are consistent with the CPB projections
for the period 1991-1994.
The employment perspectives in the services sector have been investigated
on behalf of the Council by Elfring, Van der Aa and Kloosterman 8. The
authors compared the development of employment in 22 service industries
in four countries - the Netherlands, the Federal Republic of Germany,
Sweden and the United States 9. Two of these countries (Sweden and the
United States) have high participation rates and two (the Netherlands and
the former F.R. Germany) low rates. The study suggested substantial
potential for a growth in employment in six industries. These conclusions
were confirmed in discussions with key figures in these industries.
Table 3.1 provides an impression of the share of these six industries in total
employment and of the number of employed persons in these industries per
head of population; the latter figure provides an indication for the degree of
service: the higher the value, the more people there are employed in a
particular sector.
Table 3.1 reveals that the level of employment in the six industries in the
Netherlands and West Germany lags well behind that in Sweden and the
United States, where between five and eight more people work in these
industries per 100 inhabitants. In the United States the high level of
employment in retailing, business services and the hotel and restaurant
trade is particularly striking. In Sweden employment in health care is over
twice as high as in the Netherlands and West Germany. In the case of the
Netherlands, the low share of employment in the hotel and restaurant trade
is notable. The scale of employment in health care is also well down on that
in Sweden and the United States. The figures do not into take account the
comparatively high level of part-time employment in the Netherlands; if this
were done the differences would probably be even more pronounced.
Finally Table 3.1 reveals that the decree of 'service' through employment in
the formal sector in the two countries with a high labour force participation
rate is, with one exception, much W e r than that in the Netherlands and
West Germany in all the industries shown.
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See T. Elfring, W. van der Aa en R. Kloosterman, Perspectieven voor werknele~enheidin de
diemtensector; een internationad vemeliikende analvse; (Perspectives for employment in the
services sector; a cross-national analysis); WRR, Working Documents W56, The Hague, 1991.
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The research is an extension of T. Elfring, Service Sector Employment in Advanced
Economies; A Comparative Analvsis of its Implications for Economic Growth; Aldershot,
Gower, 1990.
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Table 3.1

9

Employment, in persons,
service - industries with good
prospects in four coontries , in order of employment share,
1987

(1)
Share in total
employment

NL FRG SWE US
Retail trade
8,9 8,8 7,4 11,6
Health care
7,3 5,4 1l,2 7 3
Education
6 5 4,l 7,3 7,6
Business services
6,4 3,6 4,l 75
Hotel & rest. trade 5 4 3,8 51 7,O
Financial services
2,3 2,4 1,7 5 6
Total
33,8 28,l 33,s 43,8

(2)

Employment as 9%of
total population

NL FRG SWE
3,3
57
2,4
53
0,9
0,8

3,7
2,3
1,7
1,5
1,6

US

3,8
5,8
3,8
2,l

5,4
3,5
3,6
3,5
1,l 3,3
1,O 0,9
1,2
11,9 17,5 203

*) NL = Netherlands, FRG = Federal Republic of Germany, SWE = Sweden
and US = United States

Source:

Elfring, Van der Aa en Kloosterman, Pers~ectievenvoor
werhelegenheid in de dienstensector: een internationaal
vergeliikende analwe; (Perspectives for employment in the
service sector, a cross-national analysis); WRR, Working
Documents W56, The Hague, 1991.

Not just the level of but also the growth in employment is relevant.
Table 3.2 provides an impression of employment trends between 1973 and
1987. The United States had easily the highest growth figures. This applies
especially to business services, the hotel and restaurant trade and retailing.
Financial services also emerge well. The latter industry also stands out in
the case of the Netherlands, especially in the first period. In addition there
has been a reasonable growth of employment in business services and
health care, in contrast to the hotel and restaurant trade and retailing.

As far as the retail bade is concerned, E b n g et al. note that r e t a h g is on
a comparatively small scale in the Netherlands, while the application of
information technology has by no means reached its limit, so that further
jobs could be lost in the future. On the other hand, hlgher labour force
participation could lead to greater emphasis on quality and service as well
as to longer opening hours, thereby creating new jobs. The net effect of
these developments is difficult to assess, but the low degree of 'service' of
the Dutch retail trade justifies growth expectations.
Outlays for health cure are closely correlated with -the level of income per
head of the population, with an income elasticity greater than one.
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Table 3 2

Service industries with good prospects, in order of growth in
employment, 1973-1987
Netherlands
73-79 79-87

Business services
Health care
Financial services
Hotel & restaurant
trade
Education
Retailing
Total
Source:

Germany
73-79 79-87

4,4
53
6,2
1,2

3,9
3,2
0,8
2,7

3,2
4,l
1,3

3,8
0,s
58

1,3
1,l
52

Sweden
United States
73-79 79-87 73-79 79-87
3,l
5,7
1,4

4,6
53
4,6

6,O
4,6
4,O

0,s

5,5
2,8
55
4,4

0,8

3,6

5,7

7,3
3,2
4,2
3,4

4,O
-0,l
1,9

1,8
0,s
2,4

3,8
-0,4
3,l

0,5
-0,3
1,8

2,3
1,8
3,8

1,3
2,3
3,4

E l m Van der Aa en Kloosterman, op. cit., p. 6.

On the basis of the likely growth in incomes in the 1990s a further increase
in health care expenditure may be anticipated. The ageing of the population
is a second growth-promoting factor for health care. With respect to
employment there is a clear difference between Sweden and the other three
countries. In Sweden greater emphasis has been placed on creating jobs in
the public sector, including health w e . Moreover, the income differentials
within the health care system in Sweden are smaller than elsewhere. Both
factors have contributed to the fact that the growth in employment in
Sweden has exceeded the growth in expenditure, whereas the reverse
applied to the three other countries.
Employment in education depends heavily on demographic factors and an
increasing demand for adult education. As opposed to the reduction in
employment in the publicly financed education system, which is mainly
directed at young people, there is an increase in employment in the
privately funded adult education sector. Whether and to what extent the
latter can compensate for the former remains unclear at this stage.
The opportunities for an expansion in business services in the Netherlands
are highly favourable. The Netherlands continue to make headway as a
competitive distribution country. Deregulation, increasing international
competition and economic growth form sigruficant factors for such
optimism. In this respect the Netherlands is following trends in the United
States. As in the United States, the continuing dissemination of information
technology and the growing importance of the small and medium-sized
companies as a business market will be stimulating in the Netherlands.
Given the low share of employment in the hotel and restaurant trade further
growth of employment in this industry would certainly seem feasible. The
combination of an anticipated rise in the demand for catering services and
the limited scope for increasing labour productivity create a favourable
prospect for employment. This is reinforced by the fact that the lack of any
rigid wage parity between manufacturing and the hotel and restaurant trade
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permits a growth in the less productive parts of the industry. Finally, an
increase in labour force participation - especially among two-income
households - could create significant growth opportunities in this sector. An
indication to this effect is provided by the fact that between 1980 and 1987
there was a sharp rise in both the number of single householders and
two-income households and the level of expenditure by such households in
the catering sector. Elfring et al. show that in 1987 expenditure totalling 2.6
billion guilders - over a quarter of the industry's total turnover - may be
attributed to these two factors.
The outlook for employment in financiul services is uncertain. On the one
hand there are positive developments such as new forms of services and
European integration, which have far-reaching consequences for this sector,
while on the other there is the rapid application of information technology
and the trend towards mergers between banks and other financial
institutions, which is expected to lead to a reduction in the number of
branches. For the present, the most favourable prospect would appear a
s t a b i t i o n of the present level of employment in this sector.

Elfring et al. conclude that the employment prospects for the six industries
may be regarded as reasonable to good. In particular, this is based on the
expectation that quality will become an increasingly important consideration
in the provision of services. Improvements in quality, in the form of reduced
waiting periods, higher standards of service and more personal advice and
service outside normal office hours will in general require more staff. It is
thought likely that customers will be prepared to pay the necessary price.
On the other hand it is unclear to what extent productivity improvements,
such as those stemming from the application of information technology, will
adversely affect employment.
Employment in the labour-intensive non-profit sector, of which both health
care and education form part, will be influenced in the coming years by the
government's financial room for manoeuvre. Among other things the latter
will be determined by developments in labour force participation. In
addition the requirement for non-profit services will rise in the coming
years as a result of the ageing of the population. What might be termed as
secular factors also come into play, in the sense of long-term developments
such as the rising participation in education, technological developments in
the w e sectors, rising crime and more leisure and mobility. The Social and
Cultural Planning Office (SCP) has calculated the scale of both the
demographic and the secular effect for the 1990s. Table.3.3 shows the
anticipated average annual growth rates for the volume of final services in
the non-profit sector, subclassified according to funding.
A rising labour force participation among women also has specific
consequences for the non-profit sector as it will decrease the supply of
informal (i.e. voluntary or household) care. A good example consists of
informal home w e , especially for older people. A higher female
participation in labour will therefore lead to a growing requirement for
professional home care or to greater pressure on residential (and again
professional) facilities.
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Table 3 3

Demographic and secular developments in the use of final
services in the non-profit sector
demographic effect
secular effect total effect
1989-1993 19!)3-2000 1989-2000
1989-2000

Volume of final services
of which financed by*:
government
social funds

0,4

0,6

0,4

O,9

-0,l
1,o

0,4
0,7

0,6
0,2

03
1,o

*~acilitiesclassified according to leading source of finance

Source:

WRR, on basis of: Social and Cultural Planning Office,
Memorandum kwartaire sector 1989-1993 (Memorandum on
the non-profit sector 1989-1993); Memorandum no. 71,
Rijswijk, 1989, p. 31.

A growing labour force participation will also lead to a rise in the demand

for paid child-care. The proposed additional expenditure on child care in
the coming years could create over 8,500 man-years of employment. The
figure could be higher again if the measures in this area were to be
intensified as proposed in Chapter 5.
To sum up, how is employment likely to develop in the 1990s? Table 3.4
outlines an employment projection up to the year 2000 based on the
employment situation in 1989 and anticipated growth figures between 1989
and 2000 lo. Tertiary services are seen as having particularly good
prospects. The growth figures are partly based on the aforementioned
medium-term CPB forecast for the period 1991-1994, the SCP's projection
for the non-profit sector and the more qualitative observations by Elfring,
Van der Aa and Kloosterman.
Employment in agriculture, manufacturing and construction is expected at
best to remain constant. An increase appears possible only in the sphere of
services. In the case of employment in persons the share of services rises
from 72 per cent to 76 per cent and that in man-years from 67 per cent to
70 per cent. In an absolute sense the employment in persons rises from 6.2
to 7.0 million, an increase of around 800,000. In these circumstances the
employment in man-years rises from 4.9 to 5.3 million, an increase of
approximately 400,000.

lo I

In order to convert employment in man-years into that in persons, estimates have been made
for the sectoral P/M ratios. In the case of agriculture, manufacturing, energy and construction
a figure of 1.05 has been assumed, for tertiary services and government a figure of 1.3 and
for non-profit services 1.6. The weighted average amounts to 1.27, which corresponds with
the actual value.
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Table 3.4

Fomast employment in the year 2000-

- .

.
Employment 1989 Assumed growth Employment 2000
ind. category man-year pen. man-year pers. man-year pen.
(1)
(2)
(3)
(4)
(3 (a)

Agriculture
Manufacturing
Energy/construction
Tertiary services
Non-profit services
Government
Total

0
2/3
1 , 4 en 5
6,7 en 8
9

267
936
418
1750
788

983
439
2275
1261

4899

6200

740

280

962

Source: (1) Central Bureau of Statistics, Nationale Rekenineen 1989 (National Accounts
1989); Voorburg, 1990, p.98.
(2) Calculated with the aid of the P/h4 ratios as discussed in footnote 22.
(3) Based in part on Macro Economische VerkenninP 1990. op cit., p. 173.
(4) Based in part on Macro Economische VerkeaninP 1990, op cit., p. 177.
(3) and (4): Average growth figures on an annual basis
(5) Calculated from (1) and (3)
(6) Calculated from (2) and (4)
The growth in employment by 800,000 persons corresponds closely with the
WRR survey of labour force trends outlined earlier in this chapter, which
arrived at a figure of 750,000 persons.
The future development of employment depends to a significant extent on
the size and quality of the labour force. Up to a certain point the supply of
labour creates its own demand. A growing labour force can independently
swell the level of employment, this effect being stronger the more that the
qualitications of the labour force match the possibilities in the labour
market at a particular point. Conversely, an increase in the demand for
labour leads to an increase in the supply of labour. These relationships are
highly important in terms of the effects of the policy recommendations
outlined in Chapters 4 and 5. At this stage it is sufficient to note that an
increase in labour force participation, as set out in the previous section, can
certainly be regarded as realistic in the light of the possibilities on the
demand side of the economy.
3.3

Social and cultural factors

33.1

Introduction
Vacancies may be occupied by school-leavers, workers changing job, the
hidden unemployed (i.e. women reentering the labour market, or certain
disability benefit claimants) and the unemployed. In so far as the net
number of jobs falling vacant in a particular period is occupied by the
unemployed, there is no direct effect on the size of the labour force and the
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gross participation rate. In so far as such jobs are occupied by workers
changing job, other jobs are released, thus creating opportunities for the
other groups. In so far as the hidden unemployed make use of these
opportunities, the supply of labour and the gross participation rate will rise.
With respect to the future development of the net participation rate - the
key variable for the purposes of this report - the entry into the labour
system of school-leavers and those in 'official' and 'hidden' unemployment
results in an increase in the net participation rate. Conversely those leaving
the labour system on reaching retirement age or on account of
unemployment or disability depress that indicator. Changes in the net
participation rate therefore reflect the balance of entry into and departure
from the labour force. Among other things that balance depends on the
qualitications of the labour force. In addition the net participation rate
depends on socio-cultural factors, such as the educational preferences of
parents and students, the process of individualization, the aspirations of
women and the elderly in relation to paid employment and more generally
attitudes towards paid employment.

Unemployment
The labour force comprises both the employed and the registered
unemployed. Following the discovery of sizeable distortions in the databases
on registered unemployment maintained by the employment exchanges
(GABS), a number of alternative measures of unemployment have been
used since 1987.
On the basis of the Labour Force Survey (EBB) conducted by the Central
Bureau of Statistic., an unemployment figure has been constructed known
as registered unemployment (GWL),which has been treated as the official
unemployment figure since 1 January 1989. This figure covers all individuals
registered with an employment exchange who indicated in the EBB that
they satisfied the unemployment criteria. In the case of both the registered
unemployment figures and the job-seekers without work (BZB) statistics,
the unemployed are defined as persons not in paid employment and who
would be immediately available for a job of 20 hours a week or more.
'Immediately available' means that people must be able to accept a paid job
within a fortnight and that in this sense people have provided evidence of
their -ess
to accept work by registering as unemployed with an
employment exchange. In addition the job in question must be for at least
20 hours a week. The official registered unemployment figure provides a
more reliable impression of unemployment than the job-seekers without
work figure as it solves the problem of database irregularities. On account
of these irregularities the publication of the job-seekers without work
figures will probably be discontinued. L i e the job-seekers without work
figure, however, the official unemployment figure is selective since it does
not include those actively looking for work but who have not registered with
an employment exchange and because a job of at least 20 hours a week
must be sought.
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These limitations do not apply to the Central Planning Office's
unemployment figure (WZB), which relates to unemployed job-seekers. The
unemployed are defined as those not in paid employment who would be
available for a job within two weeks and who had sought employment in the
past four weeks. Registration with an employment exchange is an indication
of active job-seeking but other activities can also provide such an indication.
The WZB figure is not subject to the limitation that people must be seeking
a job of at least 20 hours a week; providing they satisfy the remaining
criteria, those seeking minor part-time jobs are also classed as unemployed.
In 1988, nearly 20 per cent of the 610,000 unemployed (WZB-) job-seekers
were looking for jobs of less than 20 hours a week.

In its 1987 report 'AnActive Labour Market Policy', the Council contended
that it was not possible to quantify the phenomenon of unemployment with
a single generally valid and absolute figure. Apart from the official
unemployment statistic two other indicators of unemployment were
regarded as useful: lirst of all the number of unemployment benefit persons,
i.e. part-time workers looking for a full-time job (or a larger part-time job).
Figures on unemployment benefits are derived from industrial insurance
boards and the municipal social services departments. The number of
unemployment beneficiaries exceeds the official level of unemployment. The
difference derives from the fact that a proportion of the recipients of an
unemployment benefit are in (part-time) employment, are not available for
the labour market, are looking for a job of less than 20 hours a week or are
not registered with an employment exchange. To a large extent the latter
group consists of unemployed persons aged over 575 years, who are
exempted from the requirement to register with an employment exchange in
order to draw unemployment benefit.
A wider concept is that of the 'inactive labour force'. Data on this aspect
are based on the EBB and are available from 1987 onwards. The inactive
labour force consists of (a) all persons without work actively looking for
paid employment and directly available for work, (b) inactive persons
drawing unemployment benefit who are not actively looking for work, (c)
persons without a job who have accepted a job but not yet commenced

work.
Data on the number of partially unemployed may also be derived from the
EBB. In 1989 there were approximately 380,000 people working under 34
hours a week who wished to work longer hours. Of all those.in employment
some 560,000 people wished to work longer hours. Against this,
approximately 600,000 people wished to work a shorter working week ll.

Ill

n

CBS, EnquQe beroepsbevolking 1989 (Labour Force Survey 1989); Voorburg/Heerlen 1990,
p. 38.
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Table 3 5

Unemployment figures

1986 1987 1988 1989 1990 1991
x 1,000 persons
BZB (Ministery of Social
711
Affairs and Employment)
GWL (Central Bureau of Statistics) WZB (Central Planning Office)
635
Unemployment benefits
Inactive labour force
(Central Bureau of Statistics)

685

682 658

630.

450
622

433 390
610 560
625 604

350.
510.
580.

728

724 678

340.
495.
565.

BZB: registered jobseekers without work
GWL: registered unemployed persons
unemployed job-seekers
*)

Estimate

Source:

CBS, CPB, Ministery of Social Affairs and Employments

From Table 3.5 it may be seen that a gradual reduction in unemployment
took place during the second half of the 1980s. Nevertheless, the level of
unemployment remains exceptionally high: in 1989 9.2 per cent of the
labour force was unemployed (WZB figure) and 9.9 per cent was in receipt
of unemployment benefit (according to the records of the benefit-paying
agencies).
A high proportion of the unemployed is long-term unemployed. Table 3.6

shows the breakdown of unemployment by length of registration.

Table 3.6

Unemployment by length of registration, 1989

GWL

BZB
x 1,000

< 1year
1-2 years
2-3 years
> 3 years

Source:

173 (44%)
70 (18%)
42 (11%)
105 (27%)

311 (49%)
106 (17%)
60 (10%)
153 (24%)

CBS, Sociaal-Economische Maandstatistiek; 1990.
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Table 3.6 reveals that a -little under half the unemployed had been
unemployed for less than a year. Depending on the unemployment figure
used, between 215,000 and 320,000 people have been unemployed for more
than one year. Approximately a quarter of all unemployed persons have
been unemployed for over three years - a total, depending on the
unemployment figure used, of between 105,000 and 153,000 in 1989.
Surveys reveal that the long-term unemployed are not totally without
prospects in the labour market. Of those unemployed for more than two
years at the end of 1986, 39 per cent were once again in paid work two
years later @aid work b e i i defined as at least five hours a week for a
minimum of two months). A third were once again unemployed. The
average duration of unemployment of re-entrants was four years and three
months. Factors such as physical or psychological problems, age, length of
unemployment and non-indigenous origin reduced the chances of return to
employment.
Given the future development of unemployment, labour market policy is an
important factor as it enables the unemployed to rejoin the workforce by
means of training and/or work-experience placements (see further Chapter
4). In due course, an effective active labour market policy can result in the
convergence of the gross and net participation rates. A policy of this kind
does not directly affect the gross participation rate. However specific
participation opportunities, such as work-experience placements and places
in job pools, can lead to a higher net participation rate in so far as these
places do not displace regular employment. The same applies to placements
under the Sheltered Employment Act (WSW).
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Disability
Labour productivity per worker in the Netherlands is high by international
standards. In all probability this has been one of the reasons why such a
large number of workers have left the labour system over the past few
decades under the disabiity regulations. This trend is continuing unabated.
Reorganizations and company closures - especially in the second half of the
1970s and early 1980s - have also led many people to resort to the disabiity
regulations. In addition a significant number of employees horn the public
sector have ended up in disabiity schemes. Finally, the relative
attractiveness of the disgbility regulati& over the unem&oyment benefit
arrangements and the lack of alternatives for those involved to tind different
jobs in the labour market (e.g. supported by recurrent education or an
active labour market policy) have also contriiuted to the popularity of the
disability schemes. In most cases, institutional regulations prevent
employees in the later stages of their careers from dropping a rung on the
career ladder. According to a recent forecast, the Netherlands can expect to
see disability past the one million mark in 1993 (see also Chapter 5).
It was recognised at an early stage that part of the recipients of disability
benefits has the potential to perform paid employment. In the mid-1970s
the unexpectedly large increase in the number of disability benefit claimants
led the Social Insurance Council to commission a special study into the
determinants behind such benefits @eterminantenonderzoek WAO). The
WORK IN PERSPECTIVE

study was designed to identify which influenceable and other factors
determine disabiity beneficiary status. To this end a number of sample
surveys were conducted among various populations of individuals insured
under the Disability Insurance Act (WAO). A number of interim and
specialist reports were published in the 1980s; the survey was completed in
1987.
One of the results was to confirm the suspicion that many new disability
benefit claimants were as much handicapped in a socio-economic as they
were in a medical sense. The researchers concluded that, depending on the
assumptions in question, between 29 and 49 per cent of the new disability
benefit claimants in 1980 would have been capable of performing suitable
work when they started to draw benefits. As time went by, as many as 53 to
71 per cent of those who began to draw benefit in 1980 would have been
capable of suitable employment. The researchers noted that this was in
stark contrast to the actual pattern of recovery during the period 1969-1979,
on the basis of which they concluded that a substantial quantity of potential
manpower was being lost under the disabiity benefit arrangements. These
estimates do not, however, take into account the ability of the labour
market to absorb (residual) labour capacity 12.
The findings from the 'Determinantenonderzoek' were used by the
government as grounds for revising the operation of the Disability Insurance
Act (WAO) as part of the reconstruction of the social security system. As
from 1 January 1987 unemployment was no longer disregarded in the
disability regulations. Under the new system beneficiaries receive an
unemployment benefit to the extent that they are unemployed. The
eligibiity of WAO claimants aged under 35 is reviewed every two years,
which can lead to an adjustment in the disability percentage.
So far, the high expectations relating to the abolition of the so-called
'unemployment factor' in the disability legislation have not been borne out.
In contrast to the original estimate (of 50% hidden unemployment) only
10 per cent of new WAO claimants in 1987 and 1988 could be identified as
falling into this category in relation to the final year before the system was
reviewed (1986). According to the Ministry of Social Affairs and
Employment, there are no indications that this effect will rise after 1988.
As a result, the responsible ministers have adjusted the original estimate of
50 per cent hidden unemployment to 10 per cent.
It is not possible at this stage to provide a full explanation for the marked
difference between the estimate and the actual figure. One possibility is that
the government overestimated what was possible in the light of the
'Determinantenonderzoek'. The estimate of 50 per cent hidden
unemployment is based on figures from the survey relating to 1980, a year
in which the high level of unemployment meant that people were more apt
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1987, pp. 67-73 and 92-93.
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to be classified as disabled (since their prospects of obtaining a job were
poor) than in 1986, when employment prospects were much more
favourable. It is also possible that the agencies responsible for administering
the disability schemes have until now taken insufficient account of the
regulations since the system was reviewed when it comes to determining the
disability percentage of the (partly) disabled. It is still too early to
determine whether the research into hidden unemployment under the
disability benefit scheme was totally wide of the mark. Allowance needs, for
example, to be made for a gradual tightening up of the way in which the
scheme is administered. This process may well be hastened by the changing
climate within which the disability regulations currently operate and in the
light of the growing pressure from within the political system and from the
social partners to limit the volume of disability payments. Finally, the policy
options have by no means been exhausted (see Chapter 5).
33.4

Education and training
Training and adult education are vitally important for future economic
growth and employment. The Dutch labour system appears to be
increasingly know-how intensive, although it is difficult to demonstrate this
on the basis of a few simple indicators. Technical and scientiEic change
mean that knowledge and expertise rapidly get out of date. Such change is
one of the reasons for the shifting sectoral pattern of employment. Old
professions disappear and new ones emerge, while new - not always higher demands are made of existing ones. Such transformations require training
and retraining. It is fair to say that the better the labour force is qualified in
terms of the opportunities offered by the economy at a particular point, the
more this will enhance the demand for labour and hence the prospects of
employment.
The labour force participation of adults is closely related to the level of
education. Table 3.7 illustrates this for 1985. In the case of both males and
females the level of participation rises with the level of education. The
correlation applies at all ages. The very low labour force participation rate
at the lowest level of education among both males and females is
particularly striking; and it is here that unemployment is concentrated.
This same link between level of education and labour force participation
exists in other OECD countries. It is notable that the OECD has
established that as the participation rate rises the influence of education
level falls. In Sweden, for example, the net participation rate for all levels of
education among both men and women is over 80 per cent 13.
Among other things the 1979-1983 recession led to a substantial displacement of the poorly educated by the better educated. Research indicated
that easily the most important reason for the drop in employment among
the poorly educated in 1979-1985 was the fact that many jobs carried higher
educational requirements even though the nature of the activities had not
changed greatly.
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Table 3.7

Participation rates by level of education, 1989

education level

net participation rate*
males
females
total

lower/basic education
general sec./junior vocational
higher generallpre-univ./intermediate voc.
higher vocational
university
total

59
84

24
44

39
62

88
89

60
70
80
49

75

*)

90
83

80
87
66

The net participation rate is defined here as the active labour force divided by the
population aged 1564, less those in full-time education. The figures for the total
consequently differ from those provided elsewhere in this report.

Source:

A. van Bastelaer and S. Loozen, 'Het onderwijsniveau van de
Nederlandse bevolking: uitkomsten van de Enquete
Beroepsbevolking 1988 and 1989' (Education level of the
Dutch population: results of the Labour Force Survey 1989
and 1989); S u ~ ~ l e m e nto
t the socio-economic monthlv
statistics; CBS, 1990, no. 4.

In addition employment opportunities for the poorly educated declined due
to the fall in total employment and changes in the job structure and the
structure of the economy. Only a very small proportion of the reduction in
employment for the least educated during this period is attributable to the
disappearance of suitable jobs for this group, while over 80 per cent
suffered displacement. The volume of unskilled work has therefore fallen,
but not to the extent that the drop in the number of least educated workers
might suggest 14.
A continuing growth in employment is a necessary precondition for
reversing the displacement process. The prospects for employment for the
poorly educated rise as the better educated are able to find work at their
own level. The latter does of course presuppose that the better educated
have kept up their required knowledge and skills or are able to brush up
and update them through training.
In the event of a genuine reversal of the displacement process additional
manpower can also be m o b i i (from hidden unemployment) and the
participation rates at the lowest education levels can rise.
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H.D. Webbink, C.N. Teulings and P. Tang, De werknelenenheid voor laa~neschoolden1974
19791985); WRR Working Document W45, The

1985;(Employment for the poorly educated
Hague, April 1990.
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The various forms of adult education are also particularly important in this
respect. Certain aspects, such as vocational training, can supplement and in
some cases also form a functional equivalent for regular educating. In other
areas of adult education, such as basic education, social education and
personal development, the significance is often that it sets the stage for
obtaining a vocational qualification. As more active and effective policies
are conducted in the field of adult education this will be reflected in due
course in the labour force; not just investments in education but also
investments in adult education generate 'human capital', which will seek to
pay for itself.
In view of the WRR survey of labour force participation trends in the 1990s
as outlined earlier in this chapter (see F i e 3.9, it may be said that these
trends will become more realistic as the net and gross participation rates of
the least well educated rise as a result of processes of 're-placement'. The
provision of an adequate adult education infrastructure can fulfill a similar
function (see Section 4.4).

33.5

Individualization
The labour force participation is related to the household composition of
the population. ConGning ourselves to begin with to the potential labour
force, it may be assumed that single householders will maintain themselves
through paid employment unless they are propertied or unable to work on
account of illness, infirmity or unemployment. The same applies to most
adult members of the growing number of 'non-family' and 'other
households'. In the case of couples with children, at least one partner
- will apart from the exceptional circumstances noted above - be in paid
employment. The same applies to couples without children, but here there
is a much higher proportion of two-income households. A high proportion
of single parents are not in paid employment.

As the number of households with children falls in relation to the total
number of households and as the number of single householders rises in
relation to the remaining number of households, the labour force
participation may be expected to rise given an unchanged demographic
structure. Such changes are characteristic of the individualization process.
The table below provides an impression of developments over time in the
various types of households.

Table 3.8 reveals that within the total number of households, the percentage
of standard families (i.e. couples with children living at home) has fallen
from 57 in 1%0 to 37 in 1987. The mirror image is formed by the large
increase in the proportion of one-person households and a slight increase in
the proportion of non-family and other households (largely young
unmarried two-income households). Notably enough the proportion of
one-parent families barely changed during the period 1%0-1987; nor did the
percentage-of couples without children. Expressed in index figures a rather
different picture is obtained.
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Table 3 8

Households by composition 1970-1987 (in per cent)

One-person households
Couples without children
Couples with children
Single-parent families
Non-family and
other households

12
23
57
6
2

17
24
53
5
1

21
23
44
6
6

Total (x 1000)

Source:

Nota Inkomensbeleid 1990 (Incomes Policy Memorandum
1990); Parliamentary Proceedings 1989-1990, Lower House
(Tweede Kamer), 21307, Nos. 1-2, pp. 10-11.
By non-family households are meant: multi-person
households other than a family; unmarried cohabiting couples.
By a family is meant: a couple with or without children and
one-parent families. Other households are: family households
with other household members not forming part of the family
and multi-family households.

Table 3.9 shows that over half the population in 1986 was living in a family
with one or more children living at home, although the proportion has been
falling gradually over time. In relation to 1977 there has been a reduction of
six percentage points. The percentage of the population cohabiting without
children (i.e. non-family households) remained comparatively stable during
this period. The number of single householders, by contrast, rose
substantially over the nine years. In 1986 11 per cent of the Dutch
population lived alone. The percentage of inhabitants forming part of 'other
households' also remained comparatively unchanged during this period.
The table suggests that if present developments continue at the same pace,
the proportion of the population living in a family consisting of a couple
with children living at home will drop below 50 per cent during the 1990s.
A number of factors are responsible for this trend, the most important of
which are:
increasing longevity means that the time-span in which a couple has
children living at home has become smaller in relative terms;
the large number of divorces means that many adults will form one-person
households one or more times during their lives, for shorter or longer
periods;
the elderly are living independently for increasingly lengthy periods;
young people are leaving home at an earlier age and are doing so more
frequently as single householders;
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after a certain interval, many divorcees enter into new relationships
recorded statistically under 'other households';
the notion of a 'couple' is becoming dated since a significant number of
cohabiting couples do not get married, or only after some delay.
Table 3.9

Dutch population by household type in 1986 (in per cent)

One-person households
Couples without children
Couples with children
Single-parent families
Non-family households(a)
Other household@)
Average number of persons
per household

Source:

Calculated on basis of CBS, Inkomensverdeling van
huishoudens 1977 (Household income distribution 1977);
CBS, Personele inkomensverdeling 1981 and 1985
(Distribution of personal income 1981 and 1985; Nota
Inkomensbeleid 1990 (Incomes Policy Memorandum 1990);
op. Cit., p. 15.
(a) Non-family households: multi-person households other than a
family; unmarried cohabiting couples. By a family is meant a
couple with or without children or a one-parent family.
(b) Other households: a family household with other household
members not belonging to the family and multi-family
households.

Another aspect of the individualization process is the increasing labour
force participation by women and, in particular, the labour force
participation of married women. The percentage of married women in paid
employment has doubled in the space of two decades: in 1970,19.5 per cent
of married women were in gainful employment, compared with 38 per cent
in 1988. The r i s ' i trend is likely to continue.
From the above it may be concluded that if the trend in recent decades is
sustained, less than half the population will be living in a family with
children living at home in the second half of the 1990s. In combination with
the increasing labour force participation of married women this implies that
the traditional breadwinner is a phenomenon encountered by a steadily
shrinking minority of the population in their own households in the
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Netherlands. Only 35 per cent of inhabitants form part of single-earner
households consisting of a couple (married or otherwise) with children Is.
33.6

Attitudes towards paid employment
There are few precise data on changes in attitudes towards paid employment in the Netherlands. A survey into cultural changes conducted by the
Social Cultural Planning Office (SCP) revealed no evidence of any clear
shifts in opinions related to work orientation among those in full-time
employment between 1975 and 1983. The importance attached to the free
indicator of work-orientation - did not change; nor did
weekend - a leajob satisfaction. Among the unemployed, however, striking shifts did take
place during this period. The willingness to work on the part of the
unemployed increased between 1975 and 1983. The unemployed became
less demanding with respect to the work they were prepared to accept, and
were more prepared to make sacrifices in order to obtain work. Given the
mass scale of unemployment in 1983, those falling into this category differed
substantially from those in 1975. This probably forms the main explanation
for the growth in work orientation among the unemployed during this
period.

The SCP's opinion survey suggests evidence of a fairly large unexploited
supply of labour among housewives. The attitudes of the Dutch population
in favour of an equal distribution of paid employment between men and
women do not correspond closely with reality, in which only 38 per cent of
married women are working, most part-time. In all probabiity the
difference between attitudes and reality stems not just from differences
between what people say and do but also from the limited opportunities for
people to act on their wishes. Attitudes in favour of an equal distribution of
paid employment between men and women will stand a greater chance of
being converted into reality in a socio-economic situation in which women
are offered more employment opportunities than in the 1980s, in an
institutional environment in which the contribution made by women to
household income through paid employment is greater or in an
environment which facilitates paid employment by women, for example
through the provision of proper child-care facilities. Given the unexploited
female labour reserve, Manders' estimate of the supply of labour (see
section 3.2.2) will therefore prove conservative the more that the socioeconomic and institutional circumstances affecting labour force participation
by females change more markedly than in the first half of the 1980s.
Conversely the WRR survey of the number of employed persons in the
course of the 1990s would then prove more realistic.

Lower limit: according to CBS figures, !57 per cent of the population in 1986 lived in the
household type 'couple with children'; according to SCP/AVO 1987, 55 per cent of (married
or unmarried) couples with children in 1987 had a single paid job: 0.57 x 55 = 31 per cent.
Upper limit: the lower limit plus the percentage of inhabitants in a non-family household
(4 pec cent in 1986) multiplied by the (maximum) participation rate of this group (81 per cent
according to the OSA figures in Table 3.12) plus the percentage of inhabitants in an 'other
household' (5 per cent in 1986) multiplied by the (maximum) participation rate of this group
(66 per cent according to the OSA figures in Table 3.12). In figures: 31 per cent + (4 x 0.81)
+ (5 x 0.66) = 37.5 per cent.

NETHERLANDS SCIENTIFIC COUNCIL FOR GOVERNMENT POLICY

-

33.7

Labour force participation among the elderly
The labour force participation of both males and females aged 55 to 64 is
particularly low in the Netherlands in comparison with other countries.
The same applies to the labour force participation among the over-65s (see
Chapter 2). The low participation rate among males aged 55-64 is
complemented by the large number of elderly unemployed persons, elderly
disability benefit claimants and workers taking pre-retirement.

Given the future development of labour force participation it is relevant to
ask whether older employees would themselves like to continue working, for
example up to the 'normal' retirement age of 65 or even beyond.
The possibility also exists that, like their counterparts in the United States,
the elderly in the Netherlands could in the near future legally contest age
discrimination and especially age-related dismissals. In this respect the
impact of the European process of integration is of interest. The question
is: to what extent will the Dutch government be required to eliminate
age-discrimination provisions from its legislation in the same way that it has
been obliged to introduce equal treatment for men and women in line with
the European legislation.
The present scale of pre-retirement leads one to suspect that the majority
of elderly people in the Netherlands are not particularly interested in
prolonging their employment. The number of persons to have taken
pre-retirement is, however, an inadequate indicator; in many cases there is
also a certain pressure from the employer and/or colleagues to take
pre-retirement. In many cases pre-retirement also means that the work has
become an excessive load. Other solutions, such as demotion or second
careers, have not yet become accepted practices in the Netherlands (see
further Chapter 5.2).
Nevertheless there are indications that a proportion of older employees
feels no need to leave the labour system. Some would even like to continue
working beyond the age of 65. A CBS survey of living conditions indicated
that in 1982 there had been a rise in the willingness to work, or to work
more: 16 per cent of males aged 55 and over (living independently) reacted
'positively/not negatively' to this question. In the 65-69 and 70-74 age
groups the respective proportions were 14 per cent and 8 per cent.
The same pattern is observable in the female population, with somewhat
lower percentages.
Gerontologists and geriatrists are virtually all agreed that in order to grow
old healthily people should remain active for as long as possible 16.
Needless to say this does not have to take the form of paid employment,
although the less that paid employment takes the form of physical labour
and the more it is an activity in which an individual is able to express his or
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Cf. P. Laroque, 'Towards a new employment policy', International Labour Review; Vol. 128,
1989, No. 1.
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her personality and to develop physical and intellectual capacities, paid
employment may provide an attractive means of remaining active for the
elderly.
The labour force participation of the elderly is closely related to
institutional arrangements such as unemployment provisions, the disability
and pre-retirement schemes, pension systems and the organization of
employment in Dutch companies and institutions. These regulations form
the framework within which the elderly make their choices about whether
or not to perform paid employment. An institutional framework in which
the labour force participation of the elderly was made attractive might well
elicit a high response. The future labour force participation will, therefore,
depend in part on the political decisions taken with respect to the
institutional framework governing the labour force participation of the
elderly.
3.4

The opportuneness of higher labour force participation

3.4.1

The demographic opportuneness of higher labour force participation
The age structure of the Dutch population will change radically over the

next few decades. The number of elderly people will rise in both absolute
and relative terms. This demographic shift will have significant
consequences for the public sector, as the changing age structure will affect
both public expenditure and public revenues.
This development does not just relate to the growing number of people
aged 65 and over; a shift towards older age groups will also take place
within the 15-64 age range. Closer analysis reveals that the age distribution
of the population exhibits a 'bulge' between the ages of 15 and 45 (i.e. the
birth years of 1945-1975; see Table 3.10).

Other things remaining equal, the ageing of the 15-64 age group will not
just lead in due course to a fall in average participation but also to an
increase in the level of public spending, since the extent to which use is
made of benefits and other forms of public provision often rises with age.
The ratio between the number of taxpayers and social insurance
contributors and the number of people drawing on social provisions will
therefore be adversely affected.
The 'demographic pressure' is defined as the number of 0-14 year-olds plus
the number of over-65s divided by the total population. This definition
implicitly supposes that a l l 15-64 year-olds are in principle available for
employment. As shown by the participation figures presented earlier in this
chapter, however, this does not apply to 15-19 year-olds and to persons
aged 60 to 64, where the participation rates are only 33 and 16 per cent
respectively. In particular the low participation and high resort to benefits
among the 60-64 year-olds (and to a lesser extent those aged 55-59) will
mean that the aforementioned 'bulge' in the age distribution will have the
effect of depressing public revenues and increasing the level of expenditure
from the year 2000 onwards.
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Benefits and participation per age group

Table 3.10
W

@14

S B 2@24 25-29

3@34

3S39

benefit
claimants 1988

0%

23%

13,3%

14,2%

13,8%

14,0% 14,9%

203% 27,3%

net participation
rate 1988

0%

33,1%

65,7%

n,mo69,8%

69,8%

69,7%

675%

1.146

1.145

868

population
31.12.1988
(inthousands)

Source:

2.710 1.l52 1.262

AOW:
AWW:
VUT:

WW:
RWW:
Participation:

1.278

1.193

40-44 a

9

60.64

S(M4

a+

36,4% 58,9%1W

56,7v0 41~4% 1 2 , 35%
~ ~

765

726

669 1.877

General Old Age Pensions Act. Population aged 65 and
over, see source Table 3.14.
Widows' and Orphans' Benefits Act. Social Insurance Bank,
Annual R e ~ o r 1988;
t
p. 75, Widows only.
Pre-retirement. Calculations on basis of E.A. Bolhuis, SJ.
Ottens, M A Steenbeek-Vervoort, 'De VUT met
pensioen?' @re-retirement with pension?); Economisch
Statistkche Berichten; 5 August 1987, pp. 726-728.
Disability/General Disablement Benefit Act. Social
Insurance Council, AAFIAOF Annual Revort 1988, pp.
104-105.
Sickness Benefits Act. Calculations on basis of Sociaal
Economische Maandstatistiek; 1988 no. 4 and BJ. Vrijhof
and S. Andriessen, Ziekteverzuim 1981-1985 (Sickness
absenteeism 1981-1985); Social Insurance Council 1986, p.
55.
Unemployment Benefit Act. Sociaal Economische
Maandstatistiek; 1989, no. 5, p. 34.
Government Unemployment Assistance Regulations.
Statistisch Bulletin, 1989, no. 17, p. 12.
Eurostat, Labour Force Survev - Results 1988; p. 87. The
figure for 15-19 year-olds has been calculated by the WRR
on the basis of these figures.

In the current Dutch situation it is perhaps more appropriate to calculate
the demographic pressure on the basis of young people up to and including
the age of 19 and the elderly from the age of 60.

Own calculations by the WRR indicate that the ratio of the number of
benefit claimants (old age, widows and orphans, pre-retired, disabled, sick
and unemployed) to the total number of employed persons in the period
1990-U)20 will increase by 42 per cent due to demographic shifts, i.e. other
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equal 17. Whereas at present the social security
contributions and taxes paid by every 100 able-bodied employees fund 65
such benefits, demographic developments mean that by the year 2020, the
figure will have risen to 93 (see Table 3.11). This implies that the annual
increase in expenditure per employee will rise from 0.6 per cent per year in
the first half of the 1990s to 1.6 per cent per year in the period 2010-2020.
In 1988, such benefit expenditure already stood at about 65 billion guilders.
(These calculations are based on the number of employees; they take no
account of the scale of part-time employment and of changes therein.)

things rema*

Table 3.11

Benefits and tax/social insurance base

number of
benefits
x loo0

number of
employees8
x loo0

ratio

index
1990
= 100

annual
growth

year
end 1988
1990
1995
2000
2005
2010
U)20
*)

Less sickness absenteeism. In contrast to the forecasts in sections 3.2.2 and 3.2.3,
the number of employees shown here is affected only by demographic trends.

Source:

WRR calculations based on the figures in Table 3.13 and the
1989 population forecast in: Maandstatistiek van de bevolkine;
1989, no. 5, pp. 30-33.

The demands made on other publicly provided facilities similarly partly
depend on the age structure of the population. This applies for example to
health care, education and the social services.
The uptake of health care facilities is highly dependent on age. Research
indicates that the average cost of health care for people aged under 50
amounted to approximately 1,515 guilders a year in 1985, 3,300 guilders for
those aged 50-64, 4,600 guilders for those aged 65-74 and 10,200 guilders for
those aged 75 and over. A rough calculation indicates that as a result of the
anticipated demographic changes, costs in the year 2000 will be roughly 10

1'1

These calculations assume a constant percentage of benefit claimants per age group,
including unemployment benefit claimants. The participation rate projection is based on the
age-specific participation rates in 1988. No account has been taken of rising participation
rates within age groups as a result of long-term or policy-induced developments. The
calculations are therefore based purely on demographic factors.
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per cent higher .than in 1990. In the 2020 the costs will be almost 30 per
cent higher (see Table 3.12 . Similar trends will take place in the field of
social welfare and housing .

2

Table 3.12

Health care costs
Health care costs
(billions of guilders)

Index
1990=100
98,8
100,o
104,6
110,4
114,9
118,9
12-793

Source:

WRR calculation based on 1985 cost figures derived from C.
Petersen and P.B. Boorsma, 'Financiering gezondheidszorg en
demografische ontwikkeling' (The financing of health care
and demographic trends); in: RJM. Alessie, P.B. Boorsma,
FAJ. van den Bosch et al., Demotzrafsche veranderingen en
economische ontwikkelingen; Reports by the Royal Association for Public Finance, 1987,p. 278.

For the next ten years spending on education will continue to fall as the
comparatively large cohorts from the 19651975 period (now aged 15-25)
grow older, followed by something of a stabilization. Expenditure on the
administration of justice could also fall with the declining number of young
people. Whether this effect in fact occurs will depend on the extent to
which the present age-related crime statistics reflect age or cohort-based
differences.

Expenditure in the growing categories of social security, health care, welfare
and housing are already now many times greater than those in the shrinking
expenditure categories (i.e. education and, possibly, the administration of
justice). If the rates of growth and decline are of the same order of
magnitude, total expenditure will therefore rise sharply as a result of the
changing age structure of the population.
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On account of divorce and their partner's death, the elderly tend to live in smaller households

than the middle-aged.
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Apart from ageing, the continuing trend towards ever smaller households
('family shrinkage') is relevant for public expenditure 19. Since benefits
per person are generally higher for single householders than for people
forming part of a multi-person household, this trend will also lead to an
increase in public spending. At the same time it is conceivable that the
participation rates in each age group will rise as a result, thereby
broadening the revenue base.
The conclusion to emerge from this section is that demographic trends in
the coming years will exert an upward effect on public expenditure and a
slightly downward effect on the revenue base for such spending. In the
absence of any increase in labour force participation, part of the economic
growth will have to be earmarked for paying the cost of this demographic
shift. Higher labour force participation can help promote the ability to fund
such spendmg.
3.4.2

The economic opportuneness of higher labour force participation
The maintenance of living standards in both an absolute sense and a
relative sense (i.e. in relation to the level of prosperity in other countries) is
a fundamental economic argument for a higher labour force participation.
At first sight the present situation in the Netherlands would appear at
variance with this: the Netherlands are one of the most prosperous
countries in the world, while at the same time the labour force participation
is well below that in many other affluent countries.
The explanation resides in the comparatively high level of labour
productivity. It was seen in section 2.2.5 that in terms of per capita income,
the Netherlands lag slightly behind the other OECD countries. In terms of
income per man-year worked, however, and certainly in terms of income
per man-hour, the Netherlands lie closer to the United States.
The high labour productivity in the Netherlands derives in significant
measure from the physical and human capital in the country. In addition it
may be said that those in paid employment work hard and intensively. For
many men, one of the reasons this is possible is that they have a wife (who
may or may not have a paid job outside the home) to relieve them of
household and caring tasks. Finally, the high level of labour productivity is
probably also due to the extent to which less productive employees are
discharged from the labour process through the disability and
pre-retirement regulations, thereby increasing the average productivity of
the remaining employees. Given the already large number of disability
benefit claimants and pre-retired, it would appear less likely that a rapid
increase in labour productivity can be sustained, other than by technological
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This relates solely to family shrinkage within age cohorts. Family shrinkage due to the
changing age structure forms part of the aforementioned calculations.
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progress including its incorporation in investments and training
If a
reasonable rise in living standards is still to be achieved despite lower gains
in labour productivity, the labour force participation in the Netherlands will
need to rise. The United States show that the combination of high labour
productivity and high labour force participation is possible.
Apart from an increase in the number of disabled, increasing use has also
been made of other social security regulations. The extent of this
development in recent decades is revealed by the ratio between the
economically active and economically inactive.
Table 3.13

year

Developments in the number of economically active and
inactive persons, 1960-1988

(1)
Volume of
employment

(2)

Volume
of benefits

(3)
(4)
Ditto
excl.Aow* (2):(1)

(9
(3):(1)

Volume of employment: incl. the self-employed, public sector and the sick; x 1000 manyears.
Volume of benefits: excl. payments under the Sickness Benefits Act; x 1000 benefit-years.

*) AOW: General Old Age Pensions Act
Source:

Financiele Nota Sociale Zekerheid 1990 (Social Security
Financial Policy Document 1990); Parliamentary Proceedings,
1989-1990 session, Lower House (Tweede Kamer), 21 312,
nos. 1-2.

Table 3.U reveals that there has been a radical change in the ratio between

economically active and inactive persons since 1960.Whereas in 1960 there
were 31 full-time employees for every ten (full-time) benefit claimants, by
1988 the figure was down to just 13. If state pensioners 'are left out of
account, we then find that instead of the 126 employees for every ten
benefit claimants in 1960, there were just 29 full-time employees in 1988. As
noted in the previous section, demographic trends suggest that a further
deterioration in these ratios is to be expected.
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As more people drop out of the labour system in this way the marginal increase in labour
productivity upon the disappearance of an additional employee for reasons of disability or
pre-retirement will steadily decline. In due course, partly for this person a lower rise in labour
productivity needs to be allowed for.
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The figures in Table 3.13 indicate that, over the course of time, increasing
demands have been made on the solidarity between the employed and nonemployed. It will be clear that this trend cannot be sustained indefinitely.
The process can be reversed in two ways, firstly if benefit claimants are able
to resume paid employment (i.e. the unemployed and hidden unemployed in
the disabiity schemes), and secondly if the untapped supply of labour
(especially women reentering the labour market) enters the labour system
to a greater extent and if the elderly exit from the labour system less
rapidly. These two paths would not just be to the economic benefit of the
employed: the larger social insurance contribution base would also enable
the financial position of the remaining benefit claimants to be maintained or
improved.
One of the reasons why such a change is required is the level of the tax and
contribution overhead, i.e. the difference between the wage costs which a
company must pay for an employee and the net wage that the employee
ultimately receives after deduction of employer's and employee's social
security contributions and taxes. The size of the tax and contribution
overhead is related to the aforementioned degree of solidarity. Eurostat
figures reveal that the net wage in the Netherlands amounts to 51 perecent
of wage costs 21. This means that the tax and contribution oveihead
amounts to 49 per cent. In other countries the overhead is lower, ranging
from 43 per cent in West Germany and 42 per cent in Belgium to 33 per
cent in the United Kingdom. This means that wage costs per employee in
the Netherlands are on the high side, whereas the net wage is on the low
side.
The high wage costs are a particular burden for companies competing in
(international) markets in which there is little scope for product differentiation or where technological changes have run their course, and where
costs are therefore the decisive competitive factor. In these circumstances
the competitiveness of Dutch industry is adversely affected. A higher labour
force participation could help bring about a cut in the tax and contribution
overhead and hence a reduction in wage costs, thereby generating new
employment. The latter naturally applies to industry in general but certainly
also to the non-profit and public sectors, both of which have a high labour
intensity (see also section 4.2).
A final reason for aiming at a higher level of labour force participation is
related to the high level of spending on education, training and work
experience. Among other things such expenditure is incurred on the
assumption that both the individual and society or the company will in due
course obtain economic benefit.

It may be seen from Figure 3.6 that in 1958, the participation in education
by females aged 14-20 was significantly lower than that of men. Three
See Commission of the European Communities, A social Europe; Luxembourg, 1990, p. 61.
See also Ministry of Economic Affairs, Economie met open prenzen; (Economy with open
frontiers); Parliamentary Proceedings, 19841990 session, Lower House (Tweede Kamer),
21670, no. 2.
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decades later this difference had nearly disappeared. Participation in
education among both males and females in this age group has risen
sharply. On account of the low net labour force participation of females, the
economic return on education for females lags behind that on education for
males.

In view of the high level of spending on education and the length of time
that individuals spend in education, the low participation of women may be
regarded as a significant waste of scarce resources. Individuals, industry and
society in general could reap greater economic benefit from the high level
of spending on education if a higher proportion of women were to utilise
their education occupatiody for longer periods. This argument too
provides grounds for an increase in the labour force participation.

3.4.3

The social opportuneness of higher labour force participation
There are a number of social arguments for a higher level of labour force
participation These relate to the participation of females, unemployment,
hidden unemployment among d i s a b i i recipients and the wishes of the
elderly.
A growing number of women are seeking employment outside the home

~ was reflected
(see also sections 33.5 and 3.3.6). In the 1970s and 1 9 8 0 ~this
in the policies of the government and the social partners. The promotion of
labour force participation of females has become an official policy goal. "It
is essential", states the 1990-Social Innovation policy document, "to create
the right sorts of conditions to enable women who wish to do so to
participate in paid employment. (..) For women returning to the labour
force it is important that they be provided with the opportunity to
participate in extra training and work-experience schemes. It is also
desirable to expand the facilities enabling a combiiation of caring tasks and
paid employment. It is a matter of enabling people to maintain their links
with the labour market, since return after a break in labour force
participation is becoming steadily more difficult." In the context of this
report, the desirability of facilitating participation in paid employment by
females is a significant argument for a policy to promote higher labour
force participation.
Research by Becker indicates that the majority of the unemployed also

retain a strong orientation towards paid employment. Results of surveys
conducted in 1982 and 1986 indicate that six out of every ten unemployed
persons regard unemployment as decidedly negative and remain clearly
oriented towards paid employment. Around three in ten unemployed
persons, by contrast, appear comparatively indifferent towards the fact of
their unemployment or are at least not clearly oriented towards paid
employment. In some cases these are people with health complaints. In
many cases these are not insuperable; according to Becker, surveys show
that health complaints among the unemployed tend to disappear rapidly
once they have found work. Finally; one in ten unemployed persons is
satisfied with this situation.
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Apart from the existence of small-scale subcultures of long-term unemployed persons, other surveys confirm a marked orientation towards paid
employment among a large share of the unemployed. The desire of the
majority of the unemployed to find a job does not form the only reason for
combating unemployment; other relevant considerations include social
norms and the enforcement of legal rules. In particular, this concerns rules
of law in the field of social security or, more generally, the social norm that
adult residents, either alone or in conjunction with their partner, should
provide for their own maintenance by means of paid employment in so far
as they are not prevented from doing so by old age, sickness, infirmity or
wealth.

In a modern, mixed economy with a well developed division of labour, the
responsibility for the observance of this social norm is not just a matter for
individual citizens. The government, and, in the Dutch situation, the social
partners, bear a responsibiity in making this possible. Given the wishes of
the majority of the unemployed, the prevailing social norms, and the
maintenance of the principles of the welfare state, a preventive and curative
policy to combat unemployment may justifiably be regarded as one of the
principal objectives of government policy. In the terms of this report, an
effective anti-unemployment policy provides a contribution towards the
convergence of the gross and net participation rates.
With respect to activating the unexploited employment potential of disability
benefit claimants, the same arguments apply in principle as those for
combating unemployment. In this respect it should be noted that hidden
unemployment under the disability benificiaries does not depend so much
on the scale of employment - although that plays a role - as it does on the
abiity of employers to shed labour under the disability regulations and to
take on handicapped labour for work in line with their capacities. The
greater the room the labour system provides for the handicapped the
smaller will be the scale of hidden and partial unemployment.
The promotion of higher participation rates among the elderly (both males
and females) is in line with the wishes of a sipficant proportion of the
elderly. The few data available on this aspect were noted above. In addition,
labour force participation is a significant means not just for the young but
also for the elderly of taking part actively in society. The current
demographic trends indicate that the active labour force is growing older,
but in a system in which physically taxing labour is now on a small scale,
this need not in itself be a disadvantage.
3.4.4

The international political opportuneness of higher labour force
participation
In a society such as the Netherlands, which is obliged on account of the
openness of its economy and its geographical location to remain internationally competitive, the choices made by the national government in
virtually every area of policy are becoming ever more important. Such
choices help decide the comparative success or failure of our society in its
international context.
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A labour force participation rate corresponding with or at least not differing
excessively from that in competing countries would appear essential for a
society increasingly exposed to policy competition from abroad. While
countries do not compete in terms of their participation rates, they do on
the basis of the effects of those rates. These have been examined above. In
this respect the level of public resources is the most significant variable. The
direct relationship with the labour force participation means that the latter
affects the financial room for manoeuvre that a country has to achieve it
objectives in the public sphere and to compete against other countries. The
latter relates especially to competition in the field of education and the
physical, technical and scientific infrastructure.
3.45

Conclusion
Other thrngs remaining equal, demographic trends will lead to a fall in
labour force participation. The revenue base for defraying the costs of
health w e , the social services and social security consequently shrinks. This
shrinkage is offset to only a limited extent by the lower expenditure in fields
such as education. A strengthening of the revenue base in the form of
higher labour force participation is therefore essential in order to maintain
the quality of the present welfare state arrangements.

Higher labour force participation also appears required if the Netherlands
are to maintain their position as one of the most prosperous countries in
the world. The ratio between the number of economically active and
inactive persons (103 in 1988) forms a second economic argument for a
higher level of labour force participation. This is also the best strategy for
creating financial freedom to combat the genuine problems of 'new poverty'.
In addition, the greatly increased participation of women in education
provides an argument for uthzing this human capital more effectively.
Furthermore, the fact that many women wish to perform paid work
provides an important social argument for working towards a higher level of
labour force participation. In addition, the majority of the unemployed
aspire to paid employment. Quite apart from this, the unemployment
benefit regulations require them to seek paid employment. Similarly the
majority of disability beneficiaries are dissatisfied at being economically
inactive. The provision of opportunities for entering into paid employment
would be widely appreciated and would also lead to a reduction in
employees' social security contributions. In addition there are indications
that a significant proportion of persons aged 55 and over and a somewhat
smaller proportion of the over-65s would like to remain in paid
employment. Higher labour force participation would also be consistent
with a society in which only a minority of the population are in one-income
households consisting of a husband, wife and children living at home.
Finally, the process of international economic integration, especially within
the European Community, will result in intensified policy competition
between the nation states. This competition will take place especially in the
fields of education and the physical, technical and scientific infrastructure
and public spending. The respective attainments in these fields call for a
WORK I N PERSPECTIVE

taxation and social security base, that ultimately comes down to the level
and quality of labour force participation.
Taken as a whole the arguments outlined above point to the necessity for a
policy aimed at increasing labour force participation. This will not just be a
matter for the national government; the social partners will also need to
play their part, as will local government. Finally, a higher level of labour
force participation will only be possible if a substantial proportion of the
population considers that the positive aspects of employment outweigh the
possible drawbacks.
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General policy options
4.1

Introduction

The low labour force participation rate in the Netherlands is reflected
institutionally in the social arrangements of the welfare state. It also forms
part of an evolved system of economic production. At macro level the
pressure within companies to increase labour productivity has set in motion
a negative cycle with respect to labour force participation.

This chapter provides an indication of the direction in which socio-economic
policy should be adjusted if a higher participation rate is to be achieved.
The various concrete policy options proposed can also serve as a framework
for the further development of policy.
4.2

Breaking out of the negative spiral

Dutch society has long been characterized by a low labour force
participation. This has manifested itself particularly in the strikingly high
non-participation of females, at least in formal positions. Apart from
religious and ideological factors, the late and limited degree of
industrialization in the Netherlands compared with that in neighbouring
countries may form one of the background reasons.
On a national scale the non-participation of women was regarded as so
normal that the various institutional arrangements in the social welfare and
security fields have been closely based on this premise. This applie to the
taxation system and the arrangements and provisions relating to sickness,
disablement, and old age. Women received less encouragement than men to
obtain an effective education. Consequently, women generally enjoyed less
favourable w e e r prospects than men. There were no facilities for
combining parenthood and paid employment - something,in which there
was little if any interest among both men and women.

This social division between men and women - and in a way also between
the economic and the social - emerged most clearly in the debate about the
level of the minimum wage. The latter was based on the principle that it
should be sufficient for a breadwinner, his wife and two children to make
ends meet. The division of labour between males and females has, however,
also been institutionalized in many other areas. Thus married women
participated only in the social security regulations mainly through their
husbands and any earnings of a married woman were taxed on those of

'I

Married women had no entitlement to the state pension and in most cases to certain
Unemployment Provisions Act). Any benefits paid to women
unemployment benefits
lapsed at the point of marriage or concubinage (e.g. widows' and orphans' benefits, national
assistance).

w-
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her husband 2. The underlying reasoning was that a married woman's
earnings were no more than a supplement and therefore required no special
protection. Similarly social behaviour and customs were adapted to the
division between paid and unpaid work. Service industries assumed (and
still do) that consumers have large quantities of unpaid time at their
disposal. The opening hours of shops and institutions closely correspond
with commercial working hours, so that men and women are able to
perform their separate tasks during the same period.
The Netherlands did not commence from a favourable economic startingpoint immediately after the Second World War. Although demand was
buoyant, the lack of production capacity and the badly damaged
infrastructure, combined with a substantial balance of payments deficit,
meant that unemployment initially remained very high and that there was
very little room for wage increases. From 1952 onwards the economy
became more favourable, thereby facilitating a gradual reduction in
unemployment. On account of the governmentally controlled wage policy,
wage rises were kept right down. In order to compete in foreign markets
and to benefit from the gradual process of economic integration in Europe,
particular emphasis was placed on wage control. The policy proved so
successful that unemployment virtually disappeared. And not just that:
major tensions in the labour market arose as a result.
At that point it might have been 'decided' to take a more positive attitude
towards the labour force participation of women. In socio-cultural terms,
however, Dutch society was not yet ready for this. Although a number of
tax concessions made employment for women somewhat more attractive, it
did not provide sufficient stimulus. Women remained tied en masse and as
a matter of course to the home. In addition the labour market was heavily
segregated by sex For those women who did wish to work only a few
professions were in practice open to them. The introduction of a different
option - attracting immigrant guest-workers for unskilled work - was
accordingly adopted with next to no debate. In the 1960s, however, it proved
impossible to hold the line on wages. During the preceding years contract
wages had increasingly been supplemented by black wages. Once the dykes
had been breached matters progressed very rapidly, with annual wage
increases of 15 per cent.
To begin with the consequences appeared minimal. Economic growth
remained high and unemployment low. The discovery and exploitation of
the Slochteren natural gas field provided the Dutch economy with a fresh
boost. Apart from a minor recession in 1966-there were no apparent clouds
on the horizon. The social security system - provisionally completed in 1965
with the introduction of the National Assistance Act - was vigorously
expanded. For instance in this period the Disability Insurance Act (WAO)
was introduced. At the same time agreements were reached within the

To begin with married women's earnings were simply added to those of their spouse and
taxed accordingly. Following an increase in personal allowances, married women received a
separate (low) personal allowance in 1973. In 1985 partners' incomes were linked to one
another by means of the transferrable personal tax allowance.
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Social and Economic Council (SER) concerning the level of the statutory
minimum wage and the social minimum. It was also at this time that moves
were made to link social security benefits to the wages paid in the private
sector. These developments were not without consequence. Companies
confronted by massive wage increases saw their competitiveness come under
threat. The response took many forms, in which respect companies may be
classified into three categories.
The first group concerns companies obliged to compete in the world
market. Certain companies managed to make the switch to higher quality
products, thereby enabling them to retain their employment levels; their
products became so attractive that they were able to pay the higher wage
bill. Others pursued the path of price competition. In order to meet the
hlgher wage bi major productivity gains had to be realized. This primarily
took the form of capital expenditure. Even though this helped to keep up
the level of employment, a certain rundown in employment could not always
be avoided. The latter certainly applied to those companies that sought to
stay afloat with their traditional product range but which lacked sufficient
productivity increases. The less productive 6rms in particular, were
consequently picked off. The result was a rapid increase in the average level
of productivity and, with some delay, in productivity-related pay.
A second group of companies, operating solely in the domestic market,
sought to offset the higher wage bill by means of price increases. The result
was that customers requiring their goods for use as intermediary products
were obliged to adapt their prices correspondingly - thereby undermining
their competitiveness - and that other customers were lost. Labour-intensive
services were increasingly offered on the black or grey market. In the do-ityourself sector, especially households turned away from the business sector
to a certain extent in order to keep costs down 3.
For the third group - the government and companies in the non-profit
sector - the same considerations applied to some extent, but here the extra
earnings - except for natural gas revenues - came especially from higher
taxation and social security charges.

AU this set in motion a downward spiral. To remain competitive, companies
in the first category were obliged to aim at productivity gains, if only to
keep up with the next wage round. The knock-on effect on wages in the
non-profit sector and on social security benefits in turn forced up taxation
and social security contributions. To prevent this from leading to a cut in
net wages, the gross wage bi had to be increased still further.

This downward spiral was further accentuated by another factor. When the
Disability Insurance Act was introduced in 1967, it was assumed that no
more than 150,000 individuals would receive a benefit. In reality, however,
the number rose comparatively rapidly to over half a million. In 1976 the
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DIY activities do not necessarily depress employment, since they generate a large demand
for materials and equipment, while the lower costs mean that more work is carried out.
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General Disability Benefit Act (AAW) came into force. The number of
disabiity beneficiaries currently stands at 860,000 - a notably high figure by
international standards. The level of social security charges required to
cover this group is, therefore, high. Wage costs have also risen as a result of
expenditure under the Sickness Benefits Act. In terms of both sickness
absenteeism and pre-retirement the Netherlands stand out internationally.
The fact that widespread use has been made of these three regulations is
closely related to the fact that labour productivity in the Netherlands is
high, meaning that much is demanded of employees. The Disability
Insurance Act and the pre-retirement schemes are an attractive alternative
to the unemployment regulations for both employer and employee as they
enable less productive and older employees to disappear from the production process in an 'acceptable' manner.
And so the country has got into a negative cycle. To remain competitive in
the world market and to provide services at a reasonable price or minimize
costs, the emphasis in the Netherlands has been very b l y on raisiig
productivity by labour-saving investments. However rational such an attitude
might be from the micro-economic viewpoint of the individual company, the
macro-social and, by extension, macro-economic consequences certainly are
not. The resultant increase in unemployment and the number of disability
beneficiaries are driving up taxes and social security contributions. In turn,
the consequent increase in wage costs provides grounds for assessing
company workforces in terms of their productivity and dismissing the least
productive - and not infrequently older - employees. Thus the circle is
complete.
Current demographic shifts seem to accentuate the cyclical process even
further. The fall in the number of young people means that the proportion
of older employees, who cost more but have less training, is rising. This in
turn reduces competitiveness. At the same time the number of overdk is
increasing, entailing not just a higher pensions bill but also higher health
care costs. Since these costs will have to be borne by the same number or
even fewer people given unchanged policies, this can lead to a higher rate
of taxation and/or social security contributions, with all the adverse
consequences that would entail.
In terms of the underlying philosophy of this report, this negative spiral
needs to be overcome by means of a coherent package of measures.
Clearly, such a switch cannot be achieved overnight but must be a long
haul, the negative spiral has been of influence in many areas of social
intercourse. Over time, it has been responsible for all sorts of rights and
duties and entitlements and obligations. In many cases these rights and
duties are deeply enshrined in attitudes of social justice and solidarity, and
for that reason alone are not readily susceptible to change. This applies
especially when it comes to labour force participation. The fact that the
post-war 'normality' towards labour force participation was codified in a
complicated and comprehensive system of State arrangements (the 'welfare
state7) meant that these arrangements acted as a shield against natural
adaptation, so that the ultimately inescapable changes came to be and still
are experienced as an ever growing threat.
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Consequently, it is bighly important gradually to introduce measures in
many of the policy areas affected by the level of labour force participation.
In a number of cases that gradual approach will need to take the form of a
cohort-bused adjustment of the regulations and arrangements of the welfare
state. One example consists of the '1990 regulation' for young women,
under which the cohort of females turning 18 in 1990 will be assumed to be
economically independent, which involves certain consequences.

If the currently negative socio-economic cycle can be turned around, this
could have the following notable consequences. First the long-term increase
in labour force participation could exert a downward effect on labour costs,
thereby increasing the demand for labour. Not only will existing goods and
services become cheaper as a result, thereby boosting their sales, but it is
also likely that the demand for products hitherto provided by households
themselves - meals, child-care, care of family members and home
maintenance - will be transferred increasingly to outside parties, thereby
generating additional employment in those sectors. Even though little may
change in real terms, since these services already existed, the placement of
those services on a commercial basis and the consequent increase in the
participation will mean a fall in the costs of non-participation and hence
also of the burden of taxation and social charges on the part of those
already engaged in the labour process.
Secondly, higher labour force participation can lead to lower unemployment
and disability insurance contributions. Gross wage costs will consequently
fall, thereby improving the competitiveness of Dutch companies in the
exposed sector and making products in the sheltered (i.e. purely domestic)
sector relatively cheaper, thereby improving competitiveness with regards to
the black and grey circuits. It would also mean that labour becomes cheaper
in the non-profit sector, thus leading to an increase in the volume and
quality of employment. Other measures could have much the same effect as
long as they lead to higher participation and hence to a lower burden of
taxation and social security charges.
Thirdly, rising labour force participation will lead to higher labour
productivity per head of population, even though the average labour
productivity per employed person will probably fall slightly. This paradox
may be explained as follows. The fact that a wide range of activities would
be provided on a commercial basis at a higher participation rate or that
they would alternatively be (re-)entering fiom the black/grey sector to the
official economy means that the GNP of the Netherlands would rise. Per
head of population this means an increase in product. On the other hand,
the number of persons in employment will rise even more rapidly, both
within the private sector and elsewhere, so that productivity per employed
person will fall. Against this drop in productivity there would be a reduction
in gross wage costs.
Finally there are indications that the quality of the product and also the
quality of jobs could increase under such circumstances. More generally in a
labour system with a high level of participation, employment would no
longer be exclusively regarded by the providers of labour as a livelihood but
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as a suitable vehicle for participating in society both directly, via the
employment itself, and indirectly, via the income obtained and the social
contacts the employment brings with it. The private circumstances of
employees will have a greater, or different, bearing on the workplace than
hitherto; forms of 'recurrent employment' will become an increasingly
important element in individuals' employment careers. In circumstances of
higher labour force participation, male employees would no longer be
exempted by definition from the tasks of care: a rise in the female
participation rate will mean that more males will work part-time too and/or
will devote more time to domestic tasks.
A higher participation rate among females and greater involvement by

males in domestic tasks will require changes in the way time is managed.

This includes such matters as working hours and part-time work; the
opening hours of companies and institutions providing services; school
hours; and school holidays and leisure time. In addition, the currently highly
uniform pattern of hours in the Netherlands also creates logistical and
infrastructural problems. Furthermore, the potential capacity for informal
care is likely to decline, while the numbers of those in need of care
(especially the very old) will rise sharply with the ageing of the population.
This means that the care sector will need to grow more rapidly in the
coming years.
Elevating an increase in labour force participation into a main goal of
socio-economic policy is consistent with the changing circumstances of a
sharply restructured economy and a continuing process of individualization.
It emphasizes that there is less and less reason to adopt an ambivalent
attitude towards employment; that employment in the present day, and
certainly that in the future, will be different from that of the industrial era;
and that, as long as this remains unacknowledged, there is a risk of
throwing the baby out with the bath water.
That ambivalence forms part of a dominant and self-evident mode of
thought that sets the tone for daily practice in both the social sciences and
policy. This concerns the relationship between the economic and the social
or what the social scientist might term the relationship between economic
and social rationality. In varying guises the social sciences maintain that
economic rationality is increasingly penetrating the sphere of the social, and
that the 'system' is in the process of dominating and even 'colonizing' the
'real world' 4, and that functional or technical rationality is increasingly
displacing substantial rationality '. The question to arise is by nature a
conservative one, however progressively it may be formulated, namely:
"How can the assault of economic on social rationality be held at bay,
contained and possibly pushed back? How can a dam be erected against the
flood of economic primacy?"
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Cf. J. Habermas, Theorie des kommunikatives Handelns; Frankfurt, 1981.
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Cf. K. Mannheim, Man and Societv in an h e of Reconstruction; London, 1940, as well as

Diannosis of our Time; 1947; kc. Zjderveld, The Abstract Society Garden City, N.Y., 1970
and The Culture Factor; The Hague, 1983.
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Projected onto employment and labour force participation, this question has
received the answers it has sought: a basic income (although different from
the partial basic income formerly proposed by the WRR), the leisure
ideology, a highly elaborated system of social security, the 'normalization' of
unemployment and disability, a 'soft' and passive welfare state and, recently,
increasing skill shortages. In general this amounts to the fact that in both
academic and policy circles an increasingly strict division or caesura
between 'system' and 'real world' has been pursued. There is insufficient
appreciation of the fact that these two worlds of the formal and the
informal are each other's correlate. They belong together like the two sides
of a coin: no informal labour system would be possible without a restrictive
formulation of the formal system, no 'moral' cultivation of voluntary work
would be possible without an equally 'moral' cultivation of the notion of
efficiency in the formal labour system.
The policy options outlined below depart from the conceptual model of the
caesura and the mutual safeguarding of the economic and the social. This is
not to suggest that the 'old' question is incorrect but that at most the
question might no longer be opportune in the light of present developments
and possibiities. And because the question has changed the answers also
need to change. Instead of the 'conservative' question as to how the waves
of strict economic rationality can best be pushed back, this report poses an
inherently different question: "Why should it be that aspects of social or
substantial rationality - i.e. the 'real world' - have so little penetrated the
economic rationality of the 'system?" Why, in other words, are there still so
few facilities for child care, for flexible retirement and recurrent
employment (including leave arrangements for parenthood and care of
relatives as well as schemes and facilities for recurrent education)? In the
light of the restructuring of the economy over the past few decades, does
not the development of the 'system' provide at once greater room and
greater need for such changes? And, on the other hand, does not the
on-going process of individualization create an unprecedented need for
arrangements to link up life and work in non-traditional ways?

This inverted question forms the background to the policy options discussed
below. In turn, this approach leads to a transformed vision of
socio-economic policy. Central concerns in this vision are the desirability of
higher labour force participation and the premise that the social matrix
does not have to be exclusively 'protected' against the economic process. On
the contrary: in terms of a more positive attitude towards the role of
employment in social life, the emphasis should instead be. placed on the
adaptation of the economic process so as to enable participation in the
labour force for many more men and women. In this way the achievements
of the welfare state can be brought into line with current economic and
social circumstances.
4.3

Wage costs and labour force participation
Average wage costs in the Netherlands are high by international standards
and indeed exceed those in any other EC country. This is coupled with a
comparatively small spread in wage costs. This is connected with the fact
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that the minimum wage and the linked social security. minimum for a
multi-person household are higher than that in neighbouring countries.
Surveys show that wage restraint promotes higher employment. This effect
becomes more pronounced given supplementary policies in the form of an
active labour market policy to ensure that the potential for employment
growth is exploited to the full.
Sensitivity to the level of wages varies markedly between companies and
industries. If only for this reason the trend towards ever decreasing
wagecost differentiation between companies and industries needs to be
reversed. This would be possible if collective labour agreements were to
provide greater freedom for conditions of employment to be tailored to the
requirements of individual firms.
The statutory minimum wage and linked social security benefits limit the
potential for wage-cost differentiation at the bottom of the wage structure.
In addition the minimum wage in a sense sets a bottom limit for employees'
productivity. In the case of returners, out-of-date q ~ a ~ c a t i o and
n s a lack of
work experience can convert the hurdle created by the present minimum
wage into an insurmountable barrier. A reduction in the minimum wage
would not just pave the way for weak groups in the labour market but
would also create the possibility for labour-intensive activities that have at
present priced themselves out of the market on account of the existing
minimum-wage regime to be (re-)instated in the formal labour process.
Finally, such a measure could also be expected to have a positive effect on
the volume of employment. In particular, this will depend on the question
as to whether collective labour agreements incorporate new wage-scales
commencing at the reduced minimum wage and whether companies and
institutions make use of that room to create new jobs (e.g. work experience
placements or by splitting jobs into new and simpler ones).
The contracting parties in a collective labour agreement are able to request
the Minister of Social Affairs and Employment to make that agreement
binding on the relative industry. In that case the agreement is also extended
to companies within the industry that were not represented as such in the
negotiations. In order to prevent the effect of a reduction in the minimum
wage being nullified by collective labour agreements, the Minister could
give consideration to withholding universal application in the case of
provisions in collective labour agreements that set the lowest wage so far
above the minimum wage as to damage the prospects for employment of
unskilled and semi-skilled persons in that industry.
The introduction of the minimum wage was designed to reflect the
minimum requirements of a family with two children. The facts indicate
that this criterion has lost relevance. The notion of the traditional
breadwinner required to maintain his family on a minimum wage is
outdated; only 0.4 per cent of all employees fit this picture. One policy
option would be to remove this breadwinner element from the minimum
wage. Moreover, the prospect of a higher labour force participation rate
would further undermine the breadwinner's function of the minimum wage.
This process has in significant measure been fed by the movement towards
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women's liberation and the greater economic self-reliance of women. For
the government, this has provided ground for introducing a measure
designed to promote the economic independence of young women The
'1990s regulation', as it is known, relates to the cohort turning 18 in 1990.
For this so-called 1990 generation both partners in a couple are now
deemed independently to earn an income. These developments call for
facilities in the field of child-care, parenthood and family-care leave and the
separate taxation of couples. These proposals are discussed elsewhere in
this report. Consistent with these changes would be a minimum wage based
on individual needs.
In the case of the 1990 generation this policy option could include a

minimum wage geared to the present minimum requirements of a single
householder, namely 70 per cent of the social minimum for a family. In the
case of older cohorts, freezing the minimum wage would in due course
achieve a similar relative reduction in the minimum wage. Such a policy
would seek to ensure that the purchasing power of individual employees is
not undermined, irrespective of the generation to which they belong. This
could be achieved by decoupling the minimum wage from the social
minimum. By means of the introduction of a partner-benefit, analogous to
the national assistance regulations for the 1990 generation, it would be
possible to maintain the relative living standards associated with both the
minimum wage and minimum level of benefits. In particular, this approach
would provide an indication for reviewing the minimum wage. A number of
points will require further research and more detailed elaboration. Finally,
this strategy would mean that after a certain period, wage-cost subsidies,
such as those granted under the Minimum Wage-Costs Subsidy Act
(WLOM) will become redundant.
A4

An active labour market policy
An active labour market policy can contribute to higher labour force
participation in various ways. It can provide the unemployed and women
reentering the labour market with ways of facilitating (re-)entry into the
labour process. A preventive labour-market policy directed towards the
employed can help prevent new unemployment, while (other) qualitative
discrepancies in the labour market can also be countered.
An active labour market policy has four characteristics. In the first place it
seeks to promote labour mobility. Secondly, it aims to encourage the
unemployed to take active stock of their employment prospects. In the
absence of job prospects, participation in training or a work experience
placement should form an automatic means of obtaining (new or further)
qualifications for the labour market. In this respect counselling of long-term
unemployed can play an important role, provided it is adequately set up.
Until now this counselling only consists of one or sometimes two
discussions in the future prospects of long-term unemployed; in these
discussions hardly any prospects are offered.
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Thirdly it is characterized by a tripartite responsibility for the organization,
financing and structure of labour market. A fourth characteristic is a simple,
consistent and effective set of instruments that does justice to the
heterogeneity of the labour system. Now, the Dutch manpower policy
consists of too many, partly inconsistent measures. In view of new
developments and policy directions, the recommendations for an active
labour market policy contained in earlier WRR reports may be
supplemented as follows.
The current policy, which sets out to provide comprehensive measures for
young people, should be introduced as quickly as possible and
supplemented by comprehensive measures for the unemployed aged over
27. It would be advisable for the guarantee element to be less emphasized
for the latter category. The essence of such an approach should be to
introduce sufficient labour market provisions to enable the unemployed and
female returners to re-enter the labour system. In this respect work
experience placements are indispensable, not just in the public but also and
especially in the private sector. The additional value of the tripartite
execution of labour market policy will need to prove itself in the realization
of work experience placements. In view of the practice of mediation for the
long-term unemployed and female returners, the realization of work
experience placements should be accorded priority over the introduction of
job pools, which should be regarded as a last resort.
Now that it has become increasingly possible to provide the unemployed
with opportunities for suitable work, suitable training or suitable work
experience, the path has been cleared for an active sanctions policy under
the system of social security. In this context, the concept of suitable work
should be broadened. The extent to which the operative restrictions with
respect to level of education and/or employment history should be adapted
needs to be examined. In addition it still needs to be examined whether
legislative amendments are required in the light of the jurisprudence
handed down to date. Furthermore, the permitted percentage reductions
should be increased to (say) 25 per cent of the net benefit. An active policy
of sanctions should be designed to ensure that the unemployed no longer
compare a prospective wage with their benefit but with a substantially
reduced benefit.
It would be desirable to make earnings from employment more attractive
from a tax viewpoint in relation to social security benefits by increasing the
tax allowance for labour incomes. Such tax relief for employed persons
could be coupled to higher taxation in the form of an upward adjustment of
certain tax rates or a compression of wage and income tax brackets.
Training should be organized along market lines. This could be done by

institutionalizing local training markets. The supply side includes private and
semi-public training institutions (including the in-house training courses
provided by companies and institutions), while the demand side covers
employment exchanges and joint ventures between employment exchanges
and the municipal social services, as well as companies and institutions. This
recommendation would entail placing the Centres for (Administrative)
Vocational Training on an independent footing. Institutions for basic
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education and the Centres for Occupational Orientation and Training
(CBB) should be given the opportunity to benefit from local training
markets, without being brought entirely under this regime.
Employment exchanges and joint ventures between employment exchanges
and the municipal social services should be the first institutions to which the
unemployed turn in the public sector for employment assistance. The
municipalities and provincial governments should transfer their activities in
this field, plus the available funding,in their entirety to the Regional Offices
Employment Exchanges (RBAs). Under the National Assistance Act, the
municipalities should facilitate employment on the part of single parents by
helping to meet specific costs, such as those of child care and
earnings-related costs, as to enable single parents to earn (again) an
independent living.
Flexibility is important for company competitiveness. From the viewpoint of
the supply side of the labour market, some flexible contracts of
employment, as well as more flexible shopping, working and school hours,
would make it easier for employment to be fitted into people's individual
circumstances. As the labour force participation increases this is becoming
more important.
4.5

Recurrent employment
In the first place, recurrent employment concerns regulations to promote
regular training as an integral element in individuals' employment careers.
In addition it concerns arrangements tailored to individuals' private
circumstances whereby they can obtain leave from employment for such
purposes as parental leave and family care. Recurrent employment is
important for the scale of employment and also for the quality of work and
job satisfaction.

There would be a good case for introducing a coherent and lasting system
of vocationally-oriented recurrent education in the 1990s for the employed
and those seeking work. In particular, this will need to be achieved through
the collective bargaining process. In the Dutch situation, such a system
would in due course need to comprise at least three elements.
In the first place those lacking even basic qualifications should be provided
with the opportunity of obtaining them, in the form of an individual
entitlement. The ability to obtain a basic qualification, comparable to junior
vocational/lower general secondary education, should be an alternative
open to individual employees. The unemployed and female returners should
have an entitlement to obtain an apprenticeship contract.
The second element is for unemployed persons and female returners who
already have a basic quali6cation or who are seeking some other form of
qualification to be provided with opportunities to participate in
vocationally-oriented training courses. An active labour market policy would
also be desirable for disability beneficiaries, in so far as they are capable of
employment. Training specially developed for the handicapped would
provide a vital element.

WORK I N PERSPECTIVE

A third element would be to provide facilities for all or a substantial
proportion of employees at one or more points in their careers to take a
certain amount of time off for further or transitional vocational training
without loss of pay and/or their job. Individual entitlements on this score
could be built into the collective bargaining process.
The underlying motivation for the proposed system of vocationally-oriented
recurrent education is the rapid obsolescence of knowledge and expertise on
account of technical, scientific and economic developments, the importance
of training as an instrument to combat unemployment, improvements in the
quality of work, the promotion of equal educational opportunities and the
improved distribution of educational funds. In addition there would be a
(modest) contribution to employment in so far as the vacancies created
under such a system were filled.
An expansion of the Private Industry Employees Training Subsidy Scheme
with a view to meeting the start-up costs of organizing training on an
industry and branche basis could make an important contribution towards
setting up a training infrastructure in the various industries and branches of
the Dutch economy. In this respect it would be desirable for those
industries and branches to draw up a plan of action. The progress and
results of vocationally-oriented recurrent education should be monitored at
central level, for example by the Social and Economic Council or the
Central Office for Employment Exchanges (CBA).

If so desired, in the future a statutory measure could be introduced to
round out the vocationally-oriented recurrent education as provided for
under collective bargaining. The additional advantage of a statutory
regulation in relation to collective labour agreements would be that it could
also extend to non-collective bargaining areas and to those companies and
institutions not covered by wllective labour agreements with respect to
vocationally-oriented recurrent education. A statutory regulation could also
help reduce the susceptibiity of vocationally-oriented recurrent education to
variations in the level of economic activity - a danger which past experience
shows is far from imaginary.
Women frequently interrupt their careers to care for young children. Their
skills and professional experience become dated, and returning to the
labour system is often a major problem. Maternity leave can facilitate the
combination of paid employment and caring for young children and help
prevent return to the labour force from being a problem in the future. In
this way it contributes to the labour force participation of women and, to
the extent that those taking leave are replaced, can also increase the
demand for labour. The Council intends to investigate whether paid
maternity leave, as a supplement to statutory unpaid maternity leave, could
contribute to labour force participation.
In addition to parental leave, it is important for parents to be able to take
time off work if children suddenly fall ill. Schools provide no such facilities
and leaving sick children in a day-care centre creates problems. Family-care
leave would be a suitable subject for inclusion in collective bargaining.
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Employees could-also be given a choice between days off in lieu of shorter
working hours and an entitlement to family-care leave when the need arises.
This would be particularly important for part-time and full-time workers
lacking any entitlement to days off in lieu of shorter working hours.

Women
Both the social security and the income tax regulations provide a built-in
protection for breadwinner households. These facilities enable partners - in
practice women - to withdraw from the labour market without undue effect
on their income. The obverse of this situation is that (re-)entering the
labour market can also have only a minor effect on income; in addition to
the normal marginal pressures of taxation and social security contributions,
the loss of breadwinner allowances means that the first income in the
household becomes more highly taxed. Participation by women in the
labour force is also hampered by the lack of facilities to combine
parenthood and paid employment.
Fewer than 2 per cent of 0-4 year-olds are looked after in day-care centres
in the Netherlands. The lack of child care facilities and after-school facilities
probably forms the chief obstacle to employment for women with children.
Upon the simplification of the taxation system in January 1990, the
deductibility of child-care costs was converted into direct support for childcare under the Temporary Child Care Subsidy Scheme. This measure
resolved the long-standing debate about the choice between tax concessions
for working parents versus government support for child care in favour of
the latter. A more rapid expansion of child-care facilities than that planned
under the Temporary Child Care Subsidy Scheme (up to 1992) would not
appear possible as it will run into accommodation and staffing constraints.
A continuing expansion of child-care facilities will be required after 1992 in
order to encourage greater numbers of women to participate in the labour
market. Allowing for an annual increase in the labour force participation of
women of 1.5 per cent, the increase in child-care facilities will need to
average at least 3-4 per cent. With respect to the distribution of the funding,
the best system would be a national child-care fund that would be able to
provide matching subsidies to municipalities, companies and institutions
taking measures in this field.
Various surveys have revealed the existence of major variations in western
countries with respect to both the labour force participation of women and
the taxation burden on the second income in a household. In general a high
female participation rate is associated with a friendly taxation regime for
dependent partners. In international terms, the Dutch system of wage and
income taxation remains one of the more 'partner-unfriendly' systems, even
though it has been gradually individualized in recent decades. The
individualization of wage and income taxation has been associated with an
increase in the labour force participation of women. One of the few
breadwinner facilities to have survived in the taxation system is the
transferrable personal tax allowance. A single-earner's tax-free allowance is
twice as high as that when both partners work. This means that taxation is
levied on a partner's income from the very &st guilder. This has a
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particularly marked effect in the case of minor part-time jobs. One option
would be to abolish the system of the transferrable personal tax allowance
with a view to encouraging employment on the part of dependent partners.
This would, moreover, do justice to those households in which there is no
tax-advantaged partner.
On account of the consequences for the distribution of income, it would not
be desirable to abolish the transferrable personal tax allowance at a stroke.
The resultant higher taxation receipts of around 4 billion guilders do,
however, provide room for compensation. That compensation could be
offered to single earners with children by means of child benefit and
child-care facilities. Single persons and two-income families without children
would not s a e r any direct financial consequences, while two-income
families with children and single parents would benefit from the
compensation arrangements.
The policy option as outlined above would financially penalize single
earners without children. To prevent this group from being confronted with
an excessive drop in income - at the lowest level this would be around 8 per
cent - the transferrable element of the basic allowance could be gradually
reduced to zero over a period of ten years. For many, the drop in incomes
would be offset by the general increase in real wages, while dependent
partners would also have time to make offsetting arrangements in the
labour market, for example by means of a (part-time) job - which would,
moreover, come under a more attractive tax regime.
One of the main means of compensating for the abolition of the
transferrable personal tax allowance would be an increase in child benefit.
Child benefit then is designed to cover material expenditure on children
plus an element of maintenance costs. At present child benefit rises with
the age of the child and the position of the child within the family. Because
the economies of scale of having a large number of children are greater
when it comes to maintenance costs than material costs, the existing
differentiation in child benefit could be reduced, so that the falling scale of
reimbursement for maintenance costs would offset the rising pattern of
reimbursement for material expenditure. This approach would also remove
the justification for the existing differentiation according to age. Whereas
the material costs for children rise with age, the maintenance costs decline.
In this way the child benefit for the first up to and including the seventh
child could be equalized at a level above the current benefit for the fifth
child. This increase in child benefit would almost compensate the income
loss from the abolition of the transferrable personal tax allowance. For
single-earner families with income below average, and respectively one, two,
or more children, the compensation is 75 per cent, 100 per cent, and more
than 100 per cent respectively. For higher income households, the income
effects are slightly more negative.
On account of the linkage of social security benefits to the minimum wage
of a single earner (the net-net linkage), the abolition of the transferrable
personal tax allowance could have unintended side-effects for the minimum
benefits. In order to prevent the latter from being reduced, consideration
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could be given to amending the linkage system. The social minimum could
for example be linked to the income of a two-income household in which
both partners earn half the minimum wage. This new reference point for
the social minimum would, however, mean that households in which only
one minimum wage was being earned would qualify for the aforementioned
'partner benefit'. That group is not large, being somewhere between 13,000
(the number of employees maintaining a partner on a wage no more than 5
per cent above the minimum; 1985 figures) and 50,000 (i.e. single-earner
households without children at the minimum level, including minimum
wage-earners and benefit claimants; 1987 figures). A point for consideration
in this revised structure would be the relative position in relation to
recipients of an income just above the minimum wage.
Provisional calculations by the Central Planning Office indicate that the
abolition of the transferrable personal tax allowance could increase the
female supply of labour by around 100,000. This would apply primarily to
part-time jobs. The effect of increasing child benefit has not been taken into
account. The proposed increase in child benefit would cost around 3 billion
guilders, or some 75 per cent of the financial room created by the
progressive abolition of the bansferrable personal tax allowance. This
measure would not, therefore, have any adverse effect on the government's
budget, although an adjustment would be required for the tax and social
security contributions norm.
Others (Emancipation Council, Federation of Netherlands Trade Unions)
proposed to use the abolition of the transferrable personal tax allowance to
finance social security benefits for dependent partners who are available for
paid employment. The budgetary consequences of doing so are, however,
uncertain, while it is doubtful whether it would have a marked effect on the
(net) labour force participation of women. The existing problem of abuse
and improper use could be exacerbated if dependent partners obtained an
independent entitlement to benefit payments. These problems would not
arise with the proposed increase in child benefit.
Women should not be a target group under legislation to promote
employment opportunities proposed in a different context (namely to assist
immigrants and the disabled, see section 4.8). Although there are cogent
reasons for introducing such legislation (which was inspired by the
Canadian Employment Equity Act), the counter arguments are decisive. In
particular, an excessive number of target groups would weaken the
effectiveness of such an act, while satisfactory numbers .of women are
already entering the labour system without any such legislation.
4.7

The elderly
Since the early 1970s, the labour force participation of the elderly especially males - in the Netherlands has steadily fallen. Many elderly
people have left the labour system, either voluntarily or involuntarily, under
disability, pre-retirement or unemployment schemes. The arguments noted
above in favour of higher labour force participation also relate to the labour
force participation of the elderly. The participation of the elderly can be
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promoted by the removal of institutional obstacles. To some extent such
opportunities would not be made use of for some time, but others could be
taken up in the short term.

In the long term a structure should become normal in which it is customary
for the elderly to remain in paid employment up to the age of 65. There
should be provision for the elderly to complete their working w e e n in
part-time employment or to take up a second weer, where appropriate
part-time. Those who wished should also be permitted to continue working
beyond the age of 65.
Preventing a loss in pension rights upon switching to a different employer is
a significant factor in promoting the external labour mobility of the elderly.
The downward mobiity of the elderly in their present employment can also
be a problem. In line with the practice of the Public Servants
Superannuation Fund (ABP), pension funds could introduce 'stepdown'
arrangements to permit downward mobility (i.e. demotion) on the part of
the elderly without a sWcant loss of pension. It needs to be examined
whether this would be sufficient with respects to age-conscious personnel
policies or whether it would be preferable for the present final-pay clause in
the pension system to be replaced in due course with an average-pay clause
based on the indexation of accumulated pension entitlements. In addition
the possibility of introducing flexible pension arrangements certainly
deserves further study. This would include the possibility of deferred
retirement, i.e. retirement after the age of 65.
In the short term it would be desirable for employees and employers,
including the central and local governments, to create the possibility of not
just full-time but also part-time pre-retirement schemes (VUT). This would
significantly extend the options for employers and employees, apart from
which it would have a positive effect on labour force participation. In
addition the Council intends to examine which labour law obstacles impede
paid employment at higher ages and how these might be overcome. In the
first place this would concern 65 as the automatic age for dismissal. The
continuing labour force participation of the over-65s would also raise
questions in relation to entitlements and obligations in connection with
employees' and national insurances. Finally the labour force participation of
the elderly would benefit from an age-conscious personnel policy in
companies and institutions and the aforementioned vocationally-oriented
recurrent education for the employed and job-seekers. In the short term, an
age-conscious personnel policy could build on the possibility in existing
pension schemes of 'step down' arrangements without significant loss of
pension.

Disability beneficiaries
Compared with other countries the Netherlands has a high rate of sickness
absenteeism and a relatively large number of disability beneficiaries. Over
the past ten years, the ratio of disabled persons to the total insured
population has been nearly double of that in West Germany and roughly
three times as high as that in Belgium. This is one factor behind the low
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labour force participation. -The number.-ofdisability beneficiaries is growing
steadily and threatens to reach the one million mark around 1993. Most of
these have been assessed as fully disabled.
One of the reasons for the high level of disability is that both the Sickness
Benefits Act (ZW) and the disabiity schemes (AAW and WAO) are
generous in comparison with neighbowing countries and, in combiition,
provide a comparatively attractive route of exit from the labour force. The
Disability Insurance Act (WAO, 1%7) provides wage-related benefits up to
a certain maximum. The General Disability Benefits Act (AAW, 1976)
provides a national insurance for disability at a minimum level. Among
other things the AAW was introduced for the self-employed and those
handicapped at an early age. Disabled employees generally receive a
combined WAO/AAW benefit.
Disability in the Netherlands has currently reached a scale that makes it
imperative to take measures in the very near future to s t a b i i or reduce
the volume of AAW and WAO benefits. Failing this there will be little
alternative but to reduce the benefit levels for new claimants radically and
to limit existing benefit entitlements. These considerations call for a policy
addressing the various stages in the process in which people qualify for
benefits under the disability schemes. In this respect a distinction may be
drawn between preventive policy, aimed at reducing the inflow under the
AAW and WAO, and curative policy, aimed at enlarging the outflow from
these schemes. The former may be further separated into primary
preventive policy, aimed at reducing long-term dependence on sickness
benefits, and a policy of secondq prevention, aimed at reducing the
number of people passing on from long-term dependence on sickness
benefits to the Disability Insurance scheme (WAO).
An analysis of the disability problem indicates that only a coherent package
of policy measures can achieve the desired effect; isolated measures will not
be sficient. In addition the cultural climate surrounding the disability
regulations will need to change. The following policy options, many of
which, in varying combinations and with various emphasis and elaborations,
have been proposed by the Central Business Organizations Council (RCO),
the Netherlands Federation of Trade Unions (FlVV), the National
Federation of Christian Trade Unions (CNV) and the parties in the autumn
1990 consultations (i.e. the government and social partners), are largely
compatible with the existing system, meaning that most of these could be
introduced in the comparatively short term.
In certain areas, however, legislative amendments would appear unavoidable
and these will need to be prepared in good time. This applies for example
to a possible change in the disabiity criterion in the regulations (i.e.
replacement of the loss of earnings criterion by a capacity for work
criterion). This will require further study and no recommendations have
been made on this point in this report. In addition the Council intends to
examine a number of other policy options. One of these concerns whether it
would be relevant for the employment history of the individual in question
to be taken into account in the granting of disability benefits, as is the case
in various other EC countries.
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In the light of experience in other countries, attention will also be devoted
to the structure and implementation of the disability regulations in a
general sense. This will also include a consideration of the pros and cons of
the social security administration proposed by the Social and Economic
Council (SER) in 1990 and of a number of more specific matters.
Prevention is always better than cure. There are a number of possibilities
for preventing employees from drawing benefits under the Sickness Benefits
Act, which forms the precursor to the receipt of disability benefits under
the WAO.
Among other things the quality of work can be improved by stricter
implementation of the Working Conditions Act. The Factory Inspectorate
could enforce the Factories Act among companies and institutions with a
high level of sickness absenteeism more rigorously. Under the Employment
for Handicapped Workers Act (WAGW), the Inspectorate could lay down
conditions for employers with respect to the layout and arrangement of
workplaces for partially disabled employees. It may be that the Inspectorate
would need more staff for these purposes. In addition a good social policy,
with attention to older employees and training, is important. The same
applies to industrial medical services. For the present, collective labour
agreements provide the most effective means of introducing such services in
companies with fewer than 500 employees.
Differentiation of the Sickness Benefit contributions per company could
provide a significant financial incentive for reducing the use made of this
Act. If this were done, it would mean taking into account all cases of
sickness in setting the level of contributions. In addition the implications
and effects need to be investigated of making employers pay in its entirety
for the first few weeks of sickness absenteeism. In principle, an own-risk
element for employees could also be introduced under the Sickness Benefits
Act. Instead of discouragement in the form of extra qualifying days or a
lower Sickness benefit rate, it would also be possible to grant a number of
extra days off to employees with little if any sickness absenteeism over the
course of a year. Companies and institutions would also benefit from
tightening the sickness notification procedures. For preference, notification
should be made to an employee's immediate superior. Industrial medical
services should play a more active supervisory and initiating role. A
requirement could be introduced for a medical certificate from an
employee's general practitioner stating the reason for sickness absenteeism,
for submission to the employer and industrial medical service and the
medical service of the industrial insurance board. The necessary costs could
be regulated under collective labour agreements.
The handicapped should be designated as a target group under an act to
promote employment opportunities; this would create greater openness
concerning the policy of companies and institutions with respect to the
employment of handicapped workers. Such an act would provide
opportunities for consultation and for influencing existing personnel policies
of companies and institutions. It would also provide an alternative to the
quota provisions under the Employment for Handicapped Workers Act.
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Secondary prevention policy is aimed at countering the apparently
automatic transition from long-term sickness absenteeism to employment
disability. A number of measures could be introduced. After an employee
had been in receipt of sickness benefits for six weeks, steps should be taken
to reintegrate the employee into his original employment. Company doctors
and industrial medical services could play an important part in this respect.
After three months there should be a requirement for compulsory talks
between the employer and the sick employee, in consultation with the
industrial insurance board medical doctor and the industrial medical service,
about a return to work. A return-to-work plan should also provide for the
possibility of reintegration into other suitable work. Employees who
cooperate in such a reintegration plan, by which the original contract of
employment remains in force, should, in the event of full recovery or if the
reintegration fails for reasons beyond their control, be given the right for a
certain period to return to their original job. This right of return could then
replace the protection against dismissal which sick employees generally
enjoy for a two-year period. In addition it would be desirable for all
'sixth-month Sickness Benefits cases' to be referred to the Joint Medical
Service (GMD), whose responsibilities include disability assessment, so that
a start could be made at an early stage (in collaboration with the
employment exchange and the industrial insurance boards) on investigating
the possibilities for reintegration with the same or a different employer. In
addition the communication between the medical professions needs to be
improved and the medical supervision by medical insurance officers and
industrial insurance boards to be strengthened.
It would appear possible permanently to reduce the future inflow of benefit
claimants under the disability regulations if the disability criterion were to
be amended in the sense of replacing the loss of earnings criterion by a
capacity for work criterion. The intended result would be that employees
would only be accorded partial or full disability status if, on the basis of
medical and occupational criteria, they are not or no longer fully capable of
performing 'suitable' paid work. Earnings capacity - i.e. the level of pay
theoretically earnable with the remaining work capacity, expressed as a
percentage of previous pay - would no longer determine the degree of
disability. Medical and occupational criteria would be the sole factors.
For the introduction of a capacity for work criterion to have the desired
effect the concept of suitable work would need to be extended. This would
still be feasible and desirable even if it were not decided to introduce a
capacity for work criterion. It would need to be examined whether an
extension of the de6nition of suitable work would also require a legislative
amendment.
In connection with the introduction of a capacity for work criterion, the
number of disability categories under the WAO and AAW could be
reduced from seven and six respectively to (say) two. This would then mean
that people were either partly incapacitated, and would receive a partial
benefit, or totally incapacitated, in which case they would receive a full
benefit.
Disability benefits (including those under the existing statutory regime)
should to begin with be paid on a temporary basis. It should then be
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assessed whether and, if so, to what extent, different work can be
performed. By means of an active labour market policy, recipients of
temporary benefits should be given the maximum opportunity to enter or
reenter the labour system, where appropriate with their former employer
and in their old joblformer profession.
In addition a more critical implementation of the General Disability
Benefits Act and the Disabiity Insurance Act is required, especially with a
view to the category of hard to define complaints. Among other things a
second medical opinion could be introduced. The proposed bonus/malus
regulation can encourage employers to shed fewer workers via the disability
regulations and to employ greater numbers of handicapped workers.
The introduction is required of an active labour market policy aimed at all
disabiity beneficiaries deemed capable of normal or where necessary
adapted employment. The arrangements should also extend to the
prolonged sick. The present labour market conditions provide special
opportunities for obtaining results with a curative policy. In line with the
policies for the long-term unemployed, counselling can form an important
element in an active policy. In the light of the available medical and
occupational advice, such consultations need to examine each person's
employment potential. Facilities should also be provided to create
opportunities for entry/re-entry into the labour system. An active policy
naturally stands or falls with the ability to provide adequate labour market
facilities, especially in relation to training and work experience. Even more
than in the case of the long-term unemployed and female returners,
individualized arrangements are needed for the handicapped.
Organizationally, an active policy could best be implemented by means of
cooperative arrangements between industrial insurance boards, the Joint
Medical S e ~ c e sand the Regional Offices for Employment Exchanges
(RBAs). Such arrangements would differ from the existing cooperative
arrangements between employment exchanges and the municipal social
services, the main difference being the input of the Joint Medical Services.
As in the case of labour market policy in general, the set of instruments

should be subject to the requirements of simplicity and consistency.
Sheltered employment is in part an instrument of social security, in the
sense that it makes provision for individuals who would otherwise have no
prospects of paid employment, and partly an instrument of labour market
policy, with the object of moving on to 'normal' employment from sheltered
employment. In practice, this goal is rarely achieved. Given the existing
waiting lists, employees under the Sheltered Employment Act (WSW)
should also qualify for the active measures noted above.
4.9

Conclusion
The achievement of higher labour force participation during the course of
this decade would be desirable on a number of grounds. Leaving aside
calamities, the 1990s provide opportunities in that direction. On the one
hand there is a potential supply of labour waiting to be tapped, while on the
other a continuing rise in employment appears feasible.
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It is up to central and local government, employers associations and unions
to implement the kinds of participation policies outlined in this report. In
this respect a large number of policy options have been put forward.
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