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2.11

QUESTIONS ON THE DUTCH LABOR MARKET

Introduction

Thee investigation into personnel selection behavior of employers, on which this study
reports,, is situated in the Dutch labor market. Many of the problems of the Dutch labor
markett are similar to those in other countries, but the Dutch setting also has several
characteristicc aspects. Non-participation in the Netherlands is widespread and is
concentratedd in certain groups of the population. On the other hand, there does not seem
too be a shortage in vacancies. Section 2.2 will present some key figures on these issues.
Sectionn 2.3 will briefly look at some salient features of labor market policy in the
Netherlands.. Section 2.4 concludes.
2.22

(Non)-participation in the Netherlands

Inn 1990 the Dutch population aged between 15 and 65 counted 10.3 million people. The
Dutchh Central Bureau of Statistics differentiates between people who have a job (no
matterr for how many or few hours per week), people who do not participate and people
whoo actively search for work, are ready to accept a job and receive unemployment pay
(CBSS (1991a)). The latter category will be referred to as 'unemployed' in this text,
althoughh this notion of unemployment underestimates the 'real' level of unemployment.
Thee largest category not included in this definition of unemployment concerns people
whoo are unemployed while not receiving any benefit.
InIn 1990, 62% of the population of working age actually holds a job. In 1980 this figure
wass only 54%. The increase is the result of two developments. First, as is noted in the
recentt survey of the Dutch labor market by the OECD (1992), employment growth has
beenn "buoyant" during most of the eighties. The OECD-researchers estimate employment
growthh in persons at 2% a year between 1983 and 1990. This is way above the 0.9%
averagee for the European Community (EC) and also higher than the 1.4% for the OECD
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ass a whole. Second, a remarkable set of changes in the definition of employment has
contributedd to the increase in the employment rate during the eighties. Van Paridon
(1990)) shows how the inclusion in labor statistics of all jobs bigger than or equal to one
hourr a week has inflated the employment rate from 1987 onwards. The figure of 62%
referss to the most recently updated definition as presented in CBS (1992b) (see also Van
Paridonn (1992)). The latter definition will be used throughout this text unless otherwise
specified. .
Independentt of the definition chosen, part-time work is widespread in the Netherlands. If
wee calculate the employment rate in labor years we end up at 51% in 1990 (CBS
(1992b)).. This figure is reduced even further if we look at actually productive labor
years.. In that case we want at least to exclude working people who are on sick leave.
Convertingg the latter to sick leave benefit years (SZW (1992)), an employment rate of
justt over 47% results.
Nextt to the low employment rate, OECD (1992b) points at the high level of productivity
ass another salient characteristic of the Dutch labor market. Productivity per hour worked
inn the Netherlands is only rivaled by the US. This may partly be the result of past
policiess which offered large groups of less productive workers a road to nonparticipationn and even encouraged them to seize this opportunity. Until recently the low
employmentt rate was not perceived as an important problem in the Netherlands. On the
contrary,, non-participation was long seen as a major instrument in fighting
unemployment;; disability and pre-pension schemes were used explicitly to create room
forr young labor supply (see e.g. OECD (1992) and WRR (1990)). High disability figures
andd the popularity of pre-pension schemes are prime results of this policy.
WRRR (1990) presents four major reasons to fight the relatively low employment rate in
thee Netherlands.
First,, the high ratio of benefits to labor years causes labor costs in Holland to be high
whereass net wages are relatively low. This difference bears a threat to the quality of the
welfaree state; high labor costs may endanger the profitability of firms, whereas the high
burdenn of social security premiums tests solidarity. An increase in the employment rate
wouldd take a lot of these tensions away.
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Second,, the average age of the Dutch population is rising, more or less parallel to
demographicc trends in other western countries. As non-participation is more likely at a
higherr age, this may result in a further decline of the employment rate, which imposes a
furtherr challenge to the Dutch welfare state.
Third,, WRR (1990) points at the social importance of having a formal job. Where other
meanss of social integration, such as family, church, labor unions, political parties, etc.,
havee become less important, employment has become more important, both for personal
developmentt and for cohesion of society as a whole.
Fourth,, an open economy like the Dutch has to be competitive in the field of the
"educational,, physical, technical and scientific infrastructure" (p. 117). This especially
countss as countries have become increasingly interdependent and policy-competition has
becomee more and more important. Since the financial resources of a country are closely
linkedd to its employment rate, the employment rate in turn influences the quality of the
variouss types of infrastructure and thus the competitive power of a country. Therefore,
thee Netherlands cannot afford their employment rate to be way below employment rates
inn competing nations.
Policyy objectives have changed indeed, as can be read from SZW (1992). In this major
policy-document,, the Minister of Social Affairs and Employment defines increasing the
employmentt rate as the single most important policy-objective for socioeconomic policy
inn the nineties. This implies that groups with currently lagging labor force participation
aree to (re)enter the market in increasing numbers. We will now take a look at the various
groupss in the Dutch labor market with particularly low employment rates.
2.2.11 Problem groups
Non-participationn in the Netherlands is concentrated in certain groups of the population.
Peoplee who are older, female, immigrant or lower skilled face a relatively high incidence
off non-participation. Further characteristics which are linked to a problematic labor
markett position are disability and long term unemployment.
Figuree 2.1 shows that most Dutch men between 25 and 55 hold a job. Men between 15
andd 24 work less, primarily because they are trying to get educated. Men aged 55 and
overr participate less because they exchange the labor market for disability or
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Figuree 2.1 Labor market participation of men between 15 and 65 years of age, 1990
MENN ( X 1 0 0 0 )
dnon-participating g
search. < 20 hr/wk
Hsearch.. > 20 hr/wk
E3working<< 20 hr/wk
Sworkingg > 20 hr/wk

Source:: CBS (1 991 a)

unemploymentt benefits or pre-retirement schemes. About 36% of these men are on
disabilityy benefits. The non-participation of older men in the Netherlands becomes even
moree evident if we look at the age group of 60-65. In this age bracket 39% receives a
disabilityy benefit, 7% receives unemployment pay and 35% is pre-retired '. This leaves
att most 19% of the men in this age group to be fully self-supporting.
Inn the Dutch labor market women participate much less than men, as can be seen in
figuree 2.2. Whereas in 1990 75% of all Dutch males hold a job, the employment rate for
Dutchh women is only 45%. Besides, many women work part-time; of all working
womenn over 35 years of age, more than 40% works less than 20 hours a week. If we
measuree the employment rate of women in terms of labor years, the gap between male
andd female participation thus becomes even wider. In the age-group of 15-24, however,
femalee labor market participation bears great resemblance to the male participation
pattern. .

Sources:: SVR, CBS and CPB, respectively
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Figuree 2.2 Labor market participation of women between 15 and 65 years of age, 1990
WOMENN (X1 000)
LJJ non-participating
search. < 2 0 hr/wk
E33 search. > 2 0 hr/wk
^ w o r k i n gg < 2 0 hr/wk
S33 working > 2 0 hr/wk

15-24 4

Source:: CBS (1991 a)

OlderOlder workers
Thee exceptional position of the Netherlands with respect to older workers is illustrated in
OECDD (1992a). In this study an international comparison is presented of labor force
participationn for workers over 55 years of age across 18 OECD-countries 2. Data for the
Netherlandss are only presented up to 1986, because of the definition changes from 1987
onwards,, mentioned before.
Thee cross-country comparison demonstrates that only 13% of Dutch people over 55
participatee in the labor force in 1986. Italy is the only country scoring lower, with 11%,
butt the (unweighted) average over the 18 countries is 27%, with Japan, Norway, the
Unitedd Kingdom and Sweden way ahead of the others with percentages ranging from 35
too 43%. The exceptionally low labor force participation for older workers in the
Netherlandss regards both men and women. Moreover, the outward position of the
Netherlandss is not a new phenomenon. Although less outspoken, the Netherlands has
knownn relatively low participation levels for older workers throughout the observed
periodd in the OECD-study (from 1971 onwards).

Notee that labor force participation includes both the active and the inactive labor force. Included
inn this study are: Australia, Canada, Finland, France, Germany, Ireland, Italy, Japan, Netherlands,
Norwayy (workers over 60 years of age), New Zealand, Portugal, Spain, Sweden, the United
Kingdomm and the United States.
CHAPTERR 2 QUESTIONS ON THE DUTCH LABOR MARKET
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Women Women
Ann international comparison of participation figures for women also meets with the
definitionn problems mentioned before. OECD (1992b) shows how female participation in
thee Netherlands, although growing a little faster, stayed within the range of other EC
countriess like Ireland, Spain, Italy and Greece until 1986. In 1987, however, the new
employmentt definition pushed female participation in the Netherlands close to the 50%
level,, which is about average within the European Community and still somewhat below
thee OECD-average.
However,, due to the relatively high incidence of part-time work among Dutch women,
thee employment rate in labor years still lags behind other EC-countries, as can be read
fromm WRR (1990). This study estimates the employment rate in labor years for women
inn 1987 (after the change in definition) at 26%, whereas the EC-average for 1987 is
35%. .
Immigrants Immigrants
Peoplee of non-Dutch origin also have a relatively weak labor market position. CBS
(1991b)) reports a total of 890,000 immigrants aged between 15 and 64 in me
Netherlandss (see table 2.1). This means that at least 8.7% of the potential labor force has
aa foreign background. 'At least' because this score refers to 'immigrants' as everyone
nott being born in Holland or not in the possession of a Dutch passport. This definition is
ratherr limited as it does not incorporate Dutch born children of (legal) immigrants, many
immigrantss from the former Dutch colonies (Surinam, Indonesia) nor children from
mixedd marriages. On the other hand, foreign born children of native Dutch parents are
includedd as well as people from, for example, Belgium, Germany or Great Britain. The
latterr make up 17% of the immigrants in table 2.1 and are in general not of interest for
studiess of the problems of ethnic minorities. Although our concern is primarily aimed at
ethnicc minorities, in this section the term 'immigrants' will be used, referring to the CBS
(1991b)) definition mentioned above.
Thee position of immigrants on the Dutch labor market differs widely from that of the
nativee population (see e.g. WRR (1989)). Whereas of all natives of working age, 63%
holdss a job, only 48% of the immigrants in this age group is formally employed. Among
nativess the unemployment rate amounts to 8%, whereas this percentage equals 23%
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Tablee 2.1 Immigrants in the Netherlands, 1990
numberr X 1000

countryy of
origin n
Turkey y
Indonesia a
Surinam m
Morocco o
Germany y
Otherr mediterranean countries
Greatt Britain
Belgium m
Antilles s
Other r

130 0
127 7
119 9
92 2
79 9
61 1
36 6
36 6
34 4
176 6

TOTAL L

890 0

%%
14.6 6
14.3 3
13.4 4
10.3 3
8.9 9
6.9 9
4.0 0
4.0 0
3.8 8
19.8 8

100 0

Source:: CBS (1991b)

amongg immigrants. As we saw, this figure also includes immigrants from neighboring
Europeann countries, who generally do not have a problematic labor market record. This
impliess that some groups perform even worse: real problem groups include Moroccans
(withh a 44% unemployment rate), Turks (36%), Surinams and people from the
Netherlandss Antilles (30%) (CBS (1991b)).

Tablee 2.2 Immigrants and natives of working age as a percentage of the respective
categoryy with respect to activity and educational level, 1990
total l

levell of education
basic c

junior r senior rsecondary y
and dhigher r
secondary y

%%

NATIVES S
employed d
unemployed d
non-participants s
TOTAL L

77
11
99
17 7

17 7
22
11 1
30 0

40 0
33
11 1
53 3

63 3
55
32 2
100 0

IMMIGRANTS S
employed d
unemployed d
non-participants s
TOTAL L

11 1
77
19 9
36 6

11 1
33
99
23 3

26 6
44
11 1
41 1

48 8
14 4
38 8
100 0

Source:: CBS (1991b)
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Thee position of immigrants on the Dutch labor market is strongly related to their
educationall level. If we would correct for differences in level of education, the
differencess in labor market participation between immigrants and natives would partly
vanishh (CBS, 1991b). Table 2.2, however, illustrates that not all differences can be
explainedd by educational disadvantages; unfavorable figures for immigrants also seem to
occurr at higher levels of education. Within the category 'senior secondary and higher',
forr example, we can see that the ratio of employed to unemployed equals 40/3 for
natives,, whereas this ratio equals 26/4 for immigrants. This implies that the
unemploymentt rate of immigrants in this category is more than twice the rate for native
Dutchmen. .
LowerLower skilled workers
Althoughh to a lesser degree, the problems of lower educated ethnic minority groups can
bee generalized to all labor supply. Figure 2.3 shows the educational levels for both the
employedd and the unemployed labor force. From this figure it can be read that people
withh a higher level of education (i.e. higher vocational or university degree) make up
21%% of the working people whereas they account for only 13% of unemployment. On
thee other hand, people with only basic education have a high incidence of
unemployment;; whereas they account for only 12% of the employed, they make up 20%
off the unemployed.
Disabled/Disabled/ long term unemployed workers
Thee final two problem groups which may be identified, the disabled and the long term
unemployed,, contain non-participants almost by definition. They are included in this
sectionn not so much because they do not hold a job, but because it is hard for them to
reenterr formal employment.
Inn recent years Dutch disability schemes have gained massive attention as being not only
relativelyy generous, but also as being relatively easy to enter. Large groups of redundant
workerss have found their way into disability schemes rather than becoming unemployed.
Inn the early eighties it even was official government policy to account for labor market
chancess in the medical examination of possible entrants into the program. Although this
practicee was officially abandoned in 1987 ('stelselherziening'), it has been hard to reduce
thee inflow into the disability program. In 1990 it supplied benefits to 862,000 people or
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Figuree 2.3 Level of education of the labor force, 1990

Unemployed d
( 9 %% of the labor force)

Employed d
(911 % of the labor force)
Higherr voc/university 2 1 %
Basi i

Higherr voc/university 1 3 %
Juniorr sec. gen. 8%
vv Senior sec voc 2 1 %
Basicc 2 8 %
Seniorr sec gen. 9%
Juniorr sec. gen. 1 1 %

Juniorr sec v o c 1 7%
Juniorr sec voc 1
orr sec. voc. 36%
Seniorr sec gen. 5%

Source:: CBS (1991 a)

moree than 8% of the total population between 15 and 65 years of age (CBS (1992a)).
Longg term unemployment is not a uniquely Dutch problem. Many OECD-countries face
ann incidence of long term unemployment similar to the Netherlands (see e.g. OECD
(1992a)).. In the Netherlands about half the unemployed have been out of work for more
thann one year.
Summarizingg we may quote OECD (1992b) which characterizes the Dutch labor market
withh "high productivity - low employment" (p.70). The ones who work - whether fulltimee or part-time - are primarily those with the highest productivity. A major part of the
remainderr of potential labor supply is safely, though expensively, lodged outside the
laborr market.
2.2.22

Vacancies

Complementaryy to the vast amount of unutilized labor supply, one would expect a low
vacancyy level in the Netherlands. Counting vacancies is quite vulnerable to definition
andd measurement issues. OECD (1992a) points out that the Netherlands is one of the few
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countriess with a solid inquiry on vacancies. Although a cross-country comparison is a
trickyy business, the OECD-figures suggest that the Netherlands do not have a particularly
loww vacancy level. The Dutch labor market at the end of the eighties seems to count
aboutt three times as many vacancies per 1000 jobs as, for example, Great Britain,
France,, Norway or Sweden; countries which have (much) higher employment rates.
Germanyy has a vacancy rate which more or less equals the Dutch, whereas Japan has
twicee as many vacancies per 1000 jobs. Figures for the United States and Canada cannot
bee compared 3.
Fillingg vacancies in the Netherlands seems to have become increasingly difficult at the
endd of the eighties. CBS (1992c) reports a total of 105,000 vacancies (1.7% of all jobs)
inn September 1990. This figure seems to be a peak in the vacancy rate, both for the
yearss before and after. Almost 50% of die vacancies do not require more than junior
secondaryy education. Some of these may require certain job-specific skills, others may
nott require such skills; the distinction cannot be made from the data at hand. CBS
(1992c)) reports that 47% of all vacancies were specified as 'hard to fill'; of the lower
skilledd vacancies 52% earns this label. SZW (1992) mentions the existence of so-called
'discouragedd employers', employers who do not post their vacancies anymore because
theyy apparently do not attract any (fitting) labor supply. SZW (1992) concludes from a
numberr of partial studies on this matter, that at least half of all vacancies are not
reportedd at all. This implies that the figures presented above would give an
underestimationn not only of the number of vacancies but especially of the number of
hardd to fill vacancies.
Finally,, it must be noted that in 1991 and 1992 the vacancy-level has declined
substantially.. The survey on which this study reports, however, was carried out in the
winterr of 1989/1990. Findings on hiring behavior resulting from this survey, thus have to
bee seen against the background of the high vacancy-level at that time.

33
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These refer to advertisements, whereas those for other countries refer to the counting of vacancies
byy Public Employment Services.
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2.33

Labor market policies

Inn the previous section, it was noticed that increasing the employment rate has become
thee single most important policy-objective of socioeconomic policy for the Netherlands
inn the nineties. The consensus on goals, however, does not necessarily imply a consensus
onn means.
Thee Dutch labor market is heavily regulated, as will be illustrated in 2.3.1. The existing
regulationss are by and large the policies which have contributed to the current situation
off low employment and high productivity, which was described in the previous section.
Onn the one hand, these regulations continue to exist. On the other hand, however, many
currentt policy initiatives seem to be aimed at a truly competitive market. Section 2.3.2
willl take a closer look at these so-called active policies.
2.3.11

Regulation

Itt would go way beyond the scope of this study to give anything close to a complete
descriptionn of all regulatory measures on the Dutch labor market. We will, however, take
aa glance at labor market regulation in the Netherlands, since regulations may play a role
inn employer selection behavior. In particular the economic theory of discrimination pays
muchh attention to curbs on competition, as we will see in section 3.4. This subsection
willl briefly describe five types of regulation which limit competition in the Dutch labor
market. .
Originallyy established after World War II, as a social minimum for male breadwinners,
thee minimum wage was given a legal and gender neutral base in 1969. Although in
recentt years it has lost its position as a family income (WRR (1990)), a minimum wage
onn a full-time basis is still supposed to suffice for the support of a family with two
dependentt children. The level of the legal minimum wage is set by the minister of Social
Affairss and Employment. It rose sharply during the first half of the seventies and has
seenn a similar decline during the first half of the eighties. In the seventies raising the
minimumm wage was seen as a means towards a more egalitarian wage structure. In the
eightiess the legal minimum wage was generally seen as a major obstacle for lower
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skilledd workers to enter the labor market. Especially the (already lower) minimum wage
forr youngsters was decreased in order to fight youth unemployment. In 1990 the gross
minimumm wage for adults equals about 56% of the average gross wage (CBS (1992d)).
CollectiveCollective bargaining, leading to collective agreements between employers' organizations
andd unions, is another pillar of the Dutch labor market model. The collective bargaining
structuree derives most of its importance from its sanctioning by the minister of Social
Affairss and Employment. He has the power to declare certain provisions of collective
agreementss reached in a certain branch of industry to be binding on all firms and all
workerss in the respective trade. Terms of employment declared binding thus also extend
too firms and workers who were not represented at the negotiations.
Thiss 'Algemeen Verbindend Verklaring ( A W ) ' as the Dutch call it, became law and
practicee during the crisis of the nineteen thirties. The minister of Social Affairs and
Employmentt enacts an A W on request of any of the parties involved. He can do this if
andd only if an 'important majority' of the workers involved are already subject to the
collectivee agreement. Besides, the provisions concerned have to be in the public interest
(Albedaa and Dercksen (1989)). In practice the minister never refuses a request for A W
oncee formal requirements are met. Collective agreements sometimes allow firms to offer
betterr working conditions than required in the collective agreement. Firms are not
allowedd to underbid the collective terms, thus ruling out the possibility of wagecompetitionn among firms. In 1991 about 72% of all workers outside the public sector
weree covered by (extended) collective agreements (DCA (1992)).
Thee practice of A W is supposed to suppress labor market unrest (Albeda and Dercksen
(1989)).. In recent years, however, it has come under growing strain, primarily because
A WW does not always harmonize with the general labor market policy of the central
government.. An example of these tensions may be found in the development of wages at
thee lower end of the labor market during the eighties. Whereas the minister of Social
Affairss and Employment reduced the legal minimum wage with his one hand, with the
otherr he AW-ed collective agreements with lowest wage scales above the legal
minimum.. In 1990 this had resulted in lowest wage scales in collective agreements being
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att average 10% above the legal minimum wage (Tweede Kamer (1991/1992)). A W has
alsoo been criticized in a more general manner as suppressing competition (see e.g. Zalm
(1990)).. Most recently a discussion has started on the question whether the practice of
A WW favors existing unions (see e.g Hagen (1992)) 4 .
Complementaryy to the wage-structure there is an extensive social security system. As we
saww in the preceding section, sick leave benefits amount to 6.5% of the labor years
workedd in the Netherlands in 1990. Benefit years for disability and early retirement total
15.7%% of employment measured in labor years. In 1986 the government tried to make
sickk leave and disability schemes less attractive to enter by lowering benefit levels. In
thee summer of 1992 further proposals in this direction were made, because the number
off benefit recipients had continued to rise. Besides, the government has started to
criticizee the use of pre-retirement schemes. Compared to international standards also
unemploymentt insurance is relatively generous both in level and duration of the
paymentss (OECD (1992b). At the lower end of the benefit system there is the General
Assistancee Act ('Bijstand') which serves as a safety net and guarantees an income at
sociall minimum level. The social minimum for a family equals the legal minimum wage,
thee social minimum for a single person equals 70% of the legal minimum wage. Only
recentlyy the central government has tried to create some distance between a minimum
wagee earned in a job and minimum income obtained from social security benefits; it has
raisedd the tax waver for working people in order to encourage benefit recipients to
acceptt a job.
Regulationss concerning the hiring and firing of personnel establish a fourth important
characteristicc of the Dutch labor market. When hiring an employee, employers are
allowedd to offer a fixed term contract only once, with a trial period of at most two
months.. Fixed-term contracts can only be continued on a permanent basis (recent
legislationn has introduced the possibility to offer a second fixed-term contract for a
periodd of at most six months (OECD (1992b))).

Hagenn discusses a case which may illustrate the extent to which wage-competition is banned in
thee Netherlands. A commercial bank requested exemption from the binding collective agreement
inn the banking sector (Bank-CAO). The commercial bank agreed on collective terms with its own
concem-union.. Most employees of the bank were member of the concern union, none were
memberr of another union. Although the bank's terms were better than those in the Bank-CAO, the
ministerr of Social Affairs and Employment refused exemption from the Bank-CAO, arguing that
theree were no 'normal' unions involved. The commercial bank was not allowed to pay its
employeess more than other banks.
CHAPTERR 2 QUESTIONS ON THE DUTCH LABOR MARKET
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Oncee employees have been hired indefinitely, it takes a relatively large effort to fire
themm individually. OECD (1992b) points in particular at the fact that Dutch employers
havee to gain administrative authorization prior to firing an employee. Fired employees
mayy also appeal their dismissal afterwards. In most other OECD-countries the latter form
off appeal is the only check on the employer's decision to fire an employee. OECD
(1992b)) views the regulations concerning hiring and firing as a reason behind the
extensivee use of temporary employment agencies and of other types of flexible labor
contractss in the Netherlands. OS A (1991) estimates the size of the flexible labor market
inn 1990 at 12% of the working population. Almost half of the flexible contractors hold
outt a prospect on permanent employment.
Apartt from regulations that curb competition on terms of employment, product markets
inn the Netherlands are ruled by what some authors call the Dutch cartel paradise (see
e.g.. De Jong (1990)). Dutch economic policy has long actively supported firms to
'cooperate'' with each other (see e.g. Uitermark (1990), who presents a detailed
descriptionn of cartel-policy in the Netherlands). EC-regulations concerning cartels seem
too be much more restrictive than the prevailing Dutch anti-cartel rulings. The integration
off the European market may oblige Dutch firms to dismantle their horizontal pricearrangementss in the nearby future.
Anotherr protective aspect regards the barriers to entry for new entrepreneurs. Such
barrierss are negotiated by trading associations and in many cases authorized by the
ministerr of Economic Affairs. Barriers, for instance, consist of requirements in the form
off diploma's and approval of the trade-association. Recently the minister of Economic
Affairss has taken steps towards abolishment of many of these barriers, which would
makee easier or free entry into many trades possible (EZ (1992)).
2.3.22

Active labor market policy in the Netherlands

Givenn the high incidence of non-participation in the Netherlands, it does not come as a
surprisee that there are policies aimed at (re)integrating people into formal employment.
Thee policy-answer to the challenge of increasing employment seems to be rather market
orientedd and is twofold: creating labor supply of a higher quality at a lower price.
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Firstt and foremost, government tries to contain the price of labor by a general policy of
wage-restraintt and through targeted employment subsidies. This part of the policy-mix is
supposedd to generate sufficient demand. The policy of wage restraint is enacted primarily
byy setting the minimum wage (and thus the social minimum) and by influencing
collectivee bargaining through the establishment of agreements with employers'
organizationss and unions at the central level ('centraal akkoord').
Thee second part of the policy-mix aims at improving the chances of job-seekers through
trainingg and by offering work experience. The latter type of labor market policy is
usuallyy labelled 'active' as opposed to 'passive' policies which provide income support.
Tablee 2.3 Active labor market policies in the Netherlands3, 1990
policies s

expenditure e
%% GDP
%

SUPPLYY ORIENTED POLICIES
Vocationall guidance and training centers (CBB)
Frameworkk regulation for training (KRS)
Vocationall training centers (CV)
Regional/locall special plans (PCG, BRP)
Unemploymentt benefits during training
Youthh work guarantee (JWG)°
Directt
job creation, public
orr non-profit (WVM, KRA, BP)b
Shelteredd workshops for the disabled (WSW)b

%

0.01 1
0.05 5
0.04 4
0.02 2
0.08 8
0.01 1

0.6 6
4.5 5
3.6 6
2.0 0
8.0 0
1.4 4

0.02 2
0.64 4

1.8 8
59.9 9

MIXEDD POLICIES
Publicc Employment Services and Administration
Industryy based training (BBS)
Supportt of training in small firms (SSW)
Supportt of apprenticeship (BVJ/BVL)

0.10 0
0.01 1
0.00 0
0.05 5

9.3 3
0.9 9
0.4 4
5.0 0

DEMANDD ORIENTED POLICIES
Employmentt subsidies in the private sector (KRA, VU)

0.03 3

2.3 3

TOTAL L

1.06 6

aa
bb

100 0

The acronyms represent program names in Dutch
Although these programs are job-creating, they are classified under supply oriented policies, as they
onlyy provide sheltered jobs and do not address private sector employers.

Source:: OECD (1992b)
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Tablee 2.3 gives an impression of the budget for active labor market policies in the
Netherlands.. The total amount spent (1.06% of GDP in 1990) is less than the amount in
Swedenn (1.7%), just about equals the amount in West-Germany (1.02%) and scores
higherr than Great Britain (0.61%, OECD (1992a)). Compared, however, to the amount
spentt on income support in the Netherlands, active policies form a relatively small part
off labor market expenditure.
Ass we can see from table 2.3, the creation of jobs outside the private sector is the most
importantt 'active' policy: sheltered workshops for the disabled (WSW), direct job
creationn in the public and non-profit sector (WVM, KRA, BP) and the youth work
guaranteee (JWG) together consume 63% of the total budget. These policies, however,
cann only be called 'active' insofar as they are aimed at providing work. This work,
however,, is not a part of the regular labor market and participants usually stay on the
programm rather than proceed into regular jobs.
Thiss leaves only a small share of the budget for 'real' active policies. Training consumes
15%% of the budget. Almost half of this amount is targeted towards specific, available
job-typess in the private sector, in cooperation with employers. The other half of the
trainingg budget is non-targeted. The rest of the budget for active labor market policies is
usedd for the Public Employment Service, unemployment benefits during training and
employmentt subsidies.
Especiallyy aimed at employer behavior, but not in table 2.3 because it is budget-neutral,
iss the so-called bonus/malus-system for disability benefits. Under this system individual
employerss get a bonus in case they hire a disability benefit recipient but have to pay
extraa in case an employee enters the disability scheme.
2.44

Concluding remarks

InIn the Netherlands older workers, women, immigrants and lower skilled workers have
particularlyy low employment rates. The tow employment rate in the Netherlands is partly
causedd by a mismatch between supply and demand, showing up in a large number of
vacancies.. The greater part of the existing surplus in labor supply has a lower education,
whilee the bigger problems in filling vacancies occur at lower skilled jobs as well. The
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answerr to this problem has primarily been sought at the supply-side. The Dutch
governmentt attempts to bridge discrepancies by educating the lower skilled and by
creatingg possibilities to gain work experience. The major part of the budget for active
laborr market policies in the Netherlands is spent on creating sheltered work. The demand
sidee of the labor market shows quite a different picture. Policies aimed at influencing the
laborr market behavior of employers are limited to wage cost subsidies for employers
whoo hire long term unemployed workers and the bonus/malus-system for disability
benefits. .
Activee labor market policies in the Netherlands apparently originate from the idea that
humann capital formation in combination with containing the price of labor will be a
sufficientt condition for employment. This supposition may hold on a free and
competitivee market, but seems to neglect the high level of regulation on the Dutch labor
market.. Somehow an inconsistent set of beliefs seems to form the basis for labor market
policiess in the Netherlands. Confidence in the outcome of market-forces appears to be
limitedd and therefore competition is restricted in many ways. Active labor market
policies,, on the other hand, rather seem to be designed for a free and competitive labor
markett model; the bigger part is designed to soothe the unwanted outcomes of the
(assumed)) market process by offering sheltered work. And those active policies not
aimedd at creating sheltered work, rely for their 'return on investment' heavily on the
spontaneouss cooperation of employers. Employers may find incentives for such
cooperationn in a competitive market, but may not cooperate if market forces are absent.
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