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1. General Information 

1.1 Facts about The Netherlands 

The Netherlands is a constitutional monarchy with Head of State H.M. Queen Beatrix 
(born in 1938). At least every four years the Dutch parliament is elected by proportional 
representation. 

The Netherlands is geographically located to the east of the North Sea, between the 
United Kingdom and Gemanv. The area is 40,000 square kilometers (15,000 square 
miles). ~a;r  cities are ~ m s k r d a m  (capital), ~otterd-am and The Hague. 

The population is to 15.5 million and therefore, The Netherlands is the most densely 
populated country in the world, after Bangladesh. The age dislribution of the population 
is as follows: 



The life expectancy, based on mortality table GBMN 1990-1995 is shown in the table 
below. The remaining life expectancy at retirement age 65 is 14.6 years for men and 
19.0 years for women. 

Life expectancy 
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1.2 Economics and politics 

The following table shows some macro-economic indicators of the Dutch economy 
(source: the Dutch Central Bureau for Statistics 1997): 

Economic statistics 
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Year GDP* Price 
inflation 

Wage 
inflation 

Yield on 
government 

bond 
% 
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8.8 
8.2 
6.3 
6.7 
6.6 
5.7 

* Gross Domestic Product, increase in relation to previous year 

Total return 
on shares 



Over the past years, the Dutch GDP has increased on average more than in the rest of 
Europe. Interest rates and inflation are low. These economic indicators show that the 
Dutch economy is basically healthy. This has to do with the so-called 'polder model'. 
'Polder' is the Dutch word for land surrounded by canals, which you find everywhere in 
The Netherlands. So, 'polder model' actually means 'Dutch model'. 

The key elements in the model are: 

1. The government improves the tax climate and reduces its budget deficit and the 
national debt. 

2. The relationships between employers and employees are harmonious and of a 
cooperative nature. 

The Dutch currency is the guilder (Dfl.). A history of the exchange rate is shown below: 

US dollar and German mark compared to Dutch guilder 

Ti' 

In Europe, the national currencies are linked to the Economic and Monetary Union 
(EMU). The value of the currencies that will be part of the single European currency 
(Euro) as per January 1, 1999 will be determined in May 1998. 

Finally, the Gross Domestic Product in 1996 amounted to Dfl. 670 billion, the average 
industrial wage in 1996 was Dfl. 51,000 for a full-time worker, and the unemployment 
rate in that same year was 6.6% of the working population. 



2. Social Security 

2.1 Benefits 

Old Age Pension ( A 0  W )  
The old age pension is payable to all residents as of age 65. The old age pension consists 
of a basic flat-rate pension plus a vacation allowance. The annual flat-rate pension 
amounts are derived from the minimum wage. The gross annual amounts are as follows 
(Dfl.): 

Date Single person Married coupldpartners living together 

Jan. 1, 1993 18,158 
Jan. 1, 1994 17,807 
Jan. 1, 1995 18,156 
Jan. 1, 1996 18,618 
Jan. 1, 1997 19,534 

The amount for a married coupldpartners living together is payable to couples of which 
only one partner is age 65. In the case of a married couple (or partners living together) 
with both partners over age 65, two times this amount is payable. Two unmarried persons 
living together have the same social security rights as a married couple, regardless of sex 
and relationship. This does not apply to relatives in the first degree (parent and child), but 
relatives in the second degree (brother and sister, grandparent and grandchild) may 
qualify. 

There are no provisions for payment of pensions before age 65. 

Because of the flat-rate amount of the old age pension, additional pension plans are 
common practice in The Netherlands (see chapter 3) 

Survivor's Pension IAnw) 
The survivor's pension is payable to a surviving partner who meets one or more of the 
following requirements: 

Bom before January 1, 1950; 
At least 45% disabled, 
One or more children under age 18. 

The pension is payable until age 65, or until the surviving p m e r  marries or starts living 
in a joint household. If the surviving partner qualifies for benefits only on the basis of 
dependent children under age 18, the benefits will end once the youngest child reaches 
age 18. 



The annual flat-rate pension amounts are derived from the minimum wage. The gross 
annual amounts are as follows (Dfl.): 

Surviving partner Sumving partner 
Date with a child under age 18 without a child under age 18 

July 1, 1996 27,945 
Jan. 1, 1997 28,162 

This payment is reduced by a portion of the income of the surviving partner. Survivor's 
pensions paid by private pension plans are not taken into account in determining income. 

This survivor's pension benefit replaced the old survivor's pension plan (AWW) on July 
1, 1996. Transitional arrangements are applicable for anyone who received an AWW 
survivor's pension prior to July 1, 1996. Also, until July 1, 1999 a transitional measure is 
in force for people who: 

Were born between January 1, 1950 and July 1, 1956; and 
Were married on or before July 1, 1996; and 
Become a widow(er) before July 1, 1999. 

The Anw no longer provides a basic social security benefit. Therefore, in many cases 
additional survivor's coverage will be desirable. Employers often offer employees the 
option of purchasing additional insurance. 

Lone-term Disability Pension (AA W and WAO) 
The AAW provides a minimum disability pension to all residents with some income 
related to employment. WAO benefits are for employed persons. 

The WAO pension is payable to employed persons with at least 15% disability, who have 
been disabled for at least 52 weeks. In case of total disability (80% or more) the WAO 
benefit (including AAW) is 70% of salary. The salary ceiling is Dfl. 76,844. If the degree 
of disability is less than 80%, a lower benefit is paid. 

After a limited period, the benefit is reduced depending on age and income. Employers 
often insure this reduction for their employees. 

Cash Sickness Benefits (uartlv ZW. uartlv non social securiwl 
As of March 1, 1996, employers are required under the Dutch Civil Code to pay 
employees at least 70% of salary during sickness or temporary disability up to 52 weeks. 
The salary ceiling is Dfl. 76,844. After 52 weeks a long-term disability benefit is payable 
from social security. 



The benefit must be equal to at least the minimum wage. By labor agreement, most 
employers supplement social security benefits during the first two years of sickness. The 
extent of the supplemental benefit depends upon the individual agreement. Usually, it is 
80% to 100% of most recent net income. After these two years, the employer has the 
right to dismiss the employee, and most employers do so. 

Before March 1, 1996, cash sickness benefits were payable under ZW. In some cases ZW 
benefits will still be payable to unemployed andlor disabled persons during sickness. 
Matemity benefits for at least 16 weeks continue to be payable under ZW. 

Unemployment Benefits I WW' 
WW provides an unemployment benefit for employed persons in the industrial sectors. 
People employed by the government have other unemployment benefits. 

The WW benefit is payable to persons: 

Whose job is involuntarily terminated; and 
Who have worked for at least 26 weeks (at least one day a week) in the last 39 
weeks; and 
Who have worked for at least 4 years (at least 52 days a year) in the last 5 years. 

The amount of the benefit is 70% of salary. The salary ceiling is Dfl. 76,844. The benefit 
is initially payable for a period of six months, but may be extended to five years 
depending on the individual's employment history. 

Once these benefits end, a supplemental benefit equal to 70% of the minimum wage is 
payable for one year. However, for persons who become unemployed at or after age 57.5 
this supplemental benefit continues until age 65. 

Health Insurance (ZFW and AWBZ) 
ZFW provides medical care for all employed persons earning less than Dfl60,750. Also 
ZFW provides medical care for dependent spouse and children. Voluntary participation in 
this plan is not permitted for those with earnings above the limit. Therefore, these people 
generally obtain private coverage, usually subsidized by the employer. 

The ZFW benefits include free hospital care for up to one year, general practitioner and 
specialist services (if referred by a general practitioner), dental care, obstetrical care, 
drugs prescription and maternity care at home for a maximum of ten days after the birth 
of the child. This last provision is important because thanks to such good provisions in 
The Netherlands it is common practice that women give birth to a child at home. 

AWBZ benefits provide medical care that is not provided by the ZFW. These benefits 
include special or prolonged (generally over one year) nursing and treatment in mental 
institutions and homes for the blind and disabled. All residents of The Netherlands are 
eligible for AWBZ benefits. 



2.2 Contributions 

Contributions for the basic national insurance system (AOW, AAW, Anw, AWBZ) are 
payable by all residents from age 15 to age 65. As of January 1, 1997 the contributions 
are: 

Annual earnings 
Employee Employer ceiling1 

Old age pension (AOW) 15.40% -- Dfl. 45,960 

Disability insurance (AAW) 6.35% -- Dfl. 45,960 

Survivor's pension (Anw) 1.65% -- Dfl. 45,960 

Special Health Insurance (AWBZ)~ 8.85% -- Dfl. 45,960 

Total 32.25% -- 

I None paid for the first Dfl. 7,102 of annual income (basic p n o n a l  exemption). 

Also required for employees over age 65. 

Before 1990 some of these contributions were partly paid by the employer. Because the 
employee now pays the total cost of the national insurance system, the employee receives 
a special 'transition credit' to compensate for these costs. The credit amounts to 9.9% of 
the taxable income with a maximum earnings ceiling of Dfl. 78,700 per year. 

As of January 1, 1997 the contributions for the employed persons insurance system 
(WAO, WW and ZFW) are: 

-- -- - - - -- 

Gi earnings 
Employee Employer ceiling 

Long-term disability (WAO)' 8.45% -- Dfl. 76,734 

Unemployment benefits 0' 2.70%~ 5 . ~ 5 % ~  Dfl. 76,734 

Medical Costs Insurance Fund (ZFW) 1.35%' 5.55% Dfl. 51,939 

Convlbutions are not required for the first Dfl 102 per day (Dfl. 26,622 annually). 

The conUibutions are di\idcd between the WW Fund and the Wachtgeld Fund. As of January 1, 1997 employees 
urntribute 2.2% w the WW hrnd and 0.5% to che Wac*& Fund. 7hc employer convlbution is 5.05% w thc 
WW fund and 0.5% W the Wachteeld Fund. Emobvcr conuibutions arc not muired ovcr the fml Dfl I M  DCI . , 
day (only in force for the WW  id). The Wachtgeld conuibuton rate varies per secwr. 

An additPnal annual p r e h  of Dil 227 (coverage) per adult is also charged, phs  an additional private 
contributb up w a maximum of Dil200 per year. 



2.3 New developments 

Planned revisions to the Disablement Insurance Act (WAO) 
The Dutch government has changed the WAO in order to further reduce the number of - - 
appeals to the WAO. The new enactments become (are) effective on January 1, 1998. 

The most important changes are: 
The premium will be differentiated and based on recent claims; 
The employer has the choice to bear the risk for the WAO disability pension (to be 
paid for five years) himself, or to place the risk with an insurer. 

The employer will have to be more aware of the cost of disability and the government 
hopes employers will improve labor conditions. 

AOWfunds 
Contributions for the AOW are required for the payments in the same year (pay-as-you- 
go). There are no provisions or funds for future AOW payments. Due to the increasing 
age of the Dutch population, the AOW premium is expected to strongly increase in the 
future. The contribution is now 15.4% (see paragraph 2.2); in 2035 it will be about 30%! 
Recently it has been decided to set up an AOW fund in order to level future costs. 

3. Pension Plans 

3.1 Industry-wide pension plans 

Approximately 2.4 million Dutch employees are mandatorily covered by industry-wide 
(multi-employer) pension plans and about 0.2 million employees are covered by non- 
mandatory industry-wide pension plans. Some companies have contracted out of the 
mandatory plan on the condition that their pension plans will remain as good as or better 
than the industry-wide plans. 

These pension plans are in addition to the flat-rate old age pension AOW. Benefits from 
mandatory multi-employer plans range from relatively low flat-rate old age pensions (e.g. 
Dfl. 3,000 to Dfl. 5,000 per year) to more generous plans such as the one for the Metal 
Industry. This plan is an example of a common industry-wide plan. 

The plan provides, after 40 years of service, for an old age pension of 70% of final 
annual salary (salary ceiling Dfl. 97,524), less a deduction of Dfl. 33,818 for the 
salary range that is covered by the AOW. 
The widow'slwidower's (orphan's) pension is 70% (14%) of the projected old age 
pension. The same coverage applies to unmarried couples living together. 
At retirement, participants can choose to exchange part of the dependent's pension for 
an increase (up to 20%) in their old age pension. 
The employer contribution is 10.8% and the employee contribution is 7.2% of annual 
salary between Dfl. 33,818 and Dfl. 97,524. 



3.2 Corporate pension plans 

Corporate pension plans are in addition to the flat-rate old age pension (AOW). These 
pension plans can be in addition to industry-wide pension plans or for employees not 
covered by industry-wide pension plans. 

The plan design and benefit level of Dutch private pension plans varies by the size of the 
company, its financial strength, its industry etc. Smaller companies often have pension 
plans based on career average or final salary until age 55 or 60. Larger companies with 
approximately 200 or more employees often have self-administered pension funds with 
very good pension plans. In total, these funds cover about 800,000 employees. 

Among these companies, a typical pension plan has the following characteristics: 

The old age pension after 40 years of service is 70% of final annual salary with a 
deduction for the salary range that is covered by the AOW. The old age pension is 
with a written promise of cost-of-living increases after retirement. 

The widow'slwidower's (orphan's) pension is 70% (14%) of the projected old age 
pension. The same coverage applies to unmarried couples living together. 

Employee contributions are usually 5% - 7% of the annual salary after the deduction 
for the salary range covered by the AOW. 

For approximately 0.5 million employees, a pension plan has been set up by the employer 
through insurance policies. In general, these pension plans are more modest than those of 
pension funds. 

A recent survey by the Insurance Chamber ('Pensioenmonitor 1995') covered plans of 
about 5 million employees in industry-wide plans, corporate pension plans and the Civil 
Service Pension Fund (about 1.0 million participants). The table below summarizes the 
characteristics of the surveyed plans. The figures in brackets show the data for pension 
funds for corporate pension plans. 



Final pay 
Final average pay 
Years of life system 
Career average 
Indexed career average 
Indexed career average, 
aiming at final pay 

Defined contribution 
Other 

% of participants in plans 
with indexation after 
retirement and indexation of 
vested rights of early 

I Number of active 
participants in thousands 

% participants 

Since 1994 employees are legally entitled to transfer the value of their pension benefits 
when they change employers. If vested rights remain in the plan of the former employer 
these should be indexed if pensions in payment are indexed. 

Following the report 'Actuarial Principles', which is intended for life insurance 
companies, the Insurance Chamber published its report 'Actuarial Principles for Pension 
Funds' in March 1997. This report for pension funds shows how the Insurance Chamber 
interprets the Pension and Savings Fund Act with regard to determining liabilities, 
funding and related investments. Assets must cover the present value of the accrued 
pensions. Pension funds that do not provide indexation may use a discount rate that is 
somewhat higher than 4%. As 99% of the funds do provide indexation, nearly all of them 
must use a rate of 4% or less. 



3.3 Early retirement plans (WT) 

In the Netherlands a VUT plan is a common part of the labor conditions package. 
Through collective labor agreements, VUT plans were introduced to enable older 
employees to retire early in a socially acceptable way, and thus create job opportunities 
for younger employees. 

In general, the VUT plan allows early retirement at age 60-62 with 70-80% of salary. 
This is funded on pay-as-you-go basis. 

3.4 New developments 

More flexibilitv in pension plans. VUT plans are disamearing 
There is a clear trend towards more flexible pension plans. Within such plans, additional 
pension benefits can be accrued through voluntary employee contributions (and 
sometimes employer contributions) up to a certain maximum. Other plans provide early 
retirement pensions on a financially atfractive basis. These early retirement plans are 
becoming more popular and are increasingly replacing VUT plans 

Many companies are considering modifying or discontinuing their VUT plans in response 
to increasing costs due to the pay-as-you-go funding. They are considering other early 
retirement programs, generally of one of the three types below, either separately or in 
combination. 

A temporary pension from age 60 or 62 to age 65. After a full career, this pension 
will often be equal to the projected pension from age 65 plus the flat-rate pension 
from social security and social security premiums. This temporary pension will be 
funded on a capital basis. 
A defined contribution plan with contributions varying by the age of the employee at 
the time the plan is inwduced. The goal is to save a sum that is roughly equivalent to 
the temporary pension mentioned above. In some plans the total contribution is paid 
by the employee, in others the costs are shared with the employer. 
A modified VUT plan, still based on pay-as-you-go. In some of these plans 
compensation for the social security pension is paid from age 60 or 62 to 65. In other 
plans, the early retirement payments equal only 40% of final salary, in which case 
employees must build up private savings if they wish to retire early. 

Taxation ofpension plans (Cornminee Wineveen) 
In August 1995. a committee of fiscal experts made recommendations for tax changes to 

plans which will increase the flexibility and custornization of these plans. f i e  
committee report makes 29 recommendations for changes to the tax treatment of pension 
plans. 

The recommendations of the Committee Witteveen have not yet (as of December 1997) 
been adopted as part of the tax laws. 



Usina indexed averane uav instead of  final uav ulans 
Some companies have changed from final pay to indexed average pay pension plans. By 
doing this, they reduce the financial impact of increases in pension benefits caused by 
promotions. 

The government has encouraged this change because a reduction of pension costs results 
in a reduction of wage costs. 

4. Actuaries Practicing 

The Dutch Actuarial Society (in Dutch: 'Actuarieel Genootschap') has 992 members. 660 
of them are actuaries and 332 are affiliated members. Affiliated members are students, 
candidate actuaries and others who are interested in the field, such as accountants. The 
classification of the Actuaries of the Dutch Actuarial Association by principal area of 
activity is set out in the table below. 

Most actuaries are active in insurance companies, followed by consulting practices and 
other. 

Classification of Actuaries of the Dutch Actuarial Association 
by  principal area of activity 

/ I . ~nsu rance  company . c,.rng 0 t h  

The principal consulting actuaries of most of the main actuarial consulting firms in The 
Netherlands are associated with PRAB. PRAB is a continuation of KORA and has 23 
members. The main activities of the consulting actuaries are the following: 

0 Consulting with companies on the pension policy in particular and the employees' 
labor conditions package in general. Currently, consultation focuses on 
flexibilization of pension plans and the replacement of VUT (see paragraph 3.4). 
Consulting and assisting pension funds inthe administration, automation and 
certification of funding of the pension funds (see 'Actuarial Principles for Pension 
Funds' in paragraph 3.2). - 

Certifymg and consulting with smaller insurance companies. 


