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1. MANDATORY PENSION PROVISION 
One of the most conspicuous subjects in the Na- 

tional Report 1978 was the mandatory pension provision. 
It was then stated that there had been three interim-re- 
ports published by the commission which has been study- 
ing this matter since 1969. A fourth report which would 
deal with the administrative organisation, was promised 
for December 1979. At this moment it has still not been 
published so that is was not possible to  go into the sub- 
ject in the National Report. Perhaps we can give more de- 
tails during the meeting on June l l .  

One of  the most important reasons in coming to  a 
study of the possibilities of introducing a compulsory - 
pension scheme for all employees, has been the problem 
of pension-loss when changing service, especially as far as 
pension-loss is caused by inflation after that moment. 
This problem could be solved in two ways, i.e. 

a. Employer A adjusts the pension right acquired in his 
service for the subsequent wage increase. Employer 
B grants pension rights based on  the period of service 
in his employment. This can be brought into diagram 
as follows: 
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b.  Employer A freezes the pension rights acquired in 
his service until the retirement date. Employer B 
applies the life years principle. In diagram, as 
follows: 
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The pension commission has in principle voiced pre- 
ference for the second system. An important problem, 
with which one is now faced, is that a large group of  em- 
ployees in the Netherlands have a pension scheme accord- 
ing to  the first system. 

In particular, civil servants can be mentioned here. 
Their pension rights result from a special act, in which 
the indexation in arrears of pension rights acquired at 
departure ou t  of the  civil service, have been fixed. The 
civil servants' union in particular would not in the least 
be inclined to relinquish this indexation in arrears, o n  
integration of their pension scheme in a national scheme 
for all industry. Moreover there are continually more 
voices saying, that in the present deteriorating economic 
situation, such an ambitious national scheme will be hard 
to  realise financially. 

The result of  this is that the preparation of a com- 
pulsory scheme remains a difficult task, through which 
the problem of pension-loss when changing service in par- 
ticular remains. This is the reason that from many sides 
the search for a simpler solution for this problem than 
through a national pension scheme has been insisted on.  
For this purpose a number of  suggestions have been made, 
not only by consulting actuaries in particular, but also by 
one of our political parties, for example, who havedrafted 
a bill of parliament. 

According to this bill, that in broad outline resem- 
bles the recommendation made by consulting actuaries, 
pension funds and insurance companies would be  obliged 
to benefit the paid up policies with the interest profit that  
is made on  the mathematical reserve, belonging to  the paid 
up policies given to  departed employees. As this proposal 
corresponds with the system of indexation in arrears, it 
was unanimously rejected by supporters of the pension 
commission as being contrary t o  the principal decision 
taken by the pension commission, namely preference for 
the life years principle. 

2. ADVANCED RETIREMENT 
A large proportion of Dutch employees retire at the 

age of  65.  For years the question of advancing the age of 
retirement, to say 6 0  years, has been repeatedly asked. A 
mass lowering of the retirement age has been continually 
held off as this would be too expensive. Because of the 
requirements, which have been fixed by the  state concern- 
ing financing of a pension scheme (mainly funding of  the 
actuarial liabilities), the premiums which would have to  
be paid by a company for such a pension scheme, would 
increase enormously. 

This does not alter the fact that in certain cases there 
is definitely a need for retirement at an age younger than 
65 .  This is definitely not unusual for management func- 
tions in particular. 

For many years the Government has known the pos- 
sibility of  functional age dismissal. This means that civil 
servants, who follow a profession which can be described 
as undermining the health (eg .  police or  fire brigade) can 
retire at the age of  6 0  and that  during 5 years a supple- 
mentary payment is received amounting to  80% of their 
salary. In the health sector such a scheme also exists for 
nursing personnel. 

In 1977 some of the largest industrial branches namely 
the Metal Industry, the Building Industry and the Har- 
bour works, started as an experiment a scheme for ad- 
vanced retirement for the duration of  two years. All 6 3  
and 64 year old employees in these branches were given ' 

the possibility of voluntary advanced retirement. They re- 
ceived a supplementary payment o f  80% of their salary 
after that, until their original retirement date. During this 
period the accumulation of  their pension was moreover 
continued. 

Meanwhile the two years have passed, but the schemes 
still exist. Stronger even, since, there has been a torrent of  
such schemes flooding over us. Every self-respecting in- 
dustry branch now knows a form of advanced retirement 
and also a number of larger and less large concerns, have 
concluded their own c.a.o.'s (collection labour agreement), 



have taken this phenomenon into their homes. Even the 
civil servants have, since November, their advanced re- 
tirement provision. According t o  good Dutch.custom there 
are n o  two schemes alike. The earliest age of retirement 
varies between the age o f  60 and 63,  while the payment 
level lies between the 80% and 100% of the last salary. 
In t h e  larger industry branches, the  schemes are carried 
o u t  b y  separate foundations and is thus kept outside of  
the pension funds. There is one exception namely the 
pension fund active in the health sector, which carries 
out  the scheme in force in that sector. 

The curious fact occurs that the cost of advanced 
retirement schemes turns out much better than expected 
(on an average + 1% of the wage sum). The following 
causes can be  named for this occurrence: 

a. There is a legal scheme, which foresees in a benefit 
for disablement. For a disablement between 8 0  and 
100% for example a benefit is paid of 80% of the last 
wage. It is estimated that at least 40% of the people 
between 6 0  and 65  years of age have a benefit pay- 
ment from this scheme. The voluntary advanced 
retirement scheme is of n o  importance to them. (In 
fact many of these people are not disabled, but  only 
unemployed). 

b.  The rest of the considered age group, who make 
use of  the scheme, can differ from industry to  
industry. On average it comes to  about 50%. 

c. The financing occurs through a "pay as you go" 
system. 

The  expectation is that the expenses of  the advanced 
retirement will increase in the future. In the insurance 
branch for example it has been estimated that the expense 
will increase to  5% of the  wage sum in a few years time. 
There is though the question of whether there is a way 
back if the advanced retirement has become common 
property. 

It is also interesting to note in this context that the 
Dutch "Actuariele Genootschap" (Actuarial Society) has 
instituted a work group, which will have to publish a 
report about the problems and especially about the costs 
of flexible retirement. It is the intention, that there will 
be looked into what the financial consequences will be in 
the long run of  the advanced retirement schemes which 
we know at the  moment,  whereas at the same time there 
has to  be indicated which alternatives can be placed 
opposite these. 

3. SOCIAL BENEFITS 
In our  last report we gave a survey of the increase of 

the social benefits from 1967 up until 1976. For the 
years 1977 and 1978 this survey can be extended as 
follows 

Increase Social 
Increase Social in % with insurance 

in % with insurance respect benefits 
National respect to bene- to the in % of 
income the year fits year the natio- 

Year 106Df l .  before 106Df l  before nalinaane 

From this it is evident that the  costs of the social 
insurance payments keep on developing unfavourably. 
The present government is doing the  utmost to  guard 
and regulate the development. Proposals made to  curb 
the increase of these payments meet with opposition 
on all fronts. It is however very clear that with the recent 
economic development measures will have to  be taken. 

4. INFLATION 
The survey of price and wage increases given in our 

last report can be extended as follows: 

Date 

January 
January 
January 
January 
January 

Average price Average wage 
increase in % increase in % 
with respect with respect 

to year before to year before 

The wage increase per January 1 ,  1980  cannot be 
filled in at this moment. Employers and employees 
have not been able t o  come to central wage agreements 
for 1980 through their representative organisations. 

This has led to the  government imposing a wage 
pause o n  January 12, for the duration of two months. 
This goes to  say that during this period the wages are 
not  allowed to  be increased, except for the compen- 
sation of increased prices. During this period the govern- 
ment shall reflect on  the measures to  be taken as to  face 
the deteriorating economic situation especially caused by 
the rising oil prices. It has been calculated that the nation- 
al income will increase with less than 2% in 1980 while 
the  average price increase is expected to be about 8%. 

5. NON-COMPULSORY OLD AGE INSURANCE 
In 1919 the "Ouderdomswet 1919" (Old age act 

1919) was passed, at the same time as an act in which 
among other things a compulsory old age, widows and 
orphans insurance was arranged for the benefit of employ- 
ees. The intention of the "Ouderdomswet 1919" was to  
enable people who did not stand above a certain limit of 
income, to acquire a provsion on  noncompulsory base 
against a low premium, which was equivalent to the 
compulsory scheme for the employees. 

The act was modified several times between 1919 
and 1930,  whereby the range was extended. After 1930 
nothing has happened. The act is noted as the V.O.V. 
(Vrijwillige ouderdomsverzekering; Non-compulsory old 
age insurance). At the most a life annuity of Dfl 100.  - a  
month can be insured, with a potential combination of 
a reversionary annuity of  Dfl. SO. - a month. This is a 
very limited offer and there were no clear advantages in 
the  long run anymore compared with private life insur- 
ance companies. This gave the parliament occasion in 
1976  to  insist upon the government liquidating the act. 
Meanwhile it has been decided to  d o  this and recently 
it was made known what the consequences will be for 
the insured. These can be rendered as follows: 



a. Pensioners (80,000 people): c. Paid up policies not yet in effect (80,000 people): 
Thier benefit continues as normal. Next to this, This group shall be compensated in 1982. 
they will receive at the end of this year an en- 
tire extra payment amounting ot 30x the man- 

The life insurance companies together have estab- 

thly amount. 
lished the "Stichting Dienstverlening V.O.V." (Found- 
ation for rendering service V.O.V.). Those who receive a 

b. Premium payers (100,000 people): surrender value can use this as single premium 
They receive next year a surrender value payment for a new insurance through this foundation. In that case 
equal to the sum of all premiums paid and the no income tax has t o  be paid over the surrender value 
interest accrued thereon. payment. 


