
Reforming Public Enterprises: The Netherlands

Public Management Service
© OECD 1998

REFORMING PUBLIC ENTERPRISES -- CASE STUDIES:
THE NETHERLANDS

by Robert C. G. Haffner and Koen G. Berden, Erasmus University

Introduction

1. Since the late 1970s, privatisation, deregulation and competition policy have become
increasingly important elements in the policy mix of industrialised countries. Motivated by the problems
of stagflation, deteriorating public finances and high and persistent levels of unemployment in the 1980s,
governments have increasingly recognised that “open and efficient markets for goods and services,
exposed to domestic and international competition, provide the crucial underpinnings for dynamic, high
income economies” (OECD 1994, p. 7).

2. The Netherlands is no exception to this trend; the beginning of the 1980s saw the Netherlands
endure a number of difficulties which resulted in politicians and policy makers embarking on a course of
structural reform. Their first concern was the rise of the welfare State which put significant upward
pressure on public finances; general government outlays rose from 39 percent of GDP to 59 percent in the
period 1960-1982 and the general government deficit reached 7 percent of GDP in 1982 (OECD, 1993).
Secondly, the high average and marginal tax rates that were necessitated by the financing of public
expenditures had strong negative effects on labour participation rates. Thirdly, the efficiency and
effectiveness of government intervention was increasingly criticised (Van Sinderen, 1990 and Geelhoed,
1986). Added to these concerns were technological advancement, social developments, such as increased
individualisation, and the policies of the European Union, which combined to further stimulate a re-
evaluation of the role of government.

3. The first Lubbers government in 1982 began the shift in emphasis towards a more supply side
economic policy; “more market and less government,” became the credo. Public expenditures were
reduced to finance a gradual reduction of the budget deficit. Lubber’s cabinet also started six “large
operations” aimed at rebalancing the role of the public sector and improving the effectiveness of
government interventions.1

4. The privatisation initiative was one of these ventures and was launched with three main goals
(Ministry of Finance, 1983):

a) to achieve budgetary savings by bringing the supply of publicly-produced goods more in line
with demand and by improving productive efficiency;

b) to achieve efficiencies in public management by restructuring the public sector and reducing
its size;

c) to strengthen the private sector by giving private enterprises more opportunities to develop.

5. Later governments continued the privatisation initiative, but the motivation to do so gradually
changed. While at the start of the privatisation project, the primary motive was to achieve budgetary
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savings, in later attempts the emphasis shifted towards efficiency and the strengthening of the private
sector (Ministry of Finance, 1988). In addition, after the second Lubbers government (1986-1989), the
“large operations” approach was abandoned as the privatisation policy shifted more towards specific
projects.

6. This brief, three-part paper aims to shed light on the Dutch privatisation experience.  First we
define the key terms in the privatisation literature. Second, we summarise the status of the most important
public enterprises in the Netherlands prior to reform. Then, we discuss the various reform strategies
adopted and focus on the institutional set-up of the privatisation initiative. And finally, we discuss the
impact of these reforms and conclude with a presentation of the main lessons of the Dutch privatisation
exercise thus far.

Definitions

7. The term privatisation is generally used to describe a process by which certain activities are
either entirely taken out of, or less directly influenced by, the public sector.  Three different techniques can
be distinguished:2

• Corporatisation: refers to a government organisation being granted varying levels of legal and
economic independence. Corporatisation comes in two forms:  corporatisation according to
private law and according to public law. Following Van de Ven (1997), this work calls
corporatisation according to public law functional decentralisation.

• The sale of shares to the private sector: this often serves as the last phase in the privatisation
process and frequently eliminates direct public involvement with the enterprise concerned.
The sale of shares is often used as a synonym for privatisation.

• Contracting out: describes the process by which activities that once were performed by the
public sector are now “bought” from the private sector. Contracting out may be accompanied
by a transfer of government employees.

8. Under functional decentralisation, public tasks are transferred to new autonomous bodies which
are part of the public administration. These bodies are no longer a part of ministerial hierarchy but are
subject to public law. This is the preferred form of corporatisation in cases where public activities should
not be exposed to market forces. In the Netherlands, some 180 of these autonomous bodies exist and
include such organisations as the Dutch central bank and administrative and executive offices for the
social security system.

9. Despite the prevalence of public law corporations, the main focus of this paper is on
corporatisation according to private law and the (often subsequent) sale of the shares of these enterprises
by the central government.3 The objective of this form of corporatisation is to improve allocative or
productive efficiency by relying more heavily on market mechanisms than on budgeting. The main legal
form for such a privatised entity is the limited liability company, NV (naamloze vennootschap), and the
private liability company, BV (besloten vennootschap). The “Stichting” form is used for the few non-
profit activities which have been privatised. However, in some cases the Stichting form was also
considered appropriate in the corporatisation of commercial activities such as the government training
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centre, the government travel agency, the management of the State museums and of the civil service
pension fund, ABP.

Reform strategies

10. Compared to many other countries, privatisation in the Netherlands has had only a relatively
modest impact on the Dutch economy, both with respect to the scale of the operation and its impact on
economic performance. The Netherlands never experienced large-scale nationalisations, such as in the
United Kingdom and other countries, and thus the size of the public enterprise sector has always been
comparatively limited. However, in sectors in which the government has intervened, such as in certain
areas deemed to harbour essential social and economic interests, government involvement has been
significant, and has most often taken the form of regulation and direct control through ownership of shares
in the enterprises concerned.

11. Yet, in comparison to its neighbours, Dutch government involvement was never substantial.
Whereas in the 1970s, the share of the public enterprise sector in neighbouring countries had reached
about 10 percent  of GDP, in the Netherlands the share was only 3.6 percent of GDP (see Table 1).
However, even this figure may overstate the Dutch government’s minimal involvement. Most public
enterprises were of the limited liability (NV) form, which meant that prior to any discussions of reform,
the primary responsibility for corporate policies was actually with a Board of Directors, rather than the
central State. Public involvement with these businesses was therefore limited. Additionally, many of these
enterprises were not public monopolists as they were often already subject to both domestic and
international competition. This led to many public enterprises achieving a reasonable level of efficiency.

The start of the privatisation operation

12. The privatisation operation in the Netherlands started slowly (Boneschansker and De Haan,
1991). In 1981, under the Van Agt-Wiegel cabinet (1977-1981) a first report, listing potential
privatisations, was presented.  This report was part of the so-called “re-evaluation” operation which was
aimed at appraising the effectiveness and efficiency of public activities. The Van Agt-Den Uyl cabinet
(1981-1982) decided to implement a second round of re-evaluations in 1982. Another report on
privatisation was presented which listed some 110 public activities which could potentially be privatised.
However, more research in this area was considered necessary before any action could be taken.

13. Despite the shift that occurred at the beginning of the Lubbers government, it was not until May,
1983 that the first official privatisation proposals were made (Ministry of Finance, 1983). Fourteen
enterprises were selected and examined for their privatisation potential.  At this stage, privatisation
referred to the selling of shares and contracting out of public activities; corporatisation was considered to
be a second-best alternative. Two reason were given for this approach. First, corporatisation was thought
to involve a larger risk for the public sector as it reduces the government’s influence on corporate policies
without a concurrent reduction of its financial responsibilities. Secondly, the contracting out of public
activities and the complete sale of shares in public enterprises were considered to be more efficient
options, both from public management and budgetary perspectives.
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Procedure

14. This initial policy statement also outlined the procedure to be followed when privatising a public
enterprise. First, a working group was formed consisting of the representatives of the various ministries.
The working groups were chaired, and its reports drafted, by the ministry which was responsible for the
enterprise concerned. The ministry was also asked to provide the preliminary analysis and data on the
status of the enterprise. This group then considered the various options for privatisation. For each option,
the consequences of privatisation were analysed in terms of budgetary savings, public sector employment
(reducing the number of civil servants was an important policy goal at the time), and the effect on the
public enterprise itself (the expected changes in the number of employees and in the legal status of these
employees). The report of the working group was then considered by an advisory committee on
privatisation issues, the Interdepartementale Begeleidingscommissie Privatisering (IBP). This committee,
which was founded in 1982, ensured the coherency of the privatisation initiative and served as a
clearinghouse for expertise on privatisation. The reports of the IBP and the working group were then
submitted to the cabinet which made the decision whether to proceed with the operation.

15. The working groups were asked to make their investigations fairly detailed.4 The Ministry of
Finance (1983) specified that they should, at the minimum, incorporate:

a) an evaluation of the original reasons for public involvement with an enterprise and whether or
not these reasons are still relevant;

b) an analysis of the competitiveness of the activity concerned compared to similar private
activities;  this involved the calculation of the “integral” costs of an activity (the sum of gross
labour costs, costs of housing, interest and depreciation costs and other relevant costs);  In
this analysis external consultants were to play an important role.

c) a consideration of relevant foreign experiences.

16. Additionally, the budgetary impact of privatisation was to be assessed (Handboek Privatisering,
1990). This assessment considered (a) the consistency of privatisation with the general financial policy of
the government and (b) whether or not privatisation was legitimate and would serve to increase efficiency.

17. The general financial policy during the 1980s consisted of an annual ceiling for the budget
deficit and the collective burden (taxes and social security contributions). Expenditure was set within these
limits. However, the normal rules governing budgetary discipline were considered too inflexible for
privatisation. The cabinet decided, in contravention of normal policy, that the initial costs of a
privatisation project may be compensated with budgetary savings in later years. Normally, any
infringement of the budget discipline in one year must be compensated within the same year. Additionally,
the cabinet allowed a part of the privatisation proceeds to remain with the sectoral ministry, thus hoping to
provide a stimulus for privatising State ventures.

18. The Ministry of Finance has played a significant role both in the corporatisation process and in
the actual selling of shares. The ministry was a member of both the working group which considered the
various options for privatisation and of the IBP, as well as serving in a co-ordinating capacity when selling
shares. The ministry’s role is based on two legal provisions: article 35 of the Law on the Government
Budget (Comptabiliteitswet) states that the Ministry of Finance is in charge of the supervision of the
budget. This means that any policy measures with financial consequences should only be made after a
careful examination of the government’s overall financial policy. Secondly, the Besluit Privaatrechtelijke
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Rechtshandelingen directs the Ministry of Finance’s involvement in the process any time a State
participation is sold.

19. The sale of shares is generally organised by a steering group consisting of the Ministry of
Finance, the sectoral ministry, financial advisors and the management of the NV concerned. Often sub-
committees consisting of external advisors (lawyers, public relations advisors, accountants, etc.) are also
formed. The Ministry of Finance and the sectoral ministry share the chairmanship of the steering group.
This procedure has worked well for the larger privatisations (DSM I and II in 1989, DSM III in 1996,
NMB Postbank in 1989, KPN I and II in 1994 and 1995). For the more minor issues, the number of
members of the steering group and sub-committees has been smaller.

20. Despite its legally robust role, a 1994 report by the Rekenkamer (Court of Auditors) suggests that
the results of the Ministry of Finance’s co-ordinating role, especially with respect to the sale of public
shares, has been insignificant. The Rekenkamer believes that given the current legal framework, it is
desirable to intensify this role. This has subsequently been acknowledged by the Council of Ministers. The
Council has also formally endorsed the privatisation procedure described above. In addition, the Ministry
of Finance is now formally allowed to initiate and stimulate the sale of shares. Informally, this had already
been the case.

Reform strategy

21. From 1983 until about 1991, privatisation reports were regularly published, making reform
strategy easy to track. The first Lubbers cabinet decided to privatise 18 activities. In addition in decided on
a second round of privatisations consisting of 27 public activities. The Coalition Agreement of the second
Lubbers cabinet announced that the privatisation initiative would continue with 16 further activities to be
restructured. However, some of these projects were continuations of projects started in the first and second
rounds.

22. During these early days, corporatisation according to private law was seen as a first step to
reaching the ultimate goal, the sale of shares (Ministry of Finance, 1996). For this reason, it is not
surprising that later privatisation efforts concentrated mostly on flotation of enterprises, either through a
listing on the stock exchange, or private offerings of shares. With all privatisations, in order to evaluate
whether continuing government involvement with an enterprise was desirable, the following questions
were asked: (Ministry of Finance, 1985):

• Are the original reasons for government involvement with the enterprise still valid?

• Is the shareholdership of the government the most appropriate policy instrument to achieve
this goal? This also depends on whether or not the enterprise provides certain public services
(although even then other policy instruments may be more efficient).

• Is the enterprise a monopoly or is the State the largest client of the enterprise concerned?

23. These criteria are to a considerable extent still applicable. However there has been a change of
thought in some areas (Ministry of Finance, 1996). For example, the fact that the enterprise concerned is a
monopoly was once believed a reason for not selling public shares. However, current thinking recognises
that the sale of shares in such a case may be desirable if it is accompanied by a regulation of prices or an
active encouragement of new entry (e.g. in the telecommunications sector). Additionally, the fact that the
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State is the primary buyer from the public enterprise is no reason to maintain government involvement
when a contractual relationship between the State and the privatised enterprise may be more efficient.

24. However, even if the government shareholdership of a certain public enterprise is deemed no
longer desirable, shares are not immediately put up for sale.  Rather, a number of factors are considered
when deciding on the actual selling of shares:

• the identity of the buyer(s) of the shares;

• the interests of the enterprise offering the shares;

• the legal position of the employees of the enterprise (e.g. are they still civil servants);  the
situation on the stock exchange (i.e. whether the timing of the sale is right) so that the sale
will generate a reasonable profit;

• the interests of the other shareholders of the enterprise. Sometimes the State is obliged to
offer shares to other shareholders before selling them on the stock exchange. In this case,
lengthy negotiations may be necessary.

Public enterprises in the Netherlands

25. The “public enterprise” sector in the Netherlands can be divided into (1) the public enterprises
which are officially termed public enterprise (according to law), (2) government services which provide
services to the public or private sector, and (3) private companies in which the State participates.

26. The “official” public enterprise sector prior to reform actually consisted of only four enterprises:
the State Printing & Publishing Office (SDU), the State Mint, the State Port Authority IJmuiden (SVHB)
and the Dutch Postal & Telecommunications Service (PTT; later KPN) – of which the Postbank was a part
until its separate corporatisation in 1986. The difference between these public enterprises and other public
activities is that the State enterprises prior to any privatisation efforts already had a considerable degree of
financial autonomy, granted to them in legislation under the Law on the Government Budget
(Comptabiliteitswet) and in the Company Law (Bedrijvenwet). They had a balance sheet, a profit/loss
account and an institution comparable to a Board of Directors. However, in a hierarchical sense, public
enterprises fell under the responsibility of a minister, and importantly, any profits made had to be paid out
to the government. Furthermore, the autonomy of the public enterprises was still much lower than that of
corporatised enterprises. They were forced to endure a large number of hindrances to effective
management and operation. For example, these enterprises were dependant on the government for
financial capital as they were not allowed to raise loans independently on the capital market. This
deficiency was exacerbated by the fact that they were not allowed to reserve profits for future investments.
Thus if they wished to finance an investment they were forced to negotiate a financial contribution from
the government. This meant that such investments had to “compete” with other public expenditures and
perhaps cause a short term rise in the budget deficit. Moreover, the public enterprises were at the mercy of
larger budgetary needs, and if, for example, State expenditures needed to be reduced, the public enterprises
often had to reduce outlays. Operating commercially was also difficult because the expenditure flow to the
State was treated completely separately from the expenditure from the State to the State enterprise (Dik
1995).5 Further, the public enterprises had less flexibility in differentiating wages and salaries as the
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employees in these enterprises were civil servants. Finally, in addition to the constraints on their activities,
performance was difficult to monitor as tariffs did not include all relevant costs.

27. Other government services, such as the Government Computer Centre and the Government
Purchasing Office, were fully integrated financially with the responsible ministry. They had no balance
sheet, no profits/loss account and did not operate on a commercial basis. This made performance even
more difficult to monitor. The activities of these public enterprises were significantly less autonomous
than those of public enterprises corporatised under the NV structure, for example. However, since the
beginning of the 1980s, many of these government services were corporatised. Yet, some government
services were instead transformed into “agencies.” These agencies have no legal identity but do have a
certain degree of autonomy within the public sector. Annual performance plans are established which
describe the products to be produced. Cost calculations are made based on economic criteria, financial
reserves for new investments can be formed and a profit and loss account is introduced. Examples of such
agencies are the Immigration Office, the Meteorology Institute and the Penitentiary Office.

28. The government also participated in some companies. Important sectors for these State-owned
enterprises included telecommunications, public transport and the financial sector. In some limited
liability companies the 100 percent of the shares were government owned, while in others there was  a
majority or minority stake. The government also participated (and still does) indirectly in a large number
of companies through its participation in the National Investment Bank (NIB). These enterprises already
operate on a commercial basis and government intervention with day-to-day business is absent.

29. The motives for government participation in a particular enterprise varied greatly. Although,
each State holding has its own unique history a primary impetus present in many cases was the presence of
large social and/or economic interests encompassed by the enterprise. This provided motivation for
government intervention in sectors such as public transport, post and telecommunications, electricity and
water supply. A second goal of government participation was the provision of venture capital to an
enterprise in order to preserve employment. Examples of this rationale are seen in government ventures
with NedCar (an indirect NIB participation) and Daf trucks.

30. Below, we discuss some examples of public enterprises in more detail.

Dutch State Mines NV (DSM)

31. Due to the lack of private initiatives the government founded DSM as a State industry in 1902, in
order to exploit coal in the Limburg region. DSM grew larger throughout the first half of the 20th century
as coal was widely used in both industries and households. However, in the fifties, the returns in the coal
sector were subject to downward pressure as alternative sources of energy - gas and oil - became more
popular. Employment declined and potential foreign partners were reluctant to co-operate with DSM as
they perceived too responsive to political, rather than economic, exigencies.

32. In 1967 the government decided to change the legal status of DSM converting it into a fully
government-owned limited liability company, DSM NV. The chemicals branch within DSM was
encouraged to grow and gradually constituted a larger share of total company turnover. Partly due to these
developments DSM was able to alleviate the unemployment problems in Limburg that occurred due to
mine closures in the late 1960s and early 1970s. The government viewed DSM as one of the most
important pillars for the new economic structure in Limburg.
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33. Since the 1960s, chemical activities have become more important and the original objective of
exploiting coal layers has gradually faded. Fertilisers, fibres and plastics have come to play an increasingly
important role within DSM and presently serve as the main determinants of company performance.

34. From 1967, DSM has been financed almost solely by the Dutch State. However, contrary to the
State Printing and Publishing Office, for example, DSM was allowed to reinvest its profits. Part of the
capital invested by the State was put in the company’s capital stock whilst the rest consisted of interest-
bearing loans. The DSM employment records showed a temporarily faster decrease of the number of
employees during the privatisation process, from 30 400 in 1966 to 17 400 in 1970, only to go up again in
the early 1970s after some acquisitions had been made, to 29 300 in 1973. Total turnover started to
increase more rapidly after 1967, from ƒ940m in 1966 to ƒ7 620m in 1975.

35. From the end of the eighties onward, the government started to sell off packages of government-
owned shares of DSM. Presently, 31,4 percent of the total amount of shares outstanding are still
government owned.

Dutch Postal and Telecommunications Service (PTT)

36. The PTT was founded by the State in 1799 as the provision of postal services was thought to be a
matter of societal interest. As early as 1893 the PTT gained a certain level of administrative self- control,
yet it remained a State-owned company. In the first decades of the twentieth century the possibilities for
reducing government-influence in PTT were discussed. However these discussions failed to reach a
conclusion, or result in action. The commercial advantages of less direct government involvement with the
PTT were expected to be important. However, the monopolistic nature of the PTT and the “public good”
characteristics of some its services stymied privatisation efforts. Additionally, the PTT was used as an
instrument to achieve other policy objectives, such as stabilisation policy and regional policy. For
example, as part of regional policy, in the 1960s and 1970s, parts of the PTT were relocated to relatively
peripheral regions.

37. The PTT has always been a relatively profitable enterprise; and served as a net contributor to the
government budget (see Table 2). Despite this, the PTT was privatised as a limited liability company at the
beginning of 1989, employing 94425 and having all of its shares owned by the State. In due course the
State has sold off several instalments of shares and now has a minority stake of 44.8 percent.

38. Motivation for the privatisation came in the first instance from the fact that the PTT was
operating in an increasingly competitive environment and a State enterprise was not considered to be the
most effective organisational form to deal with this competition. Technological developments also made
the natural monopoly argument less valid, especially in the telecommunications area.

Royal Dutch Airlines (KLM)

39. Since 1929 the State has never had a majority share in KLM. However, because of the
widespread belief that the firm should remain in Dutch hands, and due to the importance of regular air
transport services, the State has been motivated to remain involved. Additionally a State share in the
company appeared necessary in the negotiations between governments and companies for landing slots in
other countries. The number of employees has slowly increased over the 1980-1996 period from 18 904 to
31 312 while net profits have varied substantially; during 1994-1996, they amounted to ƒ351 Millions.
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40. The current State share in KLM is 38.2 percent. According to a February 1994 agreement, the
State can increase its voting share to 50.1 percent in cases where this seems necessary for the maintenance
of its air transport policy and/or to protect the airline from hostile take-overs. In December 1996, the State
and KLM agreed that airline would buy back 13.2 percent of the equity capital. If KLM’s other
shareholders agree, the State will receive an estimated revenue of ƒ 0.9-1 billion (depending on the
average share price during the particular period). The remaining State share of 25 percent will be retained
in order to be able to influence company policies. In addition, the February 1994 agreement is set to be
renewed.

Dutch Railways (NS)

41. Dutch railways began as a private venture over 150 years ago. Initial competition between the
‘NV Hollandse IJzeren Spoorweg Maatschappij’ (1837) and the ‘NV Maatschappij tot Exploitatie van
Staatsspoorwegen’ (1863) put a downward pressure on returns. This caused both companies to ask the
government in 1916 to allow them to merge under the name ‘Nederlandse Spoorwegen’  (NS). Continuing
financial problems led to a reorganisation in 1937 when the NV NS was founded. Still suffering under
government restrictions on rates, borrowing and other matters, the railways were unable to be profitable
and the government appropriated all shares of NS in 1938.

42. The company sought to earn positive profits and managed to do so until the mid 1960s. A that
time, two factors caused losses to accumulate (IBP, 1991). First, rising wage costs were insufficiently
compensated by higher tariffs (which were set by the Ministry of Transport). Secondly, the NS lost
significant business due to increasing competition from automobiles and the reduced need for rail
transport of coal (due to mine closures). As a result, the State subsidy to NS rapidly rose reaching
approximately 50 percent of operating costs by the beginning of the 1990s (Van de Ven, 1994).

43. The employment record of NS (railways) has remained fairly constant with only marginal
deviations from a 26000 employee base. For the NS Group as a whole (which includes the railways and a
number of other participations), employment sharply decreased by 6000 employees in 1985 due to the sale
of various NS-participations (like Van Gend & Loos) to 30000. Currently, employment at NS Group is
28000 employees (1996).

Regional public transport

44. Tram and bus service have similar origins in private initiative and came increasingly under
government control as a result of the introduction of a licensing system (Van de Ven, 1994). A subsidiary
of NS bought up a number of regional transport companies in 1937. In 1981, the State took over the shares
of this company (Verenigd Streekvervoer Nederland, VSN) which has a monopoly on regional public
transport. Subsidies to regional public transport became necessary beginning in 1969 and rose to cover 60
percent of operating costs at the beginning of the 1990s. Currently, experiments are being undertaken to
open this sector to competition. Some selected lines have been competitively tendered, resulting in the
entry of the American firm VanCom competing for bus services in Limburg. In addition, discussions into
the possibility of splitting up VSN have begun.
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Postbank

45. What the Dutch know as the ‘Postbank,’ started over a century ago with the formation of two
independent institutions: the State Postal Savings Bank (RPS), founded in 1881, and the Postal Giro
(PCGD), started in 1918. Both institutions performed public tasks and served the same group of people;
the RPS was for the small saver whereas the PCGD was for the small debtor. The PCGD was a part of the
PTT.

46. During the first decades after the Second World War, the Ministry of Finance, the PTT and the
Ministry of Transport and Public Works debated who should monitor and govern the two organisations.
The possibility of a merger between the RPS and the PCGD was complicated by the corporate structures
of the two companies. Would the result of a merger be a public enterprise, like the PCGD, or would it be
an independent corporate body, like the RPS? This proposal was tabled until the 1970s, when the Ministry
of Finance officially proposed the merger of RPS and PCGD to form the Postbank. However, this proposal
was not developed further until 1985, and finally came to fruition in January 1986 with the formation of
the 100 percent State-owned limited liability company, Postbank NV.

47. In the years before privatisation, the Postal Giro made losses (up to a maximum loss of ƒ125
millions in 1982) after having been profitable throughout the 1970s, while the State Postal Savings Bank
in the years leading up to privatisation proved profitable (between ƒ50 millions profits in 1973 and ƒ725
millions in 1983) (Schotsman, 1990). Market shares of deposits of the two institutions fluctuated slightly
during the period 1973-1985, but on the whole suffered a slight decrease. These factors all served as
motivations for introducing competition to stimulate the companies to become more efficient. At the
moment of privatisation the RPS and PCGD employed 10500 people, a number that has deviated little
since 1980.

NV Schiphol Airport

48. Schiphol was fully owned by the city of Amsterdam shortly after its founding. However, as it
rapidly expanded into the national airport after the Second World War, it grew too large for the city.
Amsterdam was unable to provide sufficient capital for its expansion. As a result, in 1958 a limited
liability company was formed in which the State held a 76 percent majority stake and the city a minority
share of 22 percent. Due to the importance of Schipol to the economic viability of its harbour, the city of
Rotterdam also participated with a share of 2 percent.

49. A limited liability company was thought to have several advantages over a public enterprise. The
co-operation of the State and the cities of Amsterdam and Rotterdam was seen as an easier management
structure than complete ownership of the airport by Amsterdam. More importantly, the NV form would
allow Schiphol more autonomy. Public enterprises are generally much more regulated by the State, and
this would have hampered the expansion of Schiphol and the Dutch ambitions of “The Netherlands as
main port to Europe.” Today, the State still owns its majority share of the airport, however, the
possibilities of privatisation are currently under investigation. Privatisation is seen as a crucial factor for
the foreign expansion plans of Schiphol (which include consultancy and a greater exploitation of
terminals). Privatisation has recently received support both of the management of Schiphol and the Dutch
cabinet (NRC-Handelsblad, 1997).
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50. Presently, the airport already has some degree of financial responsibility. For example, if it
makes any operational losses, it cannot count on State support to make up for any shortfall. This was
agreed in order to force the company to be commercial and efficient.

51. The number of employees increased until 1989, to reach a maximum of 1840, after which time it
has decreased. In its latest financial report Schipol reports that its employee numbers  have stabilised at
1600. Total turnover of the airport has developed rapidly and positively over the past ten years from ƒ450
millions in 1987 to ƒ977 millions in 1996, with only a slight decrease in 1993.

The State Printing Office SDU.

52. The State Printing Office (SDU) was founded in 1577 and until 1669 was active in private
markets. But at that time, the company was appointed “State Printer” and withdrew from private markets.
With the introduction of the Companies Act in 1912, the SDU was formally named a public enterprise,
responsible for all State publications, including those of other public enterprises such as the PTT.
Politically, the SDU falls under the responsibility of the Minister of Home Affairs and has as its official
task the provision of graphical products for internal or external use of the State. The SDU’s competencies,
mechanisms for control and its explicit prohibition on private market operations was regulated statutorily
in 1947.

53. The large increase in government information and printings resulted in both an increasing
workload for the SDU and a remarkable growth in revenue and employment. A large share of the turnover
came from the PTT (26 percent for telephone books and zipcode books alone). The planned
corporatisation of PTT and Postbank would therefore mean a large loss in turnover, as these enterprises
would be freed from the obligation to order graphical products from the SDU. In addition, more ministries
started to place publication orders with other companies. Attempts to prevent this failed. These factors
built up pressure to allow the SDU to again operate on private markets.

54. In 1985, the State decided to corporatise SDU into a 100 percent State owned enterprise, an
objective formally realised in November, 1988. The main motives for corporatisation were reducing
government involvement with non-essential tasks such as printing and the improvement of the
opportunities for development within the SDU. Consequently, the organisation no longer has a monopoly
on the market for official publications of the Dutch government but can make up for any shortfall by
submitting bids to undertake private work. In practice, though, the SDU remains charged with a significant
proportion of government printing. For example, by contract, the SDU is the sole printer for parliamentary
documents.

55. In 1984, the last year before the decision to privatise, the non-consolidated gross turnover of the
SDU was ƒ249 million of which ƒ56 million was generated by the publishing branch and ƒ193 million by
the printing office. In 1986 total turnover decreased relative to the year before due to a large decrease in
turnover in the printing branch of the SDU. Pre-tax profits in that year were ƒ4 million (a profit of ƒ9
million for the printing office and a loss of ƒ5 million for the publishing branch).

State Port Authority IJmuiden SVHB

56. The SVHB controlled the IJmuiden harbour, fish warehouses and drying docks. Before
corporatisation, approximately 70 people worked at SVHB. An important motivation for the
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reorganisation stemmed from the fact that SVHB suffered substantial exploitation losses in the years
preceding corporatisation. It was thought that the necessary restructuring would be less difficult if it were
placed within the broader perspective of corporatisation. In May 1986, a memorandum of understanding
was signed with a number of interested parties agreeing on the terms of corporatisation. This agreement
was reached after much debate, with the main point of contention being the take-over price; the Ministry
of Transport demanded much more (20,8 millions.) than the interested parties were willing to pay (5
millions.). The ultimate take-over price amounted to 8 millions. However, the Accounting Office was
critical of this agreement as it was felt that the take-over price was too low. In addition, as the State had
given several guarantees, the net take-over price might even turn out to be negative. An additional obstacle
was that clients of SVHB opposed corporatisation and as a result, parliament disapproved of the
agreement.

57. Despite this resistance, in April, 1989, the Sea Harbour IJmuiden NV was formed. SVHB was 70
percent owned by a consortium of local businesses and 30 percent by local and provincial government.
The take-over price was 17,1 millions.; however, the government paid a contribution to finance
investments of 8,9 millions. The “public” nature of the harbour (universal access, supervision of rates by
the Ministry of Transport) was dealt with in the take-over agreement.

Results

58. During the first Lubbers cabinet, actual progress in privatisation was limited. Privatisation
proceeds until 1986 were only approximately f 500,- millions. and resulted from the partial sale of KLM,
NMB, Hoogovens and a number of smaller participations (see Table 3). In addition, the Postbank was
corporatised according to private law in 1986 and became a 100 percent State owned NV. At the start of
the second Lubbers cabinet, projected privatisation proceeds totalling ƒ 2,- billions. were even
incorporated in the budget. Later, this target was increased further to a total of 3,3 billions. This total was
reached primarily due to the sale of DSM (in two instalments) in 1989 and the first instalment of the NMB
Postbank in 1990. During 1986-1990, a number of public enterprises were corporatised according to
private law, including Circle Information Systems, Fokker, SDU, KPN, Energie Beheer Nederland (energy
company) and OV Studentenkaart BV (agency for student public transportation card). The Lubbers-Kok
government (1990-1994) continued the corporatisation process, with new participations in the Government
Purchasing Office, two regional development corporations, the Government Computer Centre (currently
Roccade Informatica Groep), Daf Trucks and the Mint. Public shares were sold in significant enterprises
such as Vredestein (the second instalment), NMB Postbank (the second instalment), the OV
Studentenkaart BV, KPN (first instalment) and Daf Trucks. Although the Kok cabinet (1994-1998)
corporatised only one new agency, the Labour Conditions Agency (RBB), shares were sold in Fokker, Daf
Trucks, and several other enterprises. In addition to these sales, some shares were sold of firms in which
the State only indirectly participated through its stake in the Nationale Investeringsbank (National
Investment Bank). However, in terms of their budgetary impact, these sales were relatively small.

59. Contrary to the initial policy statements on this topic, corporatisation was by far the most
important privatisation strategy during the 1980s, both in terms of the number of enterprises and
employees (see Tables 4 and 5). In terms of employment, privatisation reduced the number of civil
servants by about 120000, owing in large part to the privatisation of four State enterprises. Excluding these
public enterprises, the number of civil servants declined by about 11 percent (almost 18000 workers). Of
the corporatisation projects, only about 30 percent concerned corporatisation according to private law.
However, in terms of employees this form is by far the most important.
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60. From 1990 on, emphasis on corporatisation declined as the number of public activities which
could potentially be corporatised fell. In its stead, policy shifted to the sale of shares. This is indicated by
the total privatisation proceeds, which are relatively low during the 1980s (with the exception of 1989) but
much higher in the 1990s (see Tables 6 and 7). Over the period 1983-1996, (direct) privatisation proceeds
amount to 21 billions. In 1985, the State participated directly in 40 enterprises. Currently, the number of
State holdings is 41, which is indicative of the large potential that remains in this area.

Institutional arrangements

Control of corporatised enterprises (NV)

61. Corporatisation according to private law means that State involvement in day-to-day business is
limited. The corporatised enterprise operates on a commercial basis in its price setting, marketing and
financing. The political responsibility of the minister is reduced to those competencies which he is allowed
to exercise in his capacity as shareholder.

62. The degree of control a minister can exercise depends on whether the corporatised enterprise
fulfils the criteria of the so-called structural regime (structuurregime). In general for a limited liability
company, corporate policy is decided by the Board of Directors (the Raad van Bestuur or management)
whereas the Board of Supervisory Directors (the Raad van Commissarissen) has an advisory and
supervisory role. If the structural regime applies, as it does to most enterprises in which the State
participates, the influence of the shareholder is reduced in favour of the Board of Supervisory Directors.6

63. The State can influence the management of an NV in three different ways (Van de Ven, 1997)
First, the State can exercise its rights as a shareholder. The competencies of the general assembly of
shareholders is regulated by the Articles of Association which state that:

• the general assembly has all authorities not delegated to the Board of Directors or other
bodies of the NV;

• the right to be informed by the Board of Directors and of Supervisory Directors;

• the right of recommendation and veto with regard to the appointment of members of the
Board of Supervisory Directors.

64. The second way the State can influence the management of the NV is by the appointment of
members of the Board of Supervisory Directors. The latter body decides on the approval of annual
accounts and decisions with respect to:

• the issuance of shares or certificates of shares;

• co-operation with other legal persons, participation or investment exceeding 25 percent of the
value of the placed capital of the NV;

• changes in the Articles of Association;

• proposals to dissolve the NV;
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• start of a procedure for bankruptcy;

• dismissal of a substantial number of the work force;

• a change in working conditions and appointment of members of the Board of Directors.

65. New members of the Supervisory Board are selected by co-optation, with a right of veto by the
general assembly of shareholders and for the Workers Council.7 The law enables the State to appoint some
members of the Supervisory Board directly for NV’s in which the State holds a substantial participation.
In most such cases the State appoints one or two members of the Board, mostly civil servants of the
Ministry of Finance and/or the most related ministry.

66. If the State feels it necessary to influence an externally corporatised enterprise (if, for example, it
is a monopolist), the State can do so through a third tool: regulation. Special regulation by law, mostly in
combination with a concession controlled by the regulatory body, is often necessary to control the
behaviour and performance of the company.

67. For example, according to law (Postwet 1988 and Wet op de Telecommunicatievoorzieningen)
the minister of TPW is allowed to set a bandwidth of rates for both post and telephony. The pricing policy
itself (given the bandwidth of rates) is decided upon by KPN. In addition, apart from setting uniform
tariffs, the conditions of the concession regulate elements such as universal access. These conditions apply
independently of the ownership of the NV (State or private). KPN is an enterprise which was entirely
State-owned upon formation, but presently the State has minority ownership.

68. Other examples of such transformation can be seen with the conversion of the Ministry of
Finance’s assay department (gold, silver) into the 100 percent privately-owned enterprise, NV Assay. The
reorganisation of the measurement department of the Ministry of Economic Affairs into a 100 percent
State-owned enterprise, the Netherlands Measuring Institute NV, is another illustration. Both companies
are regulated by special law. The NV Assay operates under conditions specified for a concession while the
Netherlands Measuring Institute NV is regulated by a contract between the Ministry of Economic Affairs
and the company.

69. Government policy is aimed at making optimal use of the legal possibilities to increase influence
of the shareholder in a corporatised enterprise (Ministry of Finance, 1996). For example, the structural
regime should only apply when it is legally obligatory. In addition, shareholder influence can be
strengthened by submitting certain management decisions to the general assembly of shareholders for
approval. Such rights of approval have been incorporated in Articles of Association, such as the right of
approval for the investment decisions of DSM (until 1989) and, until 1994, the conditional right of
approval of the investment plan of KPN (which is the holding company for the Dutch post and telecom
combination). Both rights of approval were to end as soon as non-government parties became shareholders
of these enterprises. The reason for this timing of governmental removal from control, was that it involved
the sharing of confidential corporate information with the shareholders. Another right of approval used
was the right to approve decisions regarding the remuneration of the Board of Directors. This was
incorporated in the Articles of Association in a number of recent corporatisations (such as the Government
Purchase Office and the Mint). This procedure will also be followed in future corporatisations in those
cases where the sale of shares is not expected to follow quickly after the reorganisation.
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Control of Corporatised Enterprises (Stichting)

70. A Stichting is a legal person according to private law which has no members and is managed by
a Board of Directors (Van de Ven, 1997). The Stichting, which is usually non-profit and is regulated in
general terms by civil law, has its goals explicitly stated in its Articles of Association. These articles also
control the ministerial influence in the organisation. This control can include the regulation of whether
ministers are involved in the approval of the appointment and dismissal of members of the Board of
Directors, approval of the annual budget and information through annual reports and audits, etc.

Sale of shares8

71. The sale of shares takes place in various ways (Van de Ven, 1997). If the NV is already quoted
on the stock exchange, there normally will be a negotiated sale. Such was the case with Daf trucks,
Nedcar, Vredestein (tire industry), and Fokker. However, sometimes a selected tender is used, such as with
the direct sales of ministries’ computer centres to private companies. In the case of the larger
privatisations of 100 percent State owned NVs, such as DSM, Postbank and KPN, privatisation was
realised by public offer and quotation on the stock exchange. These privatisations were major operations
for the Dutch capital market and were accompanied by intensive advertising campaigns both at home and
abroad.

72. Especially if the enterprise concerned is relatively large, the sales will not be sold all at once but
in several increments. In some cases, priority is given to small shareholders and employees. For example,
in the case of KPN, smaller shareholders were offered a discount and accorded precedence in the
allocation of shares. Special arrangements are often also made to enable employees and management to
acquire shares. Additionally, in order to influence the strategic decisions of the enterprise, the State
sometimes maintains a small minority share (e.g. DSM).

Dividend Policy

73. The Ministry of Finance (1996) reports that the dividend policy of corporatised enterprises does
not significantly differ from the policy of comparable private enterprises. In some cases, however,
dividends are either higher or lower than the “market” dividend. Dividends are higher in cases where
dividends are not needed for further investments, such as with the Dutch central bank which pays out all
profits. Dividends may be lower in cases where the State does not wish to participate in new equity capital
or issue new loans for budgetary reasons. The retained earnings of the corporatised enterprise help it to
independently finance future investments.

Financial arrangements with corporatised enterprises

74. The corporatisation of public activities into an NV or a Stichting generally has a large impact on
pricing policies. In the pre-reform, monopoly situation, products are often supplied free of charge or at a
subsidised price. In many cases, the actual cost of providing a particular service is not known. Sometimes,
“shadow prices” are calculated, but these tariffs do not cover all costs.

75. This changes dramatically after corporatisation. Enterprises with the NV or BV form measure
their production of goods and services based on generally accepted economic principles (Van de Ven,
1997). Thus they are forced to operate with a balance sheet, profit/loss account, produce an annual report
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and submit to audits. Consequently, price-setting takes place under normal economic and market
conditions ensuring that prices include all production costs. These changes can clearly be seen in the
reorganisation of both the State Printing Office (SDU) and the Government Computer Centre. Both were
corporatised into 100 percent State owned NV’s and in each case, corporatisation meant the end of a
monopoly in the government market. Prices increased because all costs were now included in tariffs. The
Government Purchase Office and the Government Training Centre had similar experiences.  Both had zero
tariffs prior to corporatisation, effectively providing their services at no charge. With corporatisation, and
the end of a government monopoly, they now charge market rates. Such changes in the external situation
also have large consequences for the organisation and the management of the firm, which often has to be
strengthened or replaced.9

76. However, in cases where (semi-) public goods are produced, there have been many exceptions to
the “necessary” price rises. In public transport, for example, rates continue to be below market prices. The
railways and local transportation companies are forced to keep prices depressed due to governmental
policies aimed at keeping customer prices low. The exploitation losses are consequently subsidised by the
government. Currently, in order to prepare these companies for competition and future privatisation, this
system of subsidies is undergoing change. Instead of subsidising exploitation losses, (State) governmental
subsidies (or provincial subsidies for local lines) will be paid for operating unprofitable lines. This system
also allows for competitive tendering of these unprofitable lines, so the subsidy will be paid irrespective of
the operator on a specific line.

Problems and policy implications

Problems

77. During the 1980s, it became clear that only a limited number of activities were fit to corporatise
relatively quickly. This was largely due to four problems which often took a considerable amount of time
to solve (Boneschansker and De Haan, 1991). First, the financial consequences of privatisation were often
difficult to estimate. This was primarily due to these enterprises’ accounting systems which were unable to
provide insight into the real costs of a particular public activity. This factor in itself encouraged
inefficiency of public activities. Secondly, a number of legal problems arose, resulting from the fact that
often privatisation required changes in existing legislation.

78. A third reason for the slow implementation of privatisation proposals was the change in the legal
status of the employees. This caused a number of problems. As unemployment due to privatisation was
considered undesirable, excess employees had to be offered work elsewhere within the civil service. In
addition, in those cases where the wages of the employees declined below their former civil servant salary,
income guarantees were given for a few years after privatisation. These issues had to be dealt with in a
social covenant between the government, trade unions and the privatised entity. Moreover, the pension
entitlements of the civil servants had to be transferred from the public sector pension fund ABP to another
(new or existing) pension fund. Many companies, especially those with relatively young employees, find
the ABP fairly expensive as its is geared to handle the needs of civil service employees, who have a
relatively high average age. In order to avoid a cost disadvantage for the privatised enterprise, a new
pension fund had to be found (De Kam, 1995, p. 147).

79. A final problem with many of the privatisation projects was the change in the fiscal treatment of
the public activities. Public enterprises were exempted from corporation tax and often also from indirect
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taxes. Bringing these activities under the “normal” fiscal regime, would sometimes cause a price rise
which was considered undesirable. For these cases, it was agreed that the Ministry of Finance would
provide financial assistance amounting to a maximum of 10 percent of cost price. To avoid the conveyance
tax (a levy of 6 percent on the price of Dutch real estate), a specific legal exemption was sometimes
devised. The Postbank, PTT and SDU all received this exemption.

The impact of privatisation in the Netherlands

80. The results of the Dutch privatisation and corporatisation experience seem to be positive.
However, quantitative “across the board” evidence on changes in productivity due to privatisation remains
scarce. However, available studies indicate that privatisation and corporatisation according to private law
has improved both productivity and quality. Koning et al. (1995) investigated ten organisations which
have been corporatised for at least three years. Based on various indicators, they found productivity
improvements of 30-200 percent. In addition, them ore an enterprise is exposed to market forces, the
greater the improvement of its services. the performance of the enterprises concerned generally improves
more, the more an enterprise is exposed to market forces. IBP (1991) reports inefficiencies of 20-50
percent due to sub-optimal allocation of labour within Dutch public activities.

81. Case studies also indicate that corporatised enterprises, including DSM, KPN, KLM and
Postbank,  are now generally flourishing companies. Below, we discuss in greater the detail the effects of
some privatisation to provide a deeper understanding of the results.

State Port Authority IJmuiden SVHB

82. The SVHB has shown a remarkable improvement in performance since 1981, when exploitation
losses amounted to ƒ1,5 millions. Since then, the prospect of corporatisation stimulated the development
of new activities, extra investments and a reorganisation. Exploitation gradually improved, reaching a
positive balance of ƒ2 millions. in 1988 with profits continuing to improve after privatisation.
Employment fell from 68 in 1988 to 34 employees in 1990. No dismissals were necessary as the fall in
employment was mainly achieved through outplacement to the Ministry of Transport and a bonus of
ƒ15.000 for those who found employment within the private sector. Clients of the harbour are very
satisfied with its current performance and rates have not changed since 1987. Furthermore, an investment
programme of ƒ25 millions. was initiated over 1989-1994 which would have been difficult to realise had
the SVHB remained a State enterprise.

SDU

83. The SDU was able to maintain a satisfactory level of turnover even though the public sector was
no longer obliged to place printing and publishing orders with the firm. The SDU’s success was achieved
by a far-reaching reorganisation of the company, reducing the number of hierarchical levels from eight to
five and the number of employees by 200 to 1000. This reorganisation was one of the primary causes of a
sharp decline of profits during 1988-89. Additionally, profits were hindered by the fact that the wages
costs of the SDU were higher than its competitors in the graphics industry. This was due to the income
guarantee granted SDU employees, which resulted in salaries about 10 percent above wages in the private
printing sector. At the time, because of the highly competitive nature of the printing sector, the State failed
to recognise that these wage costs would undermine the competitiveness of the organisation (Jongsma,
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1995). Despite these problems, clients of the SDU report that they are satisfied with the quality of the
products provided, and are happy with the newly commercial attitude that pervades the firm.

Assay Department

84. The Assay Department NV (AD) was founded in March, 1987 with all shares placed in
Federation Gold and Silver, an organisation representing all interested parties. The tasks of AD (as
described in the Assay Law, the Waarborgwet) are three-fold: the assay of metals, supervision of the
Assay Law, and the investigation of offences.

85. Prior to corporatisation, the AD managed to break even. However, this calculation was not based
on market prices, so it was difficult to assess the actual economic performance of the firm. In 1987 and
1988, a positive exploitation balance of ƒ1-1.5 millions. was achieved (generated by a turnover of about ƒ6
millions.). Yet, this positive result is partly cyclical. What is clear, though is that the firm’s reduction in
the number of employees (from 78 in 1983 to 54 in 1990) implies a considerable improvement in
productivity. Moreover, clients are satisfied with the performance of the AD; but this is no significant
change from the pre-privatisation era.

Pilotage

86. In 1983, the cabinet decided to privatise the public pilotage service and to integrate it into the
pilotage service in the Rotterdam area. This integration had been discussed since the beginning of the
1970s, however it was not until 1988 that the corporatisation and integration of the pilotage service was
finally realised. The pilotage service was transformed into a body governed by public law. This body
consisted of five regional corporations of which the pilots were members, and two private liability
companies (BV’s) which are charged with the exploitation and equipment. The new pilotage service had a
monopoly position.

87. The corporatisation of the pilotage service was severely criticised by the Court of Auditors
(1989) for a number of reasons. First, the financial consequences of the corporatisation for the public
sector were very negative. Prior to corporatisation, the public sector received ƒ29 millions per year form
the pilotage service, after corporatisation the government actually had to pay ƒ25 millions. per year. This
change was primarily due to an increase in the wage costs of the pilots and related personnel and also
because the government had guaranteed the expenditures of the corporatised enterprise (through a “soft
budget constraint”). In this way, all financial advantages of the corporatisation were to the benefit of the
corporatised enterprise. Moreover, the guarantee the government had given was not limited in time.
Second, the government was still responsible for the majority of the regulations concerning pilotage; thus,
from a public management perspective, the advantages of corporatisation were slight. Finally, the Court
criticised the corporatisation process itself due to a perceived lack of co-ordination, the haste in which it
was accomplished, the overly complicated regulation process (marked by the advent of 72 new
regulations), the absence of a realistic timetable and lack of leverage in the negotiations.
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Conclusion

Employment Changes

88. At first glance, privatisation seems to have had little impact on employment within the public
sector. Although some 150000 public sector jobs have been involved with privatisation, public sector
employment only declined from 742000 FTE’s in 1986 to 733000 in 1993 (De Kam, 1995). This result,
however, is largely statistical as according to the system of national accounts, some of the larger privatised
enterprises were already counted to the private sector (e.g. NS, KPN).  Moreover, a significant change can
be seen if one looks only at the central government.  In this area, during the same time, employment
declined from approximately 150000 to 105000, with the reduction of about 20000 FTEs due to
privatisation. Thus, it is accurate to say that privatisation has had a substantial effect on public
employment.

Dutch Uniqueness

89. Compared to other OECD countries, the Dutch privatisation experience is different in three
respects (Van de Kerkhof). First, the Dutch approach has been largely pragmatic. Each public activity or
State holding has been assessed separately in order to evaluate whether continuing government
involvement was desirable. Secondly, corporatisation has been the form of privatisation most often used ,
not the sale of shares as in other countries. The sale of shares was often seen as the ultimate goal, but this
goal was approached relatively slowly in a pragmatic, methodological, manner. Corporatisation was seen
as an important intermediate step to ensure that the public activities were ready for competition. Third,
privatisation in the Netherlands is characterised by an absence of ideological motives. Privatisation has
been pursued by many kinds of coalition governments, of various political persuasions, albeit at different
speeds.

Final Lessons

90. One important lesson of the privatisation policy in the Netherlands is that corporatisation and
privatisation should be accompanied by competition and a level playing field (Kremers, 1996). A number
of examples show that this has not always been the case: the pilotage service, regional public transport
(where the monopoly of VSN was heavily criticised by potential competitor BOVAG), the energy
distribution companies (offer related services which may be cross-subsidised), the labour conditions
agency, RBB (because all ministries were obliged to resort to the RBB even though a sufficient number of
competitors were available) and KPN (at least until 1996) in the fixed telephony segment. These examples
suggest that entry barriers should not be too high, a sufficient number of competitors should already be
present and that government regulations should not render competition and a level playing field
impossibly, if reorganisation efforts are to succeed.

91. Secondly, one consequence of the privatisation process has been the formation of many hybrid
organisations, which mix elements of private and public institutions.  This result, which has until recently
been neglected, creates unequal conditions of competition, as these organisations often also compete with
private organisations.  Public gas and electricity companies which also sell heating equipment privately,
municipal gardeners offering services to households and companies, and universities competing for
research grants are three commonly cited examples.  The unequal conditions of competition arise from a
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combination of a host of factors which include cross-subsidisation, differential fiscal treatment, access to
capital at non-market rates, or privileged information about clients.  Currently, the government is
addressing this problem, and working on a framework of rules of conduct for these organisations, and will
“prescribe” the conditions under which private activities of public companies should be split.

92. This is related to the third important lesson: the government should attempt to be clear from the
start about the goals of the privatisation and the future environment in which the privatised entity should
operate (De Kam, 1995, p. 146). The interests of the various parties involved with a privatisation operation
may differ substantially. The management of the enterprise to be privatised often wants a maximum
amount of freedom, whereas the civil servants of the sectoral ministry often find it difficult to “release” an
enterprise from the sphere of public influence. An additional factor are trade unions which want
guarantees concerning employment and net wages. In order to maintain the momentum of a privatisation
process, it is essential to become familiar with differences in opinion at an early stage so that politicians
can decide in which direction to proceed. This has not always been the case, as negotiations during the
Dutch privatisation experience have often been complicated and lengthy. It often takes 5-7 years from the
start of serious discussions on privatisation to parliamentary consent.

93. Fourth, once the goal and means of privatisation have been ratified, follow-up is crucial.
Economic evaluations of the effects of privatisation have been relatively scarce in the Netherlands. As a
result, it is difficult to evaluate the various hybrid forms of corporatisation within the broad spectrum
between the public and the private sector in terms of their economic performance.

94. Finally, it is important to bundle expertise on privatisation. Privatisation processes are often
complex but this does not mean that these processes have no similarities. Privatisation, like any other form
of institutional reform, involves a learning curve. Bundling privatisation experiences may help to move
down the learning curve at a higher speed. During the 1980s and the beginning of the 1990s, the
Interdepartementale Begeleidingscommissie Privatisering fulfilled this role. In 1990 a useful “handbook”
was published (“Handboek Privatisering”) which summarised some of the Dutch experience with
privatisation. Currently, the “Begeleidingsteam verzelfstandigingen” advises on corporatisation and
privatisation.
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APPENDICES

Table 1: Share of production of the ‘public enterprise sector’ in GNP.

Country Share in gross national product (%)

West-Germany

France

Italy

United Kingdom

The Netherlands

10.2

11.9

 7.5

11.2

 3.6
Source: Short (1984)

Table 2: Net flows between PTT and the State (million guilders)

1975 1976 1977 1978 1979

flows from the PTT to the State 1 202.1 1 454.9 1 774.8 1 868.1 1 974.2

flows from the State to the PTT 1 038.7 1 157.2 1 431.3 1 447.3 1 463.0

net flows between PTT and State    163.4    297.7     343.5     420.8    511.2

net interest from the PTT to the State    183.3    193.9     199.0     205.4    182.7

total net flows to the State    346.7    491.6     542.5     626.2    693.9
Source: Financial Report PTT 1979
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Table 3: Overview of State holdings, 1985-1996

Year New participations Complete sale Partial sale

1985 Gero
1986 Postbank KLM II

Hoogovens
1987 Circle Information Systems (CIS) De Vries Robbé Vredestein I
1988 Fokker

SDU
1989 KPN

Nozema
NMI
EBN
OV Studentenkaart

CIS
Stoomvaart Mij. Zeeland
(Steamer company)
Postbank
Verenigd Streekvervoer
Limburg (Public transport
Limburg)
Brabantse Buurtspoorwegen
en Autobusdiensten (Public
transport Brabant)

DSM I and II

1990 BOM (regional development corp.)
GOM (idem)
Government Computer Centre
Government Purchasing Office

Mij. Overijsselsche Kanalen
(Canals)

NMB Postbank I
Eurometaal

1991 OOM (regional development
corporation)
ING
Alpinvest

NMB Postbank II
Maatschappij voor Industriële
projecten (industrial
development corporation)
Vredestein II

1992
1993 Daf Trucks Fokker

ING I and II
1994 Mint OV Studentenkaart KPN

I Daf Trucks
1995 Hoogovens

Nederlands Congres Gebouw
(Conference centre)

KPN II

1996 RBB (labour conditions agency) DSM III
Kon. Ned. Springstoffenfbriek
(Explosives)
Daf Trucks Fokker Holding

Total 19 new participations
(of which 5 completely sold)

18 participations completely
sold

12 participations partially sold

Source: Ministry of Finance (1996)
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Table 4: Privatisation projects as of January 1991

Number of projects Number of employees
(number of  companies ) (%) (number of employees) (%)

Projects 50 100 119 647 100
of which
   corporatisation 23 46 115 454 97
   sale of shares 10 20 900 1
   contracting out 17 34 3 293 3
of which
   State enterprises 4 8 101 675 85
Postbank, PTT, State Port Authority IJmuiden and SDU
Source: Boneschansker and De Haan (1991)

Table 5: Corporatisation projects as of January 1991

Number of projects Number of employees

(number of companies) (%) (number of employees) (%)

Corporatisation projects 23 100 115 454 100

of which
according to private law (NV form)a 7 30 103 207 89

according to public law and Stichting form 16 70 12 247 11

PTT (90000 employees), Postbank (10500), SDU (1100), Government motor vehicles and maintenance service (310),
Nederlands Meetinstituut (262), Government purchasing office (435) and Government computer centre (600)
Source: Boneschansker and De Haan (1991)

Table 6: Net proceeds of sale of participations of the National Investment Bank (NIB)

(in 1000 guilders)

1988 1989 1990 1991 1992 1993 1994 1995 1996
Van Berkel (NIB) 13 547
Boskalis (NIB) 8 798
DAF I+II (NIB) 52 771 382
V/d Giessen de Noord I+II 2 819 1 830
NBM/Amstelland (NIB) 2 495
Schouten Giessen (NIB) 8 611
Stork Werkspoor Diesel (NIB) 21 200
Holland Utrecht (NIB) 5 000
Stork Ketels (NIB) 14 394
Volvo Car (NIB) 241 715
RDM (NIB) 9 763

Total Indirect proceeds 13 457 96 694 19 394 251 508 2 212
Total Proceeds 1988-1996 383 265
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Annex 1: Per ultimo 1996 completed privatisation projects related to government agencies

Name of agency Ministry3 Type of privatisation/corporatisation

PTT (Post and telecom) MT&PW NV, initially 100% State owned
Postbank MT&PW NV, initially 100% State owned
Government Computer centre State Port Authority MHa NV, initially 100% State owned
IJmuiden MT&PW Sold to private sector
Computer centres of various ministries Sold to private sector
Government purchasing Office MF NV, initially 100% State owned
Assay Department MF 100% privately owned NV
Motor Traffic Guarantee MF stichting
State Psychiatric Institution MWHCA stichting
NOS Facilities (broadcasting & TV) MWHCA NV, initially State owned
Government Motor
Vehicles Purchasing & Maintenance Service MT&PW 100% State owned
Nederlands Meetinstituut (weights and measures) MEA 100% State owned
Pension Fund for Civil Servants MIA stichting

3
Key to ministries
MEA Ministry of Economic Affairs
MF Ministry of Finance
MHA Ministry of Home Affairs
MSA&E Ministry of Social Affairs and Employment
MT&PWMinistry of Transport, Public Works and Watermanagement
MWHCA Ministry of Welfare, Health and Cultural Affairs
ME Ministry of Education
MH Ministry of Housing
MD Ministry of Defence
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Annex 2: List of State holdings in companies per ultimo 1995*

Enterprise % of State holding
Kon. PTT Nederland NV (post & telecom) 44,8
NV Bank Nederlandse Gemeenten (Bank for municipalities) 50
Energie beheer Nederland BV (energy company) 100
De Nationale Investeringsbank NV (National Investment Bank) 50,3
NV Nederlandse Gasunie (national gas distribution company) 10
De Nederlandsche Bank NV (Dutch Central Bank) 100
NV VAM (waste removal company) 100
Internationale Nederlanden Groep (Bank, including former Postbank and
insurance company) 1
NV Luchtvaartterein Texel (regional airport) 65,3
NV Nederlandse Waterschapsbank 17,2
NV Luchthaven Schiphol (Schiphol airport) 75,8
NV Verenigd streekvervoer Nederland (holdings in public transport companies) 100
Ultra Centrifuge Nederland NV (uranium enrichment facility) 98,9
Fokker Holding BV 22,2
NV SDU (former State printing office) 100
Alpinvest Holding NV*(investment bank) 30,3
Daf Trucks NV (car industry) 39,6
KLM (national airliner) 38,2
NV Brabantse Ontwikkeling Maatschappij (provincial development bank) 64,5
NV Gelderse Ontwikkelingsmaatschappij (provincial development bank) 66,6
NV DSM (chemical company) 31,4
Holland Metrology 100
NV Noordelijke Ontwikkelingsmij (provincial development Bank) 100
NOVEM (Netherlands Energy and environment company) 100
Kon. Ned. Springstoffenfabriek (Royal Netherlands Explosives factory) 50
AVR Chemie BV (chemical company) 30
Roccade Informatica Groep (former government computer centre) 100
FMO (Netherlands Finance Company for Developing Countries) 51
LIOF(Provincial development Bank) 94,3
Eurometaal Holding NV 33,3
Kon. Ned. Hoogovens en Staalfabrieken NV (steelworks) 13
NV Nederlandse Spoorwegen 100
Overijsselse Ontwikkelings mij NV (provincial development Bank) 65,2
Hollandse Signaalapparaten BV 1
De Nederlandse Munt NV (mint) 100
Nederlands Inkoop Centrum (former government procurement office) 100
Nederlandse Omroepzender Mij NV (NOZEMA) (Netherlands Broadcasting
Transmitter Company) 59
CF-kantoor voor Staatsobligaties (Office handling government bonds) 100
Centrale Organisatie voor radio-actief afval
(COVRA, Central Organisation for radioactive Waste) 10
Source: press release from the Ministry of Finance, 16 September 1996. The June 1997 status is the same, with the
exception of Alpinvest, which is to be sold this month.
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NOTES

                                                     
1 The six “large operations” are: privatisation, decentralisation, deregulation, re-evaluation of public activities, restructuring of the

public sector and reducing the number of civil servants. It should be clear that these operations had overlapping policy aims. For
example, privatisation was an important instrument in reducing the number of civil servants.

2 Some also consider the application of the direct benefit principle as an element of `privatisation’ (see Van Bergeijk and Haffner,
1996, for example).

3 Privatisation also took place at the local (municipalities) and provincial level, but on a smaller scale.

4 This proved to be difficult, as explained below.

5 Dik (1995) notes that in 1988, PTT was allowed to invest more than 2 bln. according to a budget that was approved by
parliament. However, if PTT wanted to participate in another enterprise, and if the value of the participation exceeded
100,000, then the full procedure to obtain parliamentary approval had to be followed. Involvement of parliament with
several aspects of corporate policy (number of phone booths in a particular area, prices of stamps, etc.) also made it difficult
to operate on a commercial basis.

6 The structural regime is obligatory by law if the enterprise satisfies the following criteria: it has more than 100 employees, more
than f 25 mln. of equity capital, and a works council according to the Works Council Act. However, a company is free to submit
to the structural regime if it wishes to do so.

7 This procedure does not apply to holding companies of which the majority of the workforce is employed outside the Netherlands.

8 Privatization through management buy-out is applied very rarely and only in the case of small organizations.

9 Surveying ten privatised organisations, Koning et al. (1995) note that 50-80 percent of the managers in the two highest
hierarchical levels is replaced or leaves within three years.


