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PREFACE

Thisisoneinaseries of Working Papers produced by The Johns Hopkins Comparative Nonprofit
Sector Project, a collaborative effort by scholars in over twenty countries to understand the scope,
sructure, and role of the nonprofit sector using acommon framework and approach.

The Working Papers provide avehiclefor theinitid dissemination of the work of the Project to an
internationa audience of scholars, practitioners and policy andysts interested in the socid and economic
role played by nonprofit organizations in different countries, and in the comparative andyss of these
important, but often neglected, indtitutions.

Working Papers are intermediary products, and they are released in the interest of timely
digtribution of Project results to simulate scholarly discussion, and to inform policy debates. A full ligt of
these papersis provided on the inside of the back cover.

The production of these Working Papers owes much to the devoted efforts of our project staff,
in particular Regina Rippetoe, asthe program manager, and Wendell Phipps, the project’ s secretary. We
also want to express our deep gratitude to our colleagues on this project, to the Internationa Advisory
Committee that is helping to guide our work, and to the many sponsors of the project listed at the end of

this paper.

The views and opinions expressed in these papers are those of the authors and do not necessarily
represent the views or opinions of The Johns Hopkins University, its Ingtitute for Policy Studies, or any of
its officers or supporters, or the series editors.

We are delighted to be able to make the early results of this project available in this form and
wel come comments and inquiries either about this paper or the project asawhole.

Lester M. Sdlamon Helmut K. Anheier
Project Director Associate Project Director
The Johns Hopkins University

Ingtitute for Policy Studies



DEFINING THE NONPROFIT SECTOR: THE NETHERLANDS
Introduction

This paper aimsto provide an andytica description of the nonprofit sector in the Netherlands. We
will review its higtorica and legd background, examine its trestment and definition, and chart the sector’s
contributionsto the Dutch economy and society. The nonprofit sector isnot awell established, nor aclearly
defined term in the Netherlands. Anyone using the term is expected to indicate more precisdy what he
means. The dtribute nonprofit (not trandated in Dutch), however, is commonly used. Nonprofit
organizations are essentidly defined inlegd terms. They arelegdly not dlowed to digtribute profits. Private
organizations are divided into two categories: for-profit (business) and nonprofit or not-for-profit. Theterm
nonprofit generadly refers to organizations in hedth, culture, arts and socid services, aswdl asto specid
interest groups, trade unions, sport clubs, and organizations dealing with humanitarian, human rights and
other socid or public interest issues.

This section will ded with the most current terms to depict segments and aspects of the nonprofit
sector. Private nonprofit ditributing organi zationsin the area between the Sate agencies and businessfirms
have severd labes in the Netherlands. The mgor terms generdly depict different agpects or sections of
nonprofit organizations, but overlap as well. The perhaps broadest and oldest term is *het particulier
initiatief’ (trandated: the private (non-governmentad) initiative), or ‘het PI’ in the abbreviated form. The
‘particulier initiatief’ relates to groups of citizensralied in voluntary associations in pursuing issues thet
supersedeindividud interests. Theterm fits most organi zations of the nonprofit sector. Sometimesthe same
term is aso used to refer to the private sector (business).?

The term * het maatschappelijk middenveld’ (trandated: the societal midfield) depicts al kinds
of organizations between the individud citizen and the ate. In a very broad sense it encompasses the
business sector (athough that is very unusud), as well as a variety of organizations that cater services to
the public (sometimes including independent state agencies, like public universities), interest groups, and
hobby and sporting clubs and other voluntary associations. Traditiondly, the term has been gpplied to
pillarized (denominationd) organizationsin particular, with the exception of the politica parties. Today the
termisreserved to interest and advocacy organizations, and it focuseson their ‘verticad’ mediating functions

1 Ary Burger, Paul Dekker, (Socia and Cultural Planning Office); Tymen van der Ploeg
and Wino van Veen(Vrije Universiteit Amsterdam)

2 This might be confusing for researchers, but it facilitates political compromise.
Cadlition cabinets of Christian Democrats and (right-wing) Liberals in the 1980's
agreed upon apolitics of ‘ privatization’. Both parties supported the dissolution of state
holdings (aminor sector in the Dutch economy), and both wanted areduction of public
regulation and public expenditure. To reach the latter goals, the Liberals focussed on
restoring markets and creating conditions for commercid initiatives, and the Christian
Democrats advocated a reviva of the old nonprofit private initiative and the
development of new citizeninitiatives (cf. contributionsin Kreukelsand Simonis, 1988;
and SCP, 1989).
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between the state and (groups of) citizens. On the one hand, the organizations in the societd midfield
represent the interests of their gpecific group a government level and try to influence public policymaking.
Ontheother hand, many of the organizations are of serviceto the government, for instance by implementing
and monitoring policies.

The term ‘gesubsidieerde en gepremieerde sector’ (trandated: the subsdized and premium-
receiving sector), abbreviated as * g& g-sector’, is defined in afinancid manner. It refers to organizations
that recelve government subsidies or premiumsfrom the compul sory national programmes of socid security
and health insurance. The term also accommodeates large parts of the nonprofit sector since many private
organizations recelve some form of government subsidiesor paymentsfrom the socid or hedth carefunds.

The mgor groups of the nonprofit sector, education, hedlth care and socid services, are also
considered apart of thecollectivesector and of thequater nary sector. The collective sector isfinancialy
defined by the source of expenditures. taxes and socid premiums. Besides the * g& g-sector’ it comprises
government and — by far the largest part! — transfer payments like public pensions, unemployment
benefits and student grants. The quaternary sector is not afinancid but an employment sector. It conssts
of those categories of the standard industria classification that arefully or for alarge part financed by public
resources. government, public transport, education, hedth care, social security agencies, etcetera. Thus,
the quaternary sector includes al government agencies and amost dl organizations of the * g& g-sector’,
but not their transfer payments. The Socia and Cultural Planning Office (SCP) has since 1978 monitored
the development of consumption, employment and costs of quaternary services. We will return to these
sectord divisons later on in this paper, after having eaborated our own definition of the nonprofit sector.

In addition to the local or home-grown terms, some other ‘imported’ terms can be mentioned
briefly. ‘NGO’ (Non-governmental organization) is reserved for nonprofits in the field of internationa
cooperation and development ad. ‘ Intermediary organizations' isused asasociologicd equivaent for what
would normally be called ‘ organizations of the societd midfield'. * Third sector’ and ‘ independent sector’
— the latter term only in English — are sometimes used. The words refer to the same organizations asthe
word ‘ nonprofit sector’ does, but they have less economic connotations. Conjugationswith *voluntary’ are
not incirculation; ‘volunteers organizations are organizations which core businessisvolunteering (catering
services by volunteers, mediating between demand and supply of voluntary work). Theterm *civil society’
(not trand ated) has become quite popular asan dternativefor ‘ societd midfidd’. Wewill returnto thisterm
at the end of this paper.

Many terms have been presented in this section to depict (parts of) the Dutch nonprofit sector. To
round off, we give afew examples for a better understanding of how the terms are used. A state holding
is part of the public, but not of the quaternary and collective sector. A Catholic primary school belongsto
the collective and quaternary sector, but not to the public sector. State grants for students are collective
expenditures, but as paymentsthey do nat fit in the quaternary/market division of production or employment
sectors (but the *independent agency’ that distributesthe grantsis part of the quaternary sector), nor inthe
legd public/private divison of organizations. However, the position of the agency is disputable under these
terms. Asregard the two most important Dutch ‘in-between’ terms, the catholic primary school definitely
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belongs to the ‘ g& g sector’ (the state holding definitely does not and the independent agency is disputable
again) and might be considered as part of the ‘maatschappelijk middenveld'. The latter term is used to
focus on intermediary roles of organizations, especialy nonprofits. The school is societal midfield because
it belongsto acluster of organizationsthat expressreligious plurdism and present interests, becauseit links
individua children and parents to the larger society, or because it helps the government to register needs
in the population, But the term does not gpply to the school as an employer or as a supplier of services.

The next section will outline the history and the development of the nonprofit sector in the
Netherlands. This section will be followed by a discussion of mgor types of nonprofit organizations and
adiscusson of hybrid and borderline cases. Next, we pose the question how well the Dutch nonprofit
sector measures up to the comparative definition of the internationa project. Before we draw our fina
conclusons, we will explore the sector’ s contributions to the Dutch economy and Dutch society.

Historical Background: State, Church and Dutch Society

Any account on the Dutch nonprofit sector cannot escape from dedling with two mgor issues.
Crucia for the understanding of the nature and devel opment of the sector, isthe process of pillarization and
the subsequent close ties between the private nonprofit agencies and the government or collective sector.
Rillarizationisthe vertica segregation of various population groupsaong religiousor politicd lines. It arted
inthe second haf of the nineteenth century and had the strongest hold on society between 1920 and 1960.
One of itsmost important consequences has been the collective financing of the private pillarized agencies,
which garted with the state financid support for the denominationa schools. The scheme spread to other
services as wdl. As aresult, private organizations provide many services in education, hedlth care and
welfare work, but are financed by collective means.

One of the most typicad features of the Dutch welfare state is the fact that private nonprofit
organizations deliver many collectively financed services. The direct role of the sate in the ddivery of
educationd, hedth care, welfare work and socia security servicesislimited. In the area of education only
about 30% of primary and secondary pupils receive their education a public schools. The others attend
private schools, which the Ministry of Education dmost completely finances. Private nonpraofit organizations
aso dominate hedlth care and welfare work. The service providing role of government is very smdll, but
the financid role is Sgnificant, especidly in wefare work. Insurance feeslargdly finance hedth care, which
consist of compulsory contributions to the health insurance funds and of contributionsto private for-profit
insurance companies (if one' s wages are above a certain threshold).

Of the mgor socid security arrangements, only one benefit (Generd Assistance) is directly
digtributed and financed by government. Non-governmentd ingtitutions administer most socia security
arrangements. Thetrade associationsin each branch of industry, which are corporatist organizationsjointly
managed by representatives from labour unions and employers organizations, administer the worker’s
insurance programmesfor sckness, unemployment and disability. Theworkersand employerspay thefees.
The socid security bank (SVB) manages the old age benefits, which are financed by fees from workers.
Here, as for some other organizations, government gppoints one third of the board members. The
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government gppointees do not take their seat on behdf of government or asarepresentative of government,
but as independent members, i.e. not associated with [abour or capita. Thus, the actud ddivery and
adminigration of many welfare state services rely on private nonprofit and employers and employees
organizations. The financia sources for these services, however, come from compulsory fees of workers
and employers or directly from government.

A congtitutional introduction

The smdl direct role of centra government is degply rooted in Dutch history.® Already from its
independence the Netherlands never had a strong central state. This may not be surprising, since the
Netherlands as a country was the result of the uprising againgt the centrdistic regime of the Habsburg
Monarchy. Hafway through the sixteenth century, seven provinces formed an dliance to fight for more
religious, economic and politica freedom. The federation that later became the Republic of the United
Provinces (or Dutch Republic) had a strong decentra character. Loca and regiona autonomy remained
fully intact under the federation. Thefedera structure ended with the Batavian Republic and the subsequent
French occupation during the Napoleonic era (1794-1813). From then onwards, the Netherlands has
remained a unity state. However, the provincia and local autonomy never ended. Early in the nineteenth
century, and conclusvely in the revison of the congtitution in 1848, animportant degree of autonomy was
given to provinces and municipdities. Mainly asaresult of the short interval of the Batavian Republic and
the French occupation, the Netherlands had developed from a loose federation to a decentralized unity
state. The Napoleonic period aso marked the end of the republican era, and the return of the monarchy.
After abjuring the Catholic kings of Spain in the Sixteenth century, the country remained arepublic for more
than two hundred years. And after enduring the roya rule of Napoleon’sbrother Louis, King of Holland,
for four years (1806-1810), the Dutch welcomed the Protestant King William | of Orangein 1813. Until
then the princes of the House of Orange had acted as lieutenant in the Dutch Republic. The very first
lieutenant, Prince William of Orange, was the main leader in the indegpendence war againgt Spain until his
assassnationin 1584. Between 1848 and 1868 the country experienced asmooth and quiet trangtion into
a parliamentary monarchy with alimited role for the monarch. Full democracy was achieved early in the
twentieth century with universal suffrage for men (1917) and women (1919).

Theprimacy of philanthropy in the pre-modern age

In pre-modern times philanthropy was predominantly a matter of the churches and a few wesdlthy
individuals. The role of (local) government was limited. Pre-modern nonprofits operated mainly in the
classica fidds of nonprofit action: poor relief, heath care and education. These functions were often
combined. Churches played the mgor part in dl areas. For instance, many hospitals in the Netherlands
have a history as a church inditution. Although the role of (local) government was limited, it was certainly
not inggnificant. The limited role was a result of a saf-imposed condraint. It was fdt that government

3 Excdlent introductions in English to the history of the Netherlands are Isradl (1995)
and Kossmann (1978).
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should only play a subsidiary role. In poor relief, for instance, the loca government ingtitutions primarily
helped those whom the churches or other private ingtitutions did not help (Holthoon, 1985b; Van Loo,
1987).% Besides churches and local governments, guilds were dso active in poor relief. They provided
some support in case of sickness, old age and desath. It should be remembered that the coverage of guild
support was limited to urban areas and members only. Moreover, socid solidarity was not the main area
of activity of guilds (Prak, 1994).

The indtitutiona setup of the classcal areas of nonprofit action, poor relief, hedth care and
education, underwent few fundamental changes until the nineteenth century. The most notable devel opment
has been the increasing interference of the sate with the delivery of these services. Not that the state took
the actua delivery into their own hands, but set rules to those who wanted to supply these services, and
became financidly more involved with education (willingly) and poor rdief (unwillingly).

In education, for ingtance, the state set guiddines or rules with respect to school buildings, the
qudifications of the teaching saff, the number of pupils per teacher and the like, which gpplied to both
public and private schools (Boekholt, 1985). Public schools were actualy poor schools, which were
intended for children whose parents could not afford to send them to the qualitatively better private schools.
Public schools were known for the low educational standards, overcrowded class rooms and underpaid
teachers. Government tried to remedy the Stuation, epecidly in the second haf of the nineteenth century,
by spending more money on public education.

In poor rdief, the financid the role of government dso increased, but only margindly. The mgor
concern was to cut down government expenditures on poor relief. The Poor Actsof 1854 and 1912 were
designed to meet that end. The functiona divison between the private ingtitutions and government
underwent no changes. Both acts explicitly stated that poor relief should primarily be a matter of private
charity (Van der Voort, 1994: 124-130). The abolition of guilds in the first decades of the nineteenth
century strengthened  the role of churches and local governments in tackling poverty (Van Genabeek,
1994).

Pillarization

Very important for the shape and sze of the Dutch nonprofit sector was the so cdled pillarization
process, which started in the second haf of the nineteenth century (Cf. Lijphart, 1968; Bax, 1988).
Rillarization (Verzuiling in Dutch) is the process in which groups of citizens organise themsdaves aong
reigious and politica lines. Rillarization took placein al socioeconomic, political and culturd spheres. The

4 Itisperhapsabitironical that at the present the roles have been reversed. The growth
of the welfare state has reduced the role of the churches in helping the needy to
merely a subsidiary role. As a consequence, the churches now focus on those who
cannot be (further) helped or on those whom the collective arrangements do not reach:
the chronically poor, homeless, drug addicts and illegal residents.
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result was a great variety of denominational organizations such as political parties, |abour unions, housing
associations, newspapers, broadcasting associations, but also schools, hospitals and sport clubs.

How many pillars congtituted Dutch society is still amatter of debate and depends largely on the
definition of a pillar. There were at least two and there may have been up to five pillars. Catholic
organizations definitely formed the most encompassing and homogeneous pillar. Also the existence of a
Protestant or Calvinist pillar has rardly been contested, but this pillar remained more diverse, probably
because it was never controlled by a sngle hierarchic church. Separate networks of organizations
developed, from aloose liberd Protestant one to severd tighter orthodox clusters. As regards the mgjor
Protestant churches, the Calvinists became more pillarized than the Dutch Reformed, the largest but dso
quite heterogeneous Protestant denomination.® Whether the liberdls and the socidists had formed a pillar
of their own is gill amatter of discusson. Some clam that these groups had formed too few organizations
intoo little areasto deserverthelabd of apillar. Others, who find full vertica integration the most distinctive
characterigtic of apillar, that isorganization dong thelines of religion or ideology that cutsthrough thesocid
and economic dratification, Sate that the sociaist and liberd pillarswere not redly pillars because the first
lacked the upper classeswhilethelatter failed to atract the lower classes. Liberd organizationsin particular
were often primarily non-religious. They became pillarized through sdective membership and interor-
ganizationd links, not because of a podtive ideologica identity. One may say that because of the
encompass ng denominationd segregation inmany aress, socidist and liberd organizationsin fact functioned
as pillars too (Van Holthoon 1988; cf. Middendorp 1991: 12-24).

Each pillar or denomination had its own newspapers, economic interest organizations, and radio
and television broadcasting association, but with respect to education the socidists and liberals were
content with the public schoals, while the Calvinists and Catholics wanted indtitutions of their own. Figure
1 provides a graphical representation of pillarization in its heyday of the second half of the 1950's,
borrowed from one of the first Dutch studies of pillarization (Kruijt 1959). Two pillars, Catholicism and
Protestantism, are based on religion, and pseudo-pillar encompasses al nondenominationa inditutions,
many of which can be subdivided into the smdler and weeker ‘socid-class pillars of liberdism and
socidism, but which dso include non-pillarized state schools and generd newspapers. The figure shows
important differences between the denominations. The Cavinists are stronger organized than the other
denominations. And of those who are organized, large mgorities of Calvinists and aso of the Catholics
prefer organizations of their own pillar, but thisis not the case for the Dutch Reformed. Many of them were
attached to non-Protestant, neutrd, libera or socidist organizations.

5 We label the members of the ‘Nederlands-Hervormde kerk’ as Dutch Reformed,
and the members of the ‘Gereformeerde kerken in Nederland’ as Cavinigts.
However, gtrictly speaking both Protestant denominations mentioned are Calvini<t, as
are most of the smaller (and more orthodox) Protestant churches which we do not deal
with. The Calvinists were more orthodox than the Dutch Reformed. The creation of
the * Gereformeerde kerken in Nederland’ in 1892 wasthe result of amerger of two

groups that had seceded from the Dutch Reformed Church in 1834 and 1886.
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One of the most prominent perspectives on the causes of pillarization considers the process the
result of the emancipation of socialy or economicaly deprived population groups® Rillarization was the
road on which the Catholic minority, the Cavinigts, and the labourerstravelled to achieve emancipation or
full citizenship. Thesethree groups started the process, and the Dutch Reformed, thereligious mgority, and
the liberas only formed some pillarized organizations of their own primarily in responseto the efforts of the
three unprivileged groups. Itismorethan acoincidence that the existence of pillarsare questioned for those

denominationa groups that formed the traditiond political and economic dite.
Figure 1 Pillarization in the Netherlands in the 1950s (shortened version of Kruijt (1959: 48))

Calhalics and Cawvinists n

|7ﬂm noaconiessional pillar _l

membership of other organization (1858)

membership of a kabour union (1668)
membership of an agrarian intarest
organization (1553)

radio guide inclusive membership o
braadcasiing campany (1668)

nawspapar raad (1958)

valid votes i iamentary electi
e in parfiamentary election
primary school far childran chosen by
the parents (1557)

Catholice Calvinist Duich Reformed none of these denomination as a percentage of the
40% 10% 31% 1% Dutch population (1858)

Catholic pillar anconfessional pllar|

Catholic (I}, Pratestant (=), and nonconfessional { schools / parties / nawspapars / arganizations
1 =Non-arganized (nan-vaters, non-readers, non-members); the raws presant 100% of the relevant papulation

Other explanations for pillarization mentioned in the literature are socid control and protection.
Mainly the confessond dites wanted to protect their fellow believersfrom the vices of modernization and
secularization. The socid control perspective views pillarizetion as a deliberate attempt of traditiona and
new ditesto sharpen the religious and palitical divisonsin society to strengthen their own position.

It may well be argued that pillarization contained al three dements smultaneoudy. Emancipation
for the socidist [abourersand for dl Catholicsand Calvinigts (from lower to upper class), and socid control

6 For these and more perspectives, see Bax, 1988; Dekker and Ester, 1996; and
Hoogenboom, 1996.
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by the dites of al denominations over their flock. Needlessto say that the motives may have been present
with different groups and individuas. The protection perspective is heavily associated with the Catholic
churchin the Netherlands who hasfirmly stimulated the creetion of Catholic organizationsin virtudly every
gphere. The clergy forbad the parishionersto join profane let done rdigious non-Catholic organizations.
As areault, a host of Catholic clubs were formed, not seldomly founded by clerics, in a wide range of
areas, including sports and recregtion. The clergy assigned a priest to each organization, if not aready
present, to ensure the Catholic character. Theinterference could go very far. One Catholic priest, who later
became the bishop of Haarlem, Sghed that (unfortunately enough) there were Smply not enough prieststo
give every Catholic family daly spiritud guidance. (Rogier, 1978: 217)

RFillarization has not been an exclusvely Dutch phenomenon. Depending on the definition of what
conditutes a pillar, one could also distinguish pillars in other European societies. Hellemans (1990)
discerned for ingance Catholic, socidist and liberd pillars in Begium, a communist pillar in France,
communigt and Cathalic pillarsin Italy, socidis and Catholic pillars in Austria and, before 1933, dso in
Germany, and socidigt pillars in Scandinavian countries. What seems typical of the Dutch Stuation isthe
degree, the coverage or the functioning of the pillarized structure. In the first place, the pillars were more
than networks of equa minded people helping each other in various ways (Cf. De Rooy, 1990: 56). The
pillarswereaway of life: people stayed within the boundaries of their segment from the cradleto the grave.
Secondly, pillarization affected the largest possible part of the population, not to say the whole population.
It dso cut through socioeconomic differences and led to a vertical segmentation of society. This
development standsin contrast to the more horizonta segregation, i.e. divisonsaong thelinesof socid and
or economic class, in some other countries. Thirdly, the pillars, and in particular their elites, recognized and
respected each other. Since not asingle denomination could ever claim amgority, they were perhgps more
inclined to work together than to fight each other.

Theimpact of pillarization on society and the nonpr ofit sector

Whatever the motives were, pillarization has had some mgor and long-lasting impacts on Dutch
society, and not in the least on politics and policy. Despite the sharp divisonsin society the Netherlands
proved to be a stable and peaceful democracy. Open conflicts between the pillars were avoided and the
politica differenceswereresolved at thetop level by the dites (Lijphart, 1968; Dadlder, 1984). Dueto the
confessond labour unions, pillarization mitigated the classical conflict between capitd and [abour.

If we measure their success in the participation in government coditions, the confessond parties
were very successful. The Catholics participated in dmost every government since 1901. The Cavinigs
were epecidly successful in the firgt hdf of the twentieth century. Congdering their relatively modest
electoral support, they supplied a disproportionate large amount of cabinet ministers and prime ministers.
Thesocid democratswere clearly less successful with respect to cabinet participation. Until 1939 the other
parties conscioudy kept them out of government. It was during the years of reconstruction after the Second
World War, when they reigned with the Catholicsfor over adecade, that the social democrats could leave
amark on government policy.
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An early landmark in the government-denominationd relations concerned the state financing of
private denominationd schools. Inthefirg hdf of the nineteenth century, government claimed thet the public
schools had a generd Christian character. Especialy the Catholics, who qudified the character of public
schools as plainly Protestant, heavily disputed the clam. Government adlowed the establishment of private
schools, but provided &t first no financia means for them. It did gradualy increase support for the public
schools. When the liberal Kappeyne van de Capello in 1878 proposed alaw that augmented government
subsidies for the public schools and contained more strict conditions for the private schools, he triggered
areaction that, according to some scholars, marked the start of the pillarization process (Van Holthoon,
1985c¢: 162). The Cathalics and Calvinists, who reected the idea of paying taxes for public schools and
aso paying for private schools of their own, were adamant in rgecting the proposed law. Instead, they
gtrove for equd treatment of public and private schools. Ther struggle was initidly rewarded with only a
few small successes. From 1889 onwards, some minor expenditures of private schools were reimbursed
by the government, but this was clearly not enough for the Catholics and the Cavinigts. The further
expansion of the compensations in 1901 and 1905 only seemed to strengthen ther ingstence on the fulll
financing of their schools, which they findly achieved in 1920.

The school issue crested animportant precedent. With respect to thefinancing of education, private
denominationa organizations should receive the same trestment as government indtitutions. This scheme
was a so adopted for a number of other services, such as hedth care, welfare work, housing and media
Nevertheless, theareaof education hasremained aspecid fidd, ancethe equd financid trestment of public
and private education has been given a place in the congtitution.

The success of the pillarized parties is dso reflected in the shagpe and content of socioeconomic
policy. Socid security legidation waslatein the Netherlands. Thefirst socid security law inthe Netherlands
wasthe Workman’' s Compensation Act of 1901, about twenty years|ater than theworld' svery first socid
security law: the New Zealand Workman's Compensation Act of 1882 (Vrooman, 1995: 12). When it
came, the role of government turned out to be limited and subsdiary. This was in line with the dominant
ideologiesof the pillars. The principle of subsdiarity, which guided the Cathaolics, and the principle of cirdles
of sovereignty, which inspired the Cavinists, were in complete agreement on the role of government:
government interference should be as small as possible.” The liberds shared the view on the smal role of

7 Both Catholic and Calvinist principles agreed on the responsibilities of the state and the
independence of socia groups. The Calvinist principle of circles of sovereignty is
basicaly apleafor independence and salf-determination of social unitsin society. The
principa areas or circles of society, such as the family, business, education, the arts,
churches, should not be subjected to the authority of the state, but govern themselves.
This entailed that the role state should be as small as possible and therole of the circles
aslarge aspossible. The sovereignty principle hasalot in common with the subsidiarity
principle that the Catholics adhered. Contrary to religious matters where a strict top-
down structure (culminating into theinfalible Pope) is therule, subsidiarity entailsthat
social and socioeconomic issues should be dedlt with at the lowest possible levels,
leading from family, neighbours, to community, church and ultimately to government.

9
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government and, when not in government, they could rardly criticize the confessona governments on the
issue of centrdist palicies. Instead, a corporatist setup was preferred. Organizations of workers and
employers collaborating in trade associationswere to dedl with al theissuesof indudtrid relations, including
worker’ sinsurance.

The shape of the Dutch socid security lawvswere especialy inspired by the Calvinist views. Shortly
before the Firt World War, the Cavinist Tama introduced the corporatist setup in proposed legidation
for labour councils and sickness, old age and disability insurance. Although, his proposals met greet
resstance and hislawswere never or only later implemented, they proved to beamodd for later legidation
(De Swaan, 1988: 212). Only thefirgt interwar years showed an expansion in the coverage of the existing
laws. The crigs of the 1930s provided no strong incentives to government to expand the socid security
legidation. Great debates were dedicated to the worker’s insurance for medical costs, at first heavily
contested by the medical professon. Nevertheless, the law on hedth insurance funds with compulsory
contribution from both workers and employers was findly adopted in 1941, with a little help from the
German occupiers.

The growth of the welfare Sate after 1945 took place dong denominationa and corporatist lines.
The socid democrats, who formed coalitions with the Catholics for more than ten years, dso preferred a
corporatist setup over direct government control. Their response to the economic atrocities of the 1930s
and the immediate postwar years of shortages, was, unlike their British ideological companions, not
nationdization but corporatist planning of the economy. Their perspective had alot in common with the
Catholic and Cavinist views on the subject. The main difference wasthat the socid democrats saw amore
important role for government. However, the other parties did not share the view on the larger role of
government, and in dl legidation the role of government was limited in favour to thet of labour unionsand
employers organizations (Van Zanden and Griffiths, 1989: 206).

The postwar years witnessed an expansion in the number of corporatist structures. In 1945 a
Foundation of Labour (Stichting van de Arbeid) was set up as a direct result of discussions about the
future of the country that pre-war Dutch political and socid leaders had held during their imprisonment in
the World War 11. In this bipartite body the centrd organizations of employers and employees negotiate
withoneanother and, at least once ayear, with the government. The main tangible result hasbeen anumber
of centra agreements in which basicaly wage restraints were exchanged for investment promises and
improvements in socid security and welfare date facilities. Besdes the existing trade associations, dso
product and industry boards were cresated as public law ingtitutions. These organizations were to play a
magor role only in organizing the agricultura markets. Of more importance was the cregtion of the
Socioeconomic Council (Sociaal-Economische Raad, SER) as the crown on the corporatist framework.
Labour unions, employers’ organizations and government each gppoint onethird of the council’ smembers.
On al important socioeconomic issues government had to ask the SER for advice. The corporatist
framework in the Netherlands not only meant that the private organizations had or shared respongibilities,

Thus, subsidiarity regards the state or public arrangements as a solution of last resort.
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but also led to an extensve framework of consultative bodiesin virtualy dl areas of government action (Cf.
Chapter 13 of SCP, 1981).

De-pillarization and recent trends

The expangon of welfare state services such as education, hedth care and welfarework took place
adong denominationa lines (Van Holthoon, 1988: 80; Hupe, 1993: 381). The services were mosily
provided by private and pillarized organizations, but financed by collective arrangements. The process
continued, even when society as a whole showed signs of decreasing adherence to the pillarized groups
(Ct. Dekker and Edter (1996) for the declinein the population’ sidentification with the pillarized ideol ogies).
The confessond pillars suffered under the secularization process as witnessed by the decline in church
members and church vidts. De-pillarization was dso reflected in organizationd forms. For instance, the
Catholic and socidist [abour unions willingly merged in the mid 1970s (the protestant union chose to stay
on its own). Perhgps the mogt dgnificant Sgn of de-pillarization has been the merging of the Cathalic, and
the two Protestant parties into the Christian Democratic Party in 1980. The rdigious antagonists, who
previoudy only pragmaticdly and strategicaly joined forces to fight common causes and enemies, were
united into one single party.

At firdg, the growth of thewdfare sate Strengthened the pillarized structure, but contributed greatly
to its decline later. The expanson of the publicly financed but privately provided wefare date services
boosted the growth in size and expenditures of the denominationa organizations. At the same time, they
became more vulnerable as the dependence on the collective financid flows increased. Furthermore,
accepting collective money aso meant accepting the regulations that came with them, for instance with
respect to the educationd qudifications of personnd. The crigsin government finances of the late 1970s
and early 1980s led to the disgppearance of many pillarized organizations. Under the financia condraints
they were sometimesforced to mergeinto nondenominationa (but till private) organizationsor to dissolve.

Also, the corporatist setup suffered from increasing criticism. For instance, the trade associations
were accused of being responsible for at least a part of the rapid growth of people recelving disability
benefits (Cf. Vrooman, 1995, 61-62, for the other sources of growth). They gave the benefitsto the ones
who were redlly incagpable to work, but aso to those who were considered dysfunctiond, inefficient or
amply too old. The scheme had advantagesfor both employees and employers. Employeeswerefinancidly
better off, since the disability alowances were higher than unemployment and generd ass stance benefits.
Employers saved themselves the costs and burden of dismissa. As a result, the expenditures on the
benefits, which were financed by compulsory contributions of al employees, rose very fadt. In the early
1990s government intervened and adopted policiesto reduce the number of beneficiariesand to lower the
alowance.

A direct result has been the decreased influence of the socid partners and consultative bodies in
favour of government (Cf. Kramer, 1981). In the more recent years, government has tended to prefer the
privatizationof public or collective arrangementsinstead of taking mattersinto their own hands (Cf. Kramer
et d., 1993). Under the reigning neo-liberd spirit, privatizationisthe magicad word. The country ismoving
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away from the corporatist organization and the consultation structures. Thisis not to say that they play no
role anymore, on the contrary, but recent developments have shown a trend towards either more direct
government control or privetization.

Inthe historica section we outlined the devel opment of the nonprofit sector inthe Netherlands, and
how important pillarization was for its growth. What kind of organizationd shape the nonprofit agencies
have in the Netherlandsis the topic of the next section.

Major Typesof Organizations

The main types of nonprofit organizations in the Netherlands are associations (ver eniging),
foundations (stichting), and churches. Since legal culture of the Netherlands belongs to the (Roman) civil
law tradition, as opposed to the Anglo-American common law tradition, aclear distinction is made between
public law and civil law. For example, tax regulations are a matter of public law, while issues concerning
the incorporation and lega form of an organization, its governance and dissolution, etc. are maiters of civil
law.

The civil law islad down in the Netherlands Civil Code (Nederlands Burgerlijk Wetboek, or
‘BW’). The second Book of Civil code, under the heading ‘Legd Persons, provides for the genera
framework of organizationd law for nonprofit organizations. The Civil Code deals with issues such asthe
characteristics, establishment and dissolution of legdl persons, bookkesping and annua accounting, internal
governance, and legd representation. The Civil Code appliesto associations and foundations only, and not
to churches. Churchesare aparticular kind of nonprofit organization that the Civil Code does not regul ate,
unlessthey have the lega form of an association or foundation. Churches have their own statutes that may
not be in violaion with the law. We briefly discuss the establishment, internal governance,
purpose/digibility, and tax trestment of Dutch nonprofit types. associations, foundations and churches.

Establishing associations and foundations

Associations and foundations are the most common lega forms of nonprofit organizations in the
Netherlands. No governmental bodies are involved in the establishment of associations or foundations. In
the Dutch legd system, nonprafit organizations must satisfy certain requirements spelled out in the Civil
Code, to become a legd person. These requirements differ among forma associations, informa
associations and foundations. Regigtration procedures are handled by the Chambers of Commerce. In 1995
over 91,000 formal associationsand 101,000 foundationswere registered at the Chambers of Commerce®

The rules for establishing an association or a foundation are not related to the purpose of the
organization. A wide range of purposes and activities are igible for nonprofit satus. Associations and
foundetions in the Netherlands are active in many different areas, such as housing, medicd, legd, financid

8  About five percent of the registered associations were in fact informal associations.
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or technologica help, orphanages, hospitas, nursang homes, schooals, libraries, museums, worker’ straining,
researchfacilities, the advancement of music, dramaand other arts, and other activitieswhich are beneficia
to society or certain groups, such as, for example, professona associations, labour unions and political
parties. The main redtriction to both associations and foundations is thet they are not allowed to distribute
financid benefits to their members, founders or persons gppointed to their internal bodies. Beyond this
restriction, foundations and associations, like dl lega persons, cannot have astheir purposethedisruption
of public order such as supporting or initiating armed revolutions, the initiation of hatred againgt certain
groups of people, or the promotion of views that go against human dignity (art. 2.20 BW).

Associations

In contrast to foundations, associations are essentidly membership-based organi zations (art. 2:26,
par. 1 BW). There are two different kinds of associations: forma and informal associations. Formal
asociations are established by alegd act by at least two persons, lad down in a notarid deed. which
contains the statutes of the association. The statutes must, according to law (art. 2:26 BW) include a
number of issuesthat are important for establishing its identity and the operation of the association, such
as its name, its purpose, the obligations of its members or the manner in which such obligation can be
imposed, the manner of convening the generad meeting of members, and the rules for gppointing and
dismissing board members. Forma associations enjoy full legal competence and, after they have been
registered in the Trade Register held by the Chambers of Commerce, their board members are shielded
from persond liability for the association’s obligations. Regidtration is compulsory.

An informa association can be established without any forma action and its statutes are not laid
down inanotaria deed. Informal associations may register, but thereis no legd obligation to do so. Such
an associationisalegal person, but haslimited lega competence. It cannot, for example, bethe heir to an
inheritance or acquire real estate or other registered goods. Most importantly, the members of the board
of an informa association are persondly ligble for the obligations of the association (art. 2:30 BW). This
ligbility may be tempered through regigtration in the Trade Register, held by the Chambers of Commerce.
Informal associations turn into forma associations when they lay down their Satutesin anotarid deed.

Thus, regidrationis not aconditionto atain legd persondity, but failureto register hasimplications
for the ligbility of the members of the board of both the forma and the informa association.

Foundations

Foundations, like associations, may have any purpose. The only restiction is that they may not
digribute profitsto their members, foundersand membersof their bodies. By definition, foundations cannot
have members. A foundation isdefined as* alegd person created by alegd act which hasno membersand
whose purpose is to redlize an object stated in its articles using capita alocated to such purpose’ (art.
2:285 BW). Often the establishers of a foundation become members of the board or make financia
contributions.
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Like forma associations, foundations must be established by a notaria deed that contains the
satutes. A foundation can be established by one person. The statutes ded with matters like the name,
purpose, gppointment and dismissal of board members, and a so with the maiter what happensto the assets
after the liquidation of the foundation (art. 2:286 BW). Like forma associations, foundations need to be
registered at the Trade Register held by the Chambers of Commerce. Aslong asafoundation has not been
registered, not only the foundation itsdf, but dso its board members are persondly ligble for the
foundation’s obligations (Art 2:289 BW).

| nter nal gover nance

The Civil Code presents aframework within which an association or afoundationinitsarticlesof
incorporation candevelop itsown interna structure. The freedom to do so, however, differs. Associations
arefaced with more compul sory stipulationsthan foundations. In generd, both associations and foundations
must have a governing body (board) which isin charge of the management, the setting of generd policies
and legd representation. For associaionsthe Civil Code guarantees the rights of membersto speak fredy
and to vote in the generd meeting and grants the members and the generd meeting specific rights and
powers within the association. Participation laws, which are not incorporated in the Civil Code, also apply
to nonprofit organizations (as well as to commercid organizations). These laws grant participation rights
to employees and when applicable, to clients, such asin thefield of education, to parentsand pupils, which
can be exercised in (usually advisory) councils®

Tax treatment

There are severd taxes that are rdlevant for nonprofit organizations. Firdly, the taxes on the
organizations and their activities, such as the company tax, the value added tax, and gift and death duties.
Secondly, the taxes dedling with deductibility of contributions to nonprofit organizations from individuas
or corporations, from persond income tax respectively company tax.

Associations and foundations are exempt from company tax, unlessthey pursue profitable activities
that are in direct competition with business. Animportant differencein the tax treatment between nonprofit
and commercid organizationsisthat for the latter dl sources of income are subject to company tax, while
for associations and foundations only the net profits of the commercid activities are taxable, whereas
income from donations, contributions and investments are not subject to taxation.

°® A new legidatve achievement in the fiddld of participation is the Wet
Medezeggenschap Cliénten Zorginstellingen (Sthl. 1996, 204), which provides for
the participation of admitted clientsin health and nursing careingtitutions (i.e. hospitals,
homes for the elderly). Additional such laws are currently being drafted, for instance,
inthefield of youth care and protection. However, these laws only apply to institutions
that receive government funding. See Van Veen, 1993: 111 following.
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Exempt by law are for instance, recognized housing corporations and public libraries (see art. 5
Law on Company Tax). Furhtermore, corporations that have a purpose of generd interest and for which
the pursuit of profitsis of margina importance, may be granted tax exemption from company tax by the
Minigry of Finance (art. 6 law on Company Tax). Examples of this type of corporations are inditutions
involved in curing and caring for (mentdl) patients, providing care for elderly people or orphans, and
providing occupation for socialy maadapted people. The condition for thisexemption isthat at least 90%
of their activities cons s of providing the actua services, and under the further condition that the profitsare
only used for exempted organizations or in the generd interest (Decison August 20, 1971, Sth. 558 and
December 18, 1990, Sth. 1990, 638).

Nonprofit organizationsarein principle aso subject to vaue-added tax for goods and servicesfor
whichthey charge remuneration. Thisregards only transactionsthat are carried out on aregular basis. Also
when thereisaclear and direct link between a granted subsidy and certain activities (e.g. a government
contract), value added tax is due with regard to the subsidy.*® However, there are a number of activities
that are exempt from thistax, particularly in fieldswhere nonprofit organizations operate. Theseinclude the
caring for patients admitted to an ingtitution and the provision of food and medicine to such patientsaslong
as these activities are not performed commercidly; services performed by (para)medics, such as
ambulance sarvices, recognized organizations in the fidld of youth care and protection; socia and culturd
activities aslong as these activities do not substantialy compete with businesses; and education.*

Nonprofit organizations are also subject to gift and death duties. These are imposed on gifts,
legacies or inheritances obtained from a resdent of the Netherlands or a person that has left the
Netherlands ashisresidencefor lessthan ten years. However, certain categories of nonprofit organizations
pay specid rate, that islower than the rate paid by other recipient organizations. For other organizations,
the generd rate for gift and death duties differs according to the worth of the acquisition from 41% up to
68%. Churches, charitable, culturd and scientific inditutions, as well as inditutions that serve the generd
interest -- defined as activities that do not am at benefiting a sngle individua or a limited group of
individuals, but serve the interest of the public in generd -- are subject to a more favourable rate of 11%
(art. 24, par. 4, uccessiewet 1956).12 These* 11%-rate-organizations aso benefit from ahigher threshold

10 See Oomen (1990, p. 127 following). According to arecent statement of the Ministry
of Finance, VAT isnot dueif the government subsidizes the provision of servicesthat
are exempted from VAT in generdl, or if the subsidy isnot intended to lower the fees
charged to clients (Vakstudie-Nieuws, Deventer, Kluwer, February 2, 1995, p. 506
following).

11 Fundraising activities on behdf of exempt activities are often also exempt from value-
added tax as long as they do not exceed certain amounts. At the moment, (1997) the
amounts are Dfl 150,000 for deliverance of goods and Dfl 50,000 for services (Dfl
70,000 for fundraising services by sports organizations).

12 Declaration of this status can be obtained from the Inspector of Registration and
Succession. If his decision is unfavourable, it can be contested in the court.
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above which giftsare actudly subject to gift or death duties. Although foreign organizationsare, inprinciple,
not eigiblefor thefavourable 11%-rate, foreign organizations serving the generd interest in an internationd
perspective are generdly granted remission of gift and deeth duties, to the effect that they are treated like
domedtic organizations serving the generd interest.

Dutch tax law alows deductions of gifts to domestic ingtitutions such as churches, charitable,
culturd and scientific indtitutions as well as inditutions that serve the generd interest. Generd interest for
this purpose means any purpose not intended to benefit a particular person or restricted group of persons,
but the public in generd. Eligible areas include education, art, development aid, anima protection, socid
work, hedth care, child protection, etc. Political parties are so consdered to serve the general interest
in this repect. Although an organization must be a domestic organization to alow tax-deduction of gifts,
there are no redtriction as to in which country the organization performsiits activities.

To bedigible for deductions from persona income taxes, individuas must contribute at least one
percent of their gross income to such organizations. The maximum deductible amount is 10% of gross
income. Donations that can be regarded as expenses related to a professon or business of the taxpayer,
however, are deductible without alimit. Furthermore, donations by notarial deed comprising &t lesst five
annud ingdlmentsare deductible without any limits. With regard to the deductibility of donations made
by corporationsthat are liable to the company tax, adistinction must be made between donations as costs
and donations as gifts. Donations made by corporations rel ated to business purposes are considered to be
costs and are deductible without restrictions. Donations by corporations thet are gifts are only deductible
if they exceed the amount of Dfl 500 and can be deducted up to amaximum of 6% of the taxable profit of
that year.

Churches

The Dutch Condtitution (art. 6) declaresthat each personisfreeto worship hisor her own religion
or conviction, individudly and with others. Churches have no officid reaionship with the state. Some
conaultive didogues between the state and the churches take place in the interchurch convention for
consultation with government (ClO), a body that represents Christian and Jewish churches.

A common description of achurch from alegd pergpective is: an organization with members st
up for worshipping God on common religious beliefs, but the legidation has not given a (legd) definition.
There are no formd requirements for setting up a church; unless in violation with the law, the churches
regulate themsdves. Depending on the regulation of the particular church itself, a congregation can be an
independent church or an independent part of it. The Civil Code nor any other legd act regulates the
interna structure of churches. The Civil Code dates that churches, as well as their independent units and
bodiesinwhichthey are united, havelegd persondity (art. 2.2 BW). The church decidesinitsown Statutes
what its independent bodies are; a hospital or school governed by the church and regulated in the church
satutes is such an independent part. Apart from this, there are many schools and hospitals maintained by
associations and foundations with areligious basis, but they are not formaly part of a church.
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Because the Civil Code does not providefor forma or materid rulesfor churches, areligiousgroup
may be in doubt about its legd persondity. Therefore many new churches (rdigious groups) prefer to be
established as an association or foundation. They are then subject to the law of these types of legd forms.

Also in public law, churches have no specia status, except that they are not submitted to the law
on equa treatment regarding their internd organization. In labour law a dispute exists regarding the status
of the clergy asemployees. Some churchestake the view that, because the congregation isnot hierarchical
higher thanitsminigter, he or she cannot be consdered an employee. In case of sdf-employment thechurch
has no obligations concerning sdlary-tax, sick funds, social security-funds. Other churchestreat the clergy
as employees asthis givesthem more protection. Sincethe matter has not been put forward to the Supreme
Court, the dispute il exidts.

In adminigrative law, incuding nationa tax law, churches are treated essentidly in the same way
as other not-for-profit organizations. Concerning the loca red edtate tax, the Loca Government Act
makes an exception for red etate that isused for worshipping; the same exception ismade for red etate
that is used for nature reserves and for public uses. Land and dwellings dedicated to these purposes are
exempt from red edtate tax.

Hybrid and borderline cases

The legd types of association, foundation and church are dl clearly of a nonprofit nature. Some
organizations are or may be aso nonprofit, but have a different legd form than the three main types. We
briefly describe these organizations, which include cooperatives, mutudities and public law ingtitutions.

Cooperatives and mutual societies. Cooperative societies and mutual societies can be seen asborderline
cases between for-profit and nonprofit organizations. The regulation of cooperativesin civil law isin many
ways the same as that of associations. The am of cooperativesis not to make profits, but to diminish the
costs of the economic activities of its members. Cooperatives may have an (unintentiond) operationd
surplus, but that surplusis plowed back into the organization by reducing the contributions of itsmembers.
Thus, grictly speaking, cooperatives do distribute profits, if they generated any. Since cooperatives seek
not to make profits, they can be cons dered as nonprofit organizations. Because of the close economiclinks
between the cooperatives and its members, the tax law on cooperatives has a complicated structure that
respects the specid position between nonprofit organizations in genera and for-profit companies.

The purpose of mutua societiesisto spread risksamong itsmembers. Membership isautomaticaly
linked with insurance contracts with the society. Mutua societies have along hitory that started with
unemployment and buria funds between members of guilds. Nowadaysthere are only afew societies|eft,
and they are increasngly indistinguishable from for-profit insurance companies. Ther tax trestment is
comparable to that of cooperatives.

Public law institutions. Some public law inditutions may be confused with private nonprofit organizations.
Public law organizations perform a wide range of activities. The group includes bodies like provinces,
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municipdities, district water boards, public or state colleges and universities, but aso industry boards,
product boards, and some organizations that have been given specific tasksin the adminigration of socid
and hedlth security arrangements, such as the Socid Security Bank and the Hedth Insurance Funds
Council. Also the Socioeconomic Council we discussed in the historica section isapublic law ingtitution.
The confusion may occur for the product and industry boards, and the organi zations equipped with specific
tasks. These organizations belong to the corporatist structures that were set up shortly after World War
I1. Mogt of them are jointly managed by representatives of labour unions and employers  organizations,
whilein others government aso gppoints board members. From alegd perspectivethese organizationsare
organizations of public law, despitethe considerable privateinput. Although they have public competences,
they are not a part of the governmenta apparatus.

Defining the Dutch Nonprofit Sector

Under the gructurd/operational definition of the Comparative Nonprofit Sector Project
organizetions must meet five criteria to be considered part of the nonprofit sector. To be included
organizations need to be (1) organized, i.e. indtitutiondized to some extent; (2) private, that isingtitutiondly
apart from government; (3) self-governing; (4) non-profit-digtributing; and (5) voluntary, i.e. involving some
meaningful degree of voluntary participation.

Organized

The firg criterion of the structura/operationd definition, which requires that organizations have
some kind of inditutiond redlity, gpplies to the vast mgority of Dutch nonprofit organizations. Naturaly,
the legd form of association or foundation itself guarantees somekind of indtitutiona structure for nonprofit
organizations. Thisisnot to say that there are not any informal, ad hoc and/or temporary groups in the
Netherlands, but these are amdll in number and small in activities. The excluson of these groups under the
comparaive definition will hardly affect the income and employment estimates of the Dutch nonprofit
sector.

Private

The second criterion stipulates that organizations need to be private and ingtitutionaly apart from
government. Since most nonprofitsin the Netherlands are either associations or foundations, thelegdl entity
itself separates them from government. Public contributions do not diminish the private character of
organizations, even if the organizations are fully financed by public funds and distribute 'public goods.

However, not al foundations are truly and completely private. Some private bodies have been set
up by government to perform specific tasks, for example the Centra Bureau of Driving Proficiency (CBR)
and the World Radio Broadcasting Service (Wereldomroep). The main task of the bureau is to test the
skills of candidate drivers. It isthe sole agency that hasthe power to grant or to deny driver’ slicences. De
Wereldomroep is especidly known for its radio broadcasts geared towards Dutchmen staying abroad
permanently or temporary as tourists. Smply the fact that these organizations have been set up by
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government isnot sufficient to labe them as government foundations. What isimportant, ishow autonomous
these foundations are. The management boards are theoreticaly independent, but in practice the autonomy
varies across government foundation. We consider foundationsto be government foundationswhen at least
haf the board is appointed by government (Munneke, 1983, val. 11, 5-6). Government foundationswill be
excluded from our definition of the Dutch nonprofit sector.

Nonpr ofit-disributing

The nonprofit criterion is self-evident snce most organisations in the nonprofit sector have alegd
base as foundations and associations. Thelega base of theselegd types does not dlow the distribution of
profitsto their members, founders or governors. Instead, any operationa surplus needsto be retained and
dedi cated to the purpose of the organization. The non-distribution constraint only gppliesto the distribution
of profitsthat are made by the organization itself. The foundation form is, however, dso used by penson
funds, for which the law makes an exception regarding the digtribution condraint. The foundation form is
aso used by adminigration and trust offices. In these cases the foundations pay the profits fallen on the
shares, which they adminigter, to their dlients. These types of foundations are accepted as not bresking the
nonprofit distribution congraint, because the am of these organizations is not to distribute profits, but to
adminiger the sharesin the interest of their clients. Thus, these organizations operate within the Dutch law
on foundations. Nevertheless, we find that these organizations fail to meet the nonprofit-distributing
congraint of the comparative definition. The same gppliesto cooperatieves an mutud societies. Sinceone
could argue that cooperatives and mutual societies do didribute profits, if they generated any, these
organizations do not meet the nonprofit-distributing criterion.

Sdf-governing

The sdf-governing criterion dipulates that the nonprofit organizations need to have their own
internal governance procedures and ameaningful degree of autonomy. The slf-governing criterion may be
problematic in anumber of cases. An example will illugrate this point. The delivery of education islargely
in private hands, but financed by public resources. With the financid flows to the private nonprofit
organizations comes an extendve st of regulations, congrants, directives, that limit their autonomy.

There are extensve sets of regulationsto which private schools have to conform regarding matters
like the number, credentials and salaries of teachers, the construction and maintenance of buildings.’® The
date finances private schoals, but the government checks whether the school's budgets were spent for the
proper purposes. From 1996 onwards, however, private schools have morefinancia freedom asfrom that
moment on lump sum financing goplies to them.

13 This paragraph islargely based on Aquina (1988: 97), Janssen (1995: 68) and Kreuzen
(1995: 68-75).
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With regard to cuuriculum and personnel, private schools have considerable freedom. In choosing
new gaff members private schools can use criteria like religion and lifestyle. There is, however, an
important congraint in hiring new personnd. If available, private schools mugt hire teachers who have lost
their jobs at other schools, even if they were previoudy employed on apublic schoal, aprivate school of
another denomination, and if they adhere adifferent religion. The reason for thisisthat teachers who have
lost their jobsreceive abenefit from the Ministry of Education that wantsto end the benefitswhen possible.

In educationd matters, (private) primary schools enjoy more freedom than (private) secondary
schools. Primary schools are only tied to some attainment targets that leave them the freedom to choose
teaching methods, materials and subjects. Secondary schools are free to choose the text books and
programme in preparing their pupilsfor the find examinations. Unlike primary schools, they are not freein
choosing the amount of hourstaught per subject. The government keeps an eye on the quality of education
by setting the final examinations, and through the inspectorate.

Despite the limited autonomy of the private nonprofit organizations in the area of education, we
grongly favour their incluson in the nonprofit sector. What we have hereisaclear example of acollectively
financed service (education) that isactudly delivered by private nonprofit organizations. Aswe have seen
ealier, the callective financing of privately supplied services is amgor theme in the rdation between the
date and the nonprofit organizations. The scheme of public financing and private delivery not only gpplies
to education, but also to many other fieldsincluding hedth care and welfare!* The organizationsin these
fields form the core of nonprofit agencies in the Netherlands. They, and the way of financing, have been
the result of the interplay between the private initiaives and the government since a least the end of the
nineteenth century. From an andytica point of view, the development of these nonprofits as well asthe
interplay with the state belongs to the more interesting themes of the project.

Another point that may support their inclusion under the sructurd/operationd definitionisthe nature
of the relation between the private nonprofits and the government. We are not dedling with organizations
that passvely undergo the directives from government. There is a two-way rdationship. The nonprofit
organizations are joined in umbrella-organizations, which have at least consultative powers. Mgor sets of
regulations are designed after extendve consultationswith the representatives from the variousfidds. Thus,
the nonprofit organizations even had an influence on the government regulations that condrain their very
own autonomy. The actud influence of the umbrella-organizations generdly exceeds thair formd advisory
competency because the government needs their authority and adminigirative cooperation for an effective
implementation of public policies.

141t should be kept in mind that there are considerable differences in statutory and
financial arrangements between these sectors. Whereas the nonprofits in the
educational sector can refer to an article in the Dutch constitution about the freedom
of education and the equal financial treatment of public and private schools, nonprofits
inthe fields of health and social welfare work can only appeal to ageneral preference
of subsidiarity, and appear to be more dependent on things like professional autonomy,
negotiations with insurance companies, and private contributions.
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Further support for the incluson can be found in the decreasing levels of government condraints.
The last few years have shown a trend towards more autonomy, a least more financial autonomy, which
islikely to continue. For example, the autonomy of private schoolsin financia matters has increased and
will probably increase further (Janssen, 1995: 68; Kreuzen 1995: 74).

Voluntary

Problems may dso occur in finding a ‘“meaningful voluntary input’, the fifth criterion of the
structural/operational definition. The nonprofit sector in the Netherlandsishighly professiondised. In many
nonprofit organizationsvoluntary input may only befound a theboard levd. Even at that level voluntariness
is sometimes disputable since in some nonprofit organisations board members are representatives of other
organisations for whom representation is an integrd part of their job.

I ndetermining the gpplicability of the voluntary criterion, we focusthe attention on the voluntariness
of membership and (financid) contributions to the organization. For instance, the organizations that
adminigter theworker’ sinsurance programmes are private nonprofit bodies (trade associ ations). However,
they do not meet the voluntary criterion. The boards of these trade associations consist of representatives
of labour unions and employers organizations, for which we may question the voluntariness. Moreover,
the contributionsto the programmes are far from voluntarily: al workers are obliged to pay insurance fees,
which their employers, who are dso obliged to pay fees, deduct from their gross income.

From the above, we can conclude that the comparative definition applies rather well to the Dutch
gtuaion. The definition includes most organizations we think most people in the Netherlands would
associate with the nonprofit sector. The structura/operationd definition excludes private organizations
activein thefidd of socia and hedlth insurance programmes. Since the contributionsto these organizations
are lawfully required, they do not meet the criterion of voluntary donations. Some would be inclined to
consider these organizations to be a part of the nonprofit sector. However, the socia security ingdtitutions
were set up by law and are basicdly corporatist structures. The board members come from employer
organisations, labour unions and occasiondly government. The direct role of government seemslimited: it
fixes the premium rates. In practice, however, its role is larger Snce government can change the rules of
the programmes. Therefore, the socid security agencies, dthough inditutionaly gpart from government,
could also be consdered a part of government.

To round off this definitiona section, Figure 2 relates the structural/operationa concept of de

nonprofit sector to the three most relevant dual conceptsthat are used in the Netherlands to depict (parts
of) the nonprofit sector, and that were presented in the introduction of this paper.
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Figure 2: The nonprofit sector in major divisons of the Dutch economy

focus nonprofit sector

finencid collective private
employment | quaternary market
legal public private

The nonprofit sector according to the Comparative Nonprofit Sector Project is part of the Dutch
quaternary sector (the other part is government), part of the (legd) private sector (the other part is for-
profit), and it crosses the border between the collective sector (asfar astax and socia premium money is
spent) and the (financid) private sector (for the part it receives contributions from individuds, payments
from private insurances, gifts, etc.).

The Nonprofit Sector and Dutch Society

The Dutch nonprofit sector as defined under the structural/operationd definition is quite sizable.
Although we are assembling more precise data on the Sze of the Dutch nonprofit sector, we can provide
arough estimate from employment data.™® In 1993 about one out of seven wage earners was employed
in private nonprofit agencies providing services in education, hedlth care and welfare work. If we include
employment in the other areas such as recreation, housing, advocacy, and rdligion, for which the datais a
this point less solid, we will find with that one out of every six jobsis found in the nonprofit sector. Thus,
the Dutch nonprofit sector provides gainful employment to about sixteen percent of theworking population.

Further evidence on the relatively large size of the Dutch nonprofit sector is provided by Van
Heemst (1993) who made afirst attempt to measure the Size of the nonprofit sector in the nationd accounts
for the year 1985. Although the definition of the nonprofit sector in his sudy is not entirdly the same asin
the comparative project, the overlap is large enough to make the results interesting. According to Van
Heemga the nonprofit sector had a share of about 10% in nationa income in 1985. Due to the different
indicators, employment versusincome, we cannot Smply assume that the share of the nonprofit sector has
risen from 10% to 16% between 1985 and 1993. The gap between the employment and the val ue added
ratio may be explained by the labour intensve nature that nonprofit activities are generaly have. We can
only tell whether the Dutch nonprofit sector hasgrowninthelast yearswhen we have a |least two estimates
comparable in concept, coverage and methodol ogy.

15 The presented figures are provisional and should be treated as such. They are based
on theyearly investigation into employment by the Statistical Office (CBS, 1993) and
several industry studies by the same agency. The distribution of labour between
government, for-profit business and private nonprofit agencies was made by using
some not fully tested assumptions and making a few ‘ educated guesses .
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Inany case, the Sze of the Dutch nonprofit sector will bereatively highin comparisonto the Phase
| countries. The average share of nonprofit employment was in 1990 about 4% in the seven Phase |
countries. The shareranged from 1% in Hungary to, 2% in Itay, 3% in Sweden and Japan, 4% in France,
the United Kingdom and Germany, and 7% in the USA (Sdamon and Anheier, 1994: 32). The rdatively
large size of the Dutch nonprofit sector is, without doubt, a reflection of its history and specific
characteristics. Where else have the private nonprofit organizations such a large ‘market share’ in the
educational, hedlth care and welfare work services asin the Netherlands?

Shiftsin the market of facilities

Since the mid 1970sthe ‘ reform of the welfare state’ has been an ongoing process. After years of
heated politicd and ideologicd discussons, anumber of mgor reorgani zation operationswas set up inthe
early 1980s. The operationswere directed towards cutbacksin public expenditure, dimming-down of the
avil service, territoria and functional decentrdization, privatization, and deregulaion. Although the
operations wereterminated as specia politica projectsat the end of the decade, lower profilereformswith
gmilar ams have continued in the 1990s. The operations have had various consequences for nonprofit
organizations. For the present sate of the nonprofit sector, privatization might have had the grestest impact.

The privatization movement of the 1980s has been amixed blessing for the nonprofit sector in the
Netherlands. The strong variant of privatization involves the shedding of collective sector activitieswithout
concernfor their continuity in private hands, while weaker formsinclude movestowards grester autonomy
for collective sector organizations and the strengthening of the ‘user pays principle. Both forms can be
found in the socid and culturd policy fields, and have affected the position of nonprofits (SCP, 1989). On
the one hand, they have experienced a reduction of direct government interference and a growth of
independence. In these cases, privatization hasbasically meant functiona decentraization and deregulation.
On the other hand, they have lost tasks and resources, and have been forced to accept commercia
newcomersintheir fidlds These harsher varieties of privatization and commercidization haveled to gloomy
expectations of the outcomes of the ‘two-fronts war’ of the nonprofit sector against an ambiguous
government and a‘ moving on market’ .1°

However, in the second hdf of the 1990s the concluson may be drawn that these expectations
have in generd not become aredity. The overdl result of privatization for the nonprofit sector has not so
much been aloss of ‘market share’ as well a successful incorporation of ways of the market into the
behaviour of its organizations. In afew years a terminology of entrepreneurship, marketing and market
niches has become quite popular among the offspring of old pillarized private initiatives. An important
dimulusin this culture shift has been the growth of new service providers at the fringe of the public sector
asaresult of functional decentralization. Without the burden of the ideologica heritage of the old private
initiatives, these new organizations define their environment in terms of markets and clients, and ther

16 This metaphor was used by the editor of a book with the menacing title “Private
initiative jammed: mangled between politics and business’ (Van Mierlo, 1989).
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managers expect sdaries and result-dependent rewards similar to those of their colleaguesin thefor-profit
business sector. A huge reorganization of thiskind was the ‘tripartization’ of the employment services at
the end of the 1980s (SCP 1989: 85-87; SCP 1997: 128-132). The Directorate-general for manpower
was removed from the Ministry of Socid Affairs and transformed into an independent public body. This
body got a tripartite management board at national level conssting of representatives from the centra
organizations of employers and employees and of representatives of the ministries most closdy involved
in the functioning of the labour market. At regiona level, twenty-eight tripartite management bodies were
set up, with representatives of the municipdities on the government sets, to control regiond training centres
and local employment services. An evauation of this reorganization in the mid 1990's showed severe
shortcomings in performance and adminigtrative deficiencies. It was proposed that the representatives of
government and of employer and employee organizationsin the centra management board be replaced by
board members who were at greater distance from and more independent of the three parties. This
recommendation has partly been adopted: the government representatives have made way for independent
Crown-appointed members. This might be considered a step from a para-government to a nonprofit
organization. However, for lack of any ‘meaningful voluntary input’, the employment services do ill not
goply for the nonprofit label accvording to the structura/operationd definition.

Other examples of transfers of government activities to non-profit private or a least non-
governmental agenciesarethe tendency among municipa publiclibrariesto changeinto aprivate legd form,
and the fact that the few remaining municipa socid housng enterprises dl ‘go private', that is merge with
an exiging private housing association or become one itsdf. These developments blur the view on the
privateness of the nonprofit sector. The former government agencies are now private bodies and the
guestionariseswhether we should treat these new private nonprofitsin the sameway asthe once voluntary
established private agencies, and condder them as a pat of the nonprofit sector under the
structural/operationd definition. Fortunatdly, thisquestion isrelevant for only afew fiddsof nonprofit action
in 1995, but its relevance will increase in the years ahead as once government and now private agencies
have penetrated alarger number of aress.

From ‘maatschappdlijk middenveld’ to ‘civil society’?

The rarely trandated term ‘civil society’ has been introduced in the Netherlands in the first haf of the
nineties. The introduction occurred probably somewhat later than in neighbouring countries because there
was dready a strong national vocabulary to discuss the socia and politica significance of the private
nonprofit sector. Therediscovery of the ' civil society’ in Western politicd thinking islinked toitsemergence
as aconcept of opposition among Eastern European dissidents during the 1970s and 1980s. Although the
term derives a greet ded of its glamour fromthis, its positive reception in the Netherlands and dsewhere
inthe West must nevertheless be seen primarily in thelight of domestic concerns about decreasing voluntary
engagement of citizens in matters related to the generd interest, and the bureaucratization and
commercidization of socid life. More positively formulated, the concept became popular in the search for
dternatives to the state and the market as dominant ways of socid regulation. Strengthening of the civil
society could contribute to a deepening and revitdization of politicd democracy, a recovery or
srengthening of socid cohesion, and possibly aso an increase in the effectiveness of government palicy.
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To some extent, and with different emphases, these are themes which aso crop up in discussons
in the Netherlands on what is termed there the ‘societal midfield’. However, for two reasons the civil
society discourse has become more popular. The first reason to prefer the English term is that it is
ideologicdly neutra in the Dutch context in the sense that it has fewer party-political connotations and is
less associated with vested interests. The ‘societd midfidd’ terminology has adways been strongly
associated with aparticular politica party, namely the Chrigtian Democrats (CDA). Some of its proponents
have recently used the term civil society as a neutra subgtitute for the ideologicaly charged term. The
second reason for its popularity is that, dthough the new term il has variety of meanings, it redirectsthe
discussion about nonprofit organizations from administrative issues back to socia phenomena of genera
interest. The debates no longer centre on the old intermediary functions of the organizations between the
citizen and the gtate, but on the * horizonta’ relationships between citizens— cf. discussions about * socid
capitd’ and ‘socid trus’ — and on the contributions of organizations in the advancement of public
discourse and the maintenance of the ‘public sphere’ (Dekker and Van den Broek, 1997). The shift in
public interest from ‘societd midfidd’ to civil society is particularly of concern to interest and advocacy
organizations. Above these, volunteering and (local) voluntary organizations for sports and recrestion,
community development, leisure activities for disadvantaged groups etc. draw more interest than before.
However, the economic centres of gravity of the Dutch nonprofit sector (education, health care, socia
sarvices) receive less atention than before.

The conclusion of this section can be that the nonprofit sector isavery important part of the Dutch
economy, but that its significance is not recognized in these terms. Until now, we have good higtorical
reasons and sufficient organizationd features to distinguish the old private nonprofits from the new
independent public bodies, PGOs (para-government organi zations) and quangos (quasi-autonomous non-
government organizations) that have been established by government. However, if reorganizations and
privatizations continue in the directions set out in the 1980sand 1990s, it will become harder to recognize
the ‘true’ private character the Dutch nonprofit sector. Further mergers and ongoing processes of
professondisation and deconfessondization of the ingtitutions of the old ‘PI’ on the one hand, and
increasing independence of former state agencies on the other, may result in one broad fied of public and
private nonprofitswith primarily sectord differences” Convergence processes are also stimulated by the
preference in policy making for contractud relationships between government and ‘ other organizations,
including output-based financing and strong incentives to adopt specific government gods. In theend, this
development may even erase borders between the profit and the nonprofit sector. Thus, in the next decades
it may become more difficult to draw a line between the public sector and the nonprofit sector according
to the structura/operationd definition.

17 Cf. the conclusion of Aquina (1988: 106) regarding ‘PGOs': “...in the future the form
and extent of PGOs will come to depend more closely on the features of the policy
field in question rather than on the characteristics of the society at large. That is, the
characteristics of individua goods and services may become more important in
determining future ingtitutiona patternsthan any genera ‘ Dutch policy style’ or overal
politica culture.”
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Conclusion

The shape of the Dutch nonprofit sector has been the result of theinterplay between the sateand
the voluntary activities of groups of citizens. For a long time pillarization proved to be the main engine
behind that process, and many private nonprofit organizations came to distribute many services we
associate with the welfare tater education, headlth care and wefare work. The involvement of private
nonprofits in the delivery of welfare state services has had aclear impact on the size of the nonprofit sector.
Under the criteria of the comparative definition, which applied rather well to the Dutch Stuation, the
nonprofit sector in the Netherlands is quite Szeable.

Sadamonand Anheler (1996) discerned four mode s of nonprofit devel opment. The choice between
the models depends on the size of the nonprofit sector and of government expenditureson socid welfare.
Limited government socid welfare spending and alarge nonprofit sector characterize the liberal model.
A smdl nonprofit sector and congderable government spending on socid welfare make up the social
democratic mode. High levels of government socid welfare spending and alarge nonprofit sector are the
typica features of the corporatist model. Findly, low levels of government expenditures and nonprofit
expenditures characterize thestatist model. Applying the gpproach to the case of the Netherlands, wefind
that the Netherlands has devel oped from aliberal model in the nineteenth century to acor poratist model
in the twentieth century. At present, the Dutch nonprofit sector gtill has a very ‘corporatist’ nature.
Consdering the trends towards more direct government involvement and privatization, we may conclude
that the cor poratist model isover its peek and the pendulum is swinging back towards theliberal model.

Besdes the changing adminidrative and financid reationships between government and the
nonprofit sector, we must stress the changing character of the nonprofit sector. Specid attention deserves
the complex relationship between pillarization and the development of the poswar wefare sate. Until the
1960s this was a poditive relationship.

Fillarization provided the organizationa framework for the development of the wdlfare state, and
the *politics of accomodation’ (Lijphart 1968) supplied essentid guiddines for its adminidration, like the
idea of subsdiarity, the acceptance of extensive liberties of action of the pillarized organizations, and the
principle of proportiona representation for the distribution of facilities between the pillars and of benefits
between the respective segments of the population. In thisway, pillarized organizations became agencies
of the welfare state. But the successful liaison with a growing welfare state was not without consegquences
for the functioning and the character of the pillarized indtitutions. As service industries they modernized,
increased in scale and professiondized (cf. SCP 1980: 286-290). The Dutch sociologist Ellemers (1984
143) wrote the following about this process:

“... In paticular the fact that the welfare state, through governmental subsidies, provided

the possihility to organize activitiesin aprofessional way, might have proved detrimenta

to Verauiling. For it meant that no longer volunteers and ‘amateurs would run the

inditutions of Verzuiling, but that increesngly full-time officids and professonds would

bein charge. Moreover, it dso meant that rdigious and ideologica convictions would no

longer be dominant, but rather considerations of means and ends and professona

orientations. These and many other developments contributed to a state of affairsinwhich
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it has become increasingly questionable whether many organizations can be still called
Verauild, or whether they have become secularized extensions of the welfare state which
only in name gtill operate through the system of Verzuiling.”

One and ahaf decadelater, Ellemers concluding question appearsamost rhetorica; in major areas

of care, education and culture the red question for the next decade will be whether it till makes senseto
diginguish formerly pillarized from formerly governmental organizations.
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