
Diagnosis & reforms of European pension systems
Case: The Netherlands

Janwillem Bouma, Chairman of PensionsEurope

FIAP International Seminar, 28 October 2021, Madrid



About PensionsEurope



Leading European voice for pensions

24 member associations

▪ 18 EU Member States (AT, BE, BG, DE, 
GR, ES, FI, FR, HU, HR, IE, IT, LU, NL, PT, 
RO, SE,)

▪ non-EU (CH, IS, NO, UK) 

Our Members manage pension assets of 
over € 5 trn for more than  110 million 
Europeans 

Who do we represent
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European Commission
DGs FISMA, EMPL, ECFIN, and 

TAXUD

European
Parliament 

ECON, EMPL and IMCO 
Committees

Council (ECOFIN, EPSCO)

European Council
Member States   

EIOPA and OPSG 

Social partners
Group of 9

What do we do?

Global level
World Pension Alliance

OECD
Private pensions Working 

Group

ESMA

ECB, ESRB (BIS, FSB…)

EFRAG



The Netherlands



Multi-pillar pension 
provision 

➢ First pillar; public pension at minimumlevel based on legal residence in the 
Netherlands; no link to past career; payments only linked to length of legal 
residence and marital status, for the rest equal;
➢ Result: figures of elderly at risk of poverty or social exclusion, very low

➢ Second pillar; occupational pensions provided by pension funds and sometimes 
insurers; pensions depend on premiums paid over career and are therefore linked to 
past salaries;
➢ Result: average replacement rate in the Netherlands, very high;
➢ Occupational pensions are compulsory for a large majority of workers, but not easily accessible 

for the self-employed and others in non-traditional work contracts

➢Third pillar; individual pensions provided by insurers

➢ Issue at stake: modernization of pension contracts in second pillar
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Relative position(1)

➢ The Netherlands is one of the three best systems according to 
the Global Pension Index 2021

➢ It is noted that it is currently ongoing significant reform 

➢It will continue to provide very good benefits, combining 
excellent coverage with a significant level of assets (‘€ 1.7 
trn’(2)) set aside for the future and receives high scores in every 
sub-index
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(1) Mercer CFA Institute Global Pension Index 2020/2021
(2) Financial position of Dutch pension funds improved in second quarter of 2021 (DNB), 20210802



The case for change

➢People living longer

➢Nr of young people paying contributions continuously declining

➢A lot more freelancers who accrue little or no pension in 2nd and 3rd pillar 
depending on 1st pillar state pension

➢Low interest rate forced pension funds to hold high levels of capital to meet 
their current and future obligations

➢Pension funds have not been able to achieve ambition to indexing pensions 
and some funds had to reduce pensions

➢Decline in confidence in the pension system

-->  Modernizing the system making it future proof whilst retaining the strong 
features such as collective risk sharing and mandatory participation
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Under the ‘pension hood’

➢It look likes Defined Benefit, particularly in the decumulation phase, but 
there is no obligation on sponsors to make-up shortages

➢Premium is a stable percentage of earnings paid by employers and 
employees, within tax limits

➢Accrual of pension rights is the same, irrespective of the age at which 
premiums are paid, hence too low for young workers and too high for 
older workers, but ends up fair if you remain within the system until 
retirement; (so-called “doorsneepremie”)

➢Pension rights as well as pensions not indexed and can even be cut

➢Solvency rules are strict; assets valued at matching non-risk long term 
interest rates, beyond which a very low UFR applies
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Social partners choose 
one of the two contracts

Board pension fund needs to accept 
new mandate explicitly

Solidary contract Flexible contract

The Netherlands on 
its way to own DC



Future pension contracts

➢Clear choice for Defined Contribution, no guaranteed result at retirement

➢Premiums kept at a percentage of income independent from age; the 
pension rights accrual will be made actuarially fair

➢Contracts remain collective in terms of risk sharing and investments 

➢Results smoothened to avoid generations with good or bad luck 

➢Compulsory participation remains

➢Investment strategies based on (average) risk-appetite of (the collective 
of) participants; 

➢Decumulation based on expected investment returns, therefore higher 
than risk-free interest rate, but with risk of later corrections
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Advantages/disadvantages

➢Less need for super prudent capital requirements; 
therefore, somewhat cheaper and/or more chance to 
compensate for inflation;

➢Better attuned to a more flexible labour market, with 
less intergenerational risk sharing because of the new 
premium system;

But:

➢Less certainty; less certainty of expected replacement 
rates for workers;
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Transition

13



Complicated transition

➢The biggest issue is the ambition to transfer existing contracts into new 
contracts; this is very different from most structural changes elsewhere

➢Because of the “doorsnee premie”, uncorrected transfers from old to new 
would result in a financial disadvantage for middle-aged workers who 
have paid relatively high premiums for one or two decades, in return for 
relatively low pension rights

➢Very young workers and new entrants to the labour market would profit 
from an uncorrected transfer, because the implicit claim on new 
generations in the existing system disappears

➢How to distribute fairly the expected higher yield over the retired and still 
working participants?

➢Therefore, a balance must be found by the boards of trustees
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The State of Play

➢Draft legislation under preparation

➢Parliamentary treatment in 2022

➢Law planned from 2023 onwards, with

➢Transitional period until end 2026, and

➢Go live 01.01.2027
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Thank you very much!


