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Pursuant to the guide “Doing Business in the Netherlands 2018” of the Dutch tax firm PwC there are 
many advantages of doing business in the Netherlands, such as a pro-business climate, its strategic 
location, attractive tax system, a highly educated multilingual workforce and superior infrastructure.  
 

                           

 

The Netherlands is internationally renowned for its high-quality labour market. According to PwC, Dutch 
employees are generally flexible and have an excellent work ethic. But what are the issues to consider 
when employing people in the Netherlands from a labour law perspective?  
 

1. Dutch law is almost always applicable  

Also if parties explicitly agree that foreign law governs the employment agreement, mandatory 
provisions of Dutch law will always remain applicable if the employee is (normally) working in the 
Netherlands.  

 

2. The Netherlands have very strict dismissal laws  

The Netherlands is the only country within Europe with a preventive dismissal assessment. This means 
that the employer is not allowed to unilaterally terminate the employment agreement without 
permission of the Dutch employment benefits agency UWV or by means of the Dutch cantonal courts. 
Only in the event of a very urgent cause, the employer may dismiss the employee with immediate effect 
without any prior assessment. In all other circumstances, the employer needs a “reasonable ground”. 
These reasonable grounds are exhaustively listed in the law and cannot be combined.  

 

3. The employee is entitled to his salary during the first 2 years of illness 

Dutch law provides that during the first 104 weeks of illness (or disability to work) the employee is 
entitled to at least 70% of his salary. The employer may take out a sick leave insurance to ease the 
financial suffering. The employee is not entitled to any wages if the illness has been caused deliberately 
or if the employee does not cooperate to his reintegration or recovery.  
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4. Non-compete clauses are fairly common in Dutch employment agreements  

It is perfectly legal to include a non-compete clause in an employment agreement for an indefinite 
period of time. Many employees however seem to believe that such clause can be violated without any 
consequences. This is not the case. Both parties may request the court however to either enforce or to 
nullify the non-compete clause stating that its interests outweighs the interests of the other party. In 
view of enforcement it is in any event recommendable to accompany the non-compete clause with a 
penalty clause. Including a non-compete in a fixed employment agreement is in principle not allowed.  

 

5. Wage tax may be as high as 52% 

The Netherlands taxes it residents on their worldwide income. Non-residents are subject to tax only on 
income derived from specific sources in the Netherlands, such as employment, immovable property 
and business income. Wage tax will be withheld from the salary of an employee on a Dutch payroll. In 
principle, all benefits in kind, such as bonuses, stock options and housing allowance, are considered 
taxable income. The wage tax rates are progressive and can amount up to 52% maximum.  
 

6. The Dutch have a very direct communication style 

Most Dutch organizations have a very flat structure. When people meet each other for the first time in 
the Netherlands they would start off by shaking hands. Dutch employees are considered to be very 
direct in conversation. This might be interpreted as rudeness yet the Dutch normally don’t realize that 
others might feel offended. Transparency in communication is believed to be key.  

 

7. Trade unions do exist  

Trade union membership is generally low in the Netherlands. Existing trade unions have a moderate 
character but may play an important role in the formation of a Collective Labour Agreement, strikes 
and collective dismissals. In the event of a collective dismissal (of 20 employees or more) the employer 
is obligated to inform the trade unions of its intention thereto. Although this is not mandatory 
employers may negotiate the contents of a social plan for its employees with the unions as well.  
 

8. Employee representation is important 

The main channel for employee representation within the organization of the employer is through the 
works council. Pursuant to Works Councils Act (Wet op de ondernemingsraden) every company with at 
least 50 employees must have a works council. The works council must be requested its advice on 
substantial intended decisions about, inter alia, transfer of control, investments, restructuring and a 
change in the activity of the company. Furthermore the consent of the works council is required for the 
establishment, amendment or the cancellation of regulations relating to – amongst others – working 
hours, employee appraisals, pension schemes and data protection. In case the company breaches one 
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of these rights, there may be far-reaching consequences (such as the court undermining the initiated 
proceedings).  

 

9. Immigration  

The residency status and nationality will dictate for foreign employees whether they need a Dutch work 
permit. EEA and Swiss nationals are fee to work in the Netherlands without a work permit however. 
Highly educated employees who will contribute to the knowledge-based economy may be exempted 
from applying for a work permit as well.  
 

10. Government plans will impact Dutch employment law 

In October 2017 a new Dutch government was formed. The objectives of the new government are that 
there will be more permanent employment agreements and less flexible employment agreements and 
that pseud self-employment will be approached. In its Governing Agreement “Confidence in the future” 
several plans of the new government are outlined which impact the current dismissal laws, the statutory 
transition payment and the rules regarding the chain of successive employment agreements. It is not 
likely however that these changes will enter into force before 1 January 2020.  
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