
Information Labor 
Market in Balance Act



What is the Labor Market in Balance Act?

With the Labor Market in Balance Act (“Wet arbeidsmarkt in balans” - WAB), 
the Dutch government makes it easier for companies to give employees 
long-term employment and to close the gap between long-term contracts and 
flexible employment. To realize that, the Work and Security Act (“Wet werk en 
zekerheid” - WWZ) is also modified in several places, like the change of the 
chain system, the calculation of the transitional severance pay and the 
introduction of the “cumulative ground for dismissal”.

The main changes at the start of WAB:

• Transitional severance pay - Page 1
• Dismissal law - Page 2
• Chain system - Page 2
• Standby contracts - Page 3
• Social premiums - Page 3
• Payroll basis - Page 4

Transitions severance pay
From the first day 

• Employees have the right to a transition severance pay 
 (compensation) from the first day on, including during their 
 probationary period;

• The accumulation of the transitional severance pay is reduced in  
 the case of prolonged employment;

• There will be an arrangement for small employers to  
 compensate the transitional severance pay if they need to 
 terminate their business due to retirement or illness.

Per January 1, 2020, employees have a right to a transitional severance pay 
from the start of their employment contract, instead of after two years. 

Unlike before, however, the transitional severance pay is a third of the 
monthly salary for each employment year.

That also applies to the service years after ten years, which used to weigh 
more heavily in the calculation. 
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Furthermore, for small employers, an arrangement is proposed to 
compensate the transitional severance pay if they have to end their 
business due to retirement, illness or death. 

Dismissal law
Based on cumulative grounds

Dismissal is possible when there is a accumulation of circumstances, the 
so-called cumulative grounds. At the moment, employers have to fully meet 
1 of 8 dismissal criteria. These cumulative grounds allow judges to allow 
dismissal to proceed when there are several ‘non-complete’ grounds for 
dismissal. There has to be a combination of two or more grounds for 
dismissal (the reasonable grounds for dismissal c through h of article 
7:669 section 3 Civil Code). 

On the other hand, in addition to the transitional severance pay and a 
possible legal compensation, the judge can award additional compensation 
to be made to the employee. That maximum additional compensation is 
half of the transitional severance pay.

Chain system 
3 contracts in 3 years

• The succession of temporary contracts (the chain system) is   
 extended. At the moment, it is possible to issue 3 contracts in 2   
 years, which is changed to 3 contracts in 3 years;

• It will be possible to reduce the interval between a chain of 
 temporary contracts per collective labor agreement in the case of  
 recurring temporary work that can be done for a maximum of 9   
 months per year;

• There will be an exception to the chain system for temporary   
 substitutes in primary education due to illness.
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Standby contracts
Protection for availability

In the Civil Code (article 7:628a section 9), a new definition is included: 
the ‘standby agreement’, which is an agreement whereby:

• No indication is included as to the number of hours per time unit;

• There is no continuous payment obligation.

If there is a standby agreement, the following conditions apply:

• The employer has to call the (flex) worker at least four days in 
 advance. If that is not done in time (in writing or by e-mail), the (flex)  
 worker is not obliged to answer the call. That time frame can be 
 reduced to 24 hours per collective labor agreement. It has not (yet)  
 been included in the ABU collective labor agreement;

• If a call that has been made is withdrawn within four days, the (flex)  
 worker is still entitled to payment over the period for which he had  
 been called;

• Once the standby agreement has lasted a year, the employer has to  
 offer the (flex) worker a labor agreement in writing or by e-mail for  
 the average number of hours he has worked in the past year. 
 As long as the employer fails to make such an offer, the (flex) worker  
 is entitled to payment for the number of hours. 

Social premiums
Difference in premium between permanent and flex

To make it more attractive to employers to give people long-term contracts, 
there is now a differentiation in terms of unemployment premiums between 
long-term and temporary contracts. A lower contribution for long-term (with 
a unequivocally recorded number of working hours) and a higher 
contribution for temporary contracts.

The nature of the employment contract also is visible on the pay slip. 
The higher percentage of the unemployment premium is set at five 
percentage points above the lower percentage. 
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The main rule is that the lower premium applies to employees with a 
written long-term employment contract, provided it is not a standby contract. 
The higher percentage applies to all other contracts. 
The higher percentage can be applied retrospectively if: 

• The long-term contract is terminated within five months after the start  
 of the employment. This applies regardless of whether it is the 
 employer or the employee who terminates the contract.

• An employer has worked 30% more hours than agreed within a   
 calendar year (applies only to contracts with fewer than 35 working  
 hours per week).

• An employer becomes unemployed or loses working hours within 
 one year after the start of the employment and has to apply for 
 unemployment benefits.

Payroll basis
The same employment conditions

Employees who work on a payroll basis, i.e. employees that have been 
recruited by the hiring company itself, are given the same employment 
conditions as employees who work in the employment of the hiring company, 
with the exception of their pensions, for which there will be a separate 
arrangement per January 1, 2021. In 2020, StiPP (Pension fund for the 
temporary employment sector) remains leading for the payroll employees, 
while the pension arrangement for flex workers with a secondment 
provision remains unchanged. 

When are we talking about payrolling or secondment?

Payrolling

The employment arrangement between the employer and the third party did 
not come about within the framework of bringing together supply and demand 
on the labor market “No allocation function”. 

And

The employer can only place the employee elsewhere with the permission 
of the third party “exclusive assignment”.
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Secondment

Secondment occurs when the employer has taken part in bringing together 
supply and demand on the labor market “allocation function”.

Or

There are no exclusive assignments, meaning that the employer does not 
have to obtain permission to place the employee elsewhere.

In short, there are two important elements: the allocation function and the 
exclusivity. When an employee is not allocated by the employer, but by the 
hiring party itself and his services are provided exclusively to the hiring 
party, that means it is payrolling and not secondment

How will this affect flex workers?

It won’t, except for some things that will change for all employees. 
For example the transitional severance pay that will apply from day 
one instead of after two years.

What is the allocation function?

What is meant by allocation is that the agreement between the hiring party 
and the employer has taken place within the framework of bringing together 
supply and demand on the labor market. When there is an allocation function, 
the employer has played an active role in bringing together supply and 
demand of (temporary) employment. Characteristics allocation function:

• Recruitment and selection don by employer (for instance by placing  
 an ad, actively approaching potential candidates and hiring 
 companies);

• No or hardly any involvement on the part of the hiring party in the  
 selection process (meaning that the hiring party did not perform the  
 allocation function itself);

• The (flex) worker was not hired by the hiring party before 
 (revolving door construction);

• Responding to temporary in demand in the case of peak 
 moments and illness;

• Structuring the employer’s organization, for instance intermediaries 
 or job sites.
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What are exclusive assignments?

In the case of exclusive assignments, the legal employer can only assign the 
(flex) worker to one hiring party and not others without permission from the 
third party. Characteristics exclusive assignments:

• There are agreements regarding exclusivity between the legal 
 employer and the hiring party (not in writing or in writing, in the 
 case of an exclusivity condition);

• The (flex) worker has been told they can only for at the hiring party 
 in question;

• The duration of the assignment (for a longer period at the same 
 hiring party);

• The (flex) worker has to make practical arrangements with the hiring  
 party in relation to labor conditions like vacations;

• Thee hiring party plays a role in human resource department, 
 for instance in the form of progress reports.

6



What does the WAB mean for the collaboration 
between UBN and direct payrollers without 
intermediaries?

A lot. In the case of payrolling, UBN does not play an active role in bringing 
together supply and demand on the labor market. The employees involved 
have not been allocated, because the hiring company recruited them itself 
and, in almost all cases, hires them on the basis of exclusivity. 

As such, the new legislation does affect our existing payrolling services.

These (flex) workers are designated in the new legislation as payroll 
employees, which means that they are entitled to the same conditions as 
the hiring company’s own employees. 

In addition, the standard chain system for contracts has to be applied. 

What is the consequence of the difference between 
payrolling and secondment?

The WAB is designed to close the gap between flex work and regular 
employment. One of the measures is that payroll employees have to be 
treated the same as fixed employees. The facilities mentioned above that 
apply to secondment agreements do not apply to payroll agreements. 

It entitles payroll employees to at least the same employment conditions 
as the employees of the payroll employer in the same or similar jobs. 

In short, the regular contract chain system (3x3) applies to a payroll 
agreement, as do the same employment conditions that apply to the 
employer’s regular employees. 

With regard to the secondment agreement, based on Article 7:691 of the 
Dutch Civil Code and the applicable ABU or NBBU collective labor agreement, 
there are a number of difference in comparison to the regular employment 
legislation. 
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How does the WAB affect the collaboration between 
UBN and its customers?

UBN plays an active role in bringing together supply and demand on the job 
market. It will continue to do so. With the exception of a number of payroll 
employees, almost all of our flex workers have been allocated, which 
means that the hiring company was not or hardly involved in the 
recruitment process and there is no exclusivity. 

Of course, we will streamline our existing services with our (future) customers 
in accordance with the new legislation. A number of stipulations, including 
the transitional severance pay and the unemployment contribution, will 
increase costs. 

Secondment Payroll

Flexibility Phasing in accordance with 
ABU or NBBU collective labor 
agreement

Normal chain system 
applies

Application secondment 
condition

A maximum of the first 78 
working weeks (phase A or 
phase 1/2)

No

Exclusion obligation to 
keep paying wages

First 12 months at the most 6 months at the most 
(unless collective labor 
agreement hiring 
companies is different)

Payment/employment 
conditions

Hiring company’s fee ABU, 
which deviate from the 
Waadi. For example 
vacation days, bonus month, 
gross compensations are not 
part of the minimum legal 
payment of the temporary 
worker

Waadi applies. That 
means that (except 
pensions) the same 
primary and secondary 
employment conditions 
apply that also apply to 
the employer’s regular 
employees. So including 
a bonus month, gross 
compensation, vacation 
days become part of the 
payment

Pension StiPP Own arrangement per 
January 1, 2021. StiPP 
remains in force throug-
hout 2020

Funds collective labor 
agreements

SFU Sector
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