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The Netherlands, the “gateway to Europe”, 

is the preferred business location of 

many foreign entrepreneurs. The Port of 

Rotterdam is one of the world’s largest 

seaports, Schiphol Airport ranks among the 

top five European airports and Brainport 

Region Eindhoven is the world’s most 

inventive region.

In this issue we give you information on:

• Forming a company in the Netherlands
• Living and working in Europe
• Entering the Dutch market: 

distribution, agency or franchise
• Hiring employees in the Netherlands

Forming a 
Company in the 
Netherlands
The Netherlands is a perfect business 

location for foreign entrepreneurs (2,000 

subsidiaries in Amsterdam, 140,000 jobs). 

It is the gateway to densely populated 

Western Europe and has a well-developed 

logistic and technical infrastructure. The 

highly skilled, multilingual and flexible 

work force, its favorable tax regulations 

for businesses, its stable political climate 

and its high standard of living make the 

Netherlands the ideal place to start a 

business.

Dutch law is based on the continental 

European civil law tradition and is – the 

Netherlands being a founding member of 

the European Union – highly influenced 

by the laws of the European Union. This 

means that the law is mostly written, but 

one should not underestimate the relevance 

of case law. Since the Dutch Civil Code 

dates from 1992 and is updated frequently 

with new case law, the Netherlands has an 

advanced legal system.

Incorporating a Dutch entity
The most common business entities in the 

Netherlands are the Besloten Vennootschap 

(BV: private company with limited liability) 

and the Naamloze Vennootschap (NV: public 

limited company). Both entities have legal 

personality, issue shares and provide limited 

liability for their shareholders. The main 

difference between NVs and BVs is that a 

BV can only issue registered shares, whereas 

an NV can issue both registered and (freely 

transferable) bearer shares. For this reason, 

only the shares of an NV can be listed 

on a stock exchange. Another important 

difference is the paid-in capital: a BV can 

be incorporated with a paid-in capital of 

only EUR 0.01. The incorporation of an NV 

requires a paid-in capital of EUR 45,000.
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The first step in the incorporation process 

of a BV or NV is to draw up a deed of 

incorporation. The deed of incorporation 

is drawn up by a civil notary and includes 

the (initial) articles of association. The 

(minimum) costs for these deeds are 

approximately EUR 900 – EUR 1,050 

(excluding 21% VAT and dues) for a 

standard entity and depending on the 

number of shareholders. The articles of 

association contain the regulations regarding 

the (internal) organization of the company 

and, among other things, the name and the 

purpose of the company. 

After the execution of the deed of 

incorporation and the fulfilment of 

the abovementioned minimum capital 

requirements, the BV or NV can be 

registered with the Chamber of Commerce. 

This registration finalizes the incorporation 

procedure. Before the incorporation 

procedure is finalized however, a BV or NV 

can already do business independently. In 

that case, the BV or NV has to register with 

the Chamber of Commerce as a “company 

in the process of incorporation”. After the 

incorporation procedure has been finalized, 

the BV or NV will be able to confirm the 

transactions made during the process of 

incorporation. Without that confirmation the 

founders or the first directors appointed in 

the articles of the BV or NV are jointly and 

severally liable for potential damage arising 

from these transactions.

It is recommended to conduct a trade 

name search before the final registration of 

the new BV or NV. Because of intellectual 

property regulations, an earlier registration 

of the same or a similar trade name could 

result in having to change the name of the 

newly established company. This, of course, 

would not be a good start.

Structure of BVs and NVs
BVs and NVs have similar structures. 

However, the rules on BVs are less 

complex and provide more flexibility. 

In this paragraph, the main powers and 

responsibilities of the different bodies within 

a BV or NV will be discussed.

Shareholders and the general meeting of 
shareholders
The shareholders are the owners of 

the company. For that reason all major 

decisions regarding the NV have to be 

taken or approved by the general meeting of 

shareholders (hereinafter: general meeting). 

Major decisions include, for example: 

amendments to the articles of association or 

issuing new shares. Shareholders have the 

right to vote in the general meeting. If they 

own at least 1 percent of the shares, they 

have the right to put items on the agenda of 

the general meeting. Other important rights 

of the general meeting include approving 

or dismissing of the company’s financial 

statements and having the power to appoint 

and dismiss directors of the management 

board.

The articles of a BV may stipulate that a 

body of the company (for instance, the 

general meeting) has the power to bindingly 
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instruct the management board. However, if 

the aforementioned instruction conflicts with 

the interests of the BV, the management 

board may decide otherwise.

Management board
The primary responsibilities of the 

management board of both BV and 

NV are: the proper management of the 

company and the timely and accurate 

drawing up of its financial statements. 

The management board is in charge of 

determining the strategy and the (external) 

representation of the company. In this 

capacity, the management board and its 

individual members are authorized to 

bind the company. To what extent they are 

collectively or individually authorized to 

do so is often specified in the articles of 

association. Therefore, it is recommended 

to verify, prior to a transaction, whether a 

particular member is actually authorized to 

bind the company.

If a member of the management board has a 

conflict of interest with respect to a certain 

transaction, he or she is not allowed to 

participate in the decision-making process. 

In case the entire management board has 

a conflict of interest, the decision has to 

be taken by the general meeting, or, if 

existing, by the supervisory board or the 

non-executive directors, unless otherwise 

stipulated in the articles of association.

Supervisory board and non-executive 
directors
Dutch corporate law is known for its two-tier 

management system wherein supervisory 

directors take seat in a separate body, the 

supervisory board. Although BVs and NVs 

are only obliged in specific cases to install 

a supervisory board, many entities do 

(voluntarily) have one. The supervisory board 

oversees and advises the management board 

independently and actively. The supervisory 

board is usually appointed by the general 

meeting. Nowadays, a BV or NV can also opt 

for a “one-tier board model” consisting of 

only one board (thus no supervisory board) 

with both executive and non-executive 

directors.

Employee representative body
An entrepreneur who has 50 or more 

employees is obliged to establish a works 

council. The employees can participate in 

the decision-making process of the company 

through this works council. According to 

the law it has, depending on the subject at 

issue, the following rights: 1. the right to 

render advice, 2. the right of consent, and 

3. the right of information, consultation and 

initiative.

Financial statements and annual report
Every year, both BV and NV have to disclose 

their financial statements (jaarrekening). 

The financial statements of big and 

medium-sized companies are presented 

to the shareholders in an annual report 

(jaarverslag). Small companies only have to 

present their financial statements; they are 

not obliged to draw up an annual report.

Liability at BV and NV
After finalizing the incorporation, the 

shareholders are only liable for their share 



Antonio Vivaldistraat 6 
1083 HP Amsterdam 
the Netherlands

t  +31 (0)20 301 55 55 
@ info@russell.law 
w www.russell.law

Doing business in the Netherlands
www.startingabusinessnl.com

4

in the company. The managing directors 

are in principle not liable for debts of the 

company. They will only be liable if serious 

negligence by the managing directors has 

been proven. Then, directors may be held 

jointly and severally liable for the damage 

the company suffers. In case of bankruptcy, 

this may also apply to the damage the 

creditors of the company suffer.

Other options
Foreign entrepreneurs can also establish a 

branch office in the Netherlands without 

having to incorporate a Dutch legal entity. 

Or they can enter the Dutch market by 

appointing a distributor, an agent or a 

franchisee.

Other important issues
As a foreign employer in the Netherlands, 

it is important to know that there are many 

legal provisions that protect employees 

both Dutch and foreign. Employees are also 

protected if the company they work for is 

transferred to another country.

Moreover, a foreign entrepreneur might want 

to lease business accommodation in the 

Netherlands. Generally, the lease period is 

five years with an option to renew the lease 

for another term of five years. As this is a 

complex matter, it is not possible to provide 

all the specific legal lease pitfalls within the 

scope of this article.

Conclusion
Although Dutch law can sometimes be far-

reaching, the Netherlands is an appealing 

place to conduct business, particularly with 

a qualified lawyer steering you through the 

rules and regulations of Dutch law.

One stop shop
Russell Advocaten deals with all that 

is needed to set up a company in the 

Netherlands. Please contact:

Guus van Lieshout LL.M.

guus.vanlieshout@russell.nl

Phone +31 20 301 55 55  (www.russell.law 

and www.startingabusinessnl.com)

 

Russell Advocaten is a member of Primerus 

worldwide lawyers. 

 3000+    45+ 
 lawyers countries
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Living and working 
in Europe
Once established in the European Union

(EU) as a foreign entrepreneur, does the 

free movement of labor within the EU work 

for you too? Of course, EU citizens are free 

to live and work in any EU Member State. 

However, non-EU citizens often require a 

residence and work permit to be allowed 

to work in the EU legally. Most residence 

permits are valid in one EU Member State 

only. In this article, we will discuss the 

permits required by entrepreneurs and their 

employees to stay and work in the EU. 

Please keep in mind that as a Dutch law 

firm, we can only advise on European and 

Dutch migration law and on entry of foreign 

nationals to the Netherlands. The same 

goes for migration lawyers in other EU 

Member States. Thus, members of Primerus, 

the International Society of Law Firms, 

are ideally suited to advise non-European 

companies that intend to expand across the 

continent.

EU/European Economic Area 
(EEA) and Swiss nationals
Non-EU/EEA/Swiss nationals
Nationals of EU/EEA Member States and 

Switzerland, as well as their family members 

(regardless of their nationality), in principle,

only need a valid passport to enter and 

reside in any other Member State, provided 

that they do not constitute a danger to 

public order, public security or public 

health, and are able to support themselves. 

To do so, they are free to work in the 

Netherlands. They have lawful residence 

on the basis of the treaties concerned. 

Those who want to stay for more than three 

months must register their domicile with 

the municipal personal records database. 

After five years of continuous stay in another 

Member State, EU/EEA/Swiss nationals can 

apply for a document certifying “permanent 

residence as an EU/EEA/Swiss national”.

Non-EU/EEA/Swiss nationals
Non-EU/EEA/Swiss nationals (in the 

following referred to as “foreigners”) who 

wish to stay in the Netherlands for more 

than three months need a Dutch residence 

permit. In principle, they will also have 

to obtain a Provisional Residence Permit 

(MVV; Machtiging Voorlopig Verblijf) in their 

country of origin before they are allowed to 

enter the Netherlands. The MVV must be 

utilized within six months after the date 

of issue. Nationals of Australia, Canada, 

Japan, Monaco, New Zealand, South Korea, 

the United Kingdom, the United States or 

the Vatican do not need an MVV, but only a 

residence permit.

The Dutch Immigration and Naturalisation 

Service (IND) will assess the application 

for the requested specific purpose of stay 

and verify the documents. If the application 

is rejected, the foreigner can lodge an 
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objection in writing and appeal to the 

Administrative Court.

Purposes of residence
A residence permit is related to a certain 

purpose of stay. There are different 

requirements for each purpose. If foreigners 

wish to reside in the Netherlands for work, 

an employment contract is required. If they 

wish to live with their family, birth and/or 

marriage certificates are required. These 

documents usually need to be authenticated 

or legalized. The means of legalization and 

acceptance of legalized documents varies 

from country to country.

Work-related purposes of stay
The Netherlands has several work-related 

purposes of stay, for example, as:

• Employees

• Highly skilled migrants or EU blue card 

holders

• Intra-corporate transferees or

• Self-employed persons.

Employees
Employers need a work permit to employ 

non-EU/EEA/Swiss nationals. A work permit 

will only be issued if the employer can 

show that he could not find job applicants 

from within the EU/EEA/Switzerland (that 

do not require a work permit either) who 

are qualified for the position, during three 

months. The employer will have to apply for 

the work permit from the Dutch Employee 

Insurance Agency (UWV). Employers who 

employ migrants without a work permit risk

a fine of EUR 24,000 for every migrant for 

each violation.

Highly skilled migrants and EU blue card
There are special streamlined procedures for 

obtaining a permit for highly skilled migrants 

and for an EU blue card. Whether or not 

such residence permits will be granted 

depends on income levels and agreements 

between the IND and the employers. These 

employers assume responsibility that their 

foreign workers meet the applicable specific 

requirements. Employers do not require a 

work permit for highly skilled migrants or EU 

blue card holders.

In order to qualify for this permit, a highly 

skilled migrant should earn a minimum 

gross monthly income of EUR 4,752 (or 

EUR 3,484 if they are under 30 years old). 

Migrants qualify for an EU blue card if 

they earn at least EUR 5,567 per month, 

regardless of age, and they have completed 

a higher education program of at least three 

years. The employer, in turn, has to prove 

that he will be able to pay the wage.

A Dutch EU blue card is not valid as a 

residence or work permit in other EU 

Member States. The only advantage is that 

an EU blue card obtained in one Member 

State may simplify the procedures in another 

EU Member State should the holder of the 

EU blue card move. In that case, an MVV is 

not required for the second application.

Intra-corporate transferee
The only truly European residence permit 

is the residence permit for intra-corporate 



Antonio Vivaldistraat 6 
1083 HP Amsterdam 
the Netherlands

t  +31 (0)20 301 55 55 
@ info@russell.law 
w www.russell.law

Doing business in the Netherlands
www.startingabusinessnl.com

Doing business in the Netherlands
www.startingabusinessnl.com

7

transferees. Foreign managers or key 

personnel at higher professional level, 

who have an employment contract with an 

undertaking established outside the EU 

and who will temporarily be transferred to 

one or more branches of this undertaking 

within one or more Member States in the 

EU, can obtain a residence permit for 

intracorporate transferees. The application 

must be submitted in the Member State 

where the transferee will work and stay most 

of the time, but it will entitle him to work for 

branches in other Member States and stay 

there as well. The main drawback is that 

this permit expires after a maximum of three 

years and cannot be extended.

Self-employed persons 
Self-employed foreigners in the Netherlands 

do not need a work permit (it is only 

required for the persons or companies that 

hire them), but they have to meet strict 

requirements, e.g.:

• The self-employed foreigner’s business 

has to serve an essential Dutch 

(economic) interest by being innovative 

for the Netherlands.

• The foreigner should have the 

qualifications and licenses that are 

required for his or her profession in the   

Netherlands.

The foreigners have to prove by means of a 

business plan and financial data that their 

business will provide them with sufficient 

means of support.

Thanks to bilateral treaties, it is a lot easier 

for American and Japanese citizens to 

obtain a residence permit on a selfemployed 

basis in the Netherlands, provided that they 

do business between their country of origin 

and the Netherlands or develop and lead the 

general business of an American or Japanese 

company in the Netherlands. The business 

of these American and Japanese nationals 

is not required to serve an essential Dutch 

(economic) interest.

Conclusion
Apart from the permit for intra-corporate 

transferees, Dutch residence permits are 

only valid as a residence permit in the 

Netherlands. Even migrants in possession of 

a Dutch EU Blue Card that want to live and 

work in other EU countries are obliged to 

apply for a residence permit (and sometimes 

a work permit) if they move to these 

countries. Non-European companies that 

want to expand their business across Europe 

and bring their own personnel can contact 

any Primerus lawyer to obtain access to a 

complete network of European (migration) 

lawyers covering every EU Member State. 

Together, Primerus lawyers can advise the 

entrepreneur on the specific requirements 

for obtaining a work or residence permit in 

any EU Member State.

For more information, please contact:

Reinier Russell LL.M.

reinier.russell@russell.nl

Priscilla C.X. de Leede LL.M.  

priscilla.deleede@russsell.nl

Phone: +31 20 301 55 55  (www.russell.law)
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Entering the 
Dutch market: 
distribution, 
agency or 
franchise
Introduction
The Netherlands is a perfect business 

location for foreign entrepreneurs. It is 

the gateway to densely populated Western 

Europe and has a well-developed logistic 

and technical infrastructure to do business 

all around Europe. The highly skilled, 

multilingual and flexible work force, the easy 

way to start a business, the favourable tax 

regulations for businesses, a stable political 

climate and a high standard of living makes 

the Netherlands the ideal place to start a 

business (www.startingabusinessnl.com). 

There are three options to start your 

business in the Netherlands:

1. Incorporating a Dutch legal entity

2. Establishing a branch office

3. Appointing a distributor, agent or 

franchisee

1. Incorporating a Dutch legal 
entity
The most common business entities 

in the Netherlands are the “Besloten 

Vennootschap” (“BV”: private company 

with limited liability) and the Naamloze 

Vennootschap (“NV”: public limited 

company). Both entities have legal 

personality, issue shares and provide limited 

liability for their shareholders. The main 

difference between NVs and BVs is that a 

BV can only issue registered shares, whereas 

an NV can issue both registered and (freely 

transferable) bearer shares. For this reason, 

only the shares of an NV can be listed 

on a stock exchange. Another important 

difference is the paid-in capital: a BV can 

be incorporated with a paid-in capital of 

only EUR 0.01. The incorporation of a NV 

requires a paid-in capital of EUR 45,000. 

For more information on incorporating a BV 

or NV the first article in this issue.

2. Establishing a branch office
Although it’s easy to incorporate a 

Dutch entity, it may be easier for foreign 

entrepreneurs to establish a branch office 

in the Netherlands without having to 

incorporate a Dutch legal entity. A branch 

office can also be established as a foreign 

entity. For entities outside the European 

Economic Area (EEA) there are specific 

regulations to meet the levels of Dutch 

corporate law. For example, they need to file 

their annual financial reports (with approval 

of an accountant) and meet minimum 

capital requirements. All branch offices 

have to be registered at the Chamber of 

Commerce.

3. Appointing a distributor, 
agent or franchisee
An important benefit of appointing a 

distributor, agent or franchisee is that you 
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can choose a person or a company in the 

Netherlands that is already familiar with the 

Dutch market. In addition, you can shift part 

of the entrepreneurial risk to another party. 

A downside of these forms of business is 

that you have less direct control.

Here is how to enter the Dutch by appointing 

a distributor, agent or a franchisee:

Distribution agreements
A distributor is a separate entity which 

will buy goods or services from the foreign 

entrepreneur and will sell them at its own 

risk to clients in the Netherlands. The 

distribution agreement as a specific type of 

agreement is not regulated under the Dutch 

Civil Code. Hence, only the general contract 

law provisions applicable to all types of 

agreements apply.

Specific rules for termination are based 

on case law. As a general rule, contracts 

with a duration of two years have a notice 

period of three months. For contracts with a 

duration of two to four years, a notice period 

of eight to twelve months is reasonable. For 

contracts lasting longer than 10 years the 

notice period should be one to two years. 

The distributor must be able to recoup the 

investment made.

Agency agreements
A foreign company can also choose to 

appoint an agent in the Netherlands. This 

agent will mediate between the company 

and possible new clients in the Netherlands. 

The agent will normally receive a 

commission for each new client he gains for 

the entrepreneur. If the entrepreneur agrees 

with the new client, there will be a written 

contract between these parties.

In principle, the agent and the principal 

are free to agree on a notice period for 

terminating the agency agreement. However, 

the Dutch Civil Code stipulates that the 

length of the notice period must be at least 

one month for agreements that have lasted 

less than a year, two months for agreements 

with a duration of less than two years, and 

three months for agreements lasting more 

than two years. Where no notice period has 

been agreed upon, the notice period will 

be four months for a commercial agency 

agreement of no more than three years, five 

months for agreements of more than three 

years and six months for agreements of more 

than six years. Termination of the agency 

agreement can create an obligation for the 

principal to pay a goodwill indemnity to the 

commercial agent.

If either party terminates the agency 

agreement without abiding by the applicable 

notice period, the other party shall be 

entitled to compensation for undue 

termination unless the party terminating the 

agreement is able to show that the failure to 

abide by to the notice period is a result of 

compelling reasons which have immediately 

been communicated to the other party.

Both the principal and the commercial agent 

can request a subdistrict court to dissolve 

the agency agreement due to a compelling 

reason for termination, or as a result of a 
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change in circumstances of such a nature 

that the terminating party cannot reasonably 

be expected to continue the agreement. 

Bankruptcy of the commercial agent or a 

material breach of the agency agreement 

by one of the parties justify an immediate 

dissolution of the agency agreement.

Franchise agreements
Lastly, one can choose a franchise 

agreement with a company based in the 

Netherlands. Under a franchise agreement, 

the Dutch company (franchisee) is allowed 

to use the brand name and brand logo of the 

foreign entrepreneur (franchisor) for selling 

products or goods in the Netherlands. 

In exchange, the franchisor shall receive 

continued compensation (royalties). The 

economic risk of the exploitation lies with 

the Dutch company. Franchise agreements 

are regulated by the Franchise Act, that 

protects the interests of the franchisees.

Franchising agreements typically involve 

the granting of extensive licenses to the 

franchisee to use the brand name, logo and 

business formula of the franchisor. The 

franchisee may be required to follow an 

extensive set of guidelines and conditions 

intended to protect the interests and good 

name of the franchisor. Other characteristic 

features of a franchise agreement are that 

the franchisor makes available expertise, 

takes care of staff training and assists 

the franchisee in exploiting the formula. 

According to the Franchise Act, franchisees 

have a right of consent if the franchise 

formula is changed to their disadvantage.

Generally, upon concluding a franchise 

agreement, the feasibility of a business will 

first be assessed. It has to be checked what 

kind of products the franchisee will have 

to offer, what the market potential is and 

what expenses, turnover and profit are to be 

expected. According to the Franchise Act, 

prior to concluding a franchise agreement, 

franchisors must give the franchisee 

sufficient information, so that he is able to 

have a sufficiently clear picture of what he 

agrees with. Franchisors commonly provide 

a potential franchisee with operational 

forecasts, though this is not mandatory. If 

operational forecasts are given, their content 

must be correct and based on a proper 

market survey. If this is not the case, the 

franchisor may be liable for the damage the 

franchisee suffers as a consequence of the 

improper survey.

There are many different types of franchise. 

The franchisor can, for instance, provide a 

“total business concept” (hard franchise) 

whereby parties have agreed on all business 

operations which they may not deviate 

from. Occasionally, this is also used in the 

“shop-in-shop” formula, when part of the 

retail space is provided for franchising. In 

addition, there is soft franchising whereby 

the business owner has more freedom in 

establishing a company and agreements are, 

for instance, limited to using the common 

trademark or logo (usually within the context 

of an association or cooperation).
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Hot topics
E-commerce
You may also buy and sell products and 

services over the internet in Europe, but you 

have to respect the legal and contractual 

rights of your European distributor, agent 

or franchisee. Under Dutch law, the 

manufacturer is allowed to sell its products 

in the market of the distributor, agent 

or franchisee. However, manufacturers, 

distributors, franchisees, or agents can 

make other arrangements in their contracts, 

such as, for example, agreeing that a 

manufacturer is not allowed to actively sell 

products in the agreed upon territory.

In the distribution agreement parties 

can agree that distributors, franchisees, 

or agents are not allowed to start an 

online shop to sell the products of the 

manufacturer or can do so only under 

certain conditions. A typical condition is 

that distributors, franchisees, or agents 

should take technical precautions so that 

active sale of products outside the agreed 

territory is prevented.

Geo-blocking
It is not allowed to prevent the sale of 

products to persons in other EU Member 

States (geo-blocking). However, delivery 

abroad may be prohibited, so customers 

will have to pick up their products. This 

is part of the “Digital Single Market”, free 

movement in e-commerce, without borders. 

Geo-blocking does not apply to:

• Copyright protected products, such as 

e-books, music and films

• Financial and audio-visual services

• Transport and healthcare services

• Social services.

Pricing arrangements
Sometimes a supplier or franchisor makes 

arrangements regarding the price at which 

the distributors or franchisees have to sell 

their products or services to their buyers. 

For arrangements regarding this resale 

price, strict requirements are in place. The 

supplier is allowed to impose a maximum 

resale price or give a recommended price 

for resale. However arrangements made 

on minimum prices or fixed resale prices 

are considered to be unlawful pricing 

agreements.
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Conclusion
There are many options for selling your 

products in the Netherlands and the 

European Union without you having to take 

all risks in an unknown market and culture. 

Especially the conclusion of a distribution, 

agency or franchise agreement may be a 

good alternative to establishing a company 

in the EU. Would you like to start doing 

business in The Netherlands, update your 

distribution, agency or franchise contract? 

Or do you have any questions concerning 

online sales via online shops?  Please 

contact:

Reinier W.L. Russell LL.M.

reinier.russell@russell.nl

Lisanne Meijerhof LL.M.

lisanne.meijerhof@russell.nl 

Phone: +31 20 301 55 55  (www.russell.law)

Hiring employees 
in the Netherlands
Introduction
Did you know that Dutch labour law 

also applies to foreign entrepreneurs 

established in the Netherlands? A foreign 

entrepreneur is namely considered to be a 

Dutch employer. Some topics that might be 

relevant for you as a Dutch employer:

A. Employment contracts for a 
fixed term or for an indefinite 
period
An employment contract may be entered 

into for a fixed-term or for an indefinite 

period. 

Please be informed that multiple 

consecutive fixed-term contracts may 

automatically turn into a contract for an 

indefinite period (“chain of employment 

contracts”). This means:

• In case of successive temporary 

contracts, concluded immediately 

or within 6 months, a permanent 

employment contract will follow after 3 

years.

• In case of three successive temporary 

contracts, concluded immediately 

or within 6 months, the fourth 

temporary contract will be a permanent 

employment contract.

The employment contract for a fixed term 

automatically ends on the final date as 

mentioned in the contract. In principle, it 
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is not possible to terminate a fixed-term 

contract prior to the agreed time, unless 

parties explicitly agreed upon the possibility 

of early termination of the contract or the 

contract is terminated with mutual consent.

B. Collective labour agreements
Dutch employees can be affiliated to a trade 

union representing their interests, and Dutch 

employers can be affiliated to an employers’ 

association representing the interests of the 

employers. The trade unions and employers’ 

associations can agree upon a collective 

labour agreement (CLA; Dutch: CAO) for a 

certain industry. There are several situations 

regarding the (possible) application of a 

CLA, depending on whether the employer 

is affiliated to an employer’s organisation 

and whether an employee is affiliated to a 

trade union. In addition to this, a (part of a) 

CLA can be declared generally binding to an 

entire industry for a certain period.

C. Wages
The wages of an employee must comply 

with the statutory minimum wages. The 

minimum wage is determined by the Dutch 

government twice a year. Salaries are 

payable at the end of each week, month or 

quarter, depending on the period by which 

wages are calculated. A delay in wage 

payments is subject to penalty payments.

D. Illness
When an employee becomes ill, the 

employer is obliged to continue to pay at 

least 70% of the wages for a period of two 

years. The employer should at least pay the 

statutory minimum wages during the first 

year. In addition, the employer is responsible 

for reintegrating an employee in his job or, 

if necessary, find other suitable work for the 

employee.

E. Holiday
The statutory minimum holiday period is 

based on the number of full working days 

per week. The minimum entitlement is 

four times the number of working days per 

week. It is not unusual that the employer 

grants the employee more holidays. 

During holidays, employees are entitled 

to their regular wages. In addition, in the 

Netherlands several (paid) statutory public 

holidays are observed, such as New Year’s 

Day, Easter Sunday and Easter Monday, 

King’s Day (27 April), etc.

F. Probationary period
The employer and employee may agree upon 

a trial period in writing. It is allowed to 

include a probationary period of one month 

in an employment contract of more than 

six months but less than two years and to 

include a probationary period of two months 

in an employment contract for two years 

or more or an employment contract for an 

indefinite period. The probationary period is 

the only situation in which the employer can 

terminate an employment contract without 

reason and without taking into account a 

notice period. The termination takes effect 

immediately (irrespective of prohibitions on 

dismissal during illness, military service, 

pregnancy, or maternity leave) as long as 

the termination complies with the anti-

discriminatory regulations.
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G. Dismissal
An employment contract for a fixed period 

in principles ends on the expiration of the 

period agreed upon. Upon the expiry of a 

fixed-term employment contract lasting six 

months or longer, the employer must notify 

the employee at least one month before the 

employment contract expires about:

• Whether or not the employment 

contract will be renewed and

• The conditions under which the   

employment contract might be   

continued.

If the employment continues after the 

expiration of the fixed period, the agreement 

is extended by operation of law under the 

same terms and conditions and for the same 

period of time as the original agreement.

If this is agreed upon, it is also possible to 

terminate the contract before the end date 

in accordance with the rules applying in the 

event of a termination of an employment 

contract for an indefinite period of time. The 

dismissal rules are as follows:

1) Mutual consent
An employment contract for a(n) (in)

definite period of time may be terminated 

with mutual consent. The arrangements 

concerning the termination must be laid 

down in writing in a settlement agreement. 

When the employee agrees with a settlement 

agreement, he will be granted a 14-day 

reflection period (the employer must notify 

the employee of this reflection period) 

during which he is entitled to withdraw, in

 

writing, his consent to the dismissal without 

giving any reasons.

2) UWV proceedings or legal proceedings
The employer requires one of the nine 

reasonable grounds for dismissal as 

mentioned in Article 7:669, paragraph 3 

(a-i) of the Dutch Civil Code. This means, an 

employer can only dismiss an employee via: 

• Submitting an application to the UWV    

  (Employee Insurance Agency) to  

  obtain a dismissal permit, in case of   

  financial/economic reasons (a) or long-    

  term illness (b) or

• Legal proceedings before the  

   subdistrict court to set aside the   

   employment contract, for example 

   in case of an employee that is 

   underperforming or acting culpably 

   (reasonable grounds c-i)

Transfer to suitable position
The employer will first have to investigate 

whether the employee can be transferred to 

a suitable position, before he initiates UWV 

proceedings or legal proceedings before the 

court.

Notice period
When terminating an employment contract, 

a notice period has to be taken into account 

to determine the termination date. The 

statutory notice period for the employer is 

based on the length of the employment:

• Less than 5 years = one month’s notice

• 5 years or more, but less than 10 years 

= two months’ notice

• 10 years or more, but less than 

15 years = three months’ notice
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• 15 years or more = four months’ notice

The required notice period for an employee 

is one month.

Transition compensation
According to Dutch law, each employee 

whose employment is being terminated on 

the initiative of the employer is entitled 

to so-called transition compensation. The 

amount of the transition compensation 

depends on the length of the employment 

and is for every employee 1/3 of the monthly 

salary per year of service. The accrual of the 

transition compensation starts from the first 

day of employment.

Fair compensation
In case of serious culpable acts or 

negligence of the employer, the court might 

award a ‘fair’ compensation on top of the 

transition compensation. The court is free 

to determine the level of fair compensation 

that has to be paid.

3) Termination for urgent reasons
According to article 7:677 of the Dutch 

Civil Code, either party may terminate the 

employment contract with immediate effect 

in case of an urgent reason such as theft, 

fraud, or crimes involving a breach of trust. 

There are no prohibitions to give notice.

H. Special leave
According to Dutch law, employees are 

entitled to several types of special leave 

such as:

• Emergency leave: duration determined 

by mutual agreement depending on the 

exceptional personal circumstances 

• Short-term and long-term care leave: 

within one year, a maximum period of 

2 respectively 6 times the number of 

weekly working hours

• Parental leave: applies to parents with 

a child under the age of 8 and concerns 

a maximum period of 26 times the 

number of weekly working hours

• Paternity leave: once the weekly working 

hours of the employee’s paid leave and 

5 times the number of weekly working 

hours unpaid leave

• Pregnancy and maternity leave: 16 

weeks

• Adoption leave: 6 weeks

Conclusion
As a foreign entrepreneur established in 

the Netherlands, you are considered to be a 

Dutch employer and thus subject to Dutch 

labour law. This means that you need to 

comply with, inter alia, the rules regarding 

minimum wages, probationary periods and 

dismissal law. 

Do you need any advice regarding the 

drafting/conclusion of employment contracts 

for your (foreign) employees? Or do you 

want to know whether it is possible to apply 

a probationary period or to dismiss an 

employee? Please contact:

Jan Dop LL.M.

jan.dop@russell.nl 

Priscilla de Leede LL.M.

priscilla.deleede@russell.nl 

Phone: +31 20 301 55 55  (www.russell.law)



 

Where legal issues
are not an issue.
Russell Advocaten is a full-service law firm. 
We take care of a broad range of fields: 
corporate law, business information and 
reorganization, real estate and lease 
law, labour and employment law and 
commercial litigation. You can contact us 
on all your legal issues.

russell.law
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