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Abstract This paper discusses the future of the social rented sector in the Netherlands.
There are several reasons why the position of this sector is currently under close scrutiny.
Whereas attention to social rented housing had lapsed by the start of this century, the grow-
ing housing shortage and stagnation in the restructuring of older urban areas brought this
sector back into the political spotlight. Also the European Commission is having a major
impact on the future position of the sector. The Commission has ordered the Dutch Govern-
ment to establish a level playing Weld by abolishing the privileges of the housing associa-
tions. Against this background, this paper discusses the possible tasks and proper
functioning of the Dutch housing associations.

Keywords Netherlands · Housing associations · Housing policy

1 Introduction

The housing system of the Netherlands has acquired an international reputation because of
its special nature and the way it has evolved. Many other countries that have been attempt-
ing to transform their housing system are taking their cue from recent developments in the
Netherlands. Over the past few years, the Dutch housing system has been a source of inspi-
ration for policy-makers far and wide, including scholars and oYcials from some of the
former socialist states in Eastern Europe and several Asian nations. Researchers and pol-
icy-makers in those countries have shown keen interest in the way social rented housing is
operated in the Netherlands. In particular, they are intrigued by the strong position of social
housing in this country: 44% of the total housing stock of the Netherlands was accounted
for by this sector at the beginning of the 1990s. The Netherlands clearly stands out in this
sense; the share of this sector in most other West European countries rarely reaches 20%.
The strong position of Dutch social housing has its roots in the long period during which
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housing was inXuenced by the national government. Of course, public intervention had
been common practice throughout the region for decades. However, the Netherlands
eventually came to steer its own course. Whereas most other West European countries
veered toward privatisation in the early 1970s, the Netherlands did not start to move in that
direction until the 1990s.

In this contribution, we shall take a close look at the present policy debate about the
future role of the Dutch social rented sector. Section 2 will discuss the positions of a num-
ber of important players: the Government, the social sector landlords and the European
Commission. The positions adopted by these players determine the future development of
the Dutch social rented sector. In fact, their positions were one of the things that prompted
the Dutch Government to send a letter to Parliament in late 2005 outlining a policy vision
on the future of the housing associations (Dekker 2005). Section 3 will deal with the most
important proposals contained in this letter. We will then give a brief evaluation of the
proposed policy (Sect. 4), based on recommendations issued by the Ministry of Housing,
Spatial Planning and the Environment council (VROM-raad) in (2005). In Sect. 5 we shall
take a detailed look at a number of issues that have not yet been fully resolved. These are
not only of interest in terms of Dutch policy, but also are currently the subject of much
discussion in several West-European countries thanks to the recent stand taken by the
European Commission.

2 DiVering visions of how housing associations function

In its recommendations ‘Look back or look forward?’ the Ministry of Housing, Spatial
Planning and the Environment council typiWes the current situation in the housing associa-
tion sector as follows:

• The current pressure on the housing market puts associations in a strong position. The
rentability of their housing is excellent. A few years ago they worried about empty
accommodation, whereas now supply exceeds demand right across the board.

• Towards the end of the 1990s, national Government stated that new housing production
should concentrate on the market sector. As a result, the associations have built very lit-
tle social rented housing during the past 5 years. This has created a gap between the
need for social rented housing and the actual building.

• The Wnancial position is robust. More capital has been accrued than the minimum
amount needed, creating room for investment. The composition of the housing supply
(age, quality), the development of demand on the housing market and the shift in the
attitude of national Government all point towards the need for a substantial investment
programme. There are huge diVerences in the Wnancial positions of the various associa-
tions.

• The image of the sector is decidedly poor. Much of the publicity is negative in tone
(high salaries, arrogance, low housing production).

• The European Union is asking for attention to be paid to a fair competitive position in
relation to commercial landlords and project developers, and to the size of the target
group of the social rented sector.

On the basis of these characteristics, one can conclude that the housing associations have
become used to not being held accountable for their actions. The organisations have
become distanced from their ‘natural owners’, the tenants and the Government, and they
are neither ‘disciplined by the market’ nor ‘disciplined by the Government’. There is as yet
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no structural incentive for the associations to make socially acceptable investments. It’s
important to realise that in practice, housing associations are making a lot of socially
acceptable investments. The amount of the investments and the direction are however not
controlled or steered by government bodies. On the other hand, most associations feel sti-
Xed by the State-dictated policy framework and the legislation and regulations. They Wnd
themselves trapped in a bureaucratic web and would like more room for enterprise. In order
to face up to the problems described above, a deluge of reports and recommendations
appeared in the Netherlands in the period 2004–2006. Alongside all these reports and rec-
ommendations, the recent stance adopted by the European Commission is just as signiWcant
in terms of the future positioning of the housing associations. Within the context of the
European regulations on market eYciency and competition, all forms of State assistance
that cannot be termed a service of general interest must in principle be reported to the Euro-
pean Commission. In this respect the European Commission’s decision of 13 July 2005 to
grant the housing sector a general exemption from the obligation to report State assistance
is an important one. This ‘exemption from notiWcation’ can be given because, according to
the European Commission, there is only a very limited risk of causing disruption on the
internal European market. This means that associations do not have to report every project
they undertake involving State assistance to the European Commission. Another condition
speciWed in the decision is that associations must make an administrative distinction for any
activities undertaken that do not beneWt the public interest. The decision applies to all
Member States. One day later, on 14 July 2005, Minister Dekker received a supplementary
letter from the European Commission. In this letter, the European Commission indicated
that it considers the Wnancing of housing associations in the Netherlands to be a form of
existing support. In other words, it is seen as support that was in place prior to 1957 and
which is therefore not subject to debate with retrospective eVect. All forms of existing sup-
port will however be subject to continued scrutiny in respect of developments on the com-
mon market. The European Commission can advise Member States of the measures they
should take to preserve the qualiWcation ‘existing support’ for the future.

The European Commission then assessed the support given to the associations in terms
of compatibility with the European regulations on the common market. The Commission is
of the opinion that the Dutch Government should introduce the following three measures:

• Housing associations activities with State assistance should not only be directly linked
to the maximum value of houses, but also to socially deprived households;

• Any commercial operations undertaken by the housing associations should be subject to
market conditions, and proWts made from commercial activities must be reinvested in
the social housebuilding sector;

• Excessive and structural over-capacity of social housing should be prevented by selling
these houses, and the over-capacity should be restricted to a small percentage of the
total housing supply.

3 The policy vision of the former Minister of Housing, Spatial Planning 
and the Environment (VROM)

Partly on the basis of several reports and recommendations that appeared (Commissie De
Boer 2005; Commissie Leemhuis 2005; RIGO 2005, Sociaal Economische Raad 2005;
Wetenschappelijke Raad voor het Regeringsbeleid 2004, Wetenschappelijke Raad voor het
Regeringsbeleid 2005) in December 2005 former Minister Dekker sent her policy vision on
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the future of housing associations to the Dutch parliament (Dekker 2005). She cites the
safeguarding of the associations’ achievements and the deployment of their socially-linked
capital as the most important targets, along with expanding the potential for social enter-
prise. The former Minister gives preference to self-steering rather than detailed regulation
and sees regulatory monitoring as the Wnal element. Internal monitoring is particularly
important to the functioning of the housing associations. The former Minister observes that
associations have been fulWlling a crucial role in public housing for more than a century.
They should play their part in fulWlling the social commitment with regard to housing. This
is the essence of their value and legitimacy.

She sees broad-based responsibility for housing as the associations’ basic mission. This
means good housing and a well-considered approach to residential areas, in the interests of
a well-balanced mix of residents and good living conditions.

The associations have been given two concrete tasks: the primary allocation of regulated
rented housing to targeted income groups and investment in housebuilding and restructur-
ing. The primary allocation to targeted income groups is nothing new. However, the former
Minister’s more Xexible deWnition of the ‘targeted income groups’ could be referred to as
something of a silent revolution. At present, this group includes households with a maxi-
mum income between 17,000 and 25,000D (depending on age and composition). This
income bracket is suddenly being raised to around 33,000D. Households in social rented
accommodation that receive an increase in their income are not directly obliged to move.
New housing should provide a suYciently attractive alternative for these people, according
to the former Minister. She also considers the fact that the associations provide housing
(particularly in older parts of towns) for households outside the targeted income group to be
in the interests of society as a whole.

The aim that associations should make suYcient investments in housebuilding and
restructuring is new. The former Minster has linked a housebuilding target of 111,000
houses by 2010 to this objective. If associations build or restructure below these targets,
they will be accountable to the municipal authority or (in the second instance) the State. To
simplify this process, an ‘investment target’ has been deWned. This is intended to clarify the
level of investment that an individual associations can reasonably be expected to make in
housebuilding, rebuilding and/or renovations over a period of 4–5 years. She wants to
deWne this further by specifying a percentage of the association’s capital or a particular
component of its capital.

The former Minister is happy for associations to undertake any number of activities and
investments, as long as there is a direct or indirect link with the development or the reten-
tion of the value of the association’s stock of residential property. This also includes the
development of commercial property for societal organisations like schools and hospitals
(assuming a link with the neighbourhood) and numerous activities designed to improve the
living conditions. The deployment of services such as care, welfare, education and crime
prevention will be reserved for other parties.

The former Minister also makes a proposal for deWning the activities with and without
State assistance. Building, renting, maintaining, renovating and selling housing to house-
holds with an annual income of approximately 33,000D will count as social activities for
which State assistance may be granted. This also applies to activities concerned with
improving the living conditions and quality of life in as far as this relates to regulated
owner–occupier housing. A new factor is that the building, renting and maintenance of
social property designated for institutions with a social function can now also be included
as activities with State assistance. This distinction between activities with and without State
assistance is necessary to make the Dutch social housing system ‘Europe-proof’. She gives
1 C



The future of Dutch housing associations 387
preference to a legal distinction rather than an administrative distinction, as long as the
integral direction of the associations’ investments can be guaranteed. This point is being
looked into. As from 2006, association tax will have to be paid for commercial activities.
These proposals are still in line with the idea of the revolving fund principle. Although the
proWts will be less after taxation, the mother company that is in charge of the social activi-
ties can still use them for social activities. The housing association is after all the only
shareholder of the ‘free’ subsidiary company.

Alongside this distinction, the former Minister also wants to allow ‘free’ subsidiary
companies without restrictions on their working domain. She wants to set a maximum limit
on the total amount of capital that associations can invest in their ‘free’ subsidiaries.

Finally, former Minister Dekker wants to allow every association nationwide access, on
the condition that the association has Wrst made sound achievement agreements in the
municipality or municipalities in which it owns a substantial amount of property.

The former Minister expects the municipal authorities to draw up a vision on housing,
including an investment plan. The associations can then produce an ‘investment bid’ for the
local housing speciWcation. This should result in concrete, multi-annual achievement con-
tracts between municipal authorities and associations. If the parties fail to agree, they can
opt for mediation. If this fails, the Minister will decide on the situation herself. She will
have the option of imposing sanctions on the association or calling the municipal authority
to account.

The former Minister wants to reinforce the stakeholders’ role of the tenants in the regu-
lations, but has decided against the right of initiative and the right of approval for tenants
with regard to investment.

The former Minister expects the sector to take a number of binding steps during the
coming period (benchmarking, visitation, professionalisation, internal monitoring and
stakeholders’ consultations). She will deliberate on external monitoring depending on the
speed at which the sector proceeds.

Not all of the proposals of former Minister Dekker were acceptable for the members of
parliament. More speciWcally, the limit of 33,000D was under debate. After the parliamen-
tary debate, former Minister Dekker agreed to make to some adjustments in the policy let-
ter. But because of the resignation of former Minister Dekker in the spring of 2006 and
general elections called for March, the policy development was heavily delayed. Interim
Minister Winsemius, who was only in charge for half a year and was actually in a caretaker
position for most of the time, did not act on this policy item but concentrated his eVorts on
the urban restructuring policy. This theme was one of the big issues at the general elections
in March 2006. For the new cabinet, the restructuring of 40 selected problem areas in the
bigger cities was also one of the spearheads. In July 2007, the new Minister presented her
policy vision (Vogelaar 2007). The housing associations play a crucial role in this policy
document. The cabinet asked the housing associations to provide 750,000 million euros per
year (3 billion euros for a period of 4 years). This funding should be added to the plans the
housing associations had already agreed on with the municipalities. The Wnal responsibility
for this investment fund is in the hands of the Minster of Housing, Communities and Inte-
gration. In practice, the steering of the fund should be conducted by the municipalities, the
housing associations and the Minister. Until the summer of 2007, however, there was no
agreement between the housing associations and the Minister about the total amount of
money, which neither should be spent by the housing associations, nor about responsibility
for the spending. The Minister and the housing associations took time out of the negotiating
process, and agreed to start up the discussion after the summer of 2007. For the discussion
about the future role of the housing associations, this new urban restructuring policy is of
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great importance. The housing associations, and more speciWcally their Wnancial reserves,
will largely determine the success of this new government policy. So probably after sorting
out the dispute about the role and the duties of the housing associations in this new urban
restructuring policy, the discussion that had started under former Minster Dekker on the
role and the position of the housing associations in general will be picked up again. The
new role of the housing associations in the urban restructuring policy will also aVect the
policy discussion about the position of the social rented sector. Housing associations are
increasingly being asked by central government and municipalities to engage in a broad
range of activities such as building schools and hospitals and participating in welfare and
employment projects. It’s therefore likely that the working domain of the housing associa-
tions will further expand in the near future. This will add fuel to the debate between the
Dutch Government and the European Commission. Because of this still ongoing debate, the
proposals of former Minster Dekker will be in discussion in Dutch politics for the coming
months.

4 Evaluation of the intended policy

First of all, the fact that the proposals will guarantee the legitimacy of the associations is a
positive step. Now that the central government has stated that the associations are part of
the common good with responsibility for duties relating to housing, all debate on the
associations’ right of existence should be a thing of the past. In its recommendations, the
Ministry of Housing, Spatial Planning and the Environment council (VROM-raad) also
emphasises the crucial role the associations play in the housing market. This is a role that
government and the commercial parties often cannot or do not want to take on. It enables
the associations to contribute to the stability of the housing market, to help combat risk
selection and to create possibilities for access to and movement within the market for
groups that would otherwise be unable to accomplish this.

Second, we note that former Minister Dekker endorses a broad social rented sector and
holds the values of the mature social housing system in high esteem. Relaxing the income
limits for the targeted income group is a step in that direction. These groups were on the
verge of drying up as the income limit has only been adjusted by the rate of inXation since
1990, and not by the nominal wage trends. However, the group of households that now has
to rely on the social sector is much larger than the (old) targeted income group. The fact
that many of them are living in cheap rented housing, while their income is rising above
that of the (old) targeted income group has caused them to be labelled as ‘proWteers’ and
wrongful occupiers. Following this logic through, they should be moving to more expen-
sive rented housing or buying their own homes. However, in many cases this is not Wnan-
cially feasible because their income is not high enough to get a mortgage. Raising the
income limit for the targeted income group should put an end to the (often digital) discus-
sions about people living in cheap housing to which they are not entitled.

Third, it is positive that the former Minister really seems to be taking her responsibility
for the system and keeping a number of sanctions in reserve. The option of dismissing the
Supervisory Board for poor performance is new.

Finally, we note the acknowledgement that regional diVerences exist and that the former
Minister is providing room for customised work, geared to the local and regional social
speciWcations. The former Minister’s critical attitude towards growth in scale should also
be noted. The Ministry of Housing, Spatial Planning and the Environment council has also
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stated that growth in scale will not necessarily lead to a more eVective deployment of social
capital. Moreover, social embeddedness and growth in scale can be at odds with each other.

5 Issues yet to be resolved

Despite the many policy recommendations, all the research and the various policy docu-
ments from the former Minister of Housing, Spatial Planning and the Environment as well
as the European Commission, there are still a number of interesting issues that need to be
resolved during the coming period via debate and study. These questions are also relevant
for Minister Vogelaar, who came in power in the autumn of 2006. Actually since the letter
of former Minister Dekker was refused by the Dutch parliament at the beginning of 2006
and the European Commission did not react to the reply former Minister Dekker sent to the
Commission, the dispute is more or less in an impasse. To conclude this contribution, we
shall take a closer look at the most important issues, which still have to be resolved.

First of all, there is the question of the subsidiarity principle (public housing is a matter
for the individual Member States) versus the EU policy on competition. Even more funda-
mental is the question of whether the Netherlands should be allowed to shape its own wel-
fare state and if so, under which conditions. As previously stated, the European
Commission has set three conditions for the continuance of the housing associations. The
most important question that needs answering is what the term ‘socially deprived groups’
actually means. Can the Netherlands decide this for itself and, as suggested by former Min-
ister Dekker for example, raise the income limit to 33,000D, or should we be thinking of the
much smaller group of households that have to live on minimum wage? The letter from the
European Commission appears to be pointing to this last group, while in various verbal
explanations, EU commissioner Kroes takes the chill out of the air by indicating that if sup-
ported by sound arguments, the Netherlands is free to set this limit as it sees Wt.

The second issue concerns the way in which a distinction is made between commercial
activities for the market and core activities (so-called general interest services, such as
those deWned in the Altmark ruling). This distinction is necessary to comply with a second
requirement from the European Commission, which states that any commercial activities
undertaken by housing associations must be carried out under market conditions (level
playing Weld) and that proWts obtained from commercial activities must be reinvested in
social housebuilding. The current formulation needs to be worked out more precisely,
which raises the question of whether the high limit of 600D currently used for the purposes
of determining exemption from association tax will be accepted by the European Commis-
sion. The distinction between activities with and without State assistance also raises a num-
ber of questions. For instance, one could question whether building an owner-occupied
house for the targeted income group should not count as an activity with State assistance.
There is also the question of how the Minister of Housing, Spatial Planning and the Envi-
ronment intends to deal with an integral area-oriented approach involving communal
ground and building development. How does one distinguish between activities with and
without State assistance in such situations? Another matter that could cause confusion is
the two types of subsidiary companies: the subsidiary (activities without state assistance)
that is covered by state regulation and direction, and the ‘free’ subsidiary. The construction
that has been chosen is very complicated. It remains to be seen whether associations can
and want to achieve the same market yields as the commercial parties in all areas.

Finally, there is no indication as to what would happen if the commercial subsidiary
were to go bankrupt. Can the parent company also be held responsible?
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A third interesting legal issue that still needs to be resolved concerns the matter of who
actually owns the associations. According to current legislation (the Subsidised Rented
Sector (Management) Decree), the associations are private organisations with a social duty,
so-called hybrid organisations. Housing associations are therefore not government organi-
sations, but they are not pure market parties either. In this respect it is interesting to look
into who is able to exert inXuence on the sizeable assets of the associations. The advice of
the Council of Economic Advisers is to give the housing associations a choice: either stay
inside the system with strict regulation and monitoring, or step out of the social system and
accept the creaming oV of assets by the Government (REA 2006). In the case of this last
option, it is not certain whether the Government is actually authorised to dispose of a pri-
vate organisation’s assets unilaterally. In the past, associations have applied for admission
as fully private organisations, thereby allowing them to receive subsidies. In exchange,
they would oVer their rented housing under the cost price. However, they never came to an
agreement about putting their capital at the disposal of the Government. In the same way as
private property investors, the associations mainly accrued this capital as a result of the
increase in the value of their property.

A fourth interesting legal issue is the question of the legal basis of a social enterprise.
We are assuming that the hybrid structure will be left intact. The current situation, which
lacks any kind of speciWc regulations, obviously leaves room for improvement. In practice,
in many associations the urge for professionalism tends to push idealism aside. The legal
design of an association has no rules on the designated use of any excess or surplus. The
only restriction is that the surplus should be spent on housing related activities. In order to
address this issue, former Minister Dekker has announced an investigation to explore possi-
ble designs for a new legal basis for social enterprises.

A Wfth interesting organisational problem that still needs resolving is how best to orga-
nise the matching of tasks and resources. The Minister has suggested deWning housebuilding
targets as an incentive for associations to invest. In this way, she is elevating building and
restructuring from a means to an objective in itself. The hidden danger here is that during
the deliberations the associations are supposed to make, the quality and requirements of the
customer may become less important than the realisation of the Wgures. A housebuilding tar-
get could also allow associations to deploy the capital earmarked for social enterprise
ineVectually. A ‘rich’ association would make substantial investments in its own municipal-
ity or region, although the social speciWcations do not really warrant this. The municipality
concerned will not be swift to complain. After all, why would a municipality ask a substan-
tial investor to invest money elsewhere? In order to resolve these problems, the Ministry of
Housing, Spatial Planning and the Environment council is in favour of a binding arrange-
ment for matching, preferably with a public basis. A periodical capital-dependent levy
would be an option, whereby associations could apply for exemption in line with the level
of their own investment in new building, urban development and housing and care tasks.

Finally, organising the commercial subsidiaries according to legal or administrative
divisions of activities with state assistance has led to an interesting dispute. Both construc-
tions have advantages and disadvantages. The advantage of an administrative distinction is
that it provides a clear structure for monitoring and responsibility. Forming a commercial
subsidiary involves the risk of becoming politically detached from the parent company,
thereby compromising the monitoring and responsibility tasks. On the other hand, an
administrative distinction could lead to improper assistance from the parent company leak-
ing into the commercial activities.
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6 Conclusions

To our mind, the policy vision of the Minister for Housing, Spatial Planning and the
Environmental Dekker is a step towards tackling the current unaccountable position of the
association sector. We do not consider housing associations to be an outdated concept:
housing involves major social tasks, whereby the eVorts and social assets of the associa-
tions are indispensable. This policy document allows us to put the discussions on legiti-
macy and wrongful occupancy behind us.

However, a lot depends on how the policy is worked out in practice. We must keep a
close eye on a number of matters:

• Avoidance tactics on the part of the associations (and the municipal authorities) must be
Wrmly dealt with;

• Associations will have to earn their legitimacy by showing themselves to be open to
inXuence from outside. Visitation and transparency are important factors;

• The State will have to stop focusing on numbers. The ‘best association’ cannot be
judged according to the numbers of demolitions, sales and houses built. Tenants,
municipal authorities and other stakeholders are in a better position to make this
judgement.

Bearing all this in mind, we feel that the associations should be encouraged to look to the
future. The sector has been granted respite by the former Minister in order to take a number
of binding steps (benchmarking, visitation, professionalisation internal monitoring and
stakeholders’ consultations). The question is, how long will the new Minister give them?
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