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Introduction

Chapter 1. General Background
§1. GEOGRAPHY, POPULATION AND ECONOMY

1. The Netherlands is a small country of 16 million people occupying 35,000
sgkm in the heart of north-western Europe, on the continental shores of the North
Sea between Germany, France and England, a stone’s throw from the capital of
Europe, Brussels. Easy access from the North Sea has made the delta of the rivers
Rhine, Maas and Schelde the gateway to Europe and, as a result, a major centre of
economic activity.

Apart from a small hilly area in the south-east, the country is flat. As about one-
third of the country lies below sea level, the dykes are of vital importance. The
struggle against the water of the sea and the rivers is a permanent task. For over a
thousand years, land has been saved and reclaimed by building and maintaining
dykes.

The western part of the country has traditionally been the most densely populated
and this is where the three main cities are situated: Amsterdam, capital of the
Netherlands; Rotterdam, one of the largest ports in the world; and The Hague, seat
of the government.

The country’s main mineral richness is natural gas. Despite its small area and
population, the Netherlands has an impressive economy. It ranks sixteenth in the
world in terms of total GDP. The national income, generated by intensive agricul-
ture, industry and services is, to a large extent, dependent on exports (c. 50 per cent
of the national income). It is the world’s eighth largest exporting country. Thus the
Dutch economy is quite vulnerable, with its international competitiveness being the
prime indicator of its health. At the same time it is evident that the Dutch perform-
ance is very fragile. The preservation of this fragile structure is the fundamental
concern of Dutch political and social forces.

The establishment of the European Economic Community has given a new dimen-
sion to The Netherlands’ function as an economic link. A striking feature of this
development is that the area’s transit functions and related service activities have
not been the only ones to grow in importance: the delta has also become a favourite
location for internationally oriented industries. The oil, chemical, metal, heavy
machinery, foodstuffs and electronics industries have become very important, and
such companies as Royal Dutch Shell (petroleumn and chemicals), Unilever (food-
stuffs, detergents), Philips (radio, television, electronics) and Akzo Nobel (man-
made fibres, plastics, fertilizers, pharmaceuticals, pesticides) are among the largest
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2 Introduction, Ch. 1, General Background

corporations in Europe. Other internationally renowned Dutch enterprises are DSM
(chemicals), Heineken (beer), Ahold (food retail), KLLM (airlines), ING and ABN-
AMRO (banking and insurance).

Due, above all, to the presence of major industrial multinational companies
within the country, the Netherlands is the world’s fifth largest source of direct
investment. And it ranks sixth as a destination for foreign direct investment.

As a result of these developments the Dutch economy has experienced almost
uninterrupted expansion since World War II, with real national income more than
doubling in the period from 1961 to 1982.

§2. EconoMic GROWTH AND EMPLOYMENT

2. However, following the first oil crisis of 1973-74, the pace of the economy
slowed down noticeably. Since 1980 the poor economic situation has led to a
substantial fall in employment in most European countries and also in The Nether-
lands. This stagnation lasted until a recovery of the Dutch economy in the second
half of the 1990s.

FIGURE 1. Growth rates of Gross Domestic Product
(annual percentage change in volume)

1984 1986 1988 1990 1992 1994 1996 1998 2000

The low economic growth in The Netherlands at the beginning of the 1980s
resulted in a drop in employment and consequently an increase in the unemploy-
ment rate. In the first half of the 1980s employment fell by 1.5 per cent annually,
which was a sharper drop than in most other EU countries. Labour supply, on the
other hand, accelerated: increasing numbers of young people were reaching work-
ing age and female participation rates were ri%ing The standardized unemployment
rate peaked in 1983 (11.4 per cent).

In the second half of the 1980s rates of GDP growth were higher. The improved
general economic condition in the mid-1980s increased employment. The new jobs
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