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	BASIC STATISTICS OF BELGIUM, 2015

	(Numbers in parentheses refer to the OECD average)*

	LAND, PEOPLE AND ELECTORAL CYCLE

	Population (million)
	11.4
	 
	Population density per km2
	371.3
	(37.0)

	 Under 15 (%)
	17.2
	(18.0)
	Life expectancy (years, 2014)
	81.4
	(80.6)

	 Over 65 (%)
	18.2
	(16.3)
	 Men
	78.8
	(77.9)

	 Foreign-born (%, 2014)
	16.2
	
	 Women
	83.9
	(83.3)

	Latest 5-year average growth (%)
	0.81
	(0.60)
	Latest general election
	May 2014

	ECONOMY

	Gross domestic product (GDP)
	
	
	Value added shares (%)
	
	

	 In current prices (billion USD)
	455.1
	
	 Primary sector
	0.7
	(2.5)

	 In current prices (billion EUR)
	410.4
	
	 Industry including construction
	22.2
	(27.0)

	 Latest 5-year average real growth (%)
	1.0
	(1.9)
	 Services
	77.1
	(70.6)

	 Per capita (000 USD PPP)
	45.9
	(40.8)
	
	
	

	GENERAL GOVERNMENT
Per cent of GDP

	Expenditure
	53.9
	(40.5)
	Gross financial debt
	126.7
	(114.0)

	Revenue
	51.3
	(37.9)
	Net financial debt
	97.7
	(72.7)

	EXTERNAL ACCOUNTS

	Exchange rate (EUR per USD)
	0.901
	
	Main exports (% of total merchandise exports)
	
	

	PPP exchange rate (USA = 1)
	0.798
	
	 Machinery and transport equipment
	33.9
	

	In per cent of GDP
	
	
	 Manufactured goods
	15.4
	

	 Exports of goods and services
	82.9
	(54.8)
	 Chemicals and related products, n.e.s.
	13.5
	

	 Imports of goods and services
	81.3
	(50.2)
	Main imports (% of total merchandise imports)
	
	

	 Current account balance
	0.4
	(0.2)
	 Machinery and transport equipment
	31.1
	

	 Net international investment position (2014)
	52.5
	
	 Chemicals and related products, n.e.s.
	14.8
	

	
	
	
	 Miscellaneous manufactured articles
	14.1
	

	LABOUR MARKET, SKILLS AND INNOVATION

	Employment rate for 15-64 year-olds (%)
	61.8
	(66.2)
	Unemployment rate, Labour Force Survey (age 15 and over) (%)
	8.5
	(6.8)

	 Men
	65.5
	(74.1)
	 Youth (age 15-24, %)
	22.1
	(13.9)

	 Women
	58.0
	(58.5)
	 Long-term unemployed (1 year and over, %)
	4.4
	(2.2)

	Participation rate for 15-64 year-olds (%)
	67.6
	(71.3)
	Tertiary educational attainment 25-64 year-olds (%)
	36.9
	(35.0)

	Average hours worked per year
	1 541
	(1 766)
	Gross domestic expenditure on R&D (% of GDP)
	2.5
	(2.4)

	ENVIRONMENT

	Total primary energy supply per capita (toe)
	4.6
	(4.1)
	CO2 emissions from fuel combustion per capita (tonnes, 2014)
	7.7
	(9.4)

	 Renewables (%)
	6.3
	(9.6)
	Water abstractions per capita (1 000 m3, 2012)
	
	

	Exposure to air pollution (more than 10 μg/m3 of PM2.5, % of population, 2013)
	100.0
	(72.3)
	Municipal waste per capita (tonnes, 2014)
	0.4
	(0.5)

	SOCIETY

	Income inequality (Gini coefficient, 2013)
	0.268
	(0.311)
	Education outcomes (PISA score, 2015)
	
	

	Relative poverty rate (%, 2013)
	10.0
	(11.1)
	 Reading 
	499
	(493)

	Median disposable household income (000 USD PPP, 2013)
	 26.9
	(22.0)
	 Mathematics
	507
	(490)

	Public and private spending (% of GDP)
	
	
	 Science
	502
	(493)

	 Health care
	10.4
	(9.0)
	Share of women in parliament (%)
	39.3
	(28.6)

	 Pensions (2013)
	10.5
	(9.1)
	Net official development assistance (% of GNI)
	0.42
	(0.37)

	 Education (primary, secondary, post sec. non tertiary, 2013)
	4.4
	(3.7)
	
	
	

	Better life index: www.oecdbetterlifeindex.org

	* Where the OECD aggregate is not provided in the source database, a simple OECD average of latest available data is calculated where data exist for at least 29 member countries.

	Source: Calculations based on data extracted from the databases of the following organisations: OECD, International Energy Agency, World Bank, International Monetary Fund and Inter-Parliamentary Union.




Executive summary

		Productivity gains have been modest

	Raising skills and work opportunities for vulnerable groups would make growth more inclusive

	Greater public investment to enhance productivity and inclusiveness while ensuring public debt sustainability



Productivity gains have been modest
GDP perhourworked
[image: graphic]Source: OECD Productivity Statistics Database.
StatLinkhttp://dx.doi.org/10.1787/888933496408

Belgium performs well in many economic and social dimensions. The macroeconomic policy framework is sound and has been strengthened by many important reforms in recent years, including in labour taxation, business regulation and support for the self-employed and SMEs. However, recent productivity gains have been comparatively modest, partly reflecting stronger inclusion of low-skilled workers in employment. Raising productivity is vital to sustaining increases in living standards and supporting inclusive growth. Keys to higher productivity lie in increasing market entry and exit in the business sector, improving public infrastructure to reduce heavy traffic congestion around major urban areas, fostering innovation and more widespread diffusion of advanced technologies. Digitalisation and the rapid growth of the sharing economy through the use of web-platforms can invigorate productivity growth and job creation, but create significant social challenges.

Raising skills and work opportunities for vulnerable groups would make growth more inclusive
Employment rate, % of population of working age in each group, 2016
[image: graphic]Source: OECD, Labour force statistics Database; and OECD, Migration statistics Database.
StatLinkhttp://dx.doi.org/10.1787/888933496418

While overall education levels are high, some suffer from poor skills, especially those with a low socio-economic or immigrant background. The labour market performance of immigrants, especially women, and low-skilled and older workers is comparatively weak. Improving the capacity of the educational system to provide disadvantaged students with necessary skills would enhance inclusiveness and improve labour market integration of youth and the children of immigrants. Further efforts to reduce labour costs would help the labour market performance of low-skilled natives and migrants. While recent pension reform will contribute to raise the participation of older people in the labour market, their employment and productivity could be further supported by on-the-job training and increased use of flexitime.

Greater public investment to enhance productivity and inclusiveness while ensuring public debt sustainability
Public investment, as a percentage of GDP
[image: graphic]Source: OECD, Economics Department Database.
StatLinkhttp://dx.doi.org/10.1787/888933496421

Enhancing productivity and inclusiveness will depend on social and physical infrastructure investment. Transport infrastructure investment to relieve bottlenecks around big agglomerations would promote both productivity and environmental goals. Given high public debt and the need for fiscal consolidation, these investments could be financed through reductions in inefficient public spending, user fees or by tapping private sources of finance. In addition, a further shift of taxation away from labour would boost activity and job creation.
	MAIN FINDINGS
	KEY RECOMMENDATIONS

	Macroeconomic policies to support productivity and inclusiveness

	Public investment is too low.
	To ensure fiscal sustainability, continue with planned fiscal consolidation. Finance growth-enhancing public investment by reducing inefficient public spending, considering user fees and private sources of finance.

	The tax mix is not sufficiently conducive to inclusive growth.
	Shift taxes further away from labour by lowering employer social security contributions on low wages and broaden the capital income tax base, including by considering the introduction of a federal capital gains tax, as part of a balanced broader reform of household savings taxation.

	The high statutory corporate tax rate hurts investment. Thecorporate tax system is inefficient. 
	Reduce the federal statutory corporate tax rate. Broaden the tax base by reforming exemptions that facilitate tax avoidance such as the notional interest rate deduction.

	Making growth greener

	Traffic congestion contributes to air pollution.
	Increase investment in transport infrastructure around major urban areas through joint federal and regional initiatives and when possible through increased private sector involvement. Suppress the favourable tax treatment of company cars, extend the use of congestion charges and continue increasing the tax rate on fuel.

	High transaction costs on buyers and support for homeownership impedes residential mobility and increases commuting.
	Reduce transaction taxes on housing and phase out the favourable tax treatment of home ownership. 

	Boosting competitiveness

	Wages grew faster than domestic productivity under the wage-setting mechanism, which the government has recently reformed.
	Evaluate the results of the Federal government’s wage-setting reform, and make further changes if needed.

	Making the business environment more dynamic and innovative

	R&D activity and innovation performance lags behind best performers. Better technology transfer would raise the innovative capacity of firms.
	Further streamline public support for R&D and innovation within each region. Regions and communities could step up their innovation support co-operation where appropriate. 

	Business dynamism is weak, with low rates of enterprise start‐ups and exits. Start-ups face several barriers and entrepreneurship is underdeveloped.
	Further reduce administrative burdens on SMEs stemming from federal and regional measures; reduce the level of paid-in minimum capital requirements and strengthen contract enforcement by strengthening court automation and case management. Ensure appropriate financing tools are available for scaling up of young, innovative firms.

	Raising and mobilising skills to help boost productivity and inclusiveness

	The employment rate of seniors is low.
	Ensure firms comply with the new federal legislation to provide workers with at least five working days of education and training per year. Develop flexitime and abolish remaining early retirement schemes.

	Educational outcomes of socio-economically disadvantage individuals and first and second-generation immigrants are comparatively poor.
	Where appropriate, expand controlled school-choice schemes in the communities to reduce the concentration of pupils with a non-EU immigrant background. Improve teacher training and incentives to attract teachers to schools with a high concentration of disadvantaged pupils. 

	The decline in spending per student in tertiary education has recently recovered. Too few students graduate with skills in demand. 
	Where appropriate, consider increasing or adjusting tuition fees, while maintaining the grant and waiver system for disadvantaged students along with income-contingent loans. Better publicise labour market shortages and wage premia to motivate students to choose fields of study more relevant to the labour market.






Assessment and recommendations

		
	Macroeconomic developments and short-term prospects


	Medium-term policy challenges to reignite productivity and strengthen inclusiveness


	Making the business environment more supportive of productivity gains


	Raising and mobilising skills to boost growth and inclusiveness





A sound macroeconomic policy framework, high quality education and a combination of market-based policies and a redistributive welfare state have boosted GDP per capita to well above the OECD average. Although growth weakened since the global financial crisis (Figure 1), Belgium ranks among the ten most competitive countries in Europe (WEF, 2016). The financial sector has recovered from the severe shock which hit the banking system in the aftermath of the financial crisis, aided by government bailouts and new prudential measures (IMF, 2016a). Belgians enjoy high well-being in many dimensions, notably work-life balance, health, education and civic engagement. Income inequality after tax and transfers is comparatively low. Belgium has the lowest gender wage gap among the OECD countries (Figure 2).



Figure 1. GDP growth has weakened since the crisis

GDP per capita index

[image: graphic]Source: OECD Productivity Database.

StatLink  http://dx.doi.org/10.1787/888933496434





Figure 2. Belgium performs well on almost all dimensions of inclusiveness and well-being

[image: graphic]1. Each well-being dimension is measured using one to three indications from the OECD Better Life Indicator set with equal weights.

2. Indicators are normalised by re-scaling to be from 0 (worst) to 10 (best).

3. The gender wage gap is defined as the difference between male and female median wages divided by the male median wage.

Note: In panel A, calculations for Latvia and Lithuania were made on the basis of EU-SILC – preliminary results. For Japan, data refer to 2009. For Canada and Chile, data refer to 2011. For Finland, Israel, Korea, the Netherlands and the United States, data refer to 2013. For Hungary, data refer to 2014.

Source: Adapted from OECD Income Distribution Database; OECD “Better Life Index 2016”, OECD Social and Welfare Statistics (database) and; OECD Gender Data Portal.

StatLink  http://dx.doi.org/10.1787/888933496443



Belgium’s strong performance has been supported by important reforms, in line with previous OECD recommendations, at both the federal and regional levels in recent years. Belgium appears as a top performer in the 2017 Going for Growth exercise, which evaluates structural reform progress (Figure 3). Notable reforms include:



Figure 3. The pace of reforms has increased

Responsiveness to Going for Growth recommendations

[image: graphic]Note: For Colombia and Latvia, there is no responsiveness rate computed for 2013 and 2014.

Source: OECD, Economic Policy Reforms 2017: Going for Growth.

StatLink  http://dx.doi.org/10.1787/888933496451




	A shift of taxation from direct to indirect taxes to support private sector activity and boost job creation, especially by lowering high taxes on labour for vulnerable groups.


	Measures to moderate wages to halt the decline in competiveness.


	Pension reform to increase incentives to work longer and to strengthen long-term sustainability, including tightening of early retirement schemes and an increase of the statutory retirement age.


	A reform of unemployment benefits to make them decline over time and a reduction of the tax wedge have strengthened financial incentives to find work.


	Measures to improve the business environment for self-employed and SMEs, especially through a reduction of social security contributions, increased R&D and innovation budgets, simplification of administrative procedures, improved access to finance and increased access to public procurement.


	The Sixth State Reform of 2012-14 increased the fiscal autonomy of the regions and devolved a number of competences, including several functions within the labour market and health care.




The level of productivity is among the highest in the OECD, but its growth has been comparatively low in the past decade, especially since the 2008 financial crisis (Figure 4). The high level of productivity is related to a substantial accumulation of productive capital in the past, a highly qualified workforce, and innovative technologies introduced in the lead manufacturing sectors, including in chemicals and chemical products, and basic metal and fabricated metal products (Biatour et al., 2007). 



Figure 4. The level of productivity is high but productivity growth has slowed

[image: graphic]Note: For Australia, Belgium, Chile, Iceland, Ireland, Japan, Korea, Mexico, Poland, Russia, South Africa, Turkey and United States, data refer to 2014 in the panel B.

Source: OECD Productivity Statistics Database.

StatLink  http://dx.doi.org/10.1787/888933496465



The productivity growth slowdown is partly related to structural change as the demand for low productive services has expanded and absorbed more low-skilled workers into the labour market (Dumont and Kegels, 2016). As these factors reflect the rising demand for services and greater inclusivity they are not in themselves of concern. More worrisome is the continued slowdown of multifactor productivity growth (Figure 4.C), both in the manufacturing and services sectors. This is the result of lower efficiency gains, and weaker innovation and diffusion of advanced technologies within firms. Raising multifactor productivity is an important challenge, and will be crucial in allowing Belgium to maintain sustainable and inclusive growth going forward. As such the in-depth chapters of this Survey examine productivity-enhancing policies. 

Regional inequalities are broadly in line with neighbouring countries in terms of disposable income, education, housing and access to services. However, inequalities are much more pronounced in the labour market (employment and unemployment rates), and to a lesser extent with respect to health outcomes (mortality rate and life expectancy) (Figure 5). The labour market is segmented between regions, in part due to institutional and linguistic differences, but also because underdeveloped transport networks and housing market rigidities hamper mobility. Political decision making is highly decentralised (see Box 1).



Figure 5. Regional disparities in well-being

[image: graphic]Note: The indicators measure the dispersion across regions within a country expressed as normalised indexes; for each dimension, countries with the lowest and the highest dispersion levels in the OECD take values 0 and 1. Education category refers to labour force with at least secondary education; Jobs category refers to employment and unemployment rates; Income category refers to household disposable income per capita; Health category refers to mortality rate and life expectancy; Access to services category refers to broadband access; and Housing category refers to number of rooms per person.

Source: OECD Regional Well-Being Database 2016.

StatLink  http://dx.doi.org/10.1787/888933496476





Box 1. Government of Belgium

Besides the Federal government, the Belgian governance system comprises three regional authorities with significant autonomy, and three language communities (cutting across the regions), with separate competencies (e.g., in education). Authority to tax and spend is thus spread across different levels of government, with complicated sharing arrangements and sometimes overlapping responsibilities. This complex political and institutional setting means that a consensus on economic issues is difficult to achieve. Fiscal policy needs to be negotiated across many different dimensions, and deeper reforms, both fiscal and structural, can be challenging to adopt.

Belgium’s federal structure of government has evolved through six state reforms over the past decades (in 1970, 1980, 1988-89, 1993, 2001 and 2012-14). As a result the power to make decisions has been gradually devolved from the Federal Government and the Federal Parliament to the regions and communities.

The Federal government retains control over the judicial system, the army, the Federal police, labour law, social security (unemployment, pensions, health insurance), public debt, prices, income and wage policy financial sector and financial markets (incl. protection of savings and macroprudential policies (the National Bank of Belgium), nuclear energy, state-owned companies (such as Belgian Railways and the Post Office), and the federal scientific and cultural institutions. Furthermore, the Federal State is responsible for the obligations of Belgium and its federalised institutions towards the European Union and NATO.

The powers of the three regions, the Flemish Region, the Brussels-Capital Region and the Walloon Region have been extended in the course of the various reforms. During the Second State Reform in 1980, the Flemish and the Walloon Regions were given their parliament and government. The Brussels-Capital Region, on the other hand, was only granted its institutions following the Third State Reform in 1988-89. The regions have powers relating to the economy (including direct support, guarantees, business sites and cluster policy), employment, minor aspects of social security (such as reduction of social security contributions for targeted groups), economic migration agriculture, water policy, housing, public works, energy, transport (except Belgian Railways), the environment, town and country planning, nature conservation, credit, FDI and foreign trade, supervision of the provinces, communes, and intercommunal utility companies. They also have powers relating to scientific research and innovation and over the research centres and international relations in those fields.

The competences of the three communities, the French, the Flemish and the German-speaking, are culture (theatre, libraries, audio-visual media, etc.), education, (pre-primary to higher and adult education) the use of languages and matters relating to the individual which concern on the one hand health policy (curative and preventive medicine) and on the other hand assistance to individuals (protection of youth, social welfare, aid to families, immigrant assistance services, etc.). They also have powers in the field of scientific research in relation to their powers, the community scientific institutes and international relations associated with their powers. 

In Flanders, the community and regional institutions have been merged. So in Flanders, there is one parliament, one government and one administration.

Source: www.belgium.be, OECD.



Labour market inequalities and regional disparities in employment challenge inclusiveness (Figures 5and 6). Youth unemployment is above the EU average and is particularly high among the low-skilled with differences among regions (Figure 7.A). Furthermore, labour market integration of non-EU immigrants, especially women, and their offspring is poor. The employment rate gap between second-generation non-EU immigrants and Belgians with a non-immigrant background is among the highest in the EU (EC, 2016a). The employment rate of women of non-EU origin is almost 20 percentage points below the national average (Eurostat, 2016; Figure 7.B). Efforts are being made, however. For example, the youth unemployment rate in the Brussels-Capital Region declined from 40% in 2013 to 36% in 2016 (the youth unemployment rate was 28% in the Walloon Region and 14% in the Flemish Region in 2016). This may in part be due to the establishment of a Youth Guarantee which offers 80% of newly registered young jobseekers either employment, training or a traineeship opportunity within six months of registration. The Flemish Region aims to improve employment performance through a new policy approach called “Focus on Talent”, which gives tailor-made guidance to workers and jobseekers, by supporting companies to improve their human resource policies, and by addressing discrimination in the labour market. Policies to improve the employment performance of vulnerable groups were thoroughly discussed in the last two Economic Surveys and remain relevant (OECD, 2013a; OECD, 2015a). 



Figure 6. Regional disparities in student performance and unemployment are large

[image: graphic]Note: Mathematics, reading and science PISA scores for OECD are 490, 493 and 493.

Source: OECD, PISA 2015 Database; and Statistics Belgium.

StatLink  http://dx.doi.org/10.1787/888933496483





Figure 7. Employment rate amongst some groups is low

[image: graphic]Note: In panel A, for the low-skilled group, data refer to individuals with a level of educational attainment below upper secondary education (ISCED-11 levels 0-2). For OECD, figures are calculated as a simple average of the available data. In panel B, numbers may not add up to 100 due to rounding. 

Source: OECD, Labour force statistics Database; OECD, Migration statistics Database; OECD, Education at a glance Database; and Eurostat, Labour Force Survey.

StatLink  http://dx.doi.org/10.1787/888933496499



Regional inequalities in terms of health are somewhat higher than in neighbouring countries, partly reflecting socioeconomic differences between regions. The Belgian population enjoys relatively good health and long life expectancy, reflecting good access to high-quality and safe care. However there are large variations in medical practices across the country, suggesting there is scope to improve equity and efficiency in health care delivery (OECD, 2014a; 2016i). Cost, waiting time and travelling distance related to the distribution of medical practitioners in the country result in higher unmet medical needs for low-income people. Despite health expenditure being higher than the OECD average as a share of GDP, 5.5% of low-income individuals had unmet needs for medical examinations in 2013, slightly above the OECD average. At 3% of final household consumption, out-of-pocket spending on health is just above the OECD average. With regard to hospital medical admissions, however, the variation across provinces in Belgium is generally very low, reflecting an equal distribution of hospital facilities across the country, and that people do not face financial barriers to hospitalisation (OECD...
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