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1. MACRO-ECONOMIC SITUATION DURING THE PERIOD 2016-2020
Compared with the macro-economic situation in 2015, the economic conditions are less favourable: growth estimates and forecasts for 2016 and 2017 are revised downwards. 
Also employment growth estimates and forecasts for 2016 and 2017 as well as the productivity growth forecasts have been revised downwards. Inflation forecasts are revised markedly upwards. 
Growth and employment prospects over the medium term are slightly revised downwards.
For the short term, the projection relies on the Economic Budget of 2016, which has been adjusted to take into account some recent developments. 
These developments include decelerating private and public consumption.
In 2015, growth stood at 1,4 %. For 2016 the prospect is slightly lower with growth at 1,2 %. 
The output gap[footnoteRef:1] should gradually close by 2020. The employment rate should gradually rise from 67,6 % in 2015 to 69,5 % in 2020. [1:  The output gap assessment is derived from a potential output estimate calculated according to the European Union’s method, but applied to statistical concepts and forecasts of the Belgian Federal Planning Bureau.  ] 

Until 2015 inflation remained markedly low due to the wage freeze in 2015, the sharp decrease in oil prices (in euros), the negative output gap and low international inflation. In 2015 and 2016 this downward pressure was partly neutralized because of the increase of value-added tax on electricity and of certain excise taxes. From 2017 the oil price would gradually increase on yearly basis.
It is estimated that the inflation in the period 2017-2012 will be on average 1,6 %.
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AREAS FOR REFORM
The federal government and the regional governments confirm their determination to achieve the EU2020 targets. 
The structural measures as listed in the National Reform Programme 2016 aim at the sustainability of our societal model in the medium and long term. 
For the governments, the structural and budgetary measures of course form one and the same package, which sets the following priorities.

The first priority concerns the tax shift. A lower taxation of labour is believed to be essential to increase our employment rate. Both the macroeconomic forecasts and the independent analyses of the Federal Planning Bureau and the National Bank of Belgium indicate that the pursued policy paid off in the field of employment.
A modernisation of labour law and paying special attention to target groups will also boost the employment rate.
In the past few years, the increase in wage costs has been constrained by a temporary suspension of the indexation mechanism and by limiting the increases in gross wages excluding indexation. 
Consequently, the competitiveness of the labour cost has improved substantially. 
A discussion on the reform of the 1996 law on wage setting will take place before the summer.
SUMMARY OF STRATEGY 2020 OBJECTIVES
	2020 OBJECTIVES
	EU TARGET
	BELGIUM LAST OBSERVED
	BELGIUM TARGET

	Employment rate (in %) 
	75%
	67.3 % 
	73.2 % 

	R&D (in % of GDP) 
	3%
	2.46 %
	3 %

	Emissions reduction targets  (compared to 2005 level)
	20%
	17.44 %
	15 %

	Renewable energy (in % of gross final energy consumption)
	20%
	7.9 %
	13 %

	Energy efficiency 
	20% (Max. 41,2 TOE of primary energy consumption)
	47,4 TOE
	18% (Max. 42,23 TOE of primary energy consumption)

	Early school leaving in % 
	<10% 
	9.8 %
	9.5 %

	Tertiary education in % 
	40%
	43,8 %
(30-34 years old)
	47 % (30-34 years old)

	Reduction of population at risk of poverty or social exclusion (in number of persons 
	20.000.000
	21,2 % of the population (2.375.248 persons)
	- 380.000




2. LABOUR MARKET POLICIES
2.1 IMPROVING THE FUNCTIONING OF THE LABOUR MARKET 
Implementation of the European Council Recommendation to Belgium (recommendation n.3)[footnoteRef:2] [2:  COUNCIL RECOMMENDATION of 13 May 2015 on the 2015 National Reform Programme of Belgium and delivering a Council opinion on Belgium’s 2015 Stability Programme, 2015 http://ec.europa.eu/europe2020/pdf/csr2015/csr2015_belgium_en.pdf ] 

« THE COUNCIL RECOMMENDS that Belgium take action in 2015 and 2016 to improve the functioning of the labour market by reducing financial disincentives to work, increasing labour market access for specific target groups and addressing skills shortages and mismatches.»
Making work pay
Within the framework of the tax reform ("tax shift"), since the 1st of January 2016, the labour costs will decrease and thus the net income of workers will increase. For low wages (less than € 1,500 gross per month), this reduction will gradually increase to reach in 2019 an increase of € 140 per month. In addition, the synergy between supporting the unemployed and supervising their search efforts has been increased, by transferring the two functions to the public employment services of the Regions[footnoteRef:3]. [3:  Belgium consists of 3 Communities and 3 Regions. Communities have person-related competences (culture, education, language, well-being, health, sport,…) while the Regions have territory-related competences (environment, spatial planning, housing, mobility, infrastructure, economy, employment,…). The 3 Communities are the Dutch-speaking Community, the French-speaking Community and the German-speaking Community. The 3 Regions are the Flemish Region (Flanders), the Walloon Region (Wallonia) and the Brussels-Capital Region (Brussels). In Flanders the competences of both the Community and the Region are exercised by the Flemish government. In Wallonia there are 2 governments: one for the Community and one for the Region. In Brussels there are 3: 2 for the Communities (1 for the Dutch-speaking Community and 1 for the French-speaking community) and 1 for the Region. See also: http://www.belgium.be/en/about_belgium/government/federale_staat/map] 

A simplified and adapted target group policy
The weak position of different groups in the Belgian labour market is primarily related to its general functioning. Which led in recent years to a strong segmentation: the "insiders" can count on attractive, well-paid and well-protected jobs. The "outsiders" are faced with high barriers to enter the labour market, and when they succeed, they are often found in jobs with less security and high flexibility, resulting moreover in a less favourable social security status in case of job loss.
In order to remedy this, first and foremost the general functioning of the labour market needs to be improved. The groups that are the least well integrated now, primarily the low-skilled, shall thus benefit the most. The job creation that will result from the tax reform and sustained wage moderation including the measures within the framework of the 'agile, viable work' agenda are therefore crucial. In addition, specific groups need an extra push. That goes for newcomers and people of foreign origin. As part of the recent Sixth State Reform, every region has selected a limited number of target groups for which there are reductions in social security contributions. In this way, employment policy can be more strongly adapted to the regional labour market situation. To ensure the consistency and coherence of this policy, a cooperation agreement will be concluded this year between the regions.
Wallonia focuses its initiatives on low and medium-skilled young people who are unemployed for more than six months, the long-term unemployed and the older workers (55+). Flanders has also picked the low- and medium-skilled youths and workers older than 55 as the main target groups, and included the disabled as well. Brussels will firstly implement a thorough analysis of the former federal measures before reforming it. However, the conditions for granting social security contributions reductions for older workers (55+) have been redefined. The German-speaking Community also focuses on low and medium-skilled young people and older workers (55+), and included the disabled as well. The new measures will be starting this year or early next year.
An improved match between education and labour market
Through industry-level collective agreements a system of ingrowth jobs has been introduced. Half of the contribution for risk groups must now be allocated to initiatives aimed at providing a first job for young workers through training in the workplace, recruitment incentives or other measures. 40 sectors have already concluded a collective labour agreement on this. Moreover, an intersectorial budget of 12 million euros financed by the sectors that do not take any initiatives enables to cover 13 additional sectorial projects during the period from 2015 to 2016. These initiatives help in total over 8,000 young people find a first job.
Education and lifelong learning on the one hand, and the labour market on the other are too often two very separate worlds. The Regions and Communities are aware that much more than is the case today bridges will have to be built. Therefore in recent years the necessary consultation structures have been set up, agreements have been concluded and the existing networks of the joint training centres have been strengthened. Furthermore, work was done in the field of the identification of the training needs to fill in today's and tomorrow’s bottleneck vacancies and agreements were made on improved cooperation, for example in the context of the definition of the learning objectives in education (the "end terms" in the Flemish Community) or by defining the priority areas for industrial policy (the "clustering" in the Walloon Region). This work should now translate into greater cooperation in practice.
This requires, in the first place, a common framework. Therefore a qualification structure has been developed by the Communities and Regions, so as to establish systematically for any profession the necessary qualifications, thus rendering it possible to use them throughout all education and training levels and in the workplace, or for other acquired prior learning. In this way the European Recommendation on the validation of non-formal and informal learning into practice is implemented.
Concretely in the first place all combinations of work and training are strengthened. Starting from the dual learning in secondary education, scheduled to become a strong and positive pathway in learning. The French Community, the Walloon Region and the French Community Commission have developed a uniform contract for the young people in question, while the Flemish Community works towards a uniform status as well. In addition the necessary quality guarantees have been developed, aiming first and foremost at an adequate preparation for the labour market. The German-speaking community continues to build on its strong tradition in this area and further expands the number of professions that can be taught through dual learning.
The training policy pays particular attention to entrepreneurship and to the so-called "STEM" (Science, Technology, Engineering, Mathematics) qualifications, especially targeting girls and young people with a disadvantaged socio-economic background, and focussing the further training of teachers and the updating of the equipment in technically oriented schools.
Just as was the case for the target group measures, the remaining forms of training aid were also transferred to the Regions and Communities. This permits to achieve a greater synergy and improved co-ordination of the various forms of aid. Thus the Flemish Community plans to bring existing tools under a single framework, and the Walloon Region is working together with the social partners on an integrated system. The federal government remains responsible for the training efforts to which the social partners have committed themselves. In order to set a new target, the Government will start a discussion with the social partners based on the recent report of the Expert Group on Competitiveness and Employment.

Structural reforms of the labour market
In April 2016, the government approved a plan to modernise labour law within the framework of the “Agile, Viable Work” project. This will be submitted as a bill to the council of ministers before the summer break (i.e. before July 2016), after consulting the social partners[footnoteRef:4]. The objective of the bill is to modernise labour law, create additional possibilities for firms concerning work flexibility and stimulate viable work for workers. [4:  This consultation is currently ongoing (9/8/2016)] 

The bill will be voted in Parliament in the autumn of 2016 so that the legal framework will enter into force before the start of the cross-industry and sectoral negotiations for the period 2017-2018.
1. The general measures, to be directly applied by firms, relate to the adjustment of the reference period for the calculation of the average weekly working time (1). The statutory period will be changed to 1 year, whereby the daily working time may not exceed 9 hours and the weekly working time may not exceed 45 hours. The minimum internal limit is 143 hours, unless other-wise agreed within the sector concerned. Moreover, all workers get a credit of 100 overtime hours per year (2) which they do not have to compensate, but which they can convert into cash or record in their career account. In addition, investments in training (3) are and remain important for every firm. The current cross-industry objective of 1.9% of the wage bill is converted into a cross-industry objective of five training days on average per fulltime equivalent. This replaces the current training efforts requirement of 1.9% of the wage bill. In the absence of a sectoral labour agreement or of an individual training account, each worker enjoys an individual right to training each year.
For all sectors, this individual right to training consists of 2 days per fulltime equivalent, calculated at firm level.
Finally, a legal framework will be developed for granting and determining the workers’ rights e.g. concerning the reimbursement of expenses and the insurance of accidents at work, as well as an administratively simple system for occasional telework (4) during one or several working days or during part of the working day.
2. The bill will also contain a set of measures, some of which can be chosen and activated by the sectors. For example, sectors can make use of departures from the legal basic schemes generally in force. This is an overall reform of working times (1), with a role for the sectors and subsidiarily for firms. It will be possible to depart from daily and weekly working time limits to raise them to 11 hours and 50 hours respectively and to set the start of night work at 22:00 at the latest. The working time rules determined by the law, the sector and the firm (according to the departures provided by the law) will be materialized in the work schedules mentioned in the working regulations. The reference period of 1 year can be extended within a sector to a maxi-mum of 6 years for activities to be specified by law, so that the working time can match the production cycle (generalization of the plus/minus account system).
The possibility for temping agencies to conclude open-ended contracts (2) will also be provided. This offers job and income security to agency workers and allows temping agencies to work with a partially stable workforce of which they know the expertise and experience.
The reform of the employers’ grouping system (3) is the third measure. This allows firms to collectively hire workers. The social partners are currently studying this measure.
The regulation of part-time work is simplified (4). Along with a series of administrative simplifications, this implies that changes brought to the work schedule at the worker’s request are no longer considered as overtime potentially subject to additional pay. The existing notification deadlines exceeding the minimum of 1 day regarding the work schedule determined in sectoral labour agreements, are maintained. The use of the overtime credit will also be made more flexible.
Concerning the career savings account (5), it will be possible, in a first phase, to agree, at sector level, on a framework for saving holidays and overtime hours at firm level. The sector deter-mines which days can be saved up, the period during which they can be saved up and the way by which workers can take up these days. In the absence of a sectoral agreement and provided a request has been filed by a representative organisation at sector level or by an individual firm to the president of the joint committee to which the firm is subjected, a collective agreement may be concluded at firm level.
The law proposals concerning the adjustment of leave schemes (6), currently discussed in the Parliament, will be supported by the government, provided they are neutral for the budget. Additionally, and equally within a budget-neutral framework, the entitlement to (an allowance for) time credit motivated by care for a family member has been extended with 3 months and the entitlement to (an allowance for) time credit motivated by palliative care with 1 month.
The bill concerning flexible work schedules (7) will be adapted according to the advice of the social partners. As a consequence, workers will enjoy more flexibility for choosing the time they start and stop working.
Finally, it will be possible for workers to give some of their holidays (8) to colleagues whose children are very ill.
In the horeca-sector, it has become possible as from December 1, 2015 to employ at cheap rate a worker who already has a job elsewhere (at least 4/5 of full-time working hours). Meanwhile, declarations for one or more days have been made for more than 10,000 workers. Moreover, the amount of overtime performed in this sector may be extended. Moreover, in order to encourage e-commerce activities, also additional opportunities for night work have been created. In trading, food, distribution and the logistic sectors, sectorial collective agreements have been concluded that allow at company level night work for such activities.
2.2 UNEMPLOYMENT INSURANCE
The unemployment insurance scheme was originally founded by the trade unions. It was a private scheme that provided a replacement income in case of unemployment of their members. After the second world war (1940-1945) the scheme was nationalized and from then on financed by the general budget. The three major trade unions however remained and still remain an important actor as they are entitled to act as payment institution for the unemployment benefits. 
Alongside the trade union’s payment institutions the Belgian government founded, in 1952, an independent payment institution thus avoiding that you had to become member of a trade union in order to receive an unemployment benefit.

Organizational structure

Currently the National Employment Office is the institution responsible for the granting and control of unemployment benefits. The payment of the benefits is in the hands of the three major trade unions and the independent governmental payment institution.
The competences related to direct service to jobseekers and providing vocational training are regionalized: in Flanders the VDAB (Flemish public employment service) is competent for both direct service to jobseekers and vocational training; in Wallonia the FOREM (Walloon public employment service) is competent for both direct service to jobseekers and vocational training; in the German community the ADG (German public employment service) is competent for both direct service to jobseekers and vocational training.
In the Brussels region the situation is more complex: Actiris (Brussels public employment service) is competent for direct service to jobseekers (for both Dutch and French speakers); VDAB (Flemish public employment service) is competent for providing vocational training for Dutch speaking jobseekers and Bruxelles Formation is competent for providing vocational training for French speaking jobseekers.

The National Employment Office is governed by a management committee consisting of representatives of employers and employees (trade unions) and of the federal government.

Financing

The unemployment insurance scheme is financed through contributions paid on earnings. In 2015 the total amount of unemployment-related expenses of the National Employment Office amounted to 8.571.000.0000 €. 

Benefits

There are three paths a claimant can follow to enter the unemployment benefit system:
A. On the basis of paid employment in the past: in this case the claimant will have to proof a certain amount of working days within a certain timeframe[footnoteRef:5] [5:  Person younger than 36 years old: 312 days in 21 months before the claim / 468 days in 33 months before the claim / 624 days in 42 months before the claim. 36-49 years old: 468 days in 33 months before the claim / 624 days in 42 months before the claim / 234 days in 33 months before the claim + 1.560 days during 10 years right before the 33 months / 312 days in 33 months before the claim + for each day missing to reach 468 days 8 days worked in the 10 year right before the 33 months count as one day. 50 years and older: 624 days in 42 months before the claim / 312 days in 42 months before the claim+ 1.560 days during 10 years right before the 42 months / 416 days in 42 months before the claim + for each day missing to reach 624 days 8 days worked in the 10 year right before the 42 months count as one day.] 

B. On the basis of completed studies: claimant is between 18 and 25 years old and has completed secondary schooling (or higher). Completed studies means that claimant has attended the courses and took the tests. The claimant does not have to successfully pass the tests unless he is younger than 21 years old at the moment he claims the benefit. If the claimant younger than 21 years old did not pass the tests (so he has not successfully completed his secondary schooling) he can only claim the benefit once he turns 21 years old. All claimants that claim a benefit after studies have to wait 310 days (excluding Sundays) before receiving the benefit
C. On the basis of having benefitted in the past from unemployment benefits: once you have received the unemployment benefit (even if it was only for one day) you can reopen the right afterwards regardless if you have worked after receiving the benefit or not.

In order to receive benefits the claimant also has to satisfy the following conditions:
· Being unemployed involuntarily and without income
· Be registered as a jobseeker with the regional public employment service (VDAB, FOREM, Actiris or ADG – see above)
· Be and remain available for the labour market
· Be physically fit for work
· Reside in Belgium

Replacement income

In situation A and C the amount is calculated on the basis of 3 criteria:
1. Household situation: claimant is living alone / living together without parental or familial obligations / living together with parental or familial obligations.
2. The amount of the last wage the claimant earned: this amount is limited to 2.547,39 € for the 1st until and including the 6th month of unemployment. This amount is lowered from the 7 month until 12th to: 2.374,21 €. From the 13th month for persons living together (with or without parental/familial obligations): 2.218,65 €. From the 13th month for persons living alone: 2.170, 36 €.
3. The claimant’s employment history: the amount of working days

The amount of the unemployment benefit decreases over time. 

Year 1
Month 1-3: the claimant receives 65% of last wage, limited to the maxima cited here above.
Month 4-6: 60%
Month 7-12: 60%

Year 2 up to maximum year 4
This period starts with 2 month + 2 month for every year of proven employment (based on the employment history). It cannot exceed 36 months (3 years).
The first phase consists of maximum 12 months: 2 months (standard) and 10 months (based on employment history). In this phase the claimant receives:
· If the claimant is living together with parental or familial obligations: 60 % of the last wage, limited to the maxima cited here above (2.218,65 €)
· If the claimant is living alone: 55% of the last wage, limited to the maximum cited here above (2.170,36 €)
· If the claimant is living together without parental or familial obligations: 40 % of the last wage, limited to the maxima cited here above (2.218,65 €)
The second phase consists of maximum 24 months (4 times 6 months): in this phase the unemployment benefit is in 4 steps lowered to a flat rate benefit

At the earliest in year 2 and at the latest in year 5
In this period the claimant receives a flat rate benefit, solemnly based on the household situation.

Situation B is different.
In this case the claimant receives a flat rate benefit depending on the household situation:
· If the claimant is living together with parental or familial obligations: 1.150,24 €/month
· If the claimant is living alone: younger than 18 years old: 326,82 €/month. 18-20 years old: 513,76 €/month. 21 years old and older: 850,98 €/month.
· If the claimant is living together without parental or familial obligations: younger than 18 years old: 277,42 €/month. 18 years old and older: 442,78 €/month.
· If the claimant is living together without parental or familial obligations but its partner only has a replacement income: younger than 18 years old: 293,54 €/month. 18 years old and older: 471,64 €/month.

Effective date and length of award.

Payment begins in situation A and C once all conditions are met. In situation B there is always a waiting period of 310 days (excluding Sundays). 
The benefit payments are not limited in time.


2.3 MIGRANT WORKERS
Access for migrants to social security and healthcare in Belgium is closely linked to the socio-economic context, with the initial objective being to facilitate immigration of foreign workers in Belgium to fill workforce needs. 
For social insurance programs, the general rule is that everybody who works and resides legally in Belgium, is entitled to social security benefits, provided that they fulfil the general conditions of eligibility such as waiting periods and minimal contributions. 
When it comes to social aid or guaranteed minimum resources, all legally resident immigrants are covered by the residual social aid program, but depending on their status, will be excluded from some specific sub-programs.
In accordance with the principles of freedom of movement and equality of treatment, European nationals affiliated to the social security system in Belgium benefit from the same rights as Belgian nationals.
In addition to European instruments for the coordination of social security legislation, Belgium has signed bilateral agreements for social security coordination with the aim to facilitate worker mobility and guarantee continuity of social security rights (both for foreign workers in Belgium and Belgian workers abroad). 
25 agreements of this type have been signed between Belgium and third countries, as part of economic relations that have varied over time. The first agreements aimed to facilitate the immigration of a foreign workforce to Belgium and ensure that those workers received certain benefits, notably old-age pensions, when they returned to their home country.

3. UNIVERSAL COVERAGE AND ADAPTATION TO MOBILITY
3.1 RELATIONS BETWEEN SOCIAL SECURITY AND EMPLOYMENT POLICIES
The Belgian social security system is a hybrid system, containing both bismarckian and beveridgean elements. Pensions for example are based on the contributions paid during the whole career (Bismarckian) but everyone is entitled to get part of their health care expenses reimbursed (Beveridgean).
The social assistance system in Belgium is also Beveridgean: everybody is entitled to receive social assistance benefits.

Belgian social protection expenditure expressed in percentage of GDP is 19,7 % for 2014[footnoteRef:6].  [6:  source: http://www.indicators.be/nl/indicator/sociale-zekerheid-sociale-uitgaven ] 

Social protection financing relies predominantly on contributions based on salaries (61,5 % in 2014). 
Among contributions, so-called employers’ contributions represent 38.7 % and employees’ contributions 22.7 %. 17,9 % was sourced from the revenues of the value-added tax[footnoteRef:7] (a percentage of these revenues are used for financing social protection expenditure). 20.7 % came from the general budget.  [7:  The value-added tax is a consumption tax that is placed on a product whenever value is added at a stage of production and at final sale] 

In 2015 total expenditure on social protection amounted to 68.657.000.000 € while the total of contributions and alternative financial sources amounted to 69.024.000.000 €.

The level of unemployment in Belgium is currently at 8.5%. This is slightly below the EU 28 average of 8.6 %.
The Government has over the years alleviated the burden of employers’ contributions with the objective of generating employment. At the moment there is on the one hand a structural deduction in place which is calculated on the basis of the wage, the type of employment and the actual amount of working days of the employee. This structural deduction is calculated on the basis of the 3-monthly statement of the employer’s social security contributions. This deductions ranges from 400 to 471 € per employee (per 3 months).
On the other hand specific deductions are in place for specific target groups. These target groups are: older persons (57 years old and older), younger persons (until 18 years old / until 19 years old and low-skilled / low-earning youngsters between 19 and 30 years old), persons that are employed by first-time employers (the employers that are employing persons for the first time are benefitting from reductions for the 1st, 2nd and 3rd employee), long-term unemployed persons, employees that are employed by an employer that decides to reduce their working hours and for employees that have worked for an enterprise that went bankrupt (contributions are reduced for their new employer).

The Government is also keen to control the overall level of social security expenditure. To this end the government has for example started major pension reforms (see point 5), has tightened the conditions to be fulfilled in order to receive unemployment benefits and has temporarily suspended the indexation mechanism[footnoteRef:8].  [8:  In 2015 the federal government has prevented an automatic indexation. This prevented all wages and social assistance benefits from increasing with 2%. The indexation mechanism is an automatic system that links all wages and social assistance benefits to the actual cost of living in Belgium.  ] 

3.2 UNIVERSAL COVERAGE
The Belgian social security system started to develop at the end of the 19th century with first laws on old-age pensions and wage protection.
In the beginning of the 20th century an insurance against accidents at work was put in place. These first systems were voluntary with the government subsidizing the entry into the insurance scheme. 
Afterwards the insurance became obligatory for all workers. 
In the period before the Second World War the already existing insurance schemes were improved and social assistance schemes were put in place, in particular old-age pensions and survivor’s pensions were improved and child benefits put in place. These schemes were also made obligatory before the Second World War.
In 1944 these schemes (accidents at work, old-age pensions and survivor’s pensions and child benefits)  were improved and two new schemes were put in place: obligatory insurance against sickness and disability and insurance against unemployment. This was codified in the law of 28 December 1944, thus creating the general framework for social security for employees.

Some key dates in the early Belgian history of universal social security:
1895: first law on old-age pensions
1903: law with regard to accidents at work and compensation for the victims
1907: instalment of unemployment benefits
1924-25: compulsory pension insurance for all workers and employees
1930: instalment of child benefits for the self-employed and all employees
1944: law laying down the general framework for social security for employees and foundation of the National Social Security Office  
1956: instalment of old-age pensions for self-employed
1967: Self-employed have to pay social contributions for, and have access to, old-age pensions, child benefits and sickness insurance
1969: guaranteed income for the elderly and instalment of disability benefits

Belgium progressed quite quickly towards the goal of universal coverage. Compulsory pension insurance for workers and employees was already in place as early as 1925. But it was not until 1956 that self-employed were included in the compulsory pension insurance.
The insurance against sickness and disability that was made compulsory in 1944 guaranteed every person residing in Belgium financial compensation for health expenses and a replacement income in case of disability. From 1944 also unemployment benefits were available to everyone.

4. SOCIAL EFFICIENCY AND INCLUSIVE GROWTH

The efficiency of the Belgian social security system as a redistributive system is clearly shown when we compare the Gini-indexes describing the incomes of all Belgian households.
Three Gini-indexes are established on the basis of the following incomes:

- available income from paid employment, pensions and social transfers (orange line)
- income from paid employment, pensions and social transfers (before taxation) (dark blue line)
- Income from paid employment and pensions (before taxation and transfers) (light grey line)
[image: ]


As shown in the table above, social protection and taxation policies in Belgium decrease significantly the income inequality among Belgian households. The policies currently in place have also prevented an increase of income inequality in the period 2004 – 2014 despite sometimes challenging economic conditions.
Figures show that social security provisions and taxation policy account together for a 25% decrease in income inequality.

A Gini-index of 25.9 places Belgium in the 5th position in the ranking[footnoteRef:9] of EU countries, preceded only by Slovenia, Czech Republic, Sweden and Finland. [9:  Ranking on the basis of the equality of available incomes with Slovenia being the EU country with the highest income equality (Gini-index of 25).] 

The federal government is committed to increasing the social efficiency and ensure inclusive growth through the improvement of accessibility of the social benefit systems and by increasing the employment rate.
The federal government will make sure that social assistance and social security benefits evolve in the same direction as the general standard of living, in order to prevent an increase in income inequality.
The federal government will also raise all social assistance and social security benefits by 2%. 
The government has also raised the minimum pension for self-employed workers to the level of salaried workers.

5. SUSTAINABILITY AND FINANCIAL REFORM

The National Social Security Office (NSSO) is constantly monitoring the receipts as well as the expenses. This is called the National Social Security Office’s ‘Global Management’, in place since 1995.
The receipts are distributed among the different social security institutions on the basis of the perceived needs. These needs are actualized constantly. Together with the budgeted expenses for the next month the NSSO verifies for every day of the next month what will be the daily balance on her accounts. 
The NSSO manages daily surpluses or deficits by investing or borrowing, while complying with the regulations in place to prevent high-risk investments.
The NSSO also manages the reserves of the ‘Global Management’.

The NSSO reports to the ‘Management Committee of Social Security’. This Committee consists of representatives of employers, employees and the federal government.
It is also this committee that is responsible for reporting to the federal government, so the government can prepare the yearly budget and can ensure budgetary control.
To this end the committee provides information to the government about the evolution of receipts and expenses and about the balance.

In 2015, the consolidated social security expenditure exceeded receipts (employer’s and employee’s social security contributions) by 21.714.000.000 € (31,6 % of total expenditure). 
Therefore the federal government also earmarks a percentage of the receipts of the value-added tax for social protection expenditure (in 2015 this amounted to 5.555.000.000 €). In addition to that extra resources are attributed from the general budget.

Over the years the pension system has succeeded in guaranteeing social stability and has improved living conditions for retirees. The population of retirees at-risk-of-poverty has dropped from 23% in 2006 to 16% in 2014, thanks to an increase of the lowest pensions.

The federal government adopted a major reform of its pension system with the aim of reducing the difference between the effective and the actual retirement ages and raising the latter.
Until now the government has already implemented the following measures:
· Statutory civil servants will no longer have the advantage that the years they studied in order to obtain a degree which they needed to enter into public service are taken into account for the calculation of their pension. This so-called ‘bonification’ is fading out and will be no longer existing as from 2022 for a study period of 1-2 years, as from 2024 for a study period of 3-4 years and from 2030 for a study period of 5 years and longer.
Officials who would like their years of study to be taken into consideration when calculating their pensions will be asked to make a regularising contribution as is the case in the pension regimes for private-sector employees and self-employed persons. Taking this into account will therefore no longer be free of charge.
· Early retirement is no longer possible at 60 years old with a career of 35 years. The age limit is gradually increased to 63 years old with a career of 42 years (2016: 62 years / 2017: 62,5 years / 2018: 63 years). There are some exceptions for persons already having a longer career at the date of their retirement than is required (these persons can still retire at 60 years old)
· The retirement age is gradually increased from 65 years old to 67 years old (2025: 66 years old / 2030: 67 years old)
· Before the 1st of January 2015 persons that continued working after the date that they could retire received a higher pension (this was meant as an incentive to encourage persons to keep working). This bonus no longer exists as from 1/1/2015.
· Conditions for survivor’s pensions are tightened: currently you can be entitled to a survivor’s pension from the age of 45 years old. In 2025 the age is increased to 50 years old and in 2030 it will be 55 years old.

Moreover, to confirm the importance of a second pension pillar to complement the first pillar, the federal government took measures to assure all auxiliary pension stakeholders, that is, the employers, the sectors, the pension organisations and the workers, regarding the level of performance guarantee provided by the law from the employers and industries who offer workers an auxiliary pension. The level of this guarantee as set by the legislation presented a challenge to the pension organisations if they wanted to cover the performance guarantee paid by employers and industries given the low bond interest rates. The federal government, working with social partners, with effect from 1 January 2016, reviewed the level of the performance guarantee set by the law.
The federal government furthermore took measures allowing for payment of the auxiliary pension benefits only once the retirement conditions were met to prevent some from being tempted to leave the labour market and apply for their auxiliary pension benefits to wait, thanks to this income, for their pensions to start. Moreover, auxiliary pension plan provisions that encourage early retirement are prohibited.
The federal government decided, pursuant to the government agreement, to begin complementary structural reforms as from 2016.
Preferential bonuses (portion of career that gives more weight to the years worked as regards both the career condition for starting early retirement and the pension calculation), which certain categories of officials receive, will be reviewed when more favourable pension provisions for the functions that are recognised as heavy work are adopted following the discussion of this issue within the National Pensions Commission.
Public service employees, appointed as officials during their careers, may no longer include their years as public service employees in the calculation of their state pensions. From now on, they will receive a salaried employee’s pension for the years they were employed as public service employees and a public-sector pension for the years they were employed as officials after their appointment as such. Along with this reform, the federal government decided to adjust the legal framework for auxiliary pensions to foster its development for public service contractual staff. The federal government will set the example by offering an auxiliary pension with a sufficient contribution level to contractual staff of various public services under the federal State.
The automatic pension scheme for reasons of physical incapacity in the public sector, which hinders professional reintegration of staff members who benefit from it, will be replaced by a workers’ compensation scheme of the same type as that which exists for private-sector employees.
The condition that provides for an official to have at least five years of effective service to claim a public sector pension will be eliminated so that this condition is no longer a hindrance to staff mobility.
Finally, it is the intention to introduce, by the end of the government term, a retirement scheme based on points with adjustment mechanisms that correspond to demographic or economic evolution, like an increase in life expectancy or a change in the economic dependency ratio.
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