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Introduction

As in many European countries, Belgium’s response to the economic crisis
has been to follow the European Commission’s (EC) austerity orthodoxy.
There has though been much debate over how to tackle the crisis and the
choice between austerity and growth. Belgium Prime Minister Elio di Rupo
has questioned the EC’s commitment to austerity and has raised concerns
regarding the imbalance between growth and austerity.! However, internal
political tensions have made it difficult for Belgium to promote this argument
at a European level. As a result, the government has resorted to tried-and-
tested formulas, with only sporadic discussions on alternatives that might
lead to sustainable growth.

Although the government is proceeding modestly, attempting to find a
balance between austerity measures and stimulating growth, the Belgian
model of social security and social protection is under pressure. Cuts to
public spending threaten to further widen the chasm between the haves
and the have-nots and drive more people into poverty.

A blend of measures

The economic crisis is certainly having an effect on Belgium; a country with
one of the most open economies in the world. Whereas Belgium started the
millennium with a reasonably stable balance between expenditure and
government revenue, by 2009 it was confronted with a debt ratio of -5.7 per
cent.? The instability of the Belgian government and political tensions over
drawing up the budget resulted in the country coming under scrutiny from
rating agencies. When drawing up the April 2013 budget, a nominal
balance was proposed by 2016. This means that between 2012 and 2015,
a further 2.7 per cent (equal to €10bn) will need to be saved® in order to
strike a balance between taxes and savings in public spending. In practice,
this will be achieved through a virtually equal division of one-third austerity,
one-third new taxes and one-third windfalls and/or one-off interventions.
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Failure to tackle inequality and poverty

Inequality has not altered significantly in Belgium over the past 25 years.
The Belgium Gini co-efficient (the indicator that gauges inequality in a
country) has remained at or slightly above 0.26 since the mid-1990s.*
However, incomes in Belgium are unevenly distributed and the gap between
rich and poor has never been greater. Between 1990 and 2009, the poorest
30 per cent saw their share in net taxable incomes fall (from 11.2 to 8.3 per
cent), while the richest 10 per cent saw their share increase (from 27.3 to
31.9 per cent).” Social security and welfare payments are usually too low to
enable recipients to actively participate in society. The living wage and the
minimum unemployment benefit are not enough for families who rent
privately.

In March 2013, Belgium’s unemployment rate was 8.5 per cent, up from 7.0
per cent just nine months earlier.® Youth unemployment’ had risen to 24.6
per cent by July 2013, an increase of 6.2 percentage points since December
2011.2 The time required for young people to qualify for unemployment
benefits after graduating from school has been extended from nine to 12
months, and the introduction of tapered unemployment benefits, where
recipients’ allowances are quickly reduced to the minimum benefit level,
means that unemployed adults below the age of 25 are falling more quickly
into poverty.

According to the EU Statistics on Income and Living Conditions (EU-SILC)
2010 survey, 15.3 per cent of Belgium’s population in 2011 was at risk of
falling into poverty (in Flemish-speaking Flanders, the wealthiest region in
Belgium, this was 9.8 per cent, whereas in Wallonia, a poor French-speaking
region this was 19.2 per cent).’ These relatively stable poverty figures
obscure a burgeoning group of people who, due to the crisis, have fallen on
hard times. In 2012, nearly one in seven Belgians™ had to make ends meet
with a monthly income that was lower than the official poverty threshold
(€1,000 for a single person or €2,101 for a couple with two children)."
Twenty-one per cent of the Belgian population are at risk of poverty or social
exclusion, according to the new European poverty indicators, which consider
people confronted by at least one of three risks (monetary poverty, serious
material deprivation or low work intensity).** At 38.5 per cent, single-parent
families are the most at risk of poverty. Another 5.7 per cent of the population
lives in serious material deprivation (according to the European definition).
The risk of poverty is higher for women (16 per cent) than for men (14.6 per
cent).*®

Austerity measures have meant that migrants living in Belgium are also at a
greater risk of poverty. Around one-fifth of north-western and southern
Europeans living in Belgium live below the poverty-risk threshold.** Among
eastern Europeans and non-Europeans living in Belgium, the risk of poverty
is around three times greater than it is for Belgians. In Flanders, the number
of people benefiting from food aid has increased by 18,000 over the last 10
years. In 2011, food aid reached more than 225,000 people. Private
organizations are increasingly offering assistance to the homeless and those
without papers; however, support for initiatives by local health centres and
co-operative groups is often inconsistent.

The number of bankruptcies has risen since 2008. Between November 2012



and May 2013, almost 6,000 bankruptcies were recorded, an increase of 13
per cent on the same period a year earlier.*

Belgium’s aid commitments under pressure

Belgium is further than ever before from meeting its international obligations
on Official Development Assistance (ODA). Various governments have cut
ODA significantly in recent years, each time further distancing Belgium from
its 0.7 per cent obligation and its explicit commitment to achieve this goal by
2010. In 2011, Belgium dedicated 0.54 per cent of its gross national income
(GNI) to ODA." New cuts have reduced this to 0.47 per cent by the end of
2012.* It should be noted that ODA calculations can be problematic, as
government figures include non-development related spending such as
migration, debt relief or defence-related spending. By removing debt relief
from the official figure the percentage of GNI given as ODA in 2012 drops to
0.43 per cent. In March 2013, the Belgian government announced an
additional cut in ODA of €25m.'® Observers are alarmed by this, particularly
as further budget tightening is scheduled for the end of 2013, with major cuts
due to be announced in order to comply with EC austerity plans.

An equitable tax system?

Belgium has the third-highest tax levels in the EU, after Denmark and
Sweden.™ The structure of the Belgian tax system, in terms of the share of
revenue raised by the main categories of taxes,?® has remained relatively
stable since 2000. The implicit tax rate (ITR) on consumption has been
stable since the beginning of the economic crisis at 21 per cent. Belgium
imposes heavy taxes on labour with an ITR on employed labour of 42.8 per
cent, the highest in the EU. The ITR on capital increased from 29.5 per cent
in 2000 to 32.9 per cent in 2006, after which it declined to 28.7 per cent in
2010 to rebound to 30.3 per cent in 2011. The 2011 figures thus show us that
labour in Belgium is subject to far more taxes than capital, which leaves
space for a structural change towards greater imposition on capital.*

Revenues from environmental taxation have declined as a percentage of
GDP since 2005. In 2011 environmental tax revenue amounted to 2.1 per
cent of GDP, below the EU average (2.4 per cent). Revenues from energy
taxation are the second lowest in the EU (1.3 per cent compared to an EU
average of 1.8 per cent). There are no wealth taxes in Belgium. In order to
allow the social security system to achieve the required redistribution of
resources, a better balance must be found between the tax on labour, capital
and the environment. In terms of equity and sustainability, capital, wealth and
environmental taxes can be expected to bear a higher burden in future.

Conclusion

In its response to the financial crisis, the Belgian government has opted for a
blend of measures that are failing to prevent inequality from increasing and
the poverty gap from widening. At the same time, pressure on Belgium’s
model of social security and social protection is growing. There appears to be
a greater margin for asking the better-off to take a greater share in the effort
of making public finances healthier again.
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