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BELGIUM

BACKGROUND: Belgium is a federal state with three culturally different regions: Flanders, Wallonia, and 
the capital city of Brussels. Brussels also serves as the headquarters of NATO and the European Union. The 
center-right New Flemish Alliance won a plurality in the May 2014 federal elections, the first since electoral 
reform, and is part of a coalition government. Charles Michel of the liberal francophone Reformist Move-
ment Party is Belgium’s youngest prime minister since 1845. Neighboring countries have a strong political 
and economic impact on Belgium. Terrorist attacks in March 2016 have cost the nation billions in additional 
security measures and lost business and tax revenue. Tourism has been particularly affected.

Generally friendly to free-market competition, Belgium’s 
economy has long benefited from openness to global trade 

and investment. Among the notable reforms instituted during 
the past two years to address fiscal weaknesses and enhance 
competitiveness are pension reforms raising the retirement 
age and gradually reducing the employers’ social secu-
rity contribution.

However, lingering structural weaknesses persist. The tax system 
is burdensome, and the extensive welfare state is supported by 
a high level of government spending. Belgium’s public spending 
rate (around 55 percent of GDP) is among the world’s highest. 
Government debt is now larger than the size of the economy. 
Despite some progress, labor market rigidities impede produc-
tivity and job growth.

NOTABLE SUCCESSES:
Trade Freedom, Investment 

Freedom, and Monetary Stability

CONCERNS:
Government Spending, Tax Burden, 

and Labor Freedom

OVERALL SCORE CHANGE 
SINCE 2013:

–1.4

POPULATION: 
11.2 million

GDP (PPP): 
$494.1 billion
1.4% growth in 2015
5-year compound 
annual growth 0.9%
$43,585 per capita

UNEMPLOYMENT: 
8.7%

INFLATION (CPI): 
0.6%

FDI INFLOW: 
$31.0 billion

PUBLIC DEBT: 
106.3% of GDP
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Property rights are well protected by law. Laws 
are well codified, and the independent judicial system 
functions slowly but professionally. Enforcement 
of intellectual property rights can be protracted. 
Corruption is relatively rare, and government efforts 
to address underlying fiscal and competitiveness 
weaknesses should further reduce opportunities for 
rent-seeking. The government prohibits and pun-
ishes bribery.

The top income tax rate is 50 percent, and the top 
corporate tax rate is 34 percent. Other taxes include 
a value-added tax and an estate tax. The overall tax 
burden equals 44.7 percent of total domestic income. 
Government spending has amounted to 54.9 percent 
of total output (GDP) over the past three years, and 
budget deficits have averaged 2.9 percent of GDP. 
Public debt is equivalent to 106.3 percent of GDP.

The overall regulatory environment is efficient and 
transparent. With the cost of establishing a company 
reduced, starting a business takes less than five 
days and procedures. Employment regulations have 
gradually become less burdensome, but the nonsalary 
cost of hiring a worker remains high. The center-right 
federal government has focused on improving public 
finances (for example, by cutting subsidies on diesel 
fuel in 2016).

Trade is extremely important to Belgium’s econ-
omy; the value of exports and imports taken together 
equals 167 percent of GDP. The average applied tariff 
rate is 1.5 percent, and there are relatively few barriers 
to trade and investment. Since the financial crisis that 
resulted in the restructuring of Dexia and Fortis banks, 
the banking sector has become smaller. However, it has 
recovered its resilience, and the number of nonper-
forming loans remains low.
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