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1. The Belgian Economic Scene 

During the past two years, Belgium has pursued a recovery from the 

c r i s i s  of the seventies. A law furnishing the government with power t o  rule 

by decree enabled Prime Minister Martens's present administration to develop 

a policy of s t r i c t  austerity, aiming primarily a t  the restoration of the 

ccanpetitiveness of companies, the recovery of public finance and the re- 

duction of unemployment. Recovery and hanuonization of Social Security, 

topping off of higher incoms, increasing fiscal and related taxes and price 

control policy have been every-day topics. 

On March 30, 1984, a new recovery plan was introduced, extencling over 3 

years. This plan w i l l  skip one indexation of salaries in the amunt of 2% 

each year, which w i l l  be converted into an additional contribution to Social 

Security. For the period from January 1, 1982 t o  January 1, 1986, it is the 

government's objective to constrain the grmth of salaries to 14%, while 

a l lwing social security benefits a 24% grawth and raising the minimum of 

existence by 44%. 

These masures have kept inflation within reasonable bounds, and t rhwd 

welfare benefits, but have also slmed d m  the grawth of national inccine. 

On the other hand, important init iatives have been taken to encourage 

private enterprise, t o  regain the ccarrpetitiveness of ccanpanies, to stimulate 

shareholding and technological innovation and to create venture capital. In 

this light,  "Flanders' Technology" has been a big success. 

A l l  in a l l ,  Belgium is recovering slowly but steadily f r m  the cr is is .  

2. Regulations affecting the Actuarial Profession 

In the past two years, a few new regulations were issued that are of 

major importance to our profession: 



2.1 By various o f f i c i a l  circulars,  parli-tary Questions and Answers and a 

Royal Decree of March 1 2 ,  1982, the f i sca l  statute of the "Key Executive 

Insurance" [Assurance Dirigeants d' Entreprises - Bedri j fs-leidersverze- 

kering) was specified. This has given a new ingetus to th i s  fonn of 

insurance policy. This kind of insurance contract permits specific 

benefits for  death-in-service, r e t i r a n t  and occupational disabil i ty i n  

respect of one or  mre specified key executives, a s  w e l l  a s  in  respect 

of mnagers, directors and partners who do not have employee s ta tus  and 

who were, therefore, previously excluded f ran occupational pension 

benefit coverage. 

2.2 On January 31, 1983, a " f iscal  protocol" was established defining the 

conditions for the deductibility of contributions to group insurance and 

other pension s c h e ~ s ,  and allawing for greater legal security in th i s  

matter. The protocol requires a maximum r e t i r m t  incorne of 100% of 

adjusted average taxable income during the l a s t  f ive years of activity. 

This maximum retirement incorne includes payments f r m  Social Security, 

group insurance, other pension s c h a s  and "Key Ekecutive Insurance" 

contracts; only individual l i f e  insurance contracts are excluded. 

Contributions i n  excess of those normally needed to finance the 100% 

pension limit are  no longer deductible. Also the availabil i ty of loans 

and/or mortgages against these contracts has been severely restricted. 

2.3 The l imits  of deductibility of individual l i f e  insurance premiums were 

doubled by the Budgetary Law of December 28, 1983, which is expected to 

give a new inpulse to this insurance branch. 

2.4 A l a w  concerning the " H m n i z a t i o n  of the pension systems" was passed 

on May 15, 1984. It puts on a par -- to a certain extent -- the differ- 

ent  pension systems of wage earners, salaried employees, public servants 

and the self-employed and introduces a n h r  of new mves tawards the 

equal treatment of ~tlen and mmn. According to the new law a woman can 

be considered the head of the family and benefit £ram an old age pension 

a t  the "household" rate.  Widcws' pensions have been replaced by spouse 

pensions. The retirement ages for  men and warnen continue, however, t o  

be different, with n o m l  retirement a t  age 65 for  males and age 60 for 

f emles  . 



2.5 A m r e  ccanprehensive reform of social legislation has m r e  than once 

been a topic of general attention in the past two years, a s  a resul t  of 

the publication of several b i l l s  concerning this matter. A f i r s t  and 

f a i r l y  conservative b i l l  was put forward by the Minister of Social 

Affairs; another b i l l  was proposed by a Member of Parliament, and yet 

another by one of the g o v e m t  part ies involving a conversion £ran the 

present statutory social pension system based on "repartition" to a 

capital ization-orientd system, with a built-in three-pillar concept 

resembling the Swiss rrodel. The impulse given by the Royal Association 

of Belgian Actuaries i n  this mtter has been significant. 

2.6 A new "Life Insurance Regulation", which is meant to replace the old one 

within the framwork of the Control Law of 1975 and of the E.E.C. 

directives, has been prepared. This regulation i s  ready to be wacted 

except for  a few deta i ls ,  concerning m n g  other things the transfer of 

mathematical reserves from one insurance ccanpany to another or  to an 

autonmus pension fund. An entirely new i t e m  i n  this regulation -- by 

Belgian standards anyway -- i s  that a t  l eas t  part of the reserves for 

group insurance may n m  be b u i l t  up by mews of collective capi- 

tal ization,  a s  an alternative to individual capitalization and a s  a way 

to anticipate salary in£ lat ion through pre-financing. 

2.7 The regulation of non-insured pension plans has also became a topic of 

current interest and the present Minister of Econcmic Affairs is doing 

h i s  u m s t  to reach a f inal  se t t lemnt  on this pending issue as  soon as  

possible. This regulation has given r i s e  to much controversy concern- 

ing, m n g  other things, the establishmnt of control over those pension 

claims that, especially in the public u t i l i t y  sector, used to be defined 

a s  deferred capensation and, as  i n  the case of the public servants' 

pensions, for  which no assets were bu i l t  up. The proposed regulations 

on investments have a lso  el ici ted much protest. S o m  questions concern- 

ing the p l a m t  of the mathemtical reserves rennin unanswered, such 

a s  what portion of the assets  can be invested i n  foreign currencies and 

whether investnwts in rea l  estate should be official ly permitted. With 

respect to actuarial  methcds and a s s q t i o n s ,  it appears that  consider- 

able f lexibi l i ty  w i l l  be permitted to occupational pension schemes; 

hwever, minimum funding levels w i l l  probably be imposed. wted 

requirements a re  tha t  pension fund assets  must always exceed the 



actuarial present value of all accrued pensions. For this calculation a 

local mortality table muld be required and it seems that it will be 

acceptable to use an interest rate assumption higher than the 4.75% to 

be adopted by the insurance ccarrpanies. Surprisingly, the draft pension 

fund regulation does not include any mdatory vesting provision. The 

reason for this mission is that the Ministry of Eronomic Affairs is of 

the opinion that this mtter has nothing to do with the control of 

pension funds and should be referred to the Ministry of Labour. Final- 

ly, a relatively high contingency fund will have to be set aside by 

pension funds which provide death insurance and/or disability benefits. 

The purpose is to encourage -11 funds to insure or reinsure such 

risks. 

2.8 Certain types of insurance rratters are beyond the scope of these new 

regulations and remain without a proper legal status. This is true for, 

m n g  others, the regulation of the profit share distribution on life 

business; the regulation applicable to "Section 19" (life insurance 

contracts linked to invesmt funds) ; the regulation covering "Section 

20" (administration of collective pension funds by insurance ccanpanies) ; 

the regulation of the pension funds set up within the framework of the 

statutory pension schen-es; and the regulation of the pension funds 

established by associations of the self-employed and the professions. 

This last topic has in particular been the focus of considerable atten- 

tion in the recent past and initiatives for expanding and regulating the 

possibilities in this area can be expected in the near future. 

3. Professional Organization and Issues 

The consulting actuary profession is expanding, although there has not 

yet been a real breakthrough. This is related to the slawness with which the 

regulations on non-insured pension plans are being established. This 

tardiness also explains the waiting attitude adopted by business circles with 

respect to the taking of new initiatives. The wage rmderation regulations 

have acted as a brake on new initiatives as well. 

This does not alter the fact, however, that consulting actuaries are 

more active than ever before, and that. the profession is beaming mre widely 

known and is continuing to build up the credibility that it deserves. 



Besides the professional consulting actuaries, large nunhers of 

consultancy services associated with insurance companies, brokerage firms and 

banks are appearing in Belgiun, the activity of which is probably not harmful 

to the development of our profession. 


