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Economical overview 

The recession in Belgium which started in the second half of 1992, touched bottom 

in the first half of 1993 and seems to lose its grip on the economy. 

The composite businesscycle curve of the NBB moved up to -9.3 points in February 

1994 from a minimum of -26.9 points in May 1993. 

The relative improvement is only partially reflected in the unemployment trends 

from 14.4% in the third quarter of 1993 to 10.4% in January-February 1994. 

Belgium's general government deficit amounted to 7.2% of GDP in 1993 against 

7.1% in 1992. 

In order to adress the foreseable deficit of the national social security system, to 

shore up the competitiveness of Belgian business and to stimulate employment the 

government has introduced an austerity plan which is likely to have a strong 

deflationary impact in 1994. The global government deficit could be brought down 

to 6.1 % of GDP. 

Inflation was 2.4% in 1992, 2.7% in 1993 and is expected to increase to 3.2% in 

1994. 
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Non discrimination 

Although Belgium introduced in 1991 a nondiscriminating flexible retirement age 

between 60 and 65, the inherent calculation method still kept a different treatment for 

men and women. 

As a result of a ruling of the European Court stating that the difference in social 

security accrual rates is contrary to the EC principle of equality, the Minister of 

Pensions prepared a plan, which is under discussion, to gradually decrease the accrual 

rates for women to those applicable for men as from 2006. 

The EC directive on equal treatment, the Maastricht treaty and several European court 

decisions made a large number of employers switch from an integrated offset formula 

with a retirement age of 65 (M) and 60 (W) to a step-rate formula with a common 

retirement age of 65 for men and women. 

Life insurance regulations 

After several delays, the long expected Royal Decree of 17 December 1992 on 

insurance regulations came into force on January 1, 1993. 

The most important changes are 

- the classical group insurance contracts (branch 21) are allowed to use non- 

allocating funding techniques; 

- a new branch, branch 23, based on unit-linked products has been officialy 

admitted; 



- new mortality tables (1989-1990) have been introduced, reducing life assurance 

premiums and increasing annuity rates; 

- the insurance is allowed to apply different administration charges and profit 

participations according to the size and the individual experience rating of the 

plan; 

- insured plans have to offer immediate vesting, instead of the lowest of 5 year 

membership or 8 years service; 

- waiting periods before being admitted to join a plan are accepted, but not 

beyond the age equal to the normal retirement age -30. 

Social Security and tax measures 

The increasing public deficit forced the government to introduce various new 

regulations in 1992, 1993, 1994. 

- The social security contributions paid on the employer contributions to an 

insured scheme or self-administered funds were increased from 3.5% to 8.86% 

(July 1, 1992). 

- A special one-time tax of 1.4% on total contributions paid in 1991 to pension 

funds and insured schemes was levied in December 1992. 

- As from July 1, 1992 the employee social security contributions on salary have 

increased from 12.07 % to 13.07 % . 



- The social security contribution on pensions has been increased from 2.55% to 

3.55% as from October 1992. 

- A premium tax of 4.4% has to be paid on all contributions to a pension fund as 

from January 1, 1993. 

- The 50% deductibility of the tax of 9.25% levied on the dividend allocation 

from insurance companies has been abolished as from January 1, 1993. 

- The total tax deductibility of the employee contributions has been replaced by 

a tax-credit on contributions paid as from January 1, 1993. The taxcredit is 

equal to the enhanced average tax rate applied in the previous year with a 

minimum of 30% and a maximum of 40%. 

- As compensation, lump sum benefits, built up by this reduced tax advantage, 

will only be taxed at 10% instead of the normal 16.5%. 

- A crisis tax of 3%, levied on the normal income tax, has been introduced since 

January 1, 1993. 

- As from January 1, 1995 a solidarity contribution will be levied on social 

security pensions of 0% to 2% (2% for a monthly pension exceeding BF 80,832 

for a married couple). 



Austerity plan of December 24, 1993 

The law of January 6, 1989 allows the government to take all measurements to restore 

the competitiveness of the Belgian economy. 

On the initiative of the Belgian Prime Minister, the government laid down various 

measures in their Global Plan published as a Royal Decree on December 24, 1993 : 

- income moderation; 

- flexible labour contracts for unemployed under age 30; 

- encourage companies to set up company plans to distribute work; 

- . strong reduction in social security contribution when hiring the first employee. 

Besides the introduction of a new index (excluding tabacco, alcohol, fuel), causing an 

immediate delay of social security and salary adjustments for several months, the main 

item consists of a restricted increase of remunerations and benefits for the period 1994- 

1996. 

The restriction related to benefits summarizes as follows : 

- no new benefit can be granted in 1994, unless it has been agreed by collective 

agreement, submitted before November 15, 1993; 

- employer contributions to supplementary plans paid in 1995 and 1996 cannot 

exceed those paid in 1994, unless it is to maintain the level of benefits promised 

in 1994 according to an agreement laid down before November 15, 1993 or a 

plan that existed before November 15, 1993. 



Insurance companies-asked more clarification and more flexibility. After the reply of 

the Minister it is clear that : 

- companies, existing before November 15, 1993, without any pension plan, 

cannot introduce a new plan; 

- benefits may improve at the expense of the employee; 

- plan changes, even with an increased cost, are acceptable to equalise benefits for 

men and women; 

- cost increases are acceptable to maintain the plan benefits; 

- companies established after November 15, 1993 can still set up a benefit plan. 

The Council of Ministers has agreed that for 1995 and 1996 the benefit limitation could 

be reviewed in the light of the expected general pension reform. 

This austerity plan has definitely enforced the competition between insurers and 

investment managers in an environment where the major part of the expansion can only 

be realised by picking away from the competitors. 



Actuarial profession 

We believe that the need of actuarial service is growing : 

- the variety and complexity of insurance products needs more guidance; 

- the increasing social security and tax levies on benefit plans, forces the 

companies to be more efficient by reducing the complexity of the plan, by 

selecting the most suitable funding vehicle, . . . 

The control legislation has for the first time recognized the actuarial profession by 

defining a specific task for the "recognized actuary" in insurance companies. 

The Belgian Association of Consulting Actuaries continued to grow currently to 25 

members. At present, the associaton is looking for a better cooperation with the ARAB 

(the Belgian actuarial association). 


