BELGIUM

The OECD Regional Outlook reviews recent trends, policy developments, and prospects across OECD

regions, including the underlying causes driving regional inequalities in performance and well-being.
The report offers evidence, guidance and policy recommendations on how to improve competitiveness
and productivity, promote inclusive growth, accelerate the net-zero transition and raise well-being
standards through effective regional development policy and multi-level governance.

Territorial definitions

The data in this note reflect different sub-national geographic levels in OECD countries. In particular,
regions are classified on two territorial levels reflecting the administrative organisation of countries:
large regions (TL2) and small regions (TL3). In Canada, TL2 corresponds to the provinces and
territories.

Small regions are classified according to their access to metropolitan areas (Fadic et al. 2019). The
typology classifies small (TL3) regions into metropolitan and non-metropolitan regions according to
the following criteria:

Metropolitan regions, if more than half of the population live in a FUA. Metropolitan regions
are further classified into metropolitan large, if more than half of the population live in a
(large) FUA of at least 1.5 million inhabitants; and metropolitan midsize, if more than half
of the population live in a (midsize) FUA of at 250 000 to 1.5 million inhabitants.
Non-metropolitan regions, if less than half of the population live in a midsize/large FUA.
These regions are further classified according to their level of access to FUAs of different
sizes: near a midsize/large FUA if more than half of the population live within a 60-minute
drive from a midsize/large FUA (of more than 250 000 inhabitants) or if the TL3 region
contains more than 80% of the area of a midsize/large FUA; near a small FUA if the region
does not have access to a midsize/large FUA and at least half of its population have access
to a small FUA (i.e. between 50 000 and 250 000 inhabitants) within a 60-minute drive, or
contains 80% of the area of a small FUA; and remote, otherwise.

Disclaimer: https://oecdcode.org/disclaimers/territories.html



https://www.oecd-ilibrary.org/urban-rural-and-regional-development/oecd-regional-outlook_2dafc8cf-en
https://oecdcode.org/disclaimers/territories.html

Overview

Population and territory

11.681.087 (23 January 2023) - 30 530 km2

Administrative structure
(unitary/federal)
Regional or state-level
governments (number)

Intermediate-level governments
(number)

Municipal-level governments
(number)

Federal
6 federated entities: 3 regions and 3 communities

o  The Flemish Region (Viaams Gewest) represents 44% of the Belgian
territory and 57.9% of its population
e The Walloon Region (Région Wallonne) accounts for 55% of the area and
31.4% of the population.
o The Brussels Capital Region (Région de Bruxelles-Capitale, Brussels
Hoofdstedelijk Gewest) accounted for 0.53% of Belgian territory but 10,7 %
of the total population in 2023.
The three communities cut across the regions. In particular, the Flemish Community
comprises all the inhabitants of Flanders and Brussels-based Flemings. The French
Community comprises all the residents of Wallonia as well as Brussels-based
French-speaking inhabitants. The German-speaking Community comprises all the
inhabitants of the nine German-speaking municipalities in the east of Belgium.
10 provinces

The intermediary layer of government includes 10 provinces, with five provinces in
the Flemish region and five others in the Walloon region. Regions are very diverse in
terms of population, size and land mass. The Brussels Capital Region directly
exercises provincial responsibilities. The provincial government consists of three
main institutions: (i) the provincial council which is the deliberative body elected every
six years by direct universal suffrage and chaired by a president (elected among its
members); (ii) the permanent deputation (in Flanders) or provincial college (in
Wallonia), which is the executive body (its representatives are appointed by the
provincial council among their own members); and (iii) the Governor, who is
appointed by the regional government. Provinces are themselves sub-divided into
administrative districts.

581 communes

The municipal tier of government comprises 581 municipalities, which have been
governed by legislation, gradually devolved to the regions since 1980. The
deliberative body is the municipal council whose representatives are elected every
six years by direct universal suffrage. The executive body is the college of Mayor and
aldermen. Aldermen are elected by the municipal council, while the Mayor is
nominated according to different rules depending on the region.

The number of municipalities has been stable for around 45 years, following a
process of compulsory mergers between 1965 and 1983. In particular, the 1975 royal
decree reduced the number of municipalities from 2 359 to 596. In 2020, the Flemish
Region had 300 municipalities (from 308 following mergers in 2019), while the
Walloon region has 262 and Brussels-capital 19. In its 2019 regional policy
statement, the Walloon government announced its willingness to encourage
municipal mergers on a voluntary basis both by financial and regulatory incentives,
as well as by administrative and technical support.

The policy of promoting voluntary mergers, is also being implemented in Flanders.
The Flemish Coalition Agreement 2019-2024 opts for voluntary mergers because the
local governments themselves must be convinced of the need to strengthen their
administrative power. That is why the Flemish Government stimulates as many
municipalities as possible to merge. It supports the local councils that take the
decision and guides and helps them in its implementation by financial and regulatory
incentives, as well as by administrative and technical support.




Share of subnational
government in total
expenditure/revenues (2021)

Key regional development
challenges

The average municipal size in Belgium is almost twice the OECD average municipal
size (around 10 250 inhabitants). There are very few small municipalities (1% of less
than 2 000 inhabitants) as the majority (72%) have below 20 000 inhabitants.

49.9% of total expenditure

51.9% of total revenues

[Source: Subnational governments in OECD countries: key data, 2023 edition]

Fiscal decentralisation, the devolution of revenue collection and expenditure
execution responsibilities from the federal to the regions and the communities, has
progressed in stages under six state reforms implemented over five decades.

With regards to the revenue side, Regions have several tax including registration
duties on sales of real estate, inheritance and gift tax, an annual tax on vehicles and
a property tax. Since the last constitutional reform, regions are able to raise
surcharges of personal income tax.
Brussels-Capital region
The Brussels Government has committed itself to an ambitious global policy aiming
to meet the social, economic, and environmental challenges facing the region.
Therefore, the various thematic measures and strategic objectives are integrated into
a coherent political vision at the level of the Region which, benefitting from inputs of
social partners and of civil society, aims to empower all Brussels inhabitants
throughout their lives, through access to housing and to quality employment,
accessible health care, a healthy and convivial living environment and nearby public
and transport infrastructure. More broadly, the environmental issues as well as the
challenges imposed by the climate emergency are answered with specific and
collective responses, which are part of a long-term approach, in all sectors and in
every area of regional competence. From this, some key challenges can be
distinguished:
e  Socio-spatial disparities: urban regeneration policies, inclusion policies and
public housing policies
e  Sustainability, climate change, biodiversity and Economic transition:
productive and circular city, city of proximity, climate-neutral city
e  Demographic patterns: development of new (social) housing, green spaces
and public amenities according to the needs and the diversity of inhabitants
e Finance: the Brussels-Capital Region faces substantial budget constraints
as well as a large debt, due to a number of factors, including declining tax
revenues and increasing expenditures on social services and infrastructure
projects.
e  Governance: Decision making is highly complex + need for greater
efficiency
o  Mobility: multimodality and multi-layer approaches

Flanders
The Flemish Resilience Plan is an ambitious investment plan to ensure the transition
to a sustainable and digital economy and to make Flanders a warm, inclusive society
with people who are more employable on the labour market. The plan defines seven
key focal points:
e Making the economy and society more sustainable (Climate, sustainability,
and innovation)
e Investing in infrastructure (The Government of Flanders is investing in
infrastructure and major mobility works)
e Transforming Flanders digitally (Digitalization to the maximum extent
possible)
e Investing in people and talents (Promoting lifelong learning and
digitalization in education and on the labour market)
e  Strengthening Flanders’ care and welfare system (Additional resources for
care and welfare)



https://stats.oecd.org/Index.aspx?DataSetCode=SNGF
https://www.vlaanderen.be/en/authorities/flemish-resilience/making-the-economy-and-society-more-sustainable
https://www.vlaanderen.be/en/authorities/flemish-resilience/investing-in-infrastructure
https://www.vlaanderen.be/en/authorities/flemish-resilience/transforming-flanders-digitally
https://www.vlaanderen.be/en/authorities/flemish-resilience/investing-in-people-and-talents
https://www.vlaanderen.be/en/authorities/flemish-resilience/strengthening-flanders-care-and-welfare-system

Objectives of regional policy

e  Managing the corona crisis and Brexit (Emerging from the corona crisis
and Brexit)
e  Making government more efficient (Less red tape and greater efficiency)

Wallonia
e  Carry-out a strong and sustainable economic and industrial policy
e  Strengthen independence and energy transition
e  Get out of precariousness
e  Strengthen training
Each of the three regions is competent for its regional policy:

Brussels-Capital Region
During this legislature 2019-2023, the Brussels Government has committed itself to
the following objectives:

e  Aregion where everyone can live with respect and dignity:

o Ensuring that everyone can live at a reasonable price and with
public facilities nearby, strengthening the social integration of
vulnerable people;

o  Ensuring access to stable and sustainable employment

o Ensuring access to healthcare and addressing inequalities

o  Ensuring equal rights and combating discrimination effectively

e Economic and social development framed within an ecological transition
model:

o  Economic innovation at the service of transition: developing an
urban economy capable of ensuring prosperity, both by mobilising
the strong points and promising sectors and by stimulating the
local economy and innovation (circularity, etc.),

o Promote multimodal travel by strengthening active modes of
transport, public transport networks and modal rebalancing

o The climate challenge: An integrated territorial development and
environmental policy

o  An energy strategy that relies on the renovation of buildings and
the production of renewable energy

e A region with a strong identity and an open view of the world, which
strengthens its service to its citizens strengthened by striving for
manageable institutions that are close to the people.

Flanders

Flanders is bouncing back, partially thanks to Flemish Resilience. The Government
of Flanders’ ambitious investment plan ensures the transition to a sustainable and
digital economy. It makes Flanders a warm, inclusive society with people who are
more employable on the labour market. Flemish Resilience makes Flanders resilient.

Despite the five COVID-19 waves and the crisis in Ukraine, the implementation of the
Flemish Resilience plan is going largely as planned. 96% of the projects are on
schedule; 92% of the initiated milestones have been achieved or are on schedule.
Commitments have also risen substantially to 46.5% of the recovery funds or EUR 2
billion. Clear progress has been made again compared to the measurements from
March, September, and December 2021.

The Flemish Government aims to achieve an 80% employment rate by 2030, in line
with the targets in the European Pillar of Social Rights. In 2022, Flanders reached an
employment rate of 76.7% for the 20-64 age group. The current Flemish labour
market is characterized by a high labour market tightness with labour shortages in
some sectors. To ease these shortages and to work towards the 2030 target of 80%,
the Flemish Government and the Flemish social partners concluded a new
employment agreement ‘ledereen nodig, ledereen mee’ in 2022.

The employment agreement consists of four pillars: results-oriented active labour



https://www.vlaanderen.be/en/authorities/flemish-resilience/managing-the-corona-crisis-and-brexit
https://www.vlaanderen.be/en/authorities/flemish-resilience/making-government-more-efficient

Legal/institutional framework for
regional policy

market policies form the first pillar. The second pillar revolves around lifelong
learning, upskilling and reskilling people to get the right skills for current and future
jobs. The Flemish Government wants to reach a 60% rate for training participation by
2030. The third pillar is about ‘workable’ jobs, and improving the quality of work, to
enable longer and more fulfilling careers. The fourth and last pillar is centred around
economic migration and interregional mobility.

With an R&D intensity in 2020 of 3.60% of GDP, Flanders has far exceeded the 3%
R&D standard. R&D expenditure in Flanders is almost € 9,59 billion, which is 62% of
Belgium’s total R&D expenditure in 2019. Spreading R&D across more sectors and
business types remains a challenge for our region. With increasing R&D resources,
Flanders aims to advance to the top 5 innovative knowledge regions in Europe.

Wallonia

e (Capitalise on the youth and talents of Wallonia

e  Ensure environmental sustainability

e  Boost economic development

e  Support well-being, solidarity and social inclusion

e  Guarantee innovative and participatory governance

e  Support the reconstruction and resilience of territories affected by the

floods of July 2021

The 1831 Constitution established Belgium as a unitary parliamentary monarchy. A
process of federalisation started in the 1970s to take into consideration linguistic,
cultural and socio-economic specificities. Six constitutional reforms took place
between 1970, 2001 and 2011, the latter taking effect since 2012-2014.

The country's federal structure of government has gradually but significantly evolved
over the past decades towards a greater devolution of decision-making power to the
six federated entities, made up of three regions (the Flemish Region, the Walloon
Region and the Brussels-Capital Region) and three communities (the Flemish
Community, the French Community and the German-speaking community). The
determining characteristic of a region is its geographical area while that of a
community is its culture and language.

At the federal level, the legislative power is exercised by the Federal Parliament,
composed of two assemblies: the Chamber of the Representatives and the Senate.
Following the 6th State Reform, members of the Senate (the upper house which
serves as a chamber of the communities and regions) are designated by the
federated entities (50/60) or co-opted (10/60), and no longer elected (Art. 67 of the
Constitution). Senators have no veto powers over federal legislation.

At the regional level, there are five legislatures, elected for a five-year term, and five
governments, elected by the Parliament, which in turn elects a president: (i) the
Flemish Parliament and Government (which represent both the region of Flanders
and the Flemish community), (i) the Walloon Parliament and Government, (iii) the
French-speaking Community Parliament and Government (Fédération Wallonie-
Bruxelles), (iv) the Brussels Region Parliament and Government and (v) the German-
speaking Community Parliament and Government. The following can be said with
regard to the exercise of the powers of the Flemish and French Communities in the
Brussels Capital Region. The Flemish Community Council (Vlaamse
Gemeenschapscommissie, VGC) takes care of the responsibilities of the Flemish
Community in the Brussels Capital Region. The French Community Commission
(COCOF) takes care of the responsibilities of the French Community in the Brussels
Capital Region. The Common Community Council (COCOM) regulates and manages
matters common to the two Communities in the Brussels Capital Region.

Belgian federalism severely limits the scope for governments to interfere in
subnational levels of responsibilities. The distribution of responsibilities between the
regions and communities and the federal level is subject to judicial control, exercised




Budget allocated to regional
development (i.e., amount) and
fiscal equalisation mechanisms
between jurisdictions (if any)

National regional development
policy framework
Urban policy framework

by the Constitutional Court of Belgium, which can annul legislative acts that
contravene the division of powers, and by the Council of State, which has the same
competence regarding administrative acts contravening the division of powers. The
6th state reform transferred additional responsibilities to regions and communities.

Brussels-Capital Region
e  General Policy Statement of the Government of the Brussels-Capital Region
2019-2024
e Recovery and redeployment plan to address the Covid-19 crisis

Wallonia

Regional Policy Statement 2019-2024

The main financial transfer to the regions is the so-called federal personal income tax
transfer. Regions with personal income tax yield per capita that are below the
national average receive an equalisation transfer (the “National Solidarity
Mechanism”) from the federal government. This aims to reduce the revenue gap
between the regions and reduce the differences in public service provision. The
solidarity mechanism was reformed under the 6 State Reform.

Since the 6t State Reform, dating from 2011, the three regions — Flanders, Walloon
Region and Brussels Capital Region — are responsible for their own urban policy.
Each of the three regions determines its own urban policy autonomously. The
regions consult with each other regularly and structurally in matters which need a
nationally coordinated point of view, as is — for example, the case with the Urban
Development Group (UDG) or the meetings of the Directors-General for Urban
Matters (DGUM). As to urban policy, the federal level only has a limited role (mainly
knowledge exchange).

Brussels-Capital Region
The main urban policy instruments in the Brussels-Capital Region are:

e  Brussels Code for Spatial Planning (last change in 2018 and changes under
evaluation): it is the main regulation organizing spatial and land-use
planning: who does what, which tools, which procedures, which hierarchy of
norm...

e  Strategic Plans (non-binding):

o Regional Sustainable Development Plan adopted in 2018: the mid
and long-term city vision

o Municipal Development plans: idem for each municipality and
must be in compliance with the regional vision.

e  Regulatory Plans (binding):

o Regional Land-use Plan (under revision): define the different uses
of land at regional level (under regional direction)

o Local land-use Plans: they detailed at the level of neighborhoods
the Regional Land-use plan (under municipal direction)

e Strategic and Regulatory Plans (created in 2018):

o Master Development Plans: instrument uses for big urban projects
to define the strategic vision for the development or the area and
to develop in parallel a regulatory part to make possible the
implementation of the strategic vision and changes the different
land—use or other urbanism related regulations.

e Urbanism Regulation: Defining the characteristics of the building (volume,
aesthetic, height), the norm of habitability of housing, accessibility of
building, development of public space, parking in public spaces...

o Regional:

=  Regional urbanism Regulation (under revision): define
generic characteristics of new / fully upgraded /
renovated buildings

= regional urbanism regulation for specific zones (same




Rural policy framework

Major regional policy tools (e.g.,
funds, plans, policy initiatives,
institutional agreements, etc.)

with appropriate rules for specific zones (built
heritage...)
o Municipal (same tools at municipal level):
= Municipal urbanism regulation
= Municipal urbanism regulation for specific zones

Wallonia
e Integrated Urban Development Strategy:
https://europe.wallonie.be/sites/default/files/2022-03/WAPI_Strategie.pdf
e  Urban policy
e Tools for urban renewal and revitalisation
Both rural development and agriculture are regional competences. Part of the policy
is determined by the European Union via the CAP: for the period 2023-2027, Belgium
is the only member state that has received an exception to draw up 2 CAP plans
(instead of 1 plan per member state): a Flemish CAP plan and a Walloon CAP plan.

Flanders
Rural development issues are also included in the Flemish CAP plan, e.g. LEADER.

Wallonia
o  Walloon rural policy
e  Walloon Rural Development Programme
Brussels-Capital Region
Within the Brussels Capital Region, there are several major regional policy tools,
some of the most important are:
Go4Brussels 2030
Shifting economy
Optiris
Good Move
Good Food
Small Business Act
Be Circular
Renolution
Regional Plan for Innovation

One of the main economic polies is embedded in Shifting Economy, the regional
strategy for the economic transition (https:/shiftingeconomy.brussels/). The strategy
gathers more than 200 measures, aimed at helping the Brussels economic actors
becoming exemplary on the social and environmental level. By 2030, no more public
money will flow to economic actors who don't have exemplary business models. So
that, by 2050, we reach a decarbonised and regenerative economy. Shifting
Economy has been adopted on 31 March 2021 and is part of the reforms of the
Belgian Recovery and Resilience Plan. The first evaluation of Shifting Economy is
planned for 2024.

In addition, congestion is considered a problem by the region and the nuisances
(environmental, noise, financial, etc.) it causes are taken seriously. The main
strategies the region is putting in place are described in the Good-Move regional
mobility plan. For example, the dynamic traffic flow management project aims to
control this congestion in order to limit the various impacts. Mobility scenarios
(modification of traffic lights, user information, implementation of diversions, etc.)
have been developed and are activated for recurrent events (e.g. tunnel closure).
Mobility managers" are active in our control center during peak hours or for incident
management. They are able to remotely adapt traffic light regimes in real time to
better control traffic and thus reduce congestion.

The OPTlris programme stands for "Optimising the Performance and Transition of
Institutions". It aims to respond to the challenges the Region will face in the future



https://europe.wallonie.be/sites/default/files/2022-03/WAPI_Strategie.pdf
https://shiftingeconomy.brussels/

Policy co-ordination tools at
national level

Multi-level governance
mechanisms between federal
and subnational levels (e.g.,
institutional agreements,
Committees, etc.)

through reforms that will also enable structural savings of €60 million a year within
the perimeter of the regional entity.

Flanders

The Flemish Region is responsible for the general financing of cities and
municipalities. In Flanders this concerns the Municipal Fund and a number of other
endowments that are provided without conditions to the Flemish cities and
municipalities (and their Public Centers for Social Welfare). In Flanders, this will
amount to just over 4 billion euros (4,040,054,000) in 2022. In comparison, in 2021
the total revenue of the Flemish cities and municipalities amounted to
15,587,715,901 euros.

In addition to this general, condition-free basic funding, various parts of the Flemish
Authority also provide various specific, condition-related subsidies to the cities and
municipalities. In Flanders, these subsidies (both the number and the size) have
increased in recent years, partly as a result of the policy option to intervene in the
extra expenditure of Flemish cities and municipalities as a result of the Covid-19
crises.

The Flemish Authority is also responsible for determining the way in which the cities
and municipalities draw up their multiannual plan (and its annual adjustments), keep
their accounts and draw up their annual accounts. In Flanders, this system is called
BBC - policy and management cycle. The Government of Flanders specifically
supervises the (adapted) multi-year plans and annual accounts. The (adjusted) multi-
annual plans must have a positive self-financing margin at the end of the planning
period. The cities and municipalities are also obliged to digitally provide certain data
of the policy reports to the Government of Flanders.

Wallonia

44 strategies and plans:
https://developpementdurable.wallonie.be/sites/dd/files/2022-
09/SWDD3_2022 CH2_strat%C3%A9qies-plans_0.pdf

There are a number of inter-governmental coordination mechanisms. A Concertation
Committee has been made up with respect for linguistic parity:
o the Government represented by the Prime Minister and five of its members
appointed by royal decree deliberated in the Council of Ministers;
o the Flemish government represented by its minister president and one of

its members;

e the government of the French Community represented by its minister
president

o the government of the Walloon region represented by its minister
president;

o the government of the Brussels-Capital Region represented by its
President and one of its members belonging to the other linguistic group.

The local governments (municipalities, provinces) are represented by their
associations in their respective region (a "united" national association also exists)
and participate in committees at the federal level, although no formal consultation
mechanism is in place.

The set of agreements on position-taking and representation in the EU was laid down
in a cooperation agreement between the Belgian authorities in 1994. The starting
point is the constitutional principle in foro interno, in foro externo, which extends the
division of powers within Belgium to foreign policy. Such a cooperation agreement in
which all governments co-decide and represent on an equal footing according to
internal division of powers is completely unique in Europe. Since 1994, the
agreement has been modified to a limited extent. However, the reforms of the
Belgian state that further shift the centre of gravity towards the regional levels and



https://developpementdurable.wallonie.be/sites/dd/files/2022-09/SWDD3_2022_CH2_strat%C3%A9gies-plans_0.pdf
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Policy co-ordination tools at
regional level

Evaluation and monitoring tools

Future orientations of regional
policy

the changes to the European system by the Lisbon Treaty require adjustments to this
agreement.

Inter-ministerial conferences are the main governance bodies between the federal,
regional and community levels. They include for instance the Interministerial
conference on sustainable development and the Interministerial conference on
foreign policy.

Wallonia

There are several tools, usually linked to plans and strategies, including the Steering
Committee of the Walloon Recovery Plan, the Walloon Partnership for Sustainable
Development for the 3rd Walloon Sustainable Development Strategy and the
Standing Conference on Territorial Development (CPDT)

Brussels-Capital Region

The BISA is the reference centre for statistics for the Brussels-Capital Region. It
identifies the authorities' needs and users' questions. In addition, BISA collects data
from about 100 different suppliers (Federal, Regional, Communities, etc.) in order to
develop, handle and produce public statistics completely independently. It carries out
public policy evaluations entrusted to it by the Brussels-Capital Government or by
order. These evaluations are a tool for taking decisions in order to improve the public
policies implemented.

The structural embedding of spending reviews in the budgetary processes of the
various entities of our country was included as a structural reform in the National
Plan for Recovery and Resilience, becoming thus also an obligation, with concrete
milestones and timing. From 2023, the goal is to integrate spending reviews into the
budget process through the systematic inclusion of the results of spending reviews in
annual and multi-year budget planning, starting from the preparation of the budget
ordinance for the 2024 fiscal year. This will include ex-post quantification of the
results, including savings, associated with the spending review programme.

Flanders

The implementation of the Flemish Recovery Plan is being closely monitored, using
two measurement moments per year. The latest monitoring report submitted to the
Flemish Government in February 2023 shows that the implementation of the Flemish
resilience projects is very much on track: for instance, 97% of the projects are in
execution following a decision by the Flemish Government or have been realised and
95% of the projects have been budgeted. The Flemish Government is also closely
monitoring the recovery via the online dashboard: 36 indicators give a picture of the
evolution of the economic and social situation in Flanders in 4 areas (macroeconomic
and budgetary control, sustainable growth, inclusive growth, healthy growth).

The Flemish Broad Budgetary Reconsideration and expenditure reviews will become
a structural evaluation practice in Flanders. With the adaptation of the Flemish Public
Finance Codex in 2022, they were defined and structurally embedded in the Flemish
budgetary process.

Wallonia
e  Progress review on the SDGs
e  Evaluation programme of the Walloon Recovery Plan (IWEPS)

o  Work of the High Strategic Council on the ex-ante evaluation of
employment, climate and poverty
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Regional Inequality Trends

Belgium experienced an increase in the Theil index of GDP per capita over 2000-2020. Inequality
reached its maximum in 2020. The figures are normalized, with values in the year 2000 set to 1.

The Top 20%/Mean ratio was 0.032 higher in 2020 compared to 2000, indicating increased polarisation.
The Bottom 20%/Mean ratio was 0.023 lower in the same period, indicating bottom divergence.

Figure 1. Trends in GDP per capita inequality indicators, TL3 OECD regions
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Note: Top/bottom calculated as population equivalent (top/bottom regions with at least 20% of the population). The interpretation
of top/bottom 20% GDP per capita is that 20% of the population in the country holds 20% of the value. Top 20%/Mean calculated
as mean GDP per capita in top 20% regions over mean TL3 GDP per capita in a given year. Bottom 20%/Mean calculated as
mean TL3 GDP per capita in bottom 20% regions over mean TL3 GDP per capita in a given year. To improve data consistency,
input series are aggregated when TL3 regions are part of the same FUA. To improve time series, TL3 missing values have been
estimated based on the evolution at higher geographic level.

Source: OECD Regional Database (2022).
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In 2020, the gap in GDP per capita between large metropolitan and non-large metropolitan regions was
1.615. For reference, the same value for OECD was 1.475. This gap increased by 0.025 percentage
points between 2000 and 2020.

Meanwhile, in 2020, the gap in GDP per capita between metropolitan and non-metropolitan regions
was 1.135. For reference, the same value for OECD was 1.325. This gap increased by 0.006
percentage points since 2000.

In turn, the gap in GDP per capita between regions near and far a Functional Urban Area (FUA) of more
than 250 thousand inhabitants was 1.163 in 2020 and increased by 0.048 percentage points since 2000.

Figure 2. GDP per capita gap by type of region compared to the OECD average
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Note: Far from a FUA>250K includes regions near/with a small FUA and remote regions. OECD mean gap based on 1 586 TL3
regions in 27 countries with available data (no TL3 data for Australia, Canada, Chile, Colombia, Costa Rica, Iceland, Ireland,
Israel, Mexico, Luxembourg and Switzerland).

Source: OECD Regional Database (2022).
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In Belgium, the gap between the upper and the lower half of regions in terms of labour productivity
increased between 2001 and 2019. Over this period labour productivity in the upper half of regions grew
roughly by 15%, 6 percentage points more than in the lower half of regions. During 2020, the gap
narrowed down. Nevertheless, more years of data are necessary to determine the long-term impact of
the COVID-19 pandemic on labour productivity gaps in regions.

Figure 3. Evolution of labour productivity, TL3 OECD regions
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Note: A region is in the “upper half” if labour productivity was above the country median in the first year with available data and
“lower half” if productivity was below the country median. Labour productivity in each group is equal to the sum of Gross Value
Added, expressed in USD at constant prices and PPP (base year 2015) within the group, divided by the sum of total employment
in regions within the group. Regions are small (TL3) regions, except for Australia, Canada, Chile, Colombia, Ireland, Mexico,
Norway, Switzerland, Turkiye and the United States where they are large (TL2) regions due to data availability.

Source: OECD Regional Database (2022).
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Regions where the economic activity shifts towards tradable activities, such as industry and tradable
services, tend to grow faster in terms of labour productivity. In Belgium, between 2001 and 2020, the
share of workers in the industrial sector went down in all regions but more so in regions that used to be
in the upper half of the labour productivity distribution. At the same time, the share of workers in the
tradable services sector went up in all regions but more so in regions that were already in the upper
half of the labour productivity distribution. Hence, the evolution of employment shares in the tradable
services sector widened the labour productivity gap between regions while the opposite was true for
the industrial sector.

Figure 4. Share of workers in most productive (tradable) sectors, TL3 OECD regions
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Note: A region is in the “upper half” if labour productivity was above the country median in the first year with available data and
“lower half” if productivity was below the country median. The share of workers in a given sector for a group of regions is defined
as the sum of employment in that sector within the group divided by the sum of total employment within the group. Regions are
small (TL3) regions, except for Australia, Canada, Chile, Ireland, Mexico, Norway, Switzerland, Tirkiye and the United States
where they are large (TL2) regions due to data availability. Industry includes the following tradable goods sectors: Mining and
quarrying (B), Manufacturing (C), Electricity, gas, steam and air conditioning supply (D) and Water supply; sewerage; waste
management and remediation activities (E) NACE macro sectors. Tradable services include Information and communication (J),
Financial and insurance activities (K), Real estate activities (L), Professional, scientific and technical activities (M), Administrative
and support service activities (N).

Source: OECD Regional Database (2022).

Recent policy developments
Brussels-Capital Region

The support measures taken by the Brussels Government in the recent months and years have taken
to deal with the Covid-19

pandemic and the consequences of the war in Ukraine, as well as the targeted measures the
Government decided for the year 2023 to deal with the inflation we are currently experiencing, have
and will have an impact on the financial situation of the

Region. Despite these developments, it remains the objective of the Brussels Government to return to
a balanced budget in 2024. The multi-year rationalisation processes aimed at greater efficiency and
effectiveness of public spending (in particular through spending reviews) will be continued.

With " Shifting Economy " the Brussels government is paving the way for the transformation of the
Brussels economy to make it carbon-free, regenerative, circular, social, democratic and digital. In order
not to stifle economic recovery and promote a sustainable inclusive growth, the Brussels Government
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continues to invest in mobility, social housing employment policy and the implementation of the climate
plan. To finance the relaunch, the Brussels Capital Region make maximum use of the Facility for
Recovery and Resilience.

As stated in the 2019-2024 General Policy Statement, the Government intends to make two changes
in social and health policies: a social shift aimed at reducing social inequalities and an organizational
shift aimed at better organizing healthcare and social action, ensuring accessibility, quality, and
sustainability of care.

This dual shift is implemented within a global program embodied by the Brussels Integrated Social-
Health Plan (PSSI), which is common to the (Common Community Commission) COCOM and the
COCOF (French Community Commission)), regarding social action and health.

The PSSI, adopted in July 2022, proposes a framework aiming to involve all services present on the
territory to direct social-health policies in an integrated and coherent manner, in a logic of territorial
basins and neighbourhood groups.

It is structured around four axes:
¢ Improving quality of life and health and reducing social health inequalities;
e Guaranteeing access to rights and services;
e Improving the structure and coordination of aid and care services ;
e Co-building an integrated social-health policy.

In terms of gender equality, in December 2022 the Brussels government adopted the first Brussels plan
for gender mainstreaming and equality between women and men. Supported by the voluntary sector,
which was largely involved in its development, this Plan proposes 69 very concrete cross-cutting actions
to ensure better inclusion of the gender dimension in public policies.

The new management contracts of Actiris and Bruxelles Formation for the period 2023-2027 will
contribute to the commitment made by Belgium to achieve, by 2030, an employment rate of over 80%
for people aged 20 to 64. In addition, the Go4Brussels 2030 strategy aims to "guarantee access to
stable and sustainable employment for all". In this context, a specific initiative is dedicated to combating
discrimination in hiring and promoting diversity. The principles and essential rights included in the
European Pillar of Social Rights (chapter "equal opportunities and access to the labour market") that
promote the development of fair and effective labour markets and social protection systems, also play
a crucial role in this respect and aim to ensure that all Brussels talents have equal access to stable and
quality employment. In addition, the regional Employment Qualification strategy will be launched in 2023
with a view to further strengthening the level of skills of job seekers and meeting the growing demands
of the metropolitan labour market. In 2023, the Brussels Government aims to modernize the matter of
paid educational leave in order to make it an effective training tool throughout one's career and to make
it more accessible and inclusive (gender, disability, online training, part-time workers, etc.). Finally, an
evaluation of all employment aids (including those specifically aimed at job seekers and workers with
disabilities) is being finalized and could lead to the revision of certain regulations in order to adapt them
to the current realities of the job market, benefiting job seekers who are far from the labour market.

Flanders

The Flemish government is resolutely opting to keep public finances healthy and strengthen structural
growth in our country. A budgetary path has been mapped out whereby Flanders returns to a balanced
budget from 2027 onwards (excluding the investment expenditure related to Oosterweel).
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The Flemish Broad Budgetary Review and expenditure reviews are not one-off or non-binding exercises
but will become a structural evaluation practice in Flanders. With the adaptation of the Flemish Public
Finance Codex in 2022, they were defined and structurally embedded in the Flemish budgetary process.

Meanwhile, the Resilience Plan totalling €4.3 billion is being implemented, including the 55 projects
funded by European RRF funds. Despite the five COVID-19 waves and the crisis in Ukraine, the
implementation of the Flemish Resilience plan is going largely as planned. 96% of the projects are on
schedule; 92% of the initiated milestones have been achieved or are on schedule.

As said the Flemish Government aims to achieve an 80% employment rate by 2030, in line with the
targets in the European Pillar of Social Rights. In 2022, Flanders reached an employment rate of 76.7%
for the 20-64 age group.The current Flemish labour market is characterised by a high labour market
tightness with labour shortages in some sectors. To ease these shortages and to work towards the
2030 target of 80%, the Flemish Government and the Flemish social partners concluded a new
employment agreement ‘ledereen nodig, ledereen mee’ in 2022.

The employment agreement consists of four pillars: results-oriented active labour market policies form
the first pillar. Measures from the agreement include the introduction of a social security contribution
reduction for employers that hire someone without recent lasting work experience.

On the topic of active labour market policies, the Flemish Government has also introduced the
‘jobbonus’ to increase the financial difference between working and not working. It is a cash premium
for people with a low labour income. To achieve an employment rate of 80%, some more vulnerable
groups need to be included in the labour market as well. Flanders is introducing ‘individual adapted
work’ (individueel maatwerk), a tailored employment support system for people with health conditions
and/or occupational disabilities.

The second pillar revolves around lifelong learning, upskilling and reskilling people to get the right skills
for current and future jobs. In 2021, the Action plan for Lifelong Learning was launched, which provides
a coherent and mobilising framework for all partners involved in the realisation of a learning culture in
Flanders. The Flemish Government wants to reach a 60% rate for training participation by 2030. The
third pillar is about ‘workable’ jobs, and improving the quality of work, to enable longer and more fulfilling
careers. The fourth and last pillar is centred around economic migration and interregional mobility, which
can provide opportunities in a tight labour market.

With Flanders Technology & Innovation, Flanders presents itself as the technology laboratory of the
world and aims to tackle five major societal challenges: climate and energy (energy tech), health (health
tech), education and labour market (Flanders Next Academy), data and digitisation (data tech) and
entertainment and media (entertainment tech). Five thematic symposia will be organised around these
themes. Major public events are then planned in March 2024, spread across the five Flemish provinces.

Wallonia

Launch of the Walloon Recovery Plan thanks to the pooling of three action programmes (Get up
Walonia, Walloon Transition Plan, Facility for Recovery and Resilience). The Walloon recovery plan
has been completed with a 6™ strategic axis focusing exclusively on the reconstruction of the disaster
areas affected by the extreme weather of July 2021.



