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2.1 The COVID-19 pandemic dealt the 
Belgian economy its most severe 
blow since World War II

The COVID-19  pandemic which spread around the 
world in  2020 afflicted Belgium, too. The public 
health situation became extremely concerning on 
two occasions, obliging the authorities to resort to 
lockdown measures to curb the spread of infec‑
tions. The first lockdown 
extended from mid‑March 
to May. It began with the 
closure of bars and res‑
taurants, followed a few days later by the closure of 
most non-food shops. There were also severe restric‑
tions on the population’s freedom of movement, with 
journeys essentially allowed for the purpose of buy‑
ing food, for going to work or school, and for medi‑
cal reasons. Many businesses had to scale down their 
activities – sometimes substantially – or even suspend 

them, for instance owing to a shortage of staff, lack 
of demand, or disruption in the supply chain.

At the beginning of May, after seven weeks of 
lockdown, a gradual exit strategy was introduced. 

However, there was no 
question of a return to 
normal life for the citizens, 
and public health measures 

remained in force, particularly in certain sectors of ac‑
tivity. For instance, people going to shops, catering 
establishments and cultural venues still had to comply 
with a number of health rules such as the obligation 
to wear a mask and to respect social distancing, along 
with limits on the number of people allowed to be 
present in the same place at any one time.

In 2020, the health situation 
twice necessitated lockdowns

Chart  12

The COVID-19 pandemic caused two waves of hospitalisations in Belgium in 2020
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Nonetheless, the coronavirus epidemic flared up 
again after the summer, forcing the government 
to order another partial lockdown at the end of 
October. Bars and restaurants and non‑essential 
shops had to close again. However, some shops were 
allowed to re-open conditionally from 1 December, 
except for contact occupations such as hairdressers. 
Travel was still permitted, but subject to a night-time 
curfew which could be waived under certain condi‑
tions, e.g. for work reasons. Firms seemed to adapt 
more readily to these new constraints, partly thanks 
to the experience gained during the first lockdown 
and to their familiarity with the protocols enabling 
them to organise their business activities safely, such 
as remote working, online ordering and “click and 
collect” arrangements.

The sharpest decline in activity since 
the end of the Second World War

The lockdowns and restrictions on activity intro‑
duced simultaneously in many countries dealt the 
most serious blow to the Belgian economy since 
the Second World War. In the first quarter of 2020, 
GDP was already down by 3.4 % in volume against 

the previous quarter, although the first lockdown 
measures were only introduced in mid-March. The 
full application of those measures throughout April 
followed by their gradual lifting in May and June 
naturally had a more severe impact on activity in 
the second quarter, when GDP dropped by around 
12 %, the biggest fall ever recorded by the National 
Accounts Institute (NAI). The strong recovery in the 
third quarter (+11.6 %), thanks to some normalisa‑
tion of economic activity when the health situation 
became less worrying was, however, insufficient 
to regain the pre-crisis level. In the fourth quarter, 
owing to the second wave of the coronavirus epi‑
demic, GDP ceased to grow but did not decline as 
it had in the first half of the year, since it remained 
more or less stable, rising by 0.2 % against the 
previous quarter.

Thus, in 2020, in volume terms, GDP was down by 
6.2 % against the previous year, the sharpest average 
annual fall seen in Belgium since the Second World 
War. By way of comparison, during the economic 
and financial crisis in  2009, GDP had only dipped 
by 2 %. In the autumn of 2019, the Bank’s last pro‑
jections before the outbreak of the pandemic also 
predicted 1.2 % growth for  2020. The initial shock 
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Economic activity was in freefall in the first half of 2020
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to economic activity was therefore much greater 
than at the time of the economic and financial crisis, 
although the difference is expected to diminish sub‑
sequently as a result of a stronger recovery once the 
pandemic is under control.

The contraction of GDP in Belgium in  2020 was of 
the same order of magnitude as in the euro area 
as a whole. According to the autumn  2020 fore‑
casts by the European Commission, activity in the 
main neighbouring countries declined more steeply 
in France (–9.3 %), whereas in Germany (–5.5 %) and 
the Netherlands (–4.3 %) – which did not introduce a 
real lockdown in the first wave of the pandemic – the 
contraction was less severe.

Shattered business confidence

The impact of the pandemic and its repercussions on 
the economy are also mirrored in the Bank’s general 
synthetic business indicator. As elsewhere in Europe, 
business confidence began to falter back in  March, 
then in April slumped to its lowest level since 1980. 

Despite rising very sharply in June and July, though 
subsequently losing momentum, the business indica‑
tor did not regain the level prevailing at the begin‑
ning of the year. Confidence then stabilised overall 
in the final three months of the year, despite the 
resurgence of the COVID-19 epidemic.

The sharp deterioration in business confidence dur‑
ing the first wave of the epidemic applied to all the 
main branches of activity. However, the effect was 
more marked in manufacturing industry, trade and 
business services, sectors particularly affected by the 
slower pace – or even shutdown – of business, while 
it was less pronounced in construction. In the third 
quarter, the gradual revival of many economic activi‑
ties led to a very strong rebound in the manufactur‑
ing industry. Conversely, opinions on the business 
climate remained gloomier than at the beginning of 
the year in the trade and business services sectors. 
However, the resurgence of the pandemic and new 
restrictions introduced in the fourth quarter did not 
trigger any further decline in business confidence, the 
only reason being that company managers in manu‑
facturing remained more optimistic.
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Services sector particularly affected 
by the contraction in value added

The economic fallout from the coronavirus crisis, 
caused by a shock of an exceptional nature on an 
unprecedented scale, differed from that in most other 
recession periods. Recessions are usually due to the 
correction of economic imbalances or the bursting of 
financial bubbles : since such adjustments take time, 

the recovery is generally gradual. Yet on this occasion, 
the decline in activity was the direct consequence of 
the pandemic and the lockdown measures required 
to combat it : a strong rebound was apparent by the 
following quarter, accompanying the improvement in 
the public health situation.

Moreover, the recession resulted from a supply shock 
combined with a demand shock. On the one hand, 

Chart  14

Clear revival of activity in manufacturing in the second half of the year, in contrast to other 
branches of activity
(balance of responses to the Bank’s survey, normalised over the period 1995-2020)
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firms had to reduce or suspend their activities owing 
to forced closures, health constraints (such as social 
distancing measures, which can be extremely difficult 
to respect in some businesses), the absence of some 
of their staff, and disruption to global supply chains. 
In addition, the lockdown measures and the climate 
of great uncertainty dampened demand for consump‑
tion and investment. As the pandemic affected all 
countries, similar circumstances depressed external 
demand among trading partners.

Finally, the services sector was worst affected, al‑
though industry is generally more sensitive to cycli‑
cal movements. Activities involving close contact 
between people were hit hard by the lockdowns 
and social distancing. Thus, over the first nine 
months of the year, value added in trade and the 

accommodation and food service activities was 14 % 
lower than in the corresponding period of 2019. In 
the case of non-market services, it contracted sig‑
nificantly in the arts, entertainment and recreation 
sector, as firms operating in these various branches 
of activity were forced to close or significantly limit 
their activities more than once during the year. 
In  2020, value added also declined in the branch 
of activity relating to health and welfare, essentially 
owing to postponement of operations and consulta‑
tions unconnected with COVID-19, so as to reserve 
sufficient capacity in intensive care units for patients 
infected with this new virus. Although other service 
activities stood up better to the crisis, market services 
overall made the most negative contribution to GDP 
growth, partly because of their dominant share of 
the Belgian economy (49 %).

Chart  15

The services sector made the biggest contribution to the decline in value added
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In industry, the fall in activity over the first nine 
months of 2020 as a whole was less marked, thanks 
to the strong revival in the third quarter, but it 
was still quite considerable, with value added down 
by 5.9 %. Industrial activity suffered particularly from 
the weakness of both domestic and foreign demand. 
Disruptions in international supply chains and the 
difficulty of obtaining sufficient staff to maintain 
activities also contributed to this decline, especially 
during the first lockdown. The pharmaceuticals in‑
dustry is an exception : its value added continued to 
rise during the first three quarters of the year, owing 
to the very nature of its activities which are essential 
in such a health crisis.

In construction, value added contracted by  5.5 % 
in the first three quarters of  2020. During the 
first lockdown, the obligation to introduce health 
protocols seriously affected activity in this sector. 
In particular, the implementation of social distancing 
rules entailed reorganising building sites and team 
deployment, while remote working was only appli‑
cable to a very small part of the activity.

In the fourth quarter, in the surveys conducted by 
the Economic Risk Management Group (ERMG) – a 
high‑level expert group set up by the government to 
keep a close watch over the impact of the crisis on the 
economy – firms continued to report a small reduc‑
tion in turnover. However, the overall loss reported 
was considerably smaller than during the first wave 
of the pandemic. Accommodation and food services, 
retail and wholesale trade and real estate were still the 
branches of activity most affected, while the impact on 
other sectors, such as industry and construction, was 
less than in the first half of the year. Firms in the latter 
sectors seem to have adapted more readily to the new 
constraints, thanks to the experience gained previ‑
ously and the existence of protocols enabling them 
to organise activities more efficiently. The decline in 
business activity in the fourth quarter is not due solely 
to the rising number of COVID-19 infections and the 
resulting tougher measures. It is also attributable to 
persistently weak demand owing to the health situ‑
ation, which had also deteriorated in Belgium’s main 
partner countries, and to the highly uncertain context 
facing both individuals and businesses.
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2.2 The government cushioned most 
of the income loss in the economy

to the Bank’s macroeconomic projections dating 
from the autumn of 2019.

The government absorbed the major part of this 
collective loss of income. Apart from receiving lower 
revenue in the form of taxes and social contribu‑
tions owing to the decline in labour incomes and 
private consumption, the various levels of government 

By paralysing large swathes of activity, the 
COVID-19  pandemic caused considerable impover‑
ishment of the Belgian economy. The cumulative 
loss of income for individuals, firms and the govern‑
ment is estimated at around € 41 billion. That figure 
is obtained by comparing the updated estimate of 
income generated in  2020 with that expected be‑
fore the outbreak of the COVID-19 crisis, according 

Chart  16

Income amounting to around € 41 billion was lost in 2020
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adopted very substantial support measures, which 
are presented in their context later in this  chapter 
and explained in more detail in the chapter on 
 public  finances (chapter 4). The federal and regional 
 authorities intended these measures to preserve as 
far as  possible the purchasing power of households 
affected by the crisis and to help businesses whose 
financial position was impaired by the restriction or 
even shutdown of their activities. These measures 
considerably alleviated the loss of income caused by 
the crisis, especially for households.

Household purchasing power rose 
slightly, thanks to a significant 
increase in transfers

Despite the coronavirus crisis, household purchasing 
power was up slightly in 2020, although the increase 
was less than could reasonably have been expected 
if there had been no pandemic. In real terms, taking 
account of the impact of price movements, house‑
hold disposable incomes actually edged upwards by 
around 0.7 %. Per capita purchasing power increased 
by 0.3 %.

In nominal terms, disposable income rose by  1.4 %. 
Among its main components, the gross mixed incomes 

of self-employed workers and the gross operating sur‑
plus of households taken together declined by 4.8 %, 
while the gross pay of employees was down by 1.7 %. 
These falls are due to the closure of numerous busi‑
nesses and the general slowdown in economic activity, 
leading to a sharp reduction in the number of hours 
worked in the economy. In addition, individuals’ in‑
comes were also reduced in 2020 by the 10.6 % drop 
in net property incomes, due mainly to lower corpo‑
rate dividends. A similar picture emerged in 2009, at 
the time of the global financial crisis. The persistently 
low interest rate environment also continued to de‑
press net interest incomes in 2020.

The decline in labour incomes was partly offset by the 
operation of the automatic stabilisers and by the gov‑
ernment support measures. Transfers paid to house‑
holds by other sectors declined by  1.2 % but, more 
importantly, transfers received by households from 
the government sector went up by more than 11 % 
in  2020. That rise originated mainly from the large 
increase in replacement incomes, because many em‑
ployees were temporarily laid off and many self-
employed workers claimed the bridging allowance.

In response to the contraction of activity from the end 
of the first quarter and its repercussions on the la‑
bour market, the government adopted measures to 

Table  2

Determinants of the gross disposable income of individuals, at current prices
(percentage changes compared to the previous year, unless otherwise stated)

p.m.  
In € billion

2016 2017 2018 2019 2020 e 2020 e

Gross primary income 1 2.1 3.9 3.3 3.3 −3.3 260.3

Gross wages 1 3.1 3.7 3.8 3.7 −1.7 178.0

Gross operating surplus and  
gross mixed income 1.4 3.8 2.5 3.4 −4.8 57.4

Capital income 2 −2.8 5.1 2.0 0.7 −10.6 24.9

Current transfers received 2.4 3.6 2.9 3.5 11.3 116.5

Current transfers paid 1 0.0 3.4 3.2 0.6 −1.2 94.9

Gross disposable income 2.9 3.9 3.2 4.4 1.4 282.0

p.m. In real terms 3 1.4 2.0 1.1 3.1 0.7 –

Sources :  NAI, NBB.
1 Wages received or current transfers paid, excluding social contributions payable by employers.
2 These are net amounts, i.e. the difference between incomes received from other sectors and those paid to other sectors.
3 Data deflated by the household final consumption expenditure deflator.
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support individuals’ incomes. For instance, the tempo‑
rary lay-off system was made more flexible in the con‑
text of the health crisis, so that it could be activated 
more easily and could provide a larger allowance 
than under the normal system. Essentially, this system 
consists in paying partial compensation for the loss of 
income of workers whose working time is reduced for 
economic reasons or in cases of force majeure. At the 
same time, it relieves firms of the burden of wages 
while maintaining the em‑
ployment relationship with 
the employee. For self‑em‑
ployed workers, the bridg‑
ing allowance scheme was 
also extended. This offers a replacement income via 
payment of a monthly amount – the level of which 
may vary according to the claimant’s situation – when 
the activity is totally or partially suspended as a re‑
sult of the health measures taken to deal with the 
COVID-19 crisis.

However, the apparent increase in household dis‑
posable income at macroeconomic level concealed 

the vulnerability of some households in the face of 
the coronavirus crisis. A survey which the Bank con‑
ducted at the height of the crisis revealed that some 
specific groups of households suffered significant loss 
of income, particularly households comprising self-
employed workers, employees temporarily laid off, 
and students in casual jobs. That survey showed 
that the loss of income was greater for the least 
well-off households, even though the replacement 

rate of temporary lay‑off 
benefits is higher for em‑
ployees on lower incomes. 
In  fact, those working in 
the branches of activity 

hardest hit by the crisis, namely the events sector, hos‑
pitality, tourism and non-food retailing, who there‑
fore faced the longest periods of temporary lay-off, 
generally receive lower pay. The COVID-19 pandemic 
also affected many self-employed workers since, on 
average, they are more likely to operate in the sectors 
where the crisis had its biggest impact. In their case, 
the bridging allowance scheme pays out a flat-rate 
allowance, regardless of their income level.

Some more vulnerable groups 
of households were hit 
harder by the pandemic
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Business operating revenues came 
under pressure

After having generally outpaced nominal GDP growth 
in previous years, the gross operating surplus of firms, 
i.e. the income that they generate by their activity, 
was down by 6.3 % in 2020. That decline slightly ex‑
ceeded the drop in GDP (–5.7 %) and was larger than 
at the time of the 2008-2009 economic and financial 
crisis. The main reason for this fall is the 6.4 % con‑
traction in the volume of sales on both the domestic 
and foreign markets. Conversely, firms’ gross margins 
stabilised, with a minimal rise of 0.1 %. They  ben‑
efited from a slightly bigger reduction in the costs 
per unit sold than in the unit selling price, though 
on the domestic market the latter edged upwards. 
The cost of imported goods and services declined 
while domestic costs stabilised overall as a result of 

the significant reduction in unit net indirect taxes 
(–22.1 %). Here, it should be pointed out that firms’ 
lower net indirect taxes resulted from the substantial 
rise in production subsidies paid by the government 
to the health sector, since hospitals and other private 
care institutions are considered as companies in their 
own right for the national accounts. These subsidies 
were intended to compensate for the loss of revenue 
due to the postponement of non-urgent work at the 
peak of the pandemic.

During the year, however, the government provided 
assistance for firms with a range of support measures 
and transfers. For instance, relaxation of the rules on 
recourse to temporary lay-offs alleviated the wage 
burden, while deferral of the payment of social secu‑
rity contributions also provided some relief for firms 
at the peak of the crisis.

Table  3

Determinants of companies’ gross operating surplus 1, at current prices
(percentage changes compared to the previous year, unless otherwise stated)

2016 2017 2018 2019 2020 e

Gross operating surplus per unit sold 2 0.7 −0.3 2.7 2.2 0.1

Unit selling price −0.3 2.5 2.6 0.9 −1.2

On the domestic market 1.1 2.0 2.1 1.5 0.4

Exports −0.8 2.7 2.6 1.0 −2.2

Unit sales costs −0.5 3.0 2.5 0.6 −1.5

Imported goods and services −1.6 3.3 3.5 0.1 −2.6

Costs of domestic origin per unit of output 2, 3 1.3 1.8 0.9 1.4 0.3

of which :

Unit labour costs 4 0.3 1.8 1.1 1.8 5.3

Unit net indirect taxes 6.2 2.2 1.3 0.4 −22.1

Final sales at constant prices 4.9 3.5 1.6 1.2 −6.4

Companies’ gross operating surplus 5.6 3.2 4.4 3.4 −6.3

Sources :  NAI, NBB.
1 Private and public companies.
2 Including the change in inventories.
3 In addition to wages, this category includes indirect taxes less subsidies, and gross mixed income of self-employed people.
4 Unit labour costs are expressed in units of value added of the business sector and are not calendar adjusted.
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2.3 The fall in domestic demand was 
the main factor driving the decline 
in economic activity in Belgium

In contrast to previous recessions, the COVID-19 crisis 
not only hit market services harder than industry, but 
also brought an unprecedented decline in domestic 
demand. Domestic expenditure (excluding inventories) 
slumped by a record 6.2 % in 2020, equalling or even 
exceeding the decline in export and import flows, 
which are usually more volatile. With the exception 
of public consumption, all domestic demand compo‑
nents were seriously affected by the COVID-19 pan‑
demic. Private consumption and corporate investment, 

which on their own account for around two-thirds of 
GDP in Belgium, plummeted by around 8 % and 9 % 
respectively, while household investment in housing 
similarly dropped by around 9 %. Government invest‑
ment declined too, notably on account of the suspen‑
sion of activity in the construction and public works 
sector during certain periods of the year. Only govern‑
ment consumption expenditure showed a small rise 
in 2020, driven by additional expenditure incurred in 
the battle against the pandemic.

Table  4

GDP and main expenditure categories
(calendar adjusted volume data ; percentage changes compared to the previous year, unless otherwise stated)

2016 2017 2018 2019 2020 e

Private consumption 1.6 1.9 1.9 1.5 −8.3

Public consumption 0.5 0.1 1.2 1.7 0.8

Gross fixed capital formation 4.2 1.4 3.4 3.4 −8.3

Housing 2.6 1.0 1.5 5.2 −9.0

Enterprises 5.4 1.6 2.8 3.2 −8.7

General government −0.6 1.0 11.1 1.2 −3.4

p.m. Final domestic expenditure 1 1.9 1.4 2.1 2.0 −6.2

Change in inventories 2 0.3 0.0 0.3 −0.4 0.6

Net exports of goods and services 2 −0.9 0.3 −0.5 0.2 −0.8

Exports of goods and services 6.2 5.5 0.6 1.0 −6.3

Imports of goods and services 7.5 5.2 1.3 0.8 −5.4

GDP 1.3 1.6 1.8 1.7 −6.2

Sources :  NAI, NBB.
1 Excluding the change in inventories.
2 Contributions to the change in GDP compared to the previous year, in percentage points.
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The contraction of domestic demand was accom‑
panied by a negative contribution from net exports 
(–0.8 percentage point) to GDP growth, since exports 
were down by slightly more than imports. Conversely, 
the change in inventories made a positive contribution 
to GDP growth, amounting to 0.6 percentage point.

Private consumption slumped as a 
result of the health crisis and the 
ensuing uncertainty

The health situation and its consequences had a 
significant influence on household consumption be‑
haviour. Although household disposable income in‑
creased slightly in real terms, private consumption 
slumped in 2020, falling by 8.3 % against 2019. This 
marked decline was due both to the measures taken 
to combat the spread of the virus, which prevented 

households from making certain purchases, and to 
the mounting uncertainty over the economic situation 
and job prospects. For comparison, at the time of the 
economic and financial crisis in  2009, private con‑
sumption did not shrink. Its growth slowed to 0.6 %, 
then bounced back in the following year.

Thus, in  2020, household confidence took a hard 
knock when the pandemic erupted and the first 
measures were adopted to limit its effects on the 
population : the consumer confidence indicator lost 
17  points in April, the biggest monthly change 
since it was first created in 1985, taking it nearly 
down to its all-time low. Subsequently, household 
confidence improved very slightly before faltering 
again during the summer and dropping in August 
to the same level as at the time of the initial shock 
in April. However, the gradual resurgence of the 
COVID-19  pandemic at the end of the year did 

Chart  17

The health crisis eroded individuals’ confidence during the year as well as limiting their 
consumption opportunities
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not do further damage to consumer morale, as 
consumers were considerably more optimistic in 
the closing months of the year, given the prospect 
of vaccination and anticipation of an end to the 
health crisis in 2021. During the year, expectations 
regarding the general economic situation and the 
unemployment outlook were the main factors dent‑
ing household confidence, reflecting the uncertain 
economic environment for individuals.

At the same time, the closure of non-essential shops 
during the lockdown periods curtailed private con‑
sumption by limiting individuals’ consumption op‑
portunities. Although people gradually adapted to 
the situation, notably by adopting alternative ways 
of consuming (as is evident from the rise in online 
purchases), that only partly made up for the decline 
in purchases traditionally made in shops.

Moreover, while private consumption rebounded 
strongly in the third quarter following the lifting of 
the first lockdown, it remained below the level pre‑
vailing at the end of 2019. This implies that, despite 
the gradual reopening of shops, private consump‑
tion was still restrained. In a survey conducted by 
the Bank in July, a large proportion of consumers, 

especially those over the age of 65, stated that they 
went shopping less often, if at all. The reduction in 
their expenditure mainly concerned leisure activities 
and tourism, clothing and hospitality. Apart from 
the partial or total impossibility of making certain 
purchases, the main deterrent factors mentioned 
were fear of infection and the rules in force in 
shops to avoid the spread of the virus (such as the 
obligation to wear a mask, compliance with social 
distancing, limit on the number of customers, etc.). 
The marked recovery of private consumption in 
the third quarter is attributable essentially to pur‑
chases of consumer durables, while purchases of 
non-durable goods remained below their pre-crisis 
level, suggesting that the decline in the first half of 
the year was due largely to the postponement of a 
number of essential purchases.

The highly uncertain climate prompting the forma‑
tion of financial reserves and the restricted oppor‑
tunities for spending income during part of the 
year propelled the household savings ratio to an 
unprecedented level in 2020. It escalated from 13 % 
of disposable income in  2019 to almost  21 % on 
average in 2020, and even reached 27 % in the sec‑
ond quarter, surpassing the peak of  18 % recorded 

Chart  18

The pandemic and the public health measures depressed private consumption
(volume data adjusted for seasonal and calendar effects ; quarterly percentage changes, unless otherwise stated)
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during the 2008 financial and economic crisis and in 
subsequent years. These substantial additional sav‑
ings came to around € 23  billion, or 10 % of total 
household final consumption in  2019. That figure 
also corresponds to more than three years’ average 
growth of private consumption expenditure as meas‑
ured over the period between 2011 and 2019.

The decline in construction activity 
and the slowdown on the property 
market depressed investment in 
housing

After rising by  5.2 % in the previous year, invest‑
ment in housing was 9 % down in 2020. Although 

the conditions for such investment remained highly 
favourable, particularly owing to the persistence of 
historically low interest rates, this sharp fall is at‑
tributable to the impact of the COVID-19 epidemic 
on activity in the construction sector. The construc‑
tion of new housing and the renovation of existing 
buildings, which together account for most of the 
investment in housing, were substantially curbed or 
even came to a standstill, particularly during the first 
lockdown at the end of the first quarter and during 
the second quarter.

Registration fees on property transactions – which 
are also recorded under investment in housing – did 
not make up for this decline. Although real estate 
activity began rising again between the two waves of 
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the epidemic, from mid-May to October, the number 
of transactions remained below the previous year’s 
figure. It is worth noting that the abolition of the 
woonbonus mortgage interest relief scheme in the 
Flemish Region from 1 January 2020 was also a factor 
here, as the announcement of the decision had trig‑
gered a surge in real estate activity in that Region at 
the end of 2019. That resulted in a marked fall in the 
number of transactions effected in the initial months 
of 2020, before the property market virtually ground 
to a halt during the first lockdown.

Weak demand and the uncertain 
outlook seriously curtailed business 
investment

While the unprecedented economic context caused a 
significant fall in firms’ operating income, the weak 
demand and uncertain outlook – on both the do‑
mestic and foreign markets – combined with serious 
risks of insolvency put the brakes on their investment 
decisions. In previous years, business investment had 

been dynamic, actually rising faster than GDP be‑
tween 2014 and 2019 and thus making substantial 
contributions to GDP growth, but in 2020 it declined 
by 8.7 % over the year. In the second quarter, busi‑
ness investment slumped by 20 %, but it revived 
more strongly than private consumption in the fol‑
lowing quarter.

According to the results of the ERMG surveys, almost 
two-thirds of the firms polled reported having post‑
poned or cancelled their investment plans. However, 
the situation varies from one branch of activity to 
another, the decline in investment being more pro‑
nounced in the sectors hardest hit by the coro‑
navirus crisis, such as event organising,  hospitality 
and the transport sector. Furthermore, production 
capacity utilisation in manufacturing  industry fell 
sharply in  2020, dropping to a low point of 73 % 
and not exceeding 74.3 % on average over the 
year as a whole, a level close to its historical mini‑
mum. This meant that, in manufacturing industry, 
there was less need to embark on investment in  
expansion.

Chart  19

Investment in housing declined in 2020, partly as a result of the constraints which impeded the 
organisation of construction work and real estate activities
(volume data, annual percentage changes)
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Government consumption rose 
slightly while public investment 
declined

Government consumption corresponds to the re‑
sources used to run public services such as justice, 
defence, education and health care. The bulk of 
that expenditure concerns the salaries of public 
sector employees, the purchases necessary for their 
work, and depreciation. Transfers from the govern‑
ment to households and firms to contain as far as 
possible the impact of the coronavirus  pandemic 
are not recorded as government consumption  
expenditure.

Government consumption rose by 0.8 % in  2020. 
At first it was held down by the reduction in health 
expenditure relating to operations and consulta‑
tions unconnected with COVID-19, which had been 
postponed in order to contain the epidemic and 
save sufficient capacity in intensive care units for 

patients infected with this new virus. Expenditure 
on these other health care services subsequently 
returned to more normal levels, so that government 
consumption increased substantially in the second 
half of the year.

Public investment declined by 3.4 %, mainly as a 
result of the shutdown in the construction sector for 
part of the year owing to the health situation, which 
led to a reduction in public works.

Belgium’s financing balance in 
relation to the rest of the world 
remained close to equilibrium

Overall, the large income and expenditure chang‑
es recorded by the various domestic sectors in the 
economy had only a limited impact on Belgium’s 
financing balance with the rest of the world, which 
remained close to equilibrium in 2020 but negative, 

Chart  20

Business investment slumped at the peak of the crisis
(volume data adjusted for seasonal and calendar effects ; quarterly percentage changes, unless otherwise stated)
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at –0.6 % of GDP. However, substantial movements 
occurred within the various sectors compared to the 
previous year.

The financing capacity of households expanded 
strongly, from  1.5 % of GDP in  2019 to  7.2 % 
in 2020. This rise was due almost exclusively to the 
growth of household savings, but the decline in 
investment in housing was also a factor. The financ‑
ing capacity of companies likewise strengthened 
in  2020, from 1.0  to  2.3 % of GDP. This was due 
mainly to a small rise in their disposable income, 
contrasting with the considerable decline in GDP : 
while the operating surplus of companies remained 
fairly stable in proportion to GDP, their tax payments 
were lower and government transfers expanded 
considerably as a result of the support measures. 
As for business investment, it declined to the same 
degree as GDP. Finally, the general government 
borrowing requirement jumped from 1.9 % of GDP 
in 2019 to 10.1 % in 2020.

The current account surplus in 
relation to the rest of the world 
turned into a deficit

For Belgium, the change from a financing capacity 
to a small borrowing requirement is reflected in the 
current account balance with the rest of the world. 
According to the balance of payment statistics, a sur‑
plus of around 0.3 % of GDP in 2019 turned into a 
1.0 % deficit in 2020. That came about because the 
trade surplus in goods and services virtually disap‑
peared and the balance of income flows with the rest 
of the world deteriorated.

Chart  21

The financing balance of the economy as a whole remained close to equilibrium despite substantial 
movements for the various sectors
(in % of GDP, unless otherwise stated)
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Belgium’s trade surplus dwindled in 
a bleak international environment

The loss of momentum in international trade owing 
to the COVID-19 pandemic and the accompanying 
fall in domestic demand had severe repercussions 
on Belgium’s foreign trade. The deterioration in 
the international trade climate, already fuelled in 
previous years by tensions around trade policy, per‑
sisted at the beginning of 2020. The business survey 

indicator on the opinion of entrepreneurs in manu‑
facturing industry concerning the outlook for export 
orders thus continued to fall, notably on account of 
the epidemic in China. In April, it dropped sharply 
following the introduction of lockdowns in most 
European countries and other advanced economies. 
The situation then recovered as the lockdowns were 
eased and industrial activity picked up. But the 
outlook became gloomier in November, following 
the emergence of a second wave of infections and 

Table  5

Current account of the balance of payments
(balances ; in € billion, unless otherwise stated)

2016 2017 2018 2019 2020 e

Goods and services 5.1 4.6 −1.2 2.9 0.1

Goods 1.8 2.4 −0.5 3.5 n.

Services 3.4 2.3 −0.7 −0.5 n.

Primary income 4.1 4.1 4.4 5.9 3.4

Compensation of employees 6.5 6.9 7.1 7.4 7.5

Investment income −1.2 −1.6 −1.4 −0.1 −3.0

Other primary income −1.2 −1.2 −1.4 −1.3 −1.2

Secondary income −6.8 −5.6 −6.8 −7.2 −7.9

General government −4.3 −3.1 −3.9 −3.5 −3.9

Other sectors −2.5 −2.5 −2.9 −3.7 −4.0

Total 2.4 3.1 −3.7 1.7 −4.4

p.m. Idem, in % of GDP 0.6 0.7 −0.8 0.3 −1.0

Sources :  NAI, NBB.
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its effects on economic activity in many countries ; 
there was then some improvement in December.

Against that backdrop, the volume of Belgium’s ex‑
ports of goods and services was 14 % down in the sec‑
ond quarter of 2020 compared to the previous year. In 
the third quarter, it bounced back, although the level 
of exports still remained about 5.8 % below the 2019 
figure. During the final three months of the year, the 
adoption of new restrictions on activity in a number 
of countries slowed the pace of the export revival : 
growth in relation to the previous quarter was only 
just over 1 %, and the level of exports was still 5.4 % 
below the figure for the corresponding quarter of 
the previous year. The deterioration in world trade 
also depressed demand from Belgium’s main trading 
partners, with a decline of around 10.6 % compared 
to the previous year. The good performance of chemi‑
cals and pharmaceuticals was the reason why Belgian 

exports stood up relatively well to the fall in foreign 
demand.

This decline in both exports and domestic demand 
was also reflected in the figures relating to imported 
goods and services. Imports displayed a quarterly 
profile fairly similar to that of exports, albeit slightly 
less marked, even though expenditure on tourism by 
Belgians abroad fell more sharply than expenditure by 
foreigners in Belgium.

Trade flows declined significantly year-on-year, with 
a 6.3 % fall in exports of goods and services and 
a 5.4 % fall in imports. Overall, net exports there‑
fore made a negative contribution to GDP growth 
amounting to around 0.8 percentage point in 2020. 
In parallel with this volume effect, Belgium’s terms 
of trade improved, as the reduction in import prices 
(2.6 %) exceeded the drop in export prices (2.2 %), 

Chart  22

Exports of goods and services suffered a negative impact from the widespread weakness of 
demand
(volume data adjusted for seasonal and calendar effects : percentage changes compared to the corresponding quarter of the previous year, 
unless otherwise stated)
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mainly owing to the lower prices of imported com‑
modities in the first half of the year. Those prices were 
down sharply following the decline in prices of energy 
commodities – particularly oil – in the context of slug‑
gish global demand.

In total, the surplus on Belgium’s trade transactions 
dropped to 0.1 % of GDP in 2020, against 0.6 % in 
the previous year. This was due to a deficit on trade 
in goods, rather than a surplus the previous year, 
which totally negated the return to a trade surplus in 
services after two consecutive years of deficit.

The surplus on trade in goods 
turned into a deficit despite the 
lower energy bill and the support 
of net trade in chemicals and 
pharmaceuticals

The COVID-19  crisis had a serious impact on trade 
in goods. According to the balance of payments sta‑
tistics, over the first nine months of 2020, the value 
of exports and imports declined by 9.7 % and 8.1 % 
respectively compared to the corresponding period 
of the previous year. In the second quarter, it was 
actually down by almost  20 %, and continued to 
fall – albeit more slowly – in the third quarter. 
According to the foreign trade statistics, this decline 
is particularly evident in the flow of energy imports 
and exports, as Belgium’s net energy bill was reduced 
by lower demand for energy combined with lower 
energy prices. Only trade in chemicals and phar‑
maceuticals, which represent over  30 % of Belgian 
exports, recorded some growth in  2020. It should 

Chart  23

Imports of goods and services mirrored the decline in domestic demand and exports
(volume data adjusted for seasonal and calendar effects : percentage changes compared to the corresponding quarter of the previous year, 
unless otherwise stated)
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nevertheless be noted that, apart from the increased 
activity connected with the public health crisis, trade 
in pharmaceuticals recorded considerable growth in 
the first quarter as a result of one specific transaction 
with the United States by a major pharmaceuticals 
company. Exports to China were likewise supported 

by the inclusion of Belgian products in the list of 
reimbursed medicines in that country. Overall, the 
foreign trade surplus in goods was down by around 
€ 3.4 billion, turning into a deficit over the first nine 
months of  2020 according to the balance of pay‑
ments statistics.

Chart  24

The balance of trade in goods deteriorated, unlike that in services
(value data : percentage changes compared to the corresponding period of the previous year, unless otherwise stated)
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Net trade in services shows a surplus 
thanks to the favourable effect of 
net income from tourism

In  2018 and  2019, Belgium’s trade in services with 
the rest of the world had posted a deficit, but in the 
first nine months of  2020, the balance was back in 
surplus. The COVID-19  crisis is a dominant factor 
here as international travel – be it for tourism or busi‑
ness – has been subject to considerable restrictions. 
While the Southern European countries have suf‑
fered greatly from the decline in tourism, the restric‑
tions have had a positive effect on the net balance 
of Belgian travel services : expenditure by Belgians 
abroad is generally more than twice the amount 
spent by foreigners visiting Belgium, and it recorded 
a larger fall. That therefore reduced the usual deficit 
in this specific service category. Similarly, the flow of 
transport‑related services also contracted considerably 
from the second quarter of 2020, owing to the reper‑
cussions of the COVID-19 pandemic on the interna‑
tional movement of goods and passengers. As in the 
case of travel, expenditure declined more sharply than 
revenue so that the deficit in transport services dimin‑
ished. Conversely, the surplus in financial services was 
eroded, mainly as a result of a fall in the amounts that 
Belgium received from other countries.

Net investment income remains in 
deficit

Transactions in primary incomes with the rest of 
the world, which include labour incomes paid and 
received by Belgian residents in relation to the rest 
of the world as well as income related to direct 
and portfolio investment, continued to show a 
positive balance in  2020 at around 0.8 % of GDP, 
which was slightly lower than the previous year’s 
figure (1.2 %). This was due mainly to a further 
decline in net investment income received from 
abroad, the principal reason being that interest and 
dividends received from the rest of the world from 
direct investment fell by more than the interest and 
dividends paid to other countries. As in the previ‑
ous year, net portfolio investment income posted 
a positive balance. The surplus was actually up 
slightly because income received declined by less 
than income paid out.

Net secondary incomes – mainly transfers from 
households and the government to the rest of 
the world – recorded a slightly bigger deficit 
in  2020 than in the previous year, mainly because 
of Belgium’s slightly larger contribution to the EU 
budget.
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2.4 COVID-19 had varying effects 
on consumer prices

The eruption of the COVID-19 crisis coincided with a 
slump in oil prices in March and April 2020, dragging 
down overall inflation in Belgium. But higher food 
prices attenuated that effect against the backdrop of 
stronger household demand and more limited sup‑
plies in certain segments.

Inflation continued to fall in  2020, dropping to an 
 average of 0.4 % over the year, against 1.2 % in 2019. 
In the space of one year, energy prices declined by an 
average of 11 %, driven down by the fall in oil prices 
which had a direct impact on prices of fuel and heat‑
ing oil, and to a lesser extent via the reduction in gas 
and electricity prices.

While these price falls were a factor supporting pur‑
chasing power, food inflation in general rose sharply 

and almost doubled to 2.6 % in 2020. The steepest 
rise concerned unprocessed food, which had recorded 
negative inflation in 2019. That figure rose steadily up 
to May and even peaked at over 7 % in the summer 
– the highest price rises for seven years. On average, 
unprocessed food prices were up by 4.7 % in 2020. 
In the case of processed food, the price rises acceler‑
ated from the beginning of 2020 but were smaller, av‑
eraging around 0.4 percentage point, and amounted 
to 2.1 % in 2020.

These price rises were due to events unrelated to the 
COVID-19  crisis as well as to factors directly linked 
to the pandemic. For instance, the spread of African 
swine fever in Asia caused a shift in demand for pork 
– emanating predominantly Asian countries – to the 
European market from  2019, driving up prices to a 

Table  6

Harmonised index of consumer prices (HICP)
(percentage changes compared to the previous year, unless otherwise stated)

p.m.  
Weighting  

 
(in %)

2017 2018 2019 2020 2020

Total 2.2 2.3 1.2 0.4 100.0

Core inflation 1.5 1.3 1.5 1.4 69.8

Services 1.9 1.6 1.8 1.8 42.6

Non‑energy industrial goods 0.8 0.8 1.0 0.7 27.2

Processed food 1.8 2.9 1.7 2.1 16.6

Unprocessed food −0.2 1.8 −0.4 4.7 4.1

Energy 9.9 8.9 −0.8 −11.0 9.5

      

p.m. Health index 1 1.8 1.8 1.5 1.0

Sources :  Eurostat, Statbel.
1 National consumer price index, excluding fuels, alcoholic beverages and tobacco.
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significant degree, while the prices of fresh products 
(fruit and vegetables from the first quarter of  2020) 
escalated because supplies were limited as a result of 
adverse weather conditions. Transport problems, social 
distancing and the coronavirus were also factors limit‑
ing supplies of some goods, such as fruit and vegeta‑
bles and fishery products. The government’s decision 
to suspend supermarket promotions temporarily during 
the first lockdown, from 18 March to 4 May, in order 
to discourage hoarding by consumers, also fuelled 
inflation during this period. This all took place in the 
context of rising direct demand for food on the part 
of households owing to the closure of restaurants dur‑
ing the lockdowns and risk avoidance by consumers, 
leading to fewer meals being eaten outside the home.

The sales season was postponed from July to August 
so as to enable non-essential shops which had re-
opened in May to sell at normal prices for a longer 
period. That decision caused a sharp rise in the an‑
nual inflation rate of non-energy industrial goods 
(mainly clothing) in July, since a period of “normal” 
prices was compared with a period of reduced prices. 
That rise gave way to a fall in the following month. 
In the case of non-energy industrial goods, inflation 

averaged 0.7 % in  2020, against 1 % in the previ‑
ous year. This movement was not apparent in the 
national consumer price index on which the health 
index is based, since the seasonal sales are smoothed 
throughout the year in that index.

Services inflation amounted to 1.8 % in  2020. 
Considering that a change in the calculation of rent 
from January onwards drove up prices by an esti‑
mated 0.3  of a percentage point in  2020, this was 
still a modest figure in historical terms. It should 
nevertheless be noted that, because establishments 
offering non‑essential services had to close during 
the lockdowns, some prices could not be recorded 
during those periods and the statistical institutes had 
to assume that they were unchanged (with a seasonal 
adjustment for travel and accommodation). That was 
also the case for some non‑energy industrial goods 
(such as clothing, furniture, cars, etc.). The price 
changes recorded in shops and services when the 
lockdowns were eased did not show any clear rise, 
and some services, such as flights, saw prices fall 
as airlines offered special deals in response to the 
decline in demand, in a context of travel restrictions 
and uncertainty.

Chart  25

Energy prices were the main factor driving down inflation
(HICP, annual percentage changes)
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During the lockdowns, measuring 
prices was a challenge for the 
statistical institutes

Social distancing requirements and the closure of non‑
essential shops made it difficult to collect the prices 
used to calculate inflation. In collaboration with the 
national statistical institutes, Eurostat drew up rules to 
resolve these measurement problems. The continuity 
of the consumer price index was achieved by means 
of estimates (necessary for a quarter of the Belgian 
consumption basket in April) and digitalisation of 
some price observations, particularly in major super‑
market chains which make scanner data available to 
Statbel. In other shops which remained open, alter‑
natives to the usual methods were preferred (e-mail, 
telephone).

In addition, the health crisis brought radical changes 
in consumption habits owing to the lockdowns, the 
reduction in income for people who had lost their 
jobs or been temporarily laid off, the population’s 
great uncertainty over the immediate future, and 
risk  avoidance behaviour. There are therefore some 
questions concerning the representativeness of the 
consumption basket in 2020.

A sample of data on debit card transactions re‑
flects these changes in the structure of expenditure 

during the pandemic : the weighting assigned to 
food (which was close to 21 % before the health 
crisis erupted) increased significantly and peaked in 
April. Conversely, the weighting of most non-food 
categories – such as clothing, restaurants, bars, etc. 
– dropped to a low point (despite the possibility of 
online purchases for some categories), before ris‑
ing again. Inflation according to an index based on 
weightings that vary from month to month proved 
to be slightly higher than the official figure with the 
weighting fixed for the entire year : the difference 
was estimated at 0.4 percentage point in April and 
May, i.e. during the spring lockdown. On average, 
from February to December, the gap is smaller at 
0.2 percentage point, with official inflation at 0.3 % 
and estimated inflation at 0.5 % 1.

The inflation gap between Belgium 
and neighbouring countries 
fluctuated during the year

A comparison between total inflation in Belgium and 
in the three main neighbouring countries (Germany, 
France and the Netherlands) reveals a common trend 

1 For more information on this, see Jonckheere J. and H. Zimmer 
(2020) “Consumer prices in light of the COVID-19 crisis”, NBB, 
Economic Review, December.

http://www.nbb.be/fr/articles/les-prix-la-consommation-dans-le-contexte-de-la-crise-du-covid-19-0
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in the initial months of 2020, namely falling inflation 
between February and April. This was due to the 
slump in oil prices, whereas the rise in food prices 
accelerated.

In the first half of  2020, inflation in Belgium was 
lower than in the neighbouring countries. This gap 
was reversed in July owing to postponement of the 

sales in Belgium and the general reduction in VAT 
in Germany (up to December). After that, the gap 
narrowed in August. From September, the inflation 
gap became positive again (at around  0.5  percent‑
age point). Without the lowering of the VAT rate in 
Germany, which led to zero inflation in July followed 
by negative inflation in that country, the inflation gap 
would have remained negative.

Chart  26

The inflation gap between Belgium and the three main neighbouring countries fluctuated during 
the year
(HICP : annual percentage changes, difference in percentage points)
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2.5 The COVID-19 crisis also had 
a considerable impact on labour costs

The coronavirus crisis and the measures taken to 
contain the fallout on health and the economy have 
had a considerable influence on labour costs in 
the private sector. Following the lockdown and the 
forced closure of businesses in a number of sectors, 
activity and the volume of labour declined sharply. 
In these circumstances, the temporary lay-off system 
– which was made more flexible during the crisis (see 
chapter 6) – played a vital role in avoiding redundan‑
cies. Workers who are temporarily laid off receive 
an allowance from the government for the period 
concerned, while the employer is largely relieved of 
the labour cost  burden. Therefore, not only does the 
system  ensure that the workers concerned still have 

Chart  27

The wage bill declined in most branches of activity in 2020
(indices 2000 = 100)
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an income, it also reduces the wage burden for firms 
while safeguarding employment.

Labour costs per employee declined, 
but hourly labour costs rose

The unprecedented recourse to temporary lay‑offs 
greatly reduced the total wage bill in the private 
sector. This fall was widespread : for much of the 
year, economic activity contracted sharply or was 
even suspended in numerous sectors. The sole excep‑
tions were branches of activity such as information 
and communication and financial services, where the 
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COVID-19 crisis had little if any influence on the activi‑
ties because they could continue via remote working. 
Altogether, the wage bill diminished by considerably 
more than at the time of the global financial crisis, 
when it only declined in the branches of activity most 
sensitive to the business cycle, such as industry and 
business services (including agency work).

Since the temporary lay-off system offers a way of 
avoiding redundancies, the decline in the number 
of employees was much smaller than the reduction 
in the wage bill. Consequently, labour costs per em‑
ployee were down sharply in 2020, falling by 2.3 %.

Conversely, labour costs per hour worked showed a 
marked rise. Calculated according to the economic 
concept, namely the method that best reflects firms’ 
effective labour costs, they increased by 4.0 %, which 
was 1.7 percentage points more than in 2019 and the 
biggest rise since 2008. While the influence of indexa‑
tion and negotiated pay rises was less than in 2019, 
the coronavirus crisis caused a marked acceleration in 
the growth of hourly labour costs.

The impact of indexation on private sector wages 
was only 1 % in 2020, owing to the slower rise in the 
health index which is used as the benchmark for wage 
indexation. The growth of real negotiated wages 
came to 0.6 % in 2020, according to the FPS ELSD in‑
dex, thus totalling 1.3 % over the period 2019-2020. 
In the end, the 1.1 % wage norm imposed by the 
federal government was therefore slightly exceeded.

Hourly labour costs were driven 
up by a composition effect and by 
additional labour costs ...

To state that the coronavirus crisis had a major impact 
on hourly labour costs at macroeconomic level may 
seem counter-intuitive, as recourse to temporary lay-
offs reduces the employer’s labour costs in proportion 
to the reduction in hours worked.

Yet, the COVID-19 crisis had a very disparate impact 
on the labour market (see chapter  6). The forced 
closures during 2020 mainly affected the branches of 

Table  7

Labour costs
(calendar adjusted data, percentage changes compared to the previous year, unless otherwise stated)

2016 2017 2018 2019 2020 e

Labour costs per employee in the private sector 0.1 1.8 1.8 2.1 −2.3

Hourly labour costs in the private sector −0.4 1.4 1.5 2.3 4.8

Gross hourly wages 1.3 1.6 2.3 2.4 4.5

Real agreed adjustments 1 0.0 0.2 0.4 0.7 0.6

Indexation 0.5 1.6 1.7 1.8 1.0

Wage drift and other factors 2 0.7 −0.3 0.2 −0.1 2.7

Employers’ social contributions 3 −1.7 −0.3 −0.8 0.0 0.3

p.m. Hourly labour costs according  
to the economic concept 4 −0.3 1.4 1.5 2.3 4.0

Hourly labour costs in the public sector 2.5 2.1 1.7 2.1 2.2

of which :  Indexation 1.0 2.0 1.5 1.5 1.5

Hourly labour costs in the economy as a whole 0.3 1.5 1.5 2.3 4.4

Sources :  FPS ELSD, NAI, NSSO, NBB.
1 Wage increases set by joint committees.
2 Increases and bonuses granted by companies over and above those under interprofessional and sectoral collective agreements ; wage drift 

resulting from changes in the structure of employment, and errors and omissions ; contribution to the change in labour costs, in percentage 
points.

3	 Contribution to the change in labour costs resulting from changes in implicit social security contribution rates, in percentage points.
4 Hourly labour costs according to the economic concept take account of the reduction in employers’ contributions for target groups, the 

reduction in payroll tax, and other wage subsidies (particularly the COVID‑19 measures). That concept gives a more accurate idea of the 
real labour costs for firms.
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activity where wages tend to be lower on average, 
such as hospitality, the events sector, and non-food 
retailing. Consequently, it was mainly the lower in‑
come earners who were temporarily laid off. Despite 
massive recourse to temporary lay‑offs and the provi‑
sion of various support measures, job losses were 
recorded. During the first phase of the crisis, these 
primarily concerned the suspension or non-renewal 
of temporary employment contracts – particularly 
agency contracts. Such contracts, which are gener‑
ally less well-paid, are often used for young people 
with little or no experience. The greater impact of the 
crisis on low-paid workers boosted the share of high-
paid workers in employment and in the wage bill, so 
that the change in gross wages per hour worked at 
macroeconomic level was automatically driven higher.

As the crisis dragged on, permanent employment 
contracts were also cancelled, leading to a rise in 
redundancy payments due from employers. Also, 
some employers made an additional payment sup‑
plementing the allowance 
received by workers tem‑
porarily laid off. That ad‑
ditional payment is man‑
datory if it is included in 
a collective labour agree‑
ment applicable to the sector concerned. That is the 
case in construction, for example, where a minimum 
supplement of €  6  per day of temporary lay-off is 
paid. Other employers voluntarily paid an additional 
allowance to limit the loss of income for their staff 
during the crisis. Finally, in  2020, employers also 
granted additional compensation to their workers for 
work done under these exceptional circumstances,  
especially in  essential sectors. That compensation took 
various forms, such as paid overtime, bonuses or the  
consumption  vouchers created by the federal  
government in the summer of  2020 and granted in 
addition to the wage norm. All these crisis-related 
payments also drove up hourly labour costs.

... but they were restrained by 
support measures

To soften the impact of the crisis for firms, the various 
levels of government in Belgium adopted numerous 
measures during  2020 which reduced the labour 
costs for the employers affected. For instance, it 
was decided that – for the hardest-hit sectors – pay‑
ment of the payroll tax deducted at source would be 

partially waived for three months in order to encour‑
age the return to work of employees temporarily laid 
off. In  addition, the amount paid by the Region per 
service voucher was temporarily increased, employers’ 
contributions paid in the third quarter were offset by 
an allowance for employers forced to close during the 
second lockdown, and a subsidy was granted to fund 
the end‑of‑year bonus in the hospitality sector.

The government also took specific decisions on pay 
for health care workers who kept the health sys‑
tem running during the coronavirus crisis but were 
thereby placed under severe strain. In  2020, this 
mainly concerned a one‑off incentive bonus paid to 
hospital staff at the end of the year and financed by 
the government.

According to the methodology used in the European 
system of national accounts (ESA), hourly labour costs 
were up by 4.8 % in  2020. The support measures 
mentioned are not taken into account in that figure 

since, according to the ESA, 
they are regarded as wage 
subsidies. Altogether, the 
new labour cost support 
measures adopted in 2020 
amounted to € 1.3 billion, 

representing around  0.8 % of the wage bill. These 
measures thus significantly moderated the real rise in 
labour costs for employers (+4.0 % according to the 
economic concept).

Unit labour costs also rose steeply

A strong rise in hourly labour costs is not neces‑
sarily detrimental to the competitiveness of Belgian 
firms so long as it is accompanied by an equivalent 
increase in apparent labour productivity. However, 
productivity measured at macroeconomic level de‑
clined in  2020. That fall contributed to a marked 
rise in unit labour costs in the private sector amount‑
ing to  4.3 % according to the economic definition. 
Although that surge is due mainly to the temporary 
impact of the fallout from the COVID-19 crisis, in the 
absence of intervention it will not be entirely offset 
in the years ahead.

This rise in unit labour costs was widespread in the 
economy. Nonetheless, it was most pronounced in 
the branches of activity hardest hit by the crisis, 
such as business services, and especially trade, 

Wider use of temporary lay-offs in  
the less well-paid sectors contributed 
to the increase in hourly labour costs
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transport and hospitality. In these two sectors, this 
substantial increase was attributable primarily to 
the strong rise in hourly labour costs, which result‑
ed partly from the composition effect mentioned 
earlier, as temporary lay-offs mainly concerned 
low-paid workers in 2020. This development was 
further reinforced by lower labour productivity, as 
value added declined more sharply than the num‑
ber of hours worked. In all other branches of ac‑
tivity, firms managed to ensure that value added 
fell by less than the volume of labour, so that the 
apparent labour productivity increased in varying  
degrees.

The coronavirus crisis is hampering 
assessment of the competitiveness 
of Belgian firms

In 2020, labour costs not only in Belgium but also 
elsewhere were very strongly influenced by the par‑
ticularly serious repercussions of the COVID-19 cri‑
sis on the labour market, and by the measures 
which were adopted in various countries and are 
often difficult to compare. That makes it unusually 

difficult to conduct the annual assessment of the 
movement in hourly labour costs in Belgium and 
the comparison with trends in the three neighbour‑
ing countries, namely Germany, France and the 
Netherlands, which – by law – serve as the bench‑
mark for pay negotiations. The Central Economic 
Council (CEC) nevertheless estimated the wage 
handicap for 2020 and calculated a maximum avail‑
able wage margin, these two elements together 
forming the starting point for pay negotiations for 
the period 2021-2022.

The wage gap for  2020 is estimated at –0.1 %, 
which means that, on a cumulative basis 
since 1996, Belgium has built up a very small com‑
petitive advantage over the three neighbouring 
countries. The  maximum wage margin available 
for the period  2021-2022  is assessed at  0.4 %. 
Estimated hourly labour costs in the three neigh‑
bouring countries are the starting point for these 
calculations, and in the current context, they are 
even more extremely uncertain than in normal 
times. The CEC therefore indicates that it will be 
able to measure the movement in these two indi‑
cators more accurately in its next Interim Technical 

Chart  28

Unit labour costs 1 increased sharply in some branches of activity
(percentage change between the first three quarters of 2020 and the corresponding period of the previous year)
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Report, on the basis of the statistics and infor‑
mation then available. If, at the end of the first 
year of the interprofessional agreement, it should 
emerge that hourly labour costs are rising faster in 
Belgium than in the neighbouring countries, the 
amended  1996  Law would permit activation of 
an adjustment mechanism in order to prevent any 
derailment of labour costs.

Owing to the asymmetric impact of the COVID-19 cri‑
sis on the branches of activity, it seems appropriate to 
provide the maximum scope for wage bargaining at 
sectoral and company level, so that pay agreements 
can be concluded according to the financial and eco‑
nomic situation specific to each of them. That would 
give firms in the hardest-hit sectors the chance to 
recover and to maintain employment.
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