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F
or decades, Wallonia was syn-
onymous with economic fail-
ure. When the steel industry
began to fade in the second
half of the 20th century, busi-

ness in the former jewel of Belgium’s
economy slowed to a near standstill.

Unemployment increased over the
decades to Spanish and Greek levels,
while labour costs rose despite falling
productivity, according to data from
the Organisation for Economic Co-
operation and Development.

In recent years, global companies
lured by the francophone southern
region’s attractive tax incentives and
the local government’s business-
friendly approach have regularly
found themselves at loggerheads with
unions reluctant to accept tough
restructuring plans and efforts to
modernise working practices.

“The local government wants to be
open and helpful, but there are deep
structural problems that make it diffi-
cult to operate,” says an executive of
a large foreign company. “Labour con-
straints as well as expensive labour
costs are a big problem. Once the gov-
ernment has the courage to deal with
this problem and take concrete action
to make the labour market more flexi-
ble, Wallonia has great potential to
attract investment. There are a lot of
bright people and the location is per-
fect for multinationals.”

The biggest risk that Wallonia faces
is to be the eternal “great potential”
story for global investors. The region
has much to offer – first and foremost
its location. Sandwiched between Ger-
many and France, Europe’s two larg-
est markets, and with access to good
sea routes to the UK as well as the

Channel tunnel, Wallonia has a geo-
graphic edge.

Johnson & Johnson, the US health-
care group, decided to make Wallonia
its European distribution hub for pre-
cisely this reason. It can serve a mar-
ket of more than 100m consumers
within a three-hour drive.

Jean-Michel Colnot, Johnson &
Johnson operations director in Bel-
gium, is such a strong believer in the
region that he agreed to offer “testi-
monials” to the government-backed
Invest in Wallonia marketing organi-
sation. He says the region “is ideally
located for shipping by road to our
two major markets, France and Ger-
many, and is close to the freight air-
ports at Liège and Brussels”. Incom-
ing companies have the full support of
the public authorities, he adds.

Since 2000, a new generation of
more market-oriented politicians has
emerged at the top of the Socialist
party, and made a concerted effort to
turn the area round after years of
neglect and mismanagement.

The stepping stone to the turnround
has been Wallonia’s “Marshall Plan” –
nicknamed after the US postwar aid
programme for Europe – which has
injected about €5bn into the region’s
economy since 2006.

Unlike in the past, such funds have
not been used to slow the decay of
moribund industries. Instead, they
have been targeted at high-value inno-
vation and service oriented sectors,
such as biotechnology, logistics and
the visual arts.

A great deal of the region’s energy
and money have gone to boosting its
creative industries. Two years ago,
the local administration set up Crea-
tive Wallonia, an innovation pro-
gramme that has sought to rejuvenate
and modernise the economy.

Continued on Page 2Modern twist: a Ron Arad Associates-designed shopping centre in Liège Getty

A great deal of the region’s
energy and funds have
gone to boosting its
creative industries

A modern
economy
seeks to
shed its past
Technological and creative sectors are replacing
heavy industry but the labourmarket still lacks
f lexibility, writes James Fontanella-Khan
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If every state has a right
to its own special symbols,
then so does every region
within that state.

Proud and resolved,
legislators convened in the
halls of Wallonia’s
parliament in July 1998 to
choose the first official
symbols of their solidly
francophone Belgian
region.

For a public holiday,
they chose the third
Sunday of September. For a
flag, they chose the coq
hardi, a bold red cockerel
on a yellow background.
For an anthem, they chose
“The Song of the
Walloons”: “We are proud
of our Wallonia / The
whole world admires her
children / Her outstanding
industry is of the first rank
/ And for her arts she is
appreciated just as much.”

These choices deliberately
copied those made for
Wallonia in 1913 by an
unofficial regional assembly
of French-speaking activists
who had burst on to
Belgium’s political scene in
the late 19th century. In
this way the francophone
Walloons of the 1990s
signalled to their restive
Dutch-speaking compatriots
in northern Belgium that
they, too, possessed a
unique regional identity
with roots deep in the past.

In today’s Belgium, one of
Europe’s most decentralised
states, it is Flemish
nationalists and separatists
who tend to attract outside
attention. In Flanders there
has emerged, over the past
50 years, a sharper sense
that the regional identity
is something self-contained
and separate from a Belgian
identity. Pride in Wallonia
overlaps far more smoothly
with pride in being Belgian.

Yves Leterme, a Flemish
politician and former
Belgian prime minister
(whose father was Walloon
by birth but settled in
Flanders and married a
Dutch-speaker), observed in
2006 that Belgians had
little in common apart
from the king, the national
football team and certain
brands of beer. The gibe
resonated with some of his
fellow Dutch-speakers, but
with fewer Walloons.

These differences were
highlighted in a survey
published four years later
by La Libre Belgique, a
Brussels newspaper. It
showed 44 per cent of
Belgium’s people felt first
and foremost Belgian, 25
per cent Flemish and 4 per
cent Walloon. Walloons
account for slightly under
a third of Belgium’s 11m
people. The vast majority
regard their regional,
francophone identity as
compatible with a sense of
being Belgian.

In the near term, only
two developments would
be likely to splinter this
self-image. The first
would be the coming to
power in Flanders of

separatist forces powerful
enough to push Belgium
towards a negotiated
dissolution of the state.
The second would be a rise
in Flemish influence over
the Belgian state to the
point at which Walloons
decided they were suffering
extreme discrimination.

Each development would
compel Walloons to redefine
their identity and status in
a world either deprived of
a Belgian state or
containing one deemed no
longer capable of protecting
Walloon interests. In such
circumstances neither of
the two chief options would
be particularly attractive.

An independent Wallonia,
in its present boundaries,
would be politically and
economically weaker than
all its neighbours except
Luxembourg.

As for absorption into
France, it would at least be
nothing new: the French
revolutionary republic
swallowed up the region in
1795, and it was not
disgorged until Napoleon’s
downfall 20 years later.

In recent times, however,
the only prominent French
politician to have raised
the idea of annexing
Wallonia is Marine Le Pen,
leader of the far-right
National Front party.

Rather than either fate,
Wallonia might prefer life
conjoined with Brussels, a
mainly French-speaking
city that doubles as the
capital of Belgium and the
EU. But Brussels is
surrounded by Flanders.

Flemish politicians
therefore regard a union of
Brussels and Wallonia,
long desired by a militant
French-speaking minority,
as out of the question.

It is, in truth, the
seemingly insoluble
problem of what to do with
Brussels in a Belgium-free
world that has kept
Wallonia and Flanders in
one state. However, after
six painstaking reforms of
Belgian state architecture
between 1970 and 2011, the
peoples of Wallonia and
Flanders feel, if anything,
even more detached from
each other than ever.

The only answer, as
Walloons themselves have
begun to discover, is to
make the best of an
undeniably messy state of
affairs. In part, this means
creating a platform for
long-term prosperity by
developing service-based
industries, stimulating
foreign investment and
improving education and
research facilities.

In fields such as
chemicals, life sciences,
advanced metal working,
logistics and agricultural
products, Wallonia already
has much to be proud of.

In the broadest sense,
however, it means
presenting Wallonia to the
world as a region quite
different from the Flemish-
inspired stereotype of a
grimy, welfare-dependent
backwater, bulging with
obsolete smokestack
industries and governed by
socialists with prehistoric
ideas about economic
management.

The
constitutional
future of
Belgium is,

without
question,
uncertain.

But that
is no reason

for Wallonia
to neglect the

careful promotion of its
own interests in the
meantime.

Region learns to
forget Flanders
and love itself

Comment
TONY BARBER

The Netherlands to the
north may be suffering its
second year of recession
and France to the south is
struggling to revive growth
this year. Belgium however
not only avoided recession
in 2013, but has ridden out
the crisis better than most
countries in the eurozone.

Economic activity has
surged beyond the level pre-
vailing at the end of 2007.
Consumer spending has
held its own, reaching its
highest rate of growth in
two years in the last quarter
of 2012. Exports, after declin-
ing in 2009, have continued
to rise annually.

Helped by its proximity
and close corporate links to
Germany, its largest trad-
ing partner, the Belgian
economy has emerged rela-
tively intact, with gross
domestic product contract-
ing just slightly – by 0.2 per
cent – in 2012.

In 2013, Belgium’s GDP
will stay flat before rising
at a 1.2 per cent rate next
year, according to Eurostat,
the European Union’s sta-
tistics provider.

Johan Van Gompel, senior
economist at KBC Group, a
bank, in Brussels, says:
“Our country weathered the
economic crisis relatively
well.”

Wallonia, which had been
something of an economic
drag on Belgium since the
1960s, has outperformed
neighbouring Flanders on
economic growth since 2000.

As with the broader
Belgian economy, exports
are a growing part of Wallo-
nia’s economy.

Over the past 10 years,
exports have grown nearly
10 per cent a year on aver-
age and now account for
more than three-quarters of
the area’s GDP.

Much of that has to do
with the economic stamina
of Germany, which is
expected to outperform the
rest of Europe in 2014 on the
back of robust consumer
spending and strong orders
for capital goods.

Germany’s GDP, forecast
to rise 0.4 per cent this year
by the European Commis-

sion, is expected to increase
1.8 per cent next year.

The pull of German eco-
nomic success is evident
throughout Belgium, partic-
ularly among small and
medium-sized enterprises in
Wallonia. Take Joskin, a
€100m-turnover manufac-
turer of agricultural
machinery, such as manure
spreaders and livestock
trailers. Based in Soum-
agne, just east of Wallonia’s
business capital, Liège, the
company does about €14m
worth of business a year in
Germany. While that is up
from €8m-€10m five years
ago, the company wants to
double the figure.

“Germany is a key mar-
ket for us,” says Pierre
Demianoff, an adviser at
Joskin. “Germany has 20
times the number of farm-
ers as Belgium.” He adds
that the company is consid-
ering establishing a produc-
tion site in Germany, to add
to those it has in Belgium,
France and Poland.

Mr Demianoff’s optimism
may be well placed. German
imports are expected to
increase in the coming
months, as its economy
picks up.

After rising 1.8 per cent in

2012, imports are forecast to
jump 2.1 per cent this year,
before surging 7 per cent in
2014. Economists see low
interest rates and rising
corporate confidence bol-
stering investment in equip-
ment imports.

ABV, which makes parti-
tions for offices and public
spaces, has also seen strong
demand from Germany and
is to increase its focus on
that market. The company,

based in Seraing, west of
Liège, has done business
there for 20 years.

The company’s decision
is both economic and
geographic. ABV’s biggest
order last year was from
Germany, and its produc-
tion site is just 35km from
the border. Over the
next five years, the com-
pany’s executives aim to
double turnover and hope

Germany will account for
three-fifths of the growth.

“The potential in Ger-
many is huge,” says Eric
Dor, managing director.

Another force bolstering
the economy for small and
medium-sized businesses in
Belgium is government pol-
icy. The country, which
used to have one of
Europe’s weaker economies,
has come under pressure
from the European Commis-
sion to impose tough eco-
nomic reforms without
strangling growth.

“Belgium has a lot of fis-
cal credibility compared
with many countries,” says
Stéphane Sorbe, an econo-
mist on the Belgium desk at
the OECD in Paris. “Public
debt is high, but [the Bel-
gians] have been in this sit-
uation for decades and have
shown in the past their abil-
ity to reduce it.

“In recent years, Belgium
has delivered on the struc-
tural fiscal consolidation it
promised.”

The coalition government,
which took 18 months to
form but could remain in
power for several years, has
enacted pension reforms,
tightening the rules for
leaving the workforce early.

It also reduced unemploy-
ment benefits.

Another plus for the econ-
omy is that Belgian con-
sumers and businesses did
not borrow excessively,
helping avoid a Spanish or
Irish-style housing bubble.

Belgium’s economy is not
out of the woods. Its sover-
eign debt stands at 101 per
cent of economic output,
which is higher than any
eurozone country other
than Italy and the four that
have required EU bailouts:
Greece, Portugal, Ireland
and Cyprus.

Perhaps the biggest issue
is unemployment, which
stood at an average 7.6 per
cent in 2012. This year, it is
forecast to rise to 8 per
cent, where it is expected to
remain in 2014.

But while Belgium’s
unemployment is above that
of Germany and Austria –
forecast to have rates of 5.3
and 4.7 per cent, respec-
tively – it is likely to remain
lower than levels in other
core eurozone countries.

So even as the eurozone
as a whole shakes off a
two-year contraction, Bel-
gium is holding its own.
Sometimes the small can be
mighty.

Exports and fiscal reforms drive growth

B
elgium often attracts the
world’s attention for the
wrong reasons, be it for its
economic problems, fears of
a break-up between the

Dutch-speaking north and franco-
phone south, or the world’s biggest
ever diamond heist.

But the qualification of Belgium’s
Red Devils national football team for
the World Cup in Brazil next year –
after a 12-year absence from the pres-
tigious competition – has finally
given the country a chance to high-
light its best side.

“Our Red Devils are a great source
of pride,” Elio Di Rupo, Belgium’s
prime minister, told the French-
language daily La Libre Belgique.
“Our image abroad has changed.
‘Made in Belgium’ is synonymous
with creativity and quality. Of course,
the Red Devils also contribute to the
image of a talented and victorious
Belgium.”

But the success of the eclectic and
gifted Belgian squad represents more
than a passing moment of national
pride. It highlights a broader resur-
gence of the country, both economi-
cally and socially, analysts say.

Carl Devos, professor of political sci-
ence at Ghent University, says the
rise of Belgian football from the bot-
tom of the international league tables
to fifth in the world ranking of Fifa,
the game’s governing body, calls for a
closer look at the country and how it
is changing.

He says: “In 2010, when we
remained without a government for a
record one and a half years, and the
Flemish separatists won a big share of
the popular vote, everyone thought
we were on the verge of breaking up.

“Now the Red Devils are doing
really well, everyone is pointing out

how united Belgium is and how we
will never separate. Clearly both
views are wrong. We were never such
a fractured nation and we will never
be a super-united nation – we cele-
brate our diversity in unity,” says
Prof Devos.

Belgian football is also a good exam-
ple of what Mr Di Rupo calls the “Bel-
gian recipe”, says Prof Devos. In the
aftermath of the Red Devils’ disas-
trous European Championship in 2000
– the tournament was co-hosted by
the Netherlands and Belgium – the
head of the Belgian football associa-
tion decided to create a blueprint to
transform the way the nation’s youth
coaches taught the game.

Michel Sablon, technical director of
the Belgian football association,
slowly imposed new rules and tactical
formations to inspire a new genera-
tion of younger players to play with
the classiness of the Spaniards and
the strength of the Germans. But
rather than a revolution, it was an
evolutionary process that took about
a decade before it began to bear fruit,
says Prof Devos.

“Di Rupo is doing the same with the
country slowly, or the Belgian way, as
he calls it. He is reforming the coun-
try by applying a bit of fiscal rigour
here and bit of economic impetus
there,” he says.

In May, Belgium was on the verge
of becoming the first eurozone coun-
try to be fined by the European Com-
mission for failing to cut and tax its
way back into fiscal health. Eventu-
ally it managed to avoid being pun-
ished by the “other” Brussels.

But the commission went on to crit-
icise the coalition government for not
doing enough to push through auster-
ity measures. Belgium was supposed
to get its deficit down to 3 per cent of

gross domestic product in 2012 – from
3.7 per cent in 2011 – but instead it
rose to 3.9 per cent after the state
spent €2.9bn bailing out Dexia, the
struggling Franco-Belgian bank.

However, economists have defended
Belgium’s reform agenda, which
included changes to the country’s
onerous pension and unemployment
benefits system.

Marco Wagner, an economist at
Commerzbank in Frankfurt, Ger-
many, says Belgium has done quite
well compared with most other euro-
zone countries.

He adds that if the one-off bailout of
Dexia were removed from the coun-
try’s accounts, Belgium’s deficit
would have been closer to 3 per cent,
making it one of the best performers
in the eurozone.

The financial markets have already
rewarded the grand coalition of
Socialists and Catholics for its
reforms. Nearly two years ago, yields
on Belgium’s benchmark 10-year bond
were close to 6 per cent. But this year
Belgium managed to issue debt with a
negative yield. For Belgium, like the

Red Devils, success is not assured,
says Prof Devos. But there is a grow-
ing feeling in the country that the
“Belgian way” works after all. “A
year ago, if you had asked me if we
would have a second Di Rupo govern-
ment I would have said no. Today,
absolutely yes,” he says.

Country plays
a long game to
consolidate
recovery
Belgium Blueprint for economic and political
reforms echoes the rejuvenation of the national
football team,writes James Fontanella-Khan

Kick-start: Belgian
prime minister
Elio Di Rupo,
centre, celebrates
qualification for
the World Cup
last month Getty

David Valentiny, execu-
tive director of ID Campus,
one of the Creative Wallonia
programmes, says it is the
first time “a comprehensive
governmental strategy has
focused on creative empow-
erment”. The results have
been “incredible” in a short
time, he says.

The European Commis-
sion, the EU’s executive
arm, which has often been
critical of the economic diri-
gisme usually associated
with Wallonia, has recently
praised the socialist-run
region’s policies for foster-
ing creative industries.

Continued from Page 1 “We want Wallonia and
Creative Wallonia to take
the lead in demonstrating
how creativity can trans-
form industrial regions,”
says Agnieszka Truszczyn-
ska, policy officer at the
European Commission
Directorate General for
Enterprise and Industry.

She says it is a “valid
approach that brings
together all the necessary
players and is underpinned
by a supportive ecosystem.
In such an environment,
entrepreneurs can develop,
innovate, grow and interna-
tionalise.”

The Socialist govern-
ment’s approach has been

welcomed by multinationals
and its efforts have been
rewarded with investment.
Companies with a large
presence in the region
include Google, the US
internet group, Caterpillar,
the world’s largest earth-
moving equipment maker,
and Pfizer, the US pharma-
ceuticals company.

The companies have wel-
comed the Walloon govern-
ment’s eagerness to
embrace change and are
determined to stay for the
long term. But their pres-
ence should not be taken for
granted. Many investors
want the regional govern-
ment to ignite a new phase

of reform. “Together with
central government [the
Walloon government] needs
to send us a sign it is keen
to change,” says one US
investor.

The biggest problem in
this respect remains high
labour costs, which affect
Wallonia as much as Flan-
ders, the richer, Dutch-
speaking northern region.
According to a report by the
Institut Economique Moli-
nari, a think-tank, for every
euro paid to an employee in
Belgium, an employer must
spend €2.52 – a significantly
higher figure than the EU
average of €1.86.

“This finding reinforces

the need for a change in
Belgian legislation,” says
the American Chamber of
Commerce in Belgium. “Not
only is the current system a
deterrent to companies that
are considering investing,
but the comparison with
social spending reveals inef-
ficiencies in redistribution.”

Something else that con-
cerns investors is the
strengthening of the so-
called “Renault law” – a
statute that requires
employers planning mass
redundancies to consult
with workers and explore
alternatives. It was drafted
after the French carmaker
announced it was closing

its plant in Vilvoorde, Flan-
ders, in 1997, a move that
cost more than 3,000 jobs.

The Renault law gives
workers and management a
chance to find a solution,
but in practice it can mean

negotiations last months,
leaving companies at a
standstill and workers out
of the job market.

Willy Demeyer, Socialist
mayor of Liège and a promi-
nent Belgian senator, pro-

posed a change in the law
that would enable the local
government to nationalise a
company’s assets if restruc-
turing talks fail. The plan
has not yet been approved,
but the idea has some mul-
tinationals worried.

After ArcelorMittal, the
steel group, announced it
would shed about 2,000 jobs
in the region as part of a
restructuring plan, unions
suggested Wallonia could
acquire the company’s local
assets. The nationalisation
idea was quickly buried, but
it frightened the steelmaker
and other investors watch-
ing the case.

“Such threats just revive

the stereotypes of Wallonia
as a socialist enclave,” says
a consultant for a foreign
group. “The local govern-
ment should distance itself,
otherwise it will freak out
investors.”

Wallonia has come a long
way since the decline of the
steel industry in the 1970s,
showing resolve and will-
ingness to change.

However, old-school rhet-
oric such as threats to
nationalise failing compa-
nies has unsettled some
investors, raising concerns
their patience might run
out unless actions are taken
to implement promised
labour reforms.

A modern economy seeks to shed the ghosts of its past

Economy

Proximity to robust
German market
creates opportunities,
writes Laura Cohn

€2.52
Walloon employers’ costs
for each euro paid in wages

Doing Business in Wallonia

The ‘coq hardi’ flag

‘Public debt is high,
but in the past
[the Belgians] have
shown their ability
to reduce it’
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Doing Business in Wallonia

ArcelorMittal has
experienced the highs and
lows of doing business in
Wallonia. The world’s
largest steelmaker, which
had global revenues of
$84.2bn in 2012, has 11 sites
in Belgium’s southern
region employing 4,000
people.

Over the past decade, the
company has restructured
its activities across Europe
in response to slowing
global demand for steel.
The latest restructuring
announcement, involving
large cuts in jobs, came in
January.

The company is
confident it will secure a
final agreement on the
cuts with the Walloon
government and unions.

Henri Blaffart, head of
human resources at
ArcelorMittal, says that
while the group’s main
activities in Belgium will
remain in Liège, a
restructuring plan will cut
the workforce to 2,000 once
negotiations are complete.

These discussions are
about how to manage the
social impact of the
restructuring, according to
people close to the
company and the
government. A final

deadline has been set for
the end of November.

Mr Blaffart says the
changes will help ensure
the future of a sustainable
business in Liège. The
agreement includes an
investment plan of €138m
for the next five years. “We
have good reason to think
we could develop additional
activities when the market
picks up,” he says.

Following the financial
crisis and a large drop in
demand for steel,
ArcelorMittal believes its
European business is
operating at substantial
overcapacity.

Logistics have added to
costs at Liège, as facilities
are dispersed around the
city, with materials moved
by rail. In other plants,
such as the one in the
Flanders city of Ghent, the
facilities are close together.

Despite repeated cuts,
unions have not given up
on the steel industry in
Liège, making the
negotiations for the latest
agreement very tough, says

an executive close to the
company, who asked not to
be named.

Restructuring is
constrained across Belgium
by a law requiring
employers planning mass
redundancies to consult
with workers and explore
alternatives. Under the so-
called Renault law –
drafted after the French

carmaker announced it
was closing its plant in
Vilvoorde, Flanders, in
1997, which cost more than
3,000 jobs – unions can
“seek information” about
the restructuring plans for
as long as they need.

This means that repeated

queries can delay the
implementation of such
plans.

“This can be infuriating,”
says one executive
representing the business
interests of international
companies.

What has made things
harder for ArcelorMittal,
says the executive close to
the company, is that the
Walloon government has
shown little willingness to
take a political position,
even when convinced it is
the right move, and the
unions have lengthened
the negotiation process
through blocking.

“This is a problem of the
Liège region and Wallonia
in general. [A politician or
union leader who] has
courage to say we have to
restructure is taking a
high political risk.”

In contrast to the harsh
downsizing over the years
up to 2006, Mr Blaffart
points to successful
projects in the Walloon
city of Charleroi and the
Liège research and
development centre as
examples of the potential
to develop a profitable
business in the region.

ArcelorMittal invested
nearly €28.7m two years
ago in a facility called
Industeel Belgium in
Charleroi, which makes
stainless and low-alloy
steel plates for the oil and
gas, mining and other
industries. Mr Blaffart
points out: “We have in
the region some very
interesting things: good
universities and schools
and you can find a good
level of skilled people.”

Steelmaking survives the global
slowdown but at expense of jobs
Case study
ArcelorMittal

Rationalisation is
hampered by red
tape, say Caroline
Bauman and James
Fontanella-Khan

Fired up: unions demonstrate in Brussels in February Reuters

W
allonia’s reputation as
Europe’s last old-style
socialist region often
makes it harder for the
French-speaking south-

ern region of Belgium to attract for-
eign investment. But as communist-
run China shows, one cannot judge a
country by its appearance.

Over the past decade, Wallonia’s
Socialist party-led government has
made a concerted effort to open up to
global investors by offering a series of
tax breaks and incentives to lure
them to set up shop in the region.

Such moves have helped attract
more than 500 companies over the
past decade. Among them are multi-
nationals such as Caterpillar, the US
earthmoving equipment maker, and
Johnson & Johnson, the US health-
care group.

Beyond the anti-capitalist image,
the region also appears to have rela-
tively high tax rates – the headline
corporate tax for companies is about
34 per cent throughout Belgium. But
the list of deductibles is long and can
push the final bill down to less than
half that.

The exemptions vary widely – a
good accountant is a must – and apply
to anything from research and devel-
opment investment to costs incurred
by employers offering traineeships to
university graduates.

“You’d be surprised but when it
comes to taxes the socialists are more
libertarian and free-market minded
than you would imagine,” says an
executive of a large group who asked
not to be named.

A business-friendly tax regime is
not the only reason companies move
to Wallonia. Nestled between Ger-
many, France and the Netherlands,
the region has become a convenient
logistics hub for Europe.

Jean-Michel Colnot, operations
director at Johnson & Johnson, says
that Wallonia offers the opportunity
to tap the company’s biggest Euro-
pean markets within three hours.
Freight airports at Liege and Brussels
give easy access to global markets.

Johnson & Johnson centralised its
European logistics operations in Wal-
lonia, cutting the number of distribu-
tion bases from 23 to five.

With the help of Belgium’s Wallon-
ian prime minister, Elio Di Rupo (also
a socialist), there is also an effort to

open the region up to companies from
emerging markets.

Particular attention has been
reserved for fast-growing groups from
China and India that want to set up a
presence in order to service the entire
continent. The region has organised a
number of exchanges with Indian and
Chinese companies over the past year
so as to understand investors’ needs
better.

“We have received a lot of requests
from [Chinese] entrepreneurs who are
interested in investing in Wallonia,”
Jean-Claude Marcourt, the long serv-
ing economics minister of the region,
told local media after meeting 46 busi-
ness leaders from China.

Liu Chuanzhi, president of the
China Entrepreneur Club, a Chinese
business association, admits that they
are on the lookout. “Here in Belgium,

we have had the opportunity both to
evaluate potential investments and
familiarise ourselves with the social
contract concept,” he told RTL, a
Belgian media group.

Effectively low taxation, good loca-
tion and openness are certainly big
advantages for Wallonia. But compa-
nies continue to face several problems
despite the local government’s posi-
tive approach.

The biggest difficulty for foreign
groups is the region’s labour market,
according to several business leaders.
Labour costs are very high – and keep
on rising – while productivity levels
are among the lowest in the eurozone,
complains the American Chamber of
Commerce for Belgium.

Wallonia’s welfare system and auto-
matic wage indexation – a govern-
ment-set calculation that adjusts
wages proportionally to the rise or fall
in the cost of living – have contrib-
uted to pushing up the cost of labour.

The Paris-based Organisation for
Economic Co-operation and Develop-
ment comments: “While the region’s
labour productivity is very good by
international comparison, it has
weakened since 2000 and is growing
more slowly than the OECD average.

“Given the high wage levels neces-
sary to maintain a generous social
safety net, Wallonia cannot compete
on a cost basis,” the OECD adds.

Rigid labour laws have also weighed
on workforce participation. Employ-
ment rates in Wallonia are below the
EU average.

Quality of labour is also a serious
problem, according to the OECD.
“Unskilled workers still represent too
high a portion of the total workforce
for an economy like Wallonia that is
aiming for knowledge-intensive activi-
ties. Too little attention is paid to life-
long learning,” the organisation says.

Further, labour disputes are com-
mon in the region and unions play a
fundamental role in influencing gov-
ernment policy. Global steelmaker
ArcelorMittal, which has a large pres-
ence, has been at loggerheads with
local unions opposed to its restructur-
ing plans (see article below).

International companies complain
that the socialist-led government has
made pledges to help but has been
slow to implement them.

“Generally speaking, we can’t
complain about the government. They
are not very socialist when it comes
to business but they tend to take their
time to deliver,” says a top executive
of an international manufacturing
group. “They could certainly learn a
bit of efficiency from their brothers in
Flanders.” The Dutch-speaking half of
Belgium is commonly considered a
better place to start a business as it is
better run and richer. Wallonia, how-
ever, is catching up.

Socialists put out the welcome mat for capitalists
Business environment In spite of a business-friendly tax regime, the regional government tends tomove slowly, writes James Fontanella-Khan

‘Unskilled workers still
represent too high a
portion of the workforce’

Room for manoeuvre: Caterpillar’s factory in Gosselies near Charleroi has enjoyed a series of tax breaks and incentives Reuters
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Doing Business in Wallonia

T
he first world war may be
most closely associated with
the trench warfare in Flan-
ders’ fields, the flat, easily
traversed plains of northern

France and Belgium that saw some of
the bloodiest fighting of the four-year
conflict. But the earliest engagements
of the Great War were in southern
Belgium, where Wallonian cities such
as Liège and Mons became the first
battlegrounds against the invading
German army from August 1914.

As European officialdom prepares to
mark the centenary of the outbreak of
war next year, these same Wallonian
cities will be the ones to begin
Europe-wide remembrance ceremo-
nies, something local officials hope
will spur fresh tourism in the often
neglected region.

“August 2014 will be very important
for us,” says Corentin Rousman, co-
ordinator of the war commemorations
in Mons, where the British military
saw its first action just two weeks
after the initial invasion. “We want to
become ‘the destination’ for the visi-
tors.” Today, Nato’s military head-
quarters is located north of the city.

Historically, with its picturesque
cobble-stoned medieval towns such as
Bruges, Ghent and Antwerp, Flanders
has dominated Belgian tourism, with
7.9m of the country’s 13.9m tourists
visiting the northern region last year,
compared with 3.2m for the Brussels
region and 2.8m for Wallonia, accord-
ing to Belgian government figures.

Outside Brussels itself, which drew
1.7m visitors last year, Antwerp and
Bruges were the only cities to reach
the 1m visitor mark, while Ghent
attracted 487,000. Liège, by contrast,
was the most visited town
in Wallonia last year, with 243,000
tourists.

The northern lead has been grow-
ing. Flanders has seen tourism rise 36
per cent since 1998, while arrivals in
Wallonia are up only 26 per cent.

Wallonian officials are hoping the
war ceremonies will introduce their
region to a broader group of travel-
lers and put it higher on the list of
attractions both through the four-

year period of commemorations and
afterwards. According to a July study
by the Wallonian Socialist party’s
think-tank, the region will spend
about €33.5m on first world war com-
memoration events.

“It is important for the local econ-
omy, so Mons supports a huge part of
the events,” says Mr Rousman. “The
city [government] wants to make
Mons a centre of European tourism.”

Mons will certainly be at the centre
of British commemorations, which
will be focused on the military ceme-
tery of St Symphorien on August 4,
the day German forces first crossed
into Belgium.

Andrew Murrison, the British gov-
ernment minister who is serving as
prime minister David Cameron’s spe-
cial representative for first world war
commemorations, says that although
the August 4 battles occurred in
Liège, the cemetery in Mons was
selected for UK ceremonies because of
its symbolic importance.

“St Symphorien is special, because
it has the first and last uniformed
British casualties,” says Dr Murrison.
“It is also special because it has an
equal number of British and German
graves.”

Belgian authorities will be focusing
on Liège, where the first battle of the
war occurred. “The French and Brit-
ish declared war to save ‘brave little
Belgium’,” one official involved in
Liège’s planning says.

Although the Liège commemora-
tion, which will also be held on
August 4, will use “resistance to inva-
sion” as its theme, Belgian authorities
are hoping that in addition to British
royals and French ministers, German
government representatives will
attend too.

Other towns in the region, including
Namur and Charleroi, are planning
their own ceremonies to mark the
Germans’ August 2014 drive through

southern Belgium – a move that proved
far more difficult than commanders in
Berlin had anticipated, thanks to
unexpectedly stiff Belgian resistance.
The advance was eventually stopped
in September on the outskirts of Paris
at the first battle of the Marne.

Although Wallonia spent almost all
the rest of the war under German
occupation – as did much of the coun-
try, with the exception of the Flemish

Remembrance events bring hope of visitor boom
Tourism Towns are promoting themselves in preparation for next year’s centenary of the outbreak of the first worldwar, reportsPeter Spiegel

Symbolic site: the St Symphorien
cemetery is home to an equal number
of British and German graves Alamy

Two years ago, Wallonia
began to build a support
system to boost the creative
economy of a region once
rooted in coal and steel.

Launched in 2011 by Jean-
Claude Marcourt, the
region’s minister of econ-
omy, Creative Wallonia
describes itself as a “frame-
work programme for crea-
tivity and innovation” and
is intended to help rejuve-
nate and modernise Wal-
loon industry.

The intention is to
develop an economy where
“creativity is the main
asset and innovation
is the main process”,
says David Valentiny,

executive director of ID
Campus, a Creative Wallo-
nia programme to promote
creative hotspots in univer-
sities.

“This is the first time a
comprehensive government
strategy has focused on cre-
ative empowerment. In a
short time, the results have
been incredible.”

Part of a wide-ranging
stimulus policy that
includes sectors such
as life sciences, logis-
tics and aerospace
and is dubbed the
“Marshall Plan”,
Creative Wallo-
nia includes
more than 20
schemes. These
range from
ID Campus to
Boost-Up, which

awards grants to develop
creative ideas into products.

Alphi Cartuyvels, head of
European and American
investments at Awex, the
Walloon Export and For-
eign Investment Agency,
quotes John Howkins’ 2001
book The Creative Economy:
“Creativity is not new and
neither is economics, but
what is new is the nature
and extent of the relation-
ship between them and how
they combine to create
greater wealth.”

Mr Cartuyvels says:
“Wallonia has been under-
developed for years, and I
can testify that over the
past five years it has
become more of an emerg-
ing region again.” The
region’s economy hit bot-
tom about 15 years ago and
has been slowly rebuilding
since, he says.

At the start of the year,
the European Commission

named Wallonia as one
of two European Crea-
tive Districts. The

commission asked regions
to submit a proposal on
how they could capitalise
on creative industries to
regenerate traditionally
industrial regions, explains
Agnieszka Truszczynska,
policy officer at the Euro-
pean Commission Directo-
rate General for Enterprise
and Industry.

Of the 44 applications,
Wallonia and Tuscany in
Italy were awarded funding
to establish European Crea-
tive District projects.

“We want to help Wallo-
nia to modernise further. It
should be seen as an attrac-
tive region and not one to
escape from,” says Ms
Truszczynska, adding that
she hopes the lessons
learned can be applied else-
where in the EU.

A 2013 review of regional
innovation by the OECD
noted unemployment in
Wallonia remains signifi-
cantly higher than in
the rest of the country and
that the manufacturing

workforce has halved since
1980.

The region faces a serious
challenge to find new
sources of lasting jobs, rais-
ing the importance of inno-
vation, according to the
report.

Karen Maguire, head of
the OECD’s Regional Inno-
vation Unit, welcomes the
Creative Wallonia initiative,
while stressing the impor-
tance of it being part of an
integrated regional innova-
tion policy. “One of the
missing links for getting
economic and social impact
out of innovation-related
investments is going
beyond a pure science and
technology-driven strat-
egy,” she says.

Mr Cartuyvels adds: “The
ultimate goal is to help the
people of Wallonia develop
creativity and innovation to
allow new ideas to rise. Cre-
ative Wallonia aimed to fur-
ther a mindset and,
ultimately, it seems to be
working.”

Stimulus plan adds creative industries to the mix
Regeneration

Region wins EU
award and
funding, reports
Caroline Bauman

When Benoît Rondeux was
born in Liège in 1979,
Wallonia had surrendered
its long-held crown as
Belgium’s richest region,
as ailing heavy industries
weighed on the economy.

Now, factories have
closed and unemployment
is significantly higher than
in Brussels and Flanders.

Mr Rondeux says when
he and his three partners
founded Epic, a creative
agency, in Liège in 2009, he
saw an opportunity to
prove Wallonia could still
innovate. Epic joined a
new wave of businesses in
the creative industries,
bringing rejuvenation and
recognition to the region.

Epic was recognised this
year by Creative Wallonia
as one of the region’s best
creative businesses,
winning a €100,000 grant to
fund new projects.

Twice a year, Boost-Up, a
Creative Wallonia
initiative, considers project
submissions designed by or
for creative industries.
Grants range from €40,000
to €140,000 and are
intended to help take the
projects to market.

Epic, which was one of
five winners this year,
applied with a project
called Babel, the Cat Who
Would be King, an
interactive children’s book
designed for tablets.

“From a father’s
perspective, I found the
quality of children’s books
for tablets was just
scratching the surface of
what could be done,” says
Mr Rondeux, who has two
young daughters.

“We wanted to create a
gorgeous book, like the
colourful ones we had
when we were young, that
also had good integration
with iPad technology.”

Karim Maaloul, the
book’s author and a
founding partner of Epic,
says the idea stemmed
from his childhood in the
authoritarian
atmosphere of Tunis,
the Tunisian capital.

“I wanted to make a
book that explained you
can make your own
destiny,” he says.

The grant
allowed Epic to
translate Babel
into other
languages and
market it
globally. Some
of the money
went into a second story
app, now under
development, called

Epic Stories, which will let
children use tablets to
generate their own stories.

“The Boost-Up grant
arrived at the perfect time,
because we were just about
to release Babel and were
thinking of the next plan,”
Mr Rondeux says. “We were
able to be more ambitious
with our second app, to
create a story generator.”

Epic designs websites,
social media games and
digital communication for
clients such as Nato and
Ice-Watch, the watchmaker.

However, Mr Rondeux
stresses the importance of
the agency creating its
own projects. “We believe
agencies like us must find
ways to stimulate
creativity in our own
companies,” he says.

Epic has doubled its
revenues in the past 12
months, Mr Rondeux says,
thanks largely to Creative
Wallonia grants and the
international attention the
agency has received.

Now a 10-person team, it
turned over €500,000 last
year and expects to bring
in €900,000 this year.

Creative Wallonia
selected Epic to represent
Belgium at the global
Creative Business Cup in
Copenhagen this month.

Last year, some 40
countries took part in the
cup, a three-day event for
entrepreneurs in creative
industries, and 60 are
expected this year.

Epic is a good example
of the enthusiasm behind
creative projects, says
David Valentiny, executive
director of ID Campus, a
Creative Wallonia project.

“There are many
companies without the
financial structure to bring
their ideas to life,” he says.

Mr Rondeux says official
thinking about business
has changed for the better
since Creative Wallonia
was founded. “The
government understands
the future of Wallonia is
not in steel and coal but in
creativity and new skills.

“I am optimistic we are
seeing beyond traditional
products to projects such
as Babel, which was
something that was never
made before in Wallonia.”

Award lets Epic
tell its story
to the world
Case study
Epic

Creative agency puts
tales on tablets, says
Caroline Bauman

Hail the king:
Babel the cat,
Epic’s star
creation

Heading south along the
E19 motorway through the
flat fields of Hainault, one
suddenly becomes aware of
a slender concrete tower
rising out of the plain, a
vast monument to Belgian
ambition – or folly – and
the site of one of the coun-
try’s most intriguing tourist
attractions.

Many motorists speeding
towards Charleroi have
only a vague idea that the
tower is the most visible
part of what was once one
of the world’s most ambi-
tious construction projects:
a gigantic canal super-lock
intended to increase capac-
ity and cut journey times.

The Ronquières inclined
plane was completed in
1968, but even today its
scale is mind-boggling: a
vast ramp 1.4km long upon
which canal barges –
enclosed in gigantic tubs –
are winched on rails up a
68m hill.

The first question many
visitors ask is simply: why?
On a typical day only 15 or
so barges make the journey
up or down the hill, adding
to a Magritte-style sense of
the surreal about why the

Belgian government both-
ered to build it.

The answer – as usual in
Belgium – is partly politi-
cal. During the 1960s, as the
country threatened to split
along linguistic lines, the
government in Brussels
went to great pains to
ensure that both Wallonia
and Flanders got their fair
share of public spending.

So when the ministry of
transport decided to
upgrade the port of Zee-
brugge in Flanders, Wallo-
nia sought its share of the
spoils.

Lacking any seaports –
Wallonia does not have a
coastline – the French-
speaking part of Belgium
instead asked for a massive
investment in its canals.

Pascal Fortun, tourist
director at Ronquières, says
the project was fully justi-
fied – it replaced 14 existing
locks and significantly
upgraded the canal –
although he agrees regional
politics played their part.

“When the government
was building big projects or
motorways, it had to be
attentive to the need for a
certain balance,” he says.

Mr Fortun started work-
ing at Ronquières in 1982
and holds a special affec-
tion for the inclined plane,
which saves about seven
hours on the journey time
for barges on the Brussels-
Charleroi canal.

Every day, barges carry-
ing grain, cement, cereals,

stone or waste – the canal
used to be a busy route for
coal traffic – are squeezed
into giant water tanks, each
91m long, at either end of
the ramp.

Visitors to the site can
watch the boats being
hauled up or down the
inclined plane on rails or
travel through the enor-
mous lock themselves.
Some 30,000 paying visitors
come to the site each year –
it also hosts a museum on
the lives of the boatmen
who ply the canals of north-
ern Europe – although
many more come along sim-
ply to gawp at the structure.

Although traffic through
the lock has diminished

over time, Mr Fortun
insists it is not a white ele-
phant, arguing that the
canal keeps perhaps 90,000
lorries off the roads every
year.

What is clear is that the
Brussels-Charleroi canal is
not exactly in the same
league as those in Panama
or Suez, but the investment
put into this workaday
stretch of water might con-
vince you otherwise.

Because Ronquières is not
the only remarkable piece
of engineering on the canal:
it is simply the engineering
solution for getting boats
quickly up the escarpment
when heading south from
Brussels.

On the other side of the
hill the boats have to come
down again, hence the con-
struction of the Strépy-
Thieu boat lift on the Canal
du Centre: a contraption
that puts barges into tubs
and then raises or drops
them 73m vertically.

If that is not enough,
canal lovers can travel a bit
further along the waterway
to see four older hydraulic
boat lifts – built between
1888 and 1917 – which have
been designated as a Unesco
world heritage site.

Mr Fortun confesses,
however: “I began my
career at Ronquières some
32 years ago – it is still the
one I love best.”

Super-lock
draws public,
if not traffic

Infrastructure

The Ronquières link
is Belgian transport
policy writ large,
says George Parker

Not-so-hot tub: just 15 or so
vessels a day use the
Ronquières inclined plane

Dreamstime

The tourist director
argues the canal
keeps perhaps
90,000 lorries a
year off the roads

Flanders has seen tourism
increase 36 per cent since
1998, compared with
26 per cent for Wallonia

area around Ypres that would become
infamous for trench warfare and some
of the deadliest chemical attacks in
history – the region will attempt to
keep tourists coming throughout the
four-year remembrance.

Dr Murrison says: “I think the
demand on France and Belgium in
particular is going to be very high
throughout the four-year period.”

The Walloon Heritage Institute will
be organising regular tours dubbed
“Route 14-18” that will include Liège’s
forts, the “martyr cities” of the
region, and cemeteries and memorial
sites throughout Wallonia.

A few of the tours might prove con-
troversial. Some historians refer to
the German occupation as “the Rape
of Belgium” and some organisations –
including those promoted by the
regional government – will focus on
the treatment of Belgians at the
hands of German occupiers.

For instance, the Fondation MERCi,
a remembrance charity, is organising
“In the footsteps of 14-18” walks,
intended to remember “German war
crimes, massacres and atrocities”,
with a special focus on the Wallonian
town of Rossignol.

Dr Murrison says British authorities
are conscious of local sensitivities,
but adds that organisers first had to
be “true to history”. At the same
time, he says, all organisers were hop-
ing to “do everything we can to focus
on reconciliation . . . on both sides of
the Great War divide”.

‘Creative Wallonia
aimed to further a
mindset and seems
to be working’

Innovation:
Jean-Claude
Marcourt
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