
Dear Readers,

This is the first issue of the analytical bulletin to be published since the recent launch of the new IFC Belarus

Business Enabling Environment Project, which seeks to reduce the regulatory burden borne by small and

medium-sized enterprises and improve entrepreneurs’ access to information and business support services.

In the course of this project, we will work closely with Belarusian state agencies by submitting

recommendations to the government on how to improve operating conditions for small and medium-sized

enterprises (SMEs). Particular attention will be paid to the modification and unification of legislation on

state registration, inspections and permit issuance. We will also continue our interaction with business

associations whose objective is broadly similar to ours—namely, the creation of an enabling environment

for those working in the private sector.

This bulletin focuses on problems engendered by the current state registration process for legal entities and

individual entrepreneurs as one of the key stages of market entry procedures. We dwell not only on state

registration per se, but also on post-registration procedures and the execution of the SME support state

programs. The last article of the bulletin addresses the results achieved by the Belarusian economy last year

and the economic development prospects for 2005.

We hope that our bulletin will continue to be an outlet for a variety of viewpoints and would like to mention

once again that we are open for cooperation with our readers. We hope that our joint efforts will improve the

business climate in Belarus and contribute to private business development.

Staff of the IFC Belarus Business Enabling Environment Project
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An Interview with Oleg Kravtsov:

“The Ministry of Justice Possesses Sufficient Experience

in the Field of State Registration”

Legal changes in all countries willing to develop small business are aimed at attaining the following
objectives: (1) an increase in the number of small businesses and the share of GDP they generate;
(2) better economic competitiveness as a whole; and (3) the improved quality of goods and services.
Modification of the registration procedure is one of the steps needed to achieve these goals. The current
state registration system in Belarus is ripe for reform, and its simplification has already started. Deputy
Belarusian Minister of Justice Oleg E. Kravtsov tells our correspondent about this process and future
amendments to applicable legislation.

Both the state and the population are keenly interested in making sure that state registration of legal entities is

efficient and the uniform register of legal acts contains exhaustive, reliable and easily-accessible information.

The establishment of a legal entity is a complex process regulated by legal acts and represents a sequence of

actions where the state registration is a final stage. The issue of state registration remains topical due to the

following aspects:

First, legal entities are very prevalent and because society is interested in further economic growth, it should

foster their creation.

Second, economic courts consider each year a significant number of disputes arising out of state registration of

legal entities. This means that current state registration procedures are not straightforward enough.

Third, in view of the changes taking place in the applicable legislation, approaches to not only state registration

procedures but also to the nature of state registration should be re-considered.

The Civil Code of Belarus is the primary legal act regulating the establishment and functioning of legal entities.

It stipulates that a legal entity can make use of its statutory rights once it has been duly registered. In line with

Item 3 of Article 45 of the Code, a legal entity assumes a full juridical personality following its establishment.

Article 47 says that the legal entity is deemed “established” following its state registration. The same article

stipulates that a legal entity is subject to state registration in accordance with the procedure set forth in applicable

legislation.

Presidential Decree N11 “On State Registration and Liquidation of Economic Entities” dated 16 March 1999,

as amended by Presidential Decree N29 dated 17 December 2002, is the preeminent legal act regulating state

registration in Belarus.

Part 3, Item 1 of the Regulation “On State Registration and Liquidation of Economic Entities” enacted by the

aforementioned decree mandates that state registration and the liquidation of some legal entities (banks, foreign-

invested companies, consumer cooperatives, etc.) should also be governed by special legal acts.

The following state bodies are empowered to affect state registration:

• Both regional as well as Minsk, Brest, Vitebsk, Gomel, Grodno and Mogilev City Executive Committees;

and

• The Ministry of Finance, the National Bank and various administrations of free economic zones.
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Unfortunately this list is not exhaustive. Regional and the above-mentioned city executive committees can

transfer some of their state registration and liquidation authorities to local executive agencies and district

administrations in cities.

In contrast to other executive committees, the Minsk City Executive Committee, the Minsk Region Executive

Committee and the Grodno City Executive Committee have all delegated state registration responsibilities to

their structural subdivisions, which are not directly answerable to the Ministry of Justice, namely their justice

directorates.

An analysis reveals that a multitude of agencies tasked with state registration and the differences in powers

devolved have a negative impact on state registration in terms of the uniform application of laws in Belarus.

It is difficult to identify the exact number of state agencies empowered to carry out state registration of legal

entities because, apart from central agencies, the National Bank and the various administrations of free

economic zones, all local authorities are involved in this process to a varying degree.

Virtually every local body has a somewhat different state registration procedure. This can be ascribed to the

fact that specialists charged with state registration in the regions, mainly economists, do not always have legal

training but are expected to determine whether or not the foundation documents presented by companies

seeking state registration comply with applicable legislation. They also have to resolve numerous problems

related to the applicability of state registration regulations and other legislation.

The situation is further exacerbated by the complex and convoluted nature of state registration procedures

resulting from the unclear language of legal acts, numerous reference clauses, the absence of a single methodology

for all local registration agencies and involvement of state registration officials in business liquidation.

Q. What do you think of the idea to set up a registration one-stop shop? Can the Ministry of

Justice assume such a role?

The assumption of the coordination and methodological functions by the Ministry of Justice, in line with

Presidential Decree N175 dated 8 April 2004, can be regarded as a transition stage towards the establishment

of a single registration agency, namely the Ministry of Justice. This is even more obvious because Presidential

Decree N516 dated 24 September 2001 has entrusted the Ministry with the maintenance of the Uniform

State Register of Legal Entities and Individual Entrepreneurs.

As both the state registration of legal entities and individual entrepreneurs and the maintenance of the Uniform

State Register of Legal Entities and Individual Entrepreneurs are closely connected, we have proposed to

devolve all state registration functions to a single state agency, namely the Ministry of Justice. The following

arguments can be marshaled to support this initiative:

The Ministry of Justice has sufficient experience with state registration. It is currently responsible for the state

registration of political parties, trade unions and other public organizations.

The neutral stance taken by the Ministry while resolving registration disputes should also be taken in account.

Local executive committees as well as economic ministries are all to some extent involved in economic

activities, which could lead to clashes of interests.
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The Ministry of Justice is currently working on a draft Presidential Decree aimed at streamlining the sphere of

justice. The creation of justice departments under the auspices of city and district administrations is being

considered. These departments are expected to perform the functions now devolved to other local executive

bodies.

Q.  One year has elapsed since the enactment of Presidential Decree N175. What has the

Ministry of Justice managed to do within this time? What are the Ministry’s plans for the

future?

The general principle of state registration in Belarus remains that of permission. In other words, state agencies

might grant or decline registration on grounds explicitly set forth in applicable legislation. Thus, it could be said

that the acquisition of full juridical personality by a legal entity depends on the decision of a state agency.

Under the declarative state registration procedure, the state agencies involved are not obliged to verify the

documents submitted and applicants themselves are held fully responsible for the correctness and authenticity

of the registration documents provided, as well as for compliance of registration procedures with applicable

legislation. Registration can be refused only if documents are furnished to the wrong state agency or if a

company fails to submit all documents set forth in applicable legislation. The registration period is to be reduced

to five to ten working days.

In accordance with the Council of Ministers’ order,

the Ministry of Justice has been tasked with the

implementation of the declarative state registration

method.

As was mentioned previously, Presidential Decree N11

dated 16 March 1999 is the preeminent legal act

regulating state registration and liquidation in Belarus.

Consequently, the Ministry has been empowered to

amend this document to facilitate the Council of

Ministers’ order.

For example, there is a large list of persons facing certain

limitations set forth in Item 40 of the Regulation that is

the primary hindrance to slashing the period of time

allotted to state registration. Specifically, the Regulation

stipulates the following:

• Legal entities established by the persons mentioned

in the list shall be refused state registration;

• State registration of changes and/or additions to

foundation documents of legal entities established

with participation of these persons cannot be

granted; and

• Persons included in the list cannot be registered

as individual entrepreneurs.



11

However, the dynamics of private sector development in Belarus have not seen any serious changes. In addition,

a host of problems and obvious factors holding back private sector growth is very much in evidence and has

been exacerbated.

Specifically, the high cost and excessive complexity of state business registration is one of the most ancient

problems hampering the activities of Belarusian entrepreneurs. Since 1996, numerous attempts at reform have

invariably failed and the registration procedures have only grown more costly and time-consuming. This

unfortunately leads to the following conclusion: any manifestation of initiative through entrepreneurial
activities is not welcome by either the state or Belarusian society as a whole, and is construed as
something nefarious and an expression of one of the worst traits of human nature. Therefore, anyone

venturing into business is required to prove the purity of their intentions by presenting numerous documents.

The funds an aspiring businessman will have to come up with in order to begin his business are the first real test

of his future as a respectable taxpayer and a means to punish him for excessive drive and a desire to stand out.

Crime and Punishment

Registration of a new company does not require only the receipt of a registration certificate, as this document

does not give a businessman the right to pursue a particular activity. Registration with a registration authority is

a required but hardly the only condition which should be met by a company willing to start operations. It is

followed by a slew of mandatory registration procedures whose non-execution or untimely compliance might

entail steep fines for the company and its officers.

First, a company should register with the Taxation Authorities within ten working days from the date of state

registration. This entails the following:

• A legal entity should submit notarized copies of a company charter, a foundation agreement and a registration

certificate along with other documents.

• An individual entrepreneur should present a passport or any other identification, as well as a copy of the

state registration certificate along with the original to verify the copy’s authenticity.
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The following costs are incurred while putting together a set of documents for registration with the Taxation

Authorities:

• notarization of copies of foundation documents and a state registration certificate, about 30% of a base

value per page (about 4 USD); and

• copying of the above-mentioned and other documents.

Thus, the registration of a limited liability or an additional liability company with the Taxation Authorities costs

from 65 to 70 USD and a unitary enterprise about 25 to 35 USD. Individual entrepreneurs are obliged to pay

only for a copy of the registration certificate.

The failure of a legal entity to register with the Taxation Authorities within the stipulated timeframe is punishable

by a fine ranging from 10 to 70 base values (from 120 to 830 USD). Penalties levied on individual entrepreneurs

for this transgression are smaller and vary from two to 12 base values (from 20 to 230 USD). In addition,

company officers are either given a warning or punished by a fine up to five base values (about 60 USD).

As a result a newly established company, which has yet to earn a profit, could be fined almost 100 dollars on

a technicality if it is not adroit enough or its managers lack the required experience. This figure could equal or

exceed a minimal charter capital for some legal types of companies.

Excessive business drive can also entail significant sanctions: if a newly-created company starts work prior to

securing registration with the Taxation Authorities, it could end up with a fine of 20% of the revenues received

but no fewer that 70 base values for legal entities and 20 base values for individual entrepreneurs (no less than

830 and 240 USD, respectively).

A notification confirming the allocation a taxation identification number can be obtained after five days, following

the submission of an appropriate application.

Second, a company should register with the Fund of Social Security of the Population within 15 days from the

receipt of its registration certificate. It should also submit copies of foundation documents and a registration

certificate.

If a company fails to register with the Fund of Social Security of the Population, a responsible company officer

will be punishable by a fine ranging from one to three base values (from 10 to 35 USD).

Third, a company must also register with statistical bodies by submitting copies of a company charter and a

registration certificate.

Although the applicable legislation does not lay down a specific deadline for registration with statistical bodies,

failure to timely submit a statistical report entails a fine ranging 50 to 100 base values (from 590 to 1,185 USD)

for a responsible company officer.

Fourth, a company must take out a mandatory occupational hazard and disease insurance within a month from

the date of the state registration. In order to do so, the company should once again submit copies of foundation

documents, a state registration certificate and a notification about the allocation of a taxpayer’s identification

number.
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If the company fails to take out this insurance policy in a timely manner, it is punishable by a fine equaling 10%

of insurance contributions.

Thus, a start-up is obliged to prepare al least four virtually identical sets of documents for registration with state

agencies and is expected to secure an ID for the company director and a permit for the production of stamps

and seals.

Numerous Attempts at Reforming Market Entry Procedures

It is patently obvious that the current system of business registration is hardly ideal due to the following reasons:

• It entails significant costs resulting from copying and notarization of documents.

• It limits the ability of an economic entity to make use of its statutory rights. Specifically, to open a bank

account a company should, apart from a notarized copy of its registration certificate, submit a copy of

a notification about the allocation of a taxpayer’s identification number, and a certificate confirming

registration with the Fund of Social Security of the Population as a payer of mandatory social security

contributions, as well as a registration number awarded by appropriate statistical agencies. Thus, the

ability of an economic entity to make use of its statutory rights is severely hindered because of the

manner in which state agencies perform their registration functions.

• The authorities of some state agencies overlap.

• Each step taken by an entrepreneur is so stringently regulated that it nips entrepreneurial initiative in the

bud.

Under current conditions, people willing to get into business have to spend their time and efforts on complying

with numerous bureaucratic requirements rather than on the implementation of their ideas and projects.

Consequently, not only state registration but also related business registration procedures are ripe for

simplification. Otherwise, if the reduction of the time needed to obtain a state registration certificate is not

accompanied by the revocation of the need to secure a separate registration with all state agencies involved,

this might entail not only administrative fines but also steeper penalties for start-ups.

In 2004 the Council for Private Enterprise Development, in conjunction with the UNDP, prepared a Draft

Law entitled “On State Registration of Legal Entities and Individual Entrepreneurs.” The draft law sought to

reduce administrative barriers to entry as well as to render the regulatory procedures less expensive and time-

consuming. To this end, it was proposed to introduce the following amendments to the current state registration

system:

1. One-stop-shop registration procedure

One of the provisions of the draft law mandated that within five days from the date of state registration,

registration bodies were obliged to send appropriate notifications to all taxation and statistical agencies, as well

as to the Fund for Social Security of the Population.

The specified agencies were obliged to effect registration of a legal entity or an individual entrepreneur and

send an appropriate notification within five working days from the date they were notified about the completion
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of state registration. These state agencies were not entitled to demand any additional documents or information

from legal entities or individual entrepreneurs.

2. Declarative principle of state registration

The draft law envisaged that a state registration application, along with the required documents, should either

be submitted by the applicant himself or his duly authorized representative, or sent by registered mail

accompanied by the list of documents contained. The signature on the state registration application should be

authenticated by a notary.

It was stipulated that the registration body shall not require any documents in addition to those set forth in

applicable legislation.

3. Responsibility of the applicant for the documents submitted to the registration authority

To facilitate the implementation of this provision, the draft law stated that legal entities and individual citizens

shall assume civil liability for the submission of foundation documents which are at variance with the applicable

legislation and faulty information.

4. Exhaustive list of registration documents

To this end, the draft law had a separate provision mandating that the list of documents to be submitted to the

registration body to document the creation or the liquidation of an economic entity shall be set forth in a law

and shall include only documents which are required for the identification of the legal form of the entity being

established, its name, and which additionally confirm the payment of the registration fee. The draft law excluded

from the current list the documents which are related to the functioning rather than the creation of an economic

entity—namely, a premises lease.

5. Exhaustive list of reasons for declining state registration

The draft law said that state registration can be refused only if an applicant has failed to submit all of the

required documents or if the documents have been presented to the wrong registration authority.

The notification informing the applicant about the refusal and the grounds for such a decision should be sent

within ten days from the date the registration documents were submitted.

6. Reduction and limitation of the time set aside for registration

Registration should be completed within ten days from the date the registration application was submitted to

the registration authority.

7. Responsibility of registration authorities for violations of registration legislation

The draft law set forth civil responsibility for registration officials for the following transgressions:

• Ungrounded refusal to confirm the name of a legal entity or failure to abide by the timeframe specified;

• Unjustified refusal to effect state registration;
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• Failure to carry out state registration within the timeframe specified; and/or

• Other violations of the established registration procedure.

Legal entities or individual entrepreneurs should be reimbursed for the costs incurred as a result of violations

perpetrated by a state registration agency or its official.

The draft law created a legal framework for the reduction of administrative barriers to entry and the time

span between applying for registration and start of operations. If enacted, the draft law would allow an

aspiring (and more often than not cash-strapped) entrepreneur to save not only time but funds. This is very

important since the one-stop shop registration method removes the grounds for the imposition of fines on

companies and legal entities for their failure to timely register with a multitude of state agencies involved.

Thus, entrepreneurs would no longer be distracted by the red tape associated with the registration procedure.

The draft law was discussed at length with representatives of the business community, parliamentarians,

registration and other state officials. Not a single civil servant involved raised any objections to the key provisions

of the draft law. On the contrary, district and regional officials were all for a switch to declarative state registration,

devolution of the responsibility for the correctness of the documents and information submitted from state

agencies to applicants, which will render state registration a purely technical procedure.

The document developed and revised by the National Lawmaking Centre was not submitted to Parliament

for consideration in 2004, however, as was set forth in the lawmaking schedule. The business registration

procedure continues to stoke debate and incremental changes introduced to suit the needs of certain categories

of companies remain inadequate.
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V. Zhuk

Regulation of Administrative Procedures in Transition Countries:

Market Entry Conditions in Uzbekistan

The one-stop-shop method of business registration has been in existence in Uzbekistan since 1 October
2001.1

In line with the rules governing the creation of new businesses, an individual willing to set up his own

company should submit in person or mail to the proper registration authorities the set of documents outlined

in applicable legislation. Within seven days, the authorized state agency should register the economic entity.

To become fully operational, the newly-registered company should then open a bank account.

It should be noted that this procedure should not meet any difficulties, as a company or an individual

entrepreneur is required to provide the bank with only three documents, which are as follows:

• An application;

• A copy of the state registration certificate (a Xerox copy will suffice); and

• Notarized signature samples of a company director and a chief accountant, along with two samples of a

round stamp.

Consequently, company founders do not have to spend time and funds on the so-called post-registration

procedures and can start work on their projects right away. Having introduced this business registration

arrangement, the state simplified market entry procedures for entrepreneurs and significantly reduced the

period in which start-up companies must begin paying taxes.

Functions Performed by State Registration Bodies

To facilitate the implementation of the one-stop-shop principle, the Uzbek legislation contains a number

of provisions which devolve a wide range of functions to state agencies authorized to handle business

registration.

State business registration in Uzbekistan is handled by inspections for the registration of business entities

established by local executive bodies. These inspections are empowered to:

• Carry out registration with the Taxation Authorities, along with the allocation of a taxpayer’s identification

number;

• Secure a permit to produce a seal and a stamp from the police;

• Execute registration with the Pension Fund;

• Implement registration with the Road Fund;

• Ensure registration with labor safety, employment and social security bodies; and

• Place the registered company on the Uniform State Register of Companies and Organizations.

1 Enacted by the Cabinet of Ministers’ Ordinance N347, dated 22 August 2001. This article deals with the state registration of

ordinary companies and does not examine special conditions cited for the registration of foreign-invested companies,

insurance and audit firms, nor for security, mercantile exchanges and markets.
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Registration Documents

Applicable legislation in Uzbekistan sets forth an exhaustive list of registration documents. This means that a

civil servant cannot demand additional information in any kind or form from a company founder. As was

mentioned above, the documents can also be mailed to the appropriate registration authority.

The set of documents for the registration of a legal entity includes the following:

• An application of an established form;

• Two copies of notarized foundation documents;

• A document confirming the postal address of an economic entity (i.e. a guarantee letter provided by a

lessor, or similar);

• A certificate confirming the allocation of a company name by a statistical body (the certificate should be

issued within three days);

• Three copies of stamp and seal designs; and

• A document confirming the payment of a state duty or a registration fee.

To get registered, an individual entrepreneur should submit the following documents:

• An application of an established form;

• Two photographs; and

• A document confirming the payment of a registration fee.

If an individual entrepreneur would like to have a stamp and a seal, he should also submit three design copies.

It should be noted that the registration body does not verify the content of the registration documents

provided but rather checks their availability. The compliance of registration documents with applicable

legislation is assured by notaries. This aspect is very important because it significantly simplifies the functioning

of registration authorities and in effect renders the whole procedure declaratory.

Consequently, the primary task of state registration bodies is to make sure that all required documents are in

evidence and to check the authenticity of the information they contain.

One-Stop Shop Method for Other Administrative Procedures

On 1 October 2003 the state registration procedure in Uzbekistan was amended.2

Entrepreneurs going through state registration are now able to secure a number of permits required for the

pursuit of business activities using the one-stop shop method. These include the following permits for construction

and modification of real estate objects:

• Construction of real estate objects, including those to be located on land plots acquired at auction

(certificate confirming the title to a land plot, technical specifications for laying engineering

infrastructure and an architectural layout of the building);

1 The Cabinet of Ministers’ Ordinance N357, dated 20 August 2003.
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• Re-profiling and reconstruction of real estate (the re-profiling or reconstruction permit, as well as a

registration certificate issued by the state cadastre); and

• A changing of the status of premises from residential to non-residential (a decision of the local executive

body to change the status of the premises from residential to non-residential as well as a registration

certificate, issued by the state cadastre).

It should be noted that if an applicant would like to secure these permits by means of a one-stop shop method,

the whole procedure might take up to one month. The time taken by this process depends on the level of

complexity and labor intensiveness attached to the development of technical specifications 3 and other permits.

The fact that entrepreneurs are no longer required to deal with multiple state agencies is a benefit in and of

itself.

It should be noted that not only start-ups but also functioning companies can approach the state registration

authority for permits.

Thus, the one-stop shop method in Uzbekistan is applied not only to business registration but also to the

issuance of permits that companies require to pursue their activities. It significantly simplifies market entry for

start-up companies, reduces administrative costs and positively affects the overall investment climate.

Results of the One-Stop Shop Model Application

The one-stop shop model of business registration implemented in Uzbekistan has proved to be efficient, which

is clearly illustrated by the following results of the SME survey conducted by the International Finance

Corporation in February 2004

(hereinafter referred to as “the

survey”):

• The duration of the registration

showed a two-fold decline and

lasted an average of 16 days;

and

• The share of the respondents

who had to resort to unofficial

payments dropped from 30%

to only 8%.

According to the information

released by the directorate for the

development of small business and

private enterprise of the State

Committee for the Management of

State Property and Support of

1 Technical specifications for laying down engineering networks, including gas and electricity supplies as well as running

water, sewage, heating and telephone communications.
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Private Entrepreneurs of Uzbekistan, the number of small businesses increased from 233,000 in 2003 to

277,400 in 2004. This can be attributed to the introduction of the one-stop shop method. In 2004 small

businesses in Uzbekistan generated 36% of the GDP and provided jobs for 63.2% of the employable population.

At the same time, it should be noted that the implementation of the one-stop shop method also revealed certain

problems.

Specifically, a lot of entrepreneurs still have to obtain certain permits and secure registration with the state

agencies themselves. This means that state registration agencies do not fully perform their statutory functions.

The survey reveals that about half of the economic entities registered in 2003 had to fix registration with

taxation agencies and the Pension Fund themselves, as well as receive permits for the production of seals and

stamps.

Some experts believe that the drawbacks of this new registration system could be resolved by introducing

steeper fines for civil servants violating the new registration procedures. The implementation of the “silence is

the sign of consent” principle currently employed in Italy, Spain and Mexico could also work towards meeting

the inadequacies of the new system. This principle basically mandates that a company is considered registered

if, within a specified period of time from the date the documents were submitted, it does not get a notification

to the contrary from the registration authority.

Conclusion

It is evident that the introduction of the one-stop shop method for regulatory procedures creates an enabling

environment for the development of private enterprise. This is especially true for small and medium-sized

business.

Experience accumulated in other countries should be used in Belarus for the benefit of the state and business.

It will significantly simplify the task of modifying the legal regulation of administrative procedures, prevent

possible problems and cut the costs of reforming the whole administrative system regulating private business

activities in this country.
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V. Fadeev

State Support of Small and Medium-Sized Business:

Good Intentions and their Implementation

Articles dealing with state support of small business in Belarus have been repeatedly published in this
bulletin. It is now patently clear that (1) small and medium-sized business plays an important role in the
economy and (2) this sector urgently needs state support, at least in the initial stage of its development.

Enacted in December 1996, the Law “On State Support of Small Business” envisions legal, organizational,

financial and technical support measures for small business and extends a number of privileges to this sector.

Another law entitled “On the Simplified Taxation System for Small Business” was also passed on 1 January

1998, and small business support programs are adopted annually at national and regional levels.

Judging by the number of legal acts, it would seem that Belarus has created excellent conditions for small

business and consequently should have a thriving business sector. The reality, however, is vastly different

and small business has yet to make its rightful contribution to the development of the Belarusian economy.

As of late December 2003, Belarus had 28,500 small private companies in operation and about 190,000

individual entrepreneurs. The small business sector employed about 700,000 people, or 15.8% of the total

population. In 2003, small businesses generated 8.2% of the GDP. These figures registered a slight increase

in 2004, while the number of individual entrepreneurs declined. Belarus lags not only behind Eastern European

countries but also some CIS states in terms of the number of small businesses and their contribution to the

economy. Specifically, in 2004 Uzbekistan, a country with a population of about 26 million (in comparison,

Belarus has a population of approximately 10 million), had 277,400 small businesses which generated 36%

of the GDP and employed 63.2% of the able-bodied population.

Why is Belarus struggling with small business development? For one thing, small businesses in Belarus

presently encounter the same difficulties as larger companies, which include the following problems:

• Unstable legislation;

• Excessive administrative barriers, including complex market entry procedures;

• Fairly high taxes, particularly for start-ups, as well as complex and cumbersome tax legislation;

• Unofficial payments and “voluntary contributions;”

• Excessive attention on the part of the control agencies who possess extensive extrajudicial powers;

and

• Steep fines for small transgressions, among others.

Unfortunately small business does not fully receive the assistance that is set forth in Belarus’ special legislation.

The financial support dedicated to small business, which is already insufficient, continues to decline, the

number of business support entities continues to fall, and privileges set forth in applicable legislation are not

made fully available to small companies.

The Belarusian government realizes that the pace of small business development is insufficient and has been

exploring ways to change the situation. There have been several positive developments of late. Specifically,
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the registration procedure has been simplified and the Presidential Decree on Licensing was enacted, which

significantly reduced the lines of business subject to licensing and rendered licensing legislation more stable.

On 24 March 2005, the President signed into law Decree N148 entitled “On Drastic Measures to Support

Private Entrepreneurship,” which prompted a mixed reaction from the business community. The new version

of the state support law, which has also been devised, will apply not only to small but also to medium-sized

companies. The 2005 Program for the Promotion of Small Business in Belarus, enacted by the Council of

Ministers’ Ordinance N202 dated 26 February 2005, envisions the analysis of small business support

measures at both local and national levels to assess their efficiency and a submission of initiatives to upgrade

these efforts to the Government for consideration by 25 July 2005.

Entrepreneurs and business associations pinned particular hopes on the implementation of steps set forth in

the Cabinet of Ministers’ Ordinance N1685 entitled “On Measures to Stimulate Private Business

Development,” dated 24 December 2003. State officials of all levels verbally promoted this document and

said that its implementation would raise private enterprise, particularly small business, to a new level of

development. The Ordinance laid out a raft of fairly powerful stimuli to boost small business growth. Indeed,

if implemented, these measures would have given a fillip to the development of this sector. Specifically, “The

Set of Measures to Stimulate Private Enterprise Development and the Creation of Additional Small Business

Support Entities,” adopted by the Ordinance, stipulated that the following legal drafts would be submitted

to the Government for consideration:

• “On the Sale of Real Estate and Shares held by the Ministry of Economy to Entrepreneurs at Auction

or Tender at the Start Price equaling One Base Value;”

• “On Measures to Minimize Administrative and Other Restrictions Hindering the Development and

Functioning of Legal Entities and Individual Entrepreneurs” (if this legal draft ever comes to pass,

private enterprise in Belarus will receive a powerful boost);

• “On the Procedure for the Indemnification of Damage Incurred by Legal Entities and Individual Citizens

as a Result of Illegal Actions (Inaction) Perpetrated by State Agencies, Local Managerial and Self-

Governance Bodies or Officers of these Organs;” and

• “On the Introduction of Legal Practice whereby Business-Related Legal Acts shall be Enacted at the

Start of a Fiscal Year.”

Serious tax incentives, financial support programs and measures for the creation of business support entities

were also envisaged.

All of these initiatives should have been submitted to the Government in January-August 2004. In all fairness,

it should be noted that the Ordinance only instructed the appropriate state agencies to submit proposals and

legal drafts. Nevertheless, the overall thrust of these acts did inspire some initial optimism. However, since

the Ordinance was enacted already more than one year ago and the deadlines for the submission of proposals

and legal drafts have now expired, some re-evaluation is in order.

The results unfortunately offer very little room for optimism. To date, eight facilitating legal acts have been

adopted and ten items of the Ordinance have been implemented but only to a varying degree. The following

legal acts are worthy of note:
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• The Cabinet of Ministers’ Ordinance N519 dated 6 May 2004, which adopted the “Regulation of the

Procedure for Extending Guarantees by Non-Profit Organizations on Loans taken out by Small

Businesses;”

• Presidential Decree N611 dated 23 December 2004, entitled “On Extension of Tax Incentives to

Consumer Services Centers in Rural Areas;”

• Presidential Decree N5 dated 26 June 2004, which empowers Regional and Minsk City Council of

Deputies to grant deferral of local duties and taxes as well as late-payment penalties to small businesses.

However, Item 1.9 of the Set of Measures proposed to authorize commissions under district and city

executive committees and further proposed that local tax inspectorates extend deferrals and tax credits,

as well as introduce installment plans for payments to the state budget (except for customs duties).

At the same time, many decisions which are important for business development have yet to be adopted.

These include the Laws:

• “On the Procedure for the Indemnification of Costs Incurred by Legal Entities and Individual Citizens as

a Result of Nefarious Actions (Inaction) Perpetrated by State Agencies;”

• “On Measures to Minimize Administrative and other Restraints Hindering Development and Functioning

of Legal Entities and Individual Entrepreneurs;”

• “On the Introduction of a Legal Practice whereby Business-Related Legal Acts should be Enacted at the

Start of a Fiscal Year;” and

• “On the Exemption of Small Businesses from Certain Taxes for a Period of Three Years Starting from the

Date of their State Registration.”

It should be taken into account that some measures set forth in Ordinance N1685 take longer to enact as they

entail a longer approval procedure and cannot be implemented by the Government alone. Specifically, the

document envisions amending two Presidential Decrees and three edicts. Some measures outlined in the

Ordinance also call for the adoption of laws by Parliament, which should amend the Housing Code to empower

local executive and legislative bodies to take residential premises and apartments out of the residential stock.

This would enable small businesses to utilize these properties for their operations but not for the production of

goods and services. Moreover, measures aimed at simplifying the tax system and the introduction of an advance

payment of profit tax by small businesses should be laid out in the Special Section of the Tax Code, which has

yet to be passed.

Nevertheless, decisions facilitating the implementation of most of the measures set forth in Ordinance N1685

should have been passed long ago. Moreover, the Government has repeatedly watered down this ordinance,

which was adopted on 24 December 2003 and amended for the first time on 24 March 2004—only three

months later. This document was changed a total of four times. Six items were excluded from the Set of

Measures and a further two were altered. The document originally contained 35 items, including sub-items.

These items, before they were amended, called for the introduction of the following bills:

• “On the Free Transfer of Unused Property Located on the Grounds of Closed Down Military Encampments

to Legal Entities and Individual Entrepreneurs;”

• “On the Creation and Functioning of Venture Capital Firms;”
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• “On Amending and Modifying Presidential Decree N136 dated 18 March 1998 entitled ‘On the Belarusian

Fund for Financial Support of Entrepreneurs’;” and

• “On Allowing Small Businesses to Acquire Buildings and Structures at Net Book Value, Provided the

Cost of Reconstruction and Renovation Executed by these Companies exceeds the Net Book Value of

Building and Structures Refurbished.”

This gives rise to several issues. First, it is commonly known that legal drafts submitted to the Government for

consideration are not held to sufficiently strict criteria and if a draft law does get adopted, it means that it has

been agreed upon by those who will be tasked with its implementation. So why does draft legislation move so

swiftly through the corridors of power? Are the proposals poorly developed, or has the Government drastically

changed its perception of small business?

The information that International Finance Corporation has collected over the years shows that the

implementation of some proposals has encountered serious opposition on the part of some Ministries, and

in certain cases the distracters were capable of sinking some of the initiatives. This might not have happened

if the Government had shown more resolve. In years past the Belarusian Government has endured criticism

for its unorganized approach to private business development. It has also been rumored that the Cabinet of

Ministers would only pass business-related decisions when its hand was forced by certain developments in

the private sector. The Cabinet of Ministers’ Ordinance N1685, however, envisioned a set of complex

measures and outlined a clear strategy for their implementation, which could be regarded as a major step in

the right direction.

It is a pity that the implementation of this ordinance ran into difficulties, because it could have been considered

an excellent opportunity to reverse the current negative business development trends and make Belarus more

inviting for investors. State officials, however, keep saying that the implementation of these measures will

remain on course. Does hope remain for Belarus’s future as a country attractive to foreign investment? We can

only wait and see.
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Y. Romanchuk

Is it the Best Year to Date for the Belarusian Economy

(and will the Previously Accumulated Potential be Sufficient

for Sustainable Development in the Medium Term)?

The year 2004 saw an unprecedented number of factors that influenced the pace of economic development

in Belarus. The synergy of business cycles exhibited by individual Belarusian goods in various sectors of

the national economy, as well as by those registered in Russia and the world economy, have combined to

produce a GDP growth of 11% and a fixed capital investment increase of 20.2%. Industrial output was

up 15.6%. Multimillion dollar subsidies over the last eight years have allowed the agricultural sector to

nudge into the black and racked up a growth of almost 13%. Even against the background of such high

growth rates, foreign trade dynamics surpassed all expectations and increased by 40% (exports by

38.3% and imports by 41.4%). The Belarusian government attributes such impressive growth rates to a

specific combination of mechanisms and tools employed by the current economic policy, namely the

channeling of budgetary resources to large state-owned industrial companies and placing special emphasis

on import-substitution programs, the centralization of state property management, trade protectionism

and state investments in the construction and real sectors of the economy.

Post Hoc Non Ergo Propter Hoc

If the old saying is true, just because something happens after an event does not mean that it happened

because of the said event. Since 16 social and economic projections were fulfilled last year, it could be

said that the year 2004 is by far the most successful year in terms of economic development. But what

determines such a success? In this context, the options are limited: 1) the Belarusian government’s policy

based on some unique know-how or economic expertise; 2) a fortuitous combination of economic

conditions and investment decisions; and/or 3) extraneous circumstances and an internal system of

economic key player motivation, interacted in such a way that all projections have been fulfilled regardless

of the policy pursued by the government.

The analysis of the decisions adopted by the Belarusian government in 2004 reveals that no original

methods for managing the economy were introduced in 2004. Rather, the government continues to move

forward with policies developed in the previous decade. Even stricter constraints on the development of

private property and safeguards guaranteeing the rights of minority shareholders were enacted. The

regulatory environment for private business activities grew more bureaucratic, which had a particularly

prejudicial impact on the small business sector. The State further increased its presence in the economy.

In 2004, Belarus remained a country with one of the heaviest tax burdens and the lowest level of economic

freedom in the world (rated 145th worldwide by the Heritage Foundation).

The policies of the Belarusian government were aimed at safeguarding the interests of large state-run

enterprises and oligopolies, including privately-owned concerns. The interests of state banks, particularly

those falling into the category of “authorized financial institutions,” were considered more important than

the pressing need to modernize the banking sector and attract investment. Traditionally, the agrarian and

processing lobbies remained in rude health. The Belarusian authorities did not even attempt to straighten



25

out state property management. The mismanagement of state-operated real estate in Belarus is the most

vivid example of such inaction.

The factors driving economic growth in Belarus originate from outside forces and not from changes that

Belarus itself has made, and include 1) high prices commanded by oil and petroleum derivatives; 2) an

escalating demand in the Russian market that accounted for 58.5% of all Belarusian exports and imports

in 2004; 3) favorable conditions in trade between Belarus and Russia (delivery and settlement terms and

semi-legal trade schemes); 4) a lenient monetary policy pursued by the Belarusian authorities in relation

to certain sectors and enterprises (the average interest rate went down from 20.5% in January 2004 to

14.7% in December 2004 and virtually equaled inflation); 5) a level of protectionism that allowed

Belarusian companies to squeeze out foreign competitors from domestic markets and the absence of

retaliatory measures on the part of the Russian government; and 6) an investment decision made during

Soviet times to locate two refineries, a metallurgical combine and petrochemical plants, as well as tractor

and truck works, in Belarus. All of these plants, along with 178 other enterprises which are significant

contributors to the state budget, kept the implementation of the 16 annual projections for 2004 on track.

Favorable terms of trade and a certain “coddling” of the economy by the authorities also played a role.

Over the last ten years, not a single green field industrial project has been implemented in Belarus.

Budgetary and Taxation Policy

Experience demonstrates that the

government’s projections for the year

ahead and the real figures show a disparity

of 5 to 7 percentage points of the GDP.

The 2002 annual budget, for example,

which was adopted in late 2001,

estimated the GDP to be from 21.7 to

22.25 trillion roubles. The actual GDP in

2002 stood at 25.52 trillion roubles, a

difference of 3.27 trillion roubles. The

2003 budget (passed in late 2002)

estimated the GDP at about 31.7 to 32.9

trillion roubles and actually reached 35.9

trillion, an error of 3.6 trillion. The

disparity in 2004 was even larger and

reached 4.4 trillion. The projected 2004

GDP stood at 44–46 trillion, but in

actuality equaled 49.4 trillion. These

figures go to show that the Belarusian

budgetary policy is unstable,

unpredictable and does not take into

account the interests of consumers,

manufacturer and investors.
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Key Economic Indicators in Belarus, 2002–2004 

Indicator 2002 2003 2004 

GDP in billions of US dollars  14.5 17.7 22.86 

GDP, % 4.7 6.8 11.0 

Industrial output, % 4.3 6.8 15.6 

Fixed capital investment, % 3.2 17.7 20.2 

Agricultural output, % 1.5 6.8 12.9 

Inflation, % 34.8 25.4 14.4 

Export, %  9.0 22.8 38.3 

Imports, %  9.8 28.7 41.4 

Real average monthly salary, %  8.9 2.4 16.8 

Real monetary income of the 

population, %  
9.0 3.1 13.6 

 Source: Belarusian Ministry of Statistics, 2002-2004

About half of the GDP is redistributed through the budget, as well as budget and off-budget funds. In

2005, the consolidated budget expenditure is planned at 26.88 trillion roubles, which represents a year-

on-year increase of 30.4%. The per capita budgetary expenditure will reach 1,212 US dollars.

Over the last two years the consolidated budget expenditure has seen an increase of 46.3%, whereas the

GDP has grown from 17.7 billion to 22.86 billion US dollars (or by 29.2% over the same period of

time). The trend exhibited by the ratio of the consolidated budgetary expenditure to the GDP over the

last three years is indeed difficult to comprehend. In 2003, it stood at 46.1%, while in 2004 it dropped

to 42.3% and is expected to be back up to 45.6% in 2005. The logic behind such a surprisingly up and

down movement is hard to understand if it is not taken into account that the budgetary expenditure in the

first half of 2004 reached almost 50% of the GDP (if the outlays incurred by the innovations funds are

factored in).

The changes in the size of the average monthly salary should also be considered for comparison. In 2003

a typical Belarusian salary was approximately 123 US dollars per month. This salary was expected to

reach 161 US dollars per month in 2004 and increase to 208.5 US dollars per month in 2005. Thus the

average salary stands to increase by 69.5% by the end of this year. This pace far exceeds that of both the

GDP and the budgetary expenditure. According to the estimates released by the Belarusian Ministry of

Finance, the salaries of budget-paid workers will range from 220 to 225 US dollars per month by the

end of 2005.

The consolidated budgetary revenue for 2005 is planned at 25.97 trillion roubles. If the social security

and targeted off-budget funds are not taken into account, they will rise by 25.8% since 2004. The

budgetary revenues will increase by 21.6% and reach 8.14 trillion roubles. This hardly matches the

government’s declared tax cuts. Yet the revenue structure has not undergone any changes. Value added

tax (VAT) still remains the top source of revenue for the state budget, followed by social, corporate

income, profit and income taxes. It should be noted that local taxes and duties are also significant

contributors to budgetary revenues. Targeted budget funds generate about one-fifth of budgetary

receipts.
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Privatization in Belarus remains at a standstill. Initially, the Law on the State Budget for 2004 set revenues

generated by the sale of state assets at 9 billion roubles. This figure, however, was amended out of the

final version of the budget. The 2005 budget makes no mention of privatization receipts either.

The budgetary revenues in Belarus in neither 2004 nor 2005 signaled any departure from the trends

seen over the last ten years. The same priorities and “black holes” remained very much in evidence.

On a positive note, a larger portion of revenues gets included in the consolidated budget. Belarus,

however, still lacks an agency which will be tasked with analyzing how efficiently the growing budgetary

expenditure is being used. More and more reasons emerge for taxpayers to vote against the reactionary

taxation policy in the only way possible—by leaving the country. Unfortunately, no one is held responsible

for the flight of capital, the so-called “brain-drain,” the elimination of jobs and missed investment

opportunities.

Qualitative Indicators of the Belarusian Economy, 2002–2004 

 

Indicator  2002 2003 2004 2004 to 2003 

Budgetary arrears, in billions Belarusian 

roubles  
218.7 250.0 235.2 -6.0 

Budgetary arrears deferred, in billions 

Belarusian roubles 
71.2 225.0 273.8 +21.6 

Accounts payable, in trillions of roubles 11.3 13.6 17.6 +29.0 

Energy arrears  3.7 3.3 1.4 -57.5 

Accounts receivable, in trillions of roubles 8.5 9.9 13 +31.0 

Outstanding debt on loans issued, in 

trillions of roubles 
3.4 5.4 8.9 +64.8 

Finished goods inventories as of 1 

January, in trillions of roubles 
1.0 1.24 

1.67 

(2005) 
+34.6 

Profits generated by the sale of goods and 

services, in trillions of roubles 
2.4 4.2 7.7 +70.0 

Losses incurred, in billions Belarusian 

roubles 
463.1 507.0 717.9 +41.6 

Money in circulation M2, in trillions of 

roubles 
1.9 3.1 5.4 +54.8 

Profitability, %  8.9 9.1 13.4 - 

Share of loss-making companies, % 36.7 33.9 20.9 - 

Consolidated budget balance  -1.1 -0.2 +1.7 - 

Ratio of consolidated budget revenues to 

GDP  
31.8 33.5 44.2 - 

Average annual interest on rouble-

denominated loans charged by commercial 

banks (December)  

29.5 20.5 14.7 -28.3 

Household deposit residue as of 1 

December, in trillions of roubles  
139 2.24 3.58 +59.8 

Source: Belarusian Ministry of Statistics, 2002-2004 
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Export Dynamics Generated by some Belarusian Goods in 2001-2004, in millions of US Dollars 

 

Goods  

2001 2002 2003 2004 

Year-on-

year 

changes in 

2004, in % 

Share in 

total 

exports in 

2003 

Share in 

total 

exports in 

2004 
Exports, total: 7430 8021 9945.6 13752 38.3   

1. Mineral products  1352 1680 2256 3782 67.6 22.6 27.5 

2. Vehicles  968 975.7 1121 1560 39 11.3 11.3 

3. Machinery and 

equipment  
891 951 1161 1492 27.8 11.7 10.8 

4. Chemical 

products  
850.5 827.1 998 1271 27.4 10 9.2 

5. Metals and metal 

products  
564 663 860 1205 40 8.6 8.8 

6. Textile and textile 

products  
776 775.2 884.9 1018 14.7 8.9 7.4 

7. Fertilizers  538.2 540.5 643.5 863.4 34.2 6.5 6.3 

8. Foodstuffs  253.2 323.7 393.3 520.3 38.4 3.9 3.8 

9. Plastics, resin, 

rubber  
345 306.6 371.7 488.2 31.2 3.7 3.6 

10. Timber and 

wooden products  
176.7 207.6 298.2 397 33 3 2.9 

11. Milk, dairy 

products, eggs, 

honey  

177 158.8 255 396 57.2 2.6 2.9 

12. Products made 

from stone, gypsum, 

cement  

217 230.7 281.3 346.7 23.2 2.8 2.5 

13. Furniture and 

bed linen 
186.4 208.9 259.7 329.7 26.9 2.6 2.4 

14. Sugar 110.9 148 173.8 235.8 50.8 1.7 1.7 

15. Meat and meat 

products  
88.8 75.7 94.1 149.7 58.9 0.9 1 

16. Footwear and 

hats  
93 92.4 98.5 113.2 14.9 1 0.8 

17. Plant products  66.8 57.8 85 69.7 -18.1 0.9 0.5 

18. Alcoholic and 

non-alcoholic 

beverages and 

vinegar  

41.4 52 53.4 67.9 27 0.5 0.5 

19. Fish and 

crustaceans  
5.5 2.3 4.8 2.8 -41.7 0.05 0.02 

Source: Belarusian Ministry of Statistics, 2002-2005 

Foreign Trade Results: Exports in 2004

The year 2004 was unprecedentedly favorable for Belarusian foreign trade. An increase of 40% (exports

up by 38.3% and imports by 41.4%) would make any country proud. Dynamic foreign trade was the

key factor behind the better financial shape of Belarusian companies, low unemployment, budget stability
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Leading Trade Partners of Belarus 

 

Country Exports, % Imports, % 

 2001 2002 2003 2004 2001 2002 2003 2004 
Total volume 

in US dollars 
7430 8098 9946 13752 8178 8980 11558 16345 

Russia 53.0 50.1 49.2 47.0 65.2 65.1 65.7 68.2 

Ukraine 5.7 3.4 3.4 3.9 3.4 3.2 3.1 3.3 

Germany 3.2 4.3 4.2 3.7 7.3 7.7 7.1 6.6 

Poland  3.3 3.4 4.4 5.3 2.5 2.4 3.0 2.9 

Latvia 6.6 6.4 3.5 2.4 0.4 0.4 0.4 0.5 

Lithuania  3.7 3.2 2.7 2.6 1.2 1.2 1.3 1.1 

CIS 60.2 55.0 54.7 53.1 69.6 69.2 69.6 72.2 

China 1.9 2.7 1.6 2.2 0.5 0.5 0.6 1.0 

EU* 23* 28* 32.5* 36.7 15.5* 17* 18* 19.8 

Netherlands  1.7 3.4 4.2 6.7 1.0 0.9 0.8 0.7 

UK 3.0 6.1 9.4 8.3 0.8 0.8 0.7 0.8 

*including countries which joined the EU in 2004 
Source: Belarusian Ministry of Statistics, 2002-2005 

and the upsurge in investment activity by state agencies. The trade turnover equaled 131.3% of the

GDP. Exports reached 13.75 billion US dollars, while imports stood at 16.35 billion US dollars.

According to preliminary estimates, every two out of three additional roubles earned in 2004 were

spent on imports. Although this is not very patriotic, it does make economic sense. Unfortunately,

these figures give bureaucrats yet another reason to launch another offensive on imports.

In 2004 Belarus breached the 10 billion US dollar mark in exports for the first time in its history, and

by more than 3.7 billion dollars. In 2003, manufacturers producing only three categories of goods

exported more than one million US dollars worth of products. In 2004 this figure reached six million

US dollars. This group, which used to only comprise mineral products, machinery and equipment, and

vehicles, was expanded to include chemical products, textiles and metals as well. If Belarus had a

securities market, ordinary people could earn good returns by investing in the shares of leading companies

involved in these sectors.

Belarusian exports are supported by 150 to 200 companies which generate two-thirds of their volume.

In 2004, 15 categories of goods were exported in excess of 11 million US dollars. Manufacturers of

mineral products led the way both in terms of exports and imports. The share of exports generated by

these companies expanded from 22.6% in 2003 to 27.5% in 2004. Although Belarus is not an oil

producing state, mineral products might account for about one-third of its exports on current trends.

The credit, however, should go to functionaries operating in the former Soviet days who decided to

locate two refineries in Belarus, rather than to present day bureaucrats.
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Foreign Trade: Imports in 2004

Belarus, which is a country with a small but export-oriented economy, should not be scared of imports.

Attempts to staunch the growth of imports by administrative means may do more harm than good.

However, the trade deficit explosion from 1.6 billion US dollars in 2003 to 2.6 billion in 2004 could

very well produce an acute migraine for the people tasked with devising the exchange rate policy.

Such statistics offer little comfort for those who extend subsidies to local manufacturers. The government

allocates funds for investment projects, allots public procurement orders and implements import

substitution programs. All of these efforts are unfortunately undone by the stubborn determination of

households and companies to spend the lion’s share of their revenues on imports. This trend holds true

not only for the consumer but also for capital goods.

The explosive growth of foreign trade took the government by surprise. According to the yearly

projections, exports in 2004 were expected to rise by “only” 12–13% and imports by 12.5–13.5%.

The actual numbers were record-breaking. For the sake of comparison, imports in 2003 were expected

to expand by 6.9% but in truth they shot up by 26.5%. For a country where 58% of the trade turnover

is generated by only one state, the financial stance of this state is of paramount importance. In 2004,

Russia imported 6.46 billion US dollars worth of Belarusian goods (32.4% up year-on-year) and

exported 11.14 billion worth of goods (46.6% up on the previous year). As a result, Belarus’ deficit in

trade with Russia expanded 1.7 fold to 4.7 billion US dollars. Such growth rates are nothing short of

unique.
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The group comprising the ten leading imported goods in 2004 remained largely unaltered, except for

one small change. Food stuffs dropped from fifth place in 2003 to the seventh spot in 2004, crowded

out by vehicles as well as plastics, resin and rubber. Mineral products, however, showed an increase.

In 2004 they accounted for a record breaking 28.2% of imports. Over the last year mineral products

imports grew by 48.3%.

The second record notched up in 2004 is the inclusion of chemical goods in the group of “billionaire”

goods (imports exceeding 1 billion US dollars). Despite efforts to develop its local chemical industry,

Belarus is increasingly reliant on imported inputs. Imports of tanning agents and dye-wood extract

registered a year-on-year increase of 64.2% in value terms. Despite protectionist hurdles put up by

the authorities, imports of soap and detergents jumped by 40.8%. These figures clearly show that the

local chemical industry, caught in the vices of state investment programs, is steadily losing its

competitiveness. Funds required for modernizing this sector could be easily attracted from abroad,

but the brave investors who are prepared to take on the Belarusian red tape and the golden share rule

are becoming increasingly rare. As a result, lucrative market niches are being taken over by others.

Metals and metal products lead in terms of import growth (62.9% in 2004). Since metals are constantly

appreciating, the import bill of Belarusian companies keeps mounting, which in turn pushes up factory

gate prices. Higher energy prices and obligations to increase the average salary to 250 US dollars per

month might force not only chemical, but also machine building, textile and metallurgical companies to

cut costs in 2005. Alternatively, they might have to make do with smaller export earnings.
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