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Abstract

The working paper critically examines trade policy of Belarus in 2006-2010 in the
context of national, regional and international trends of economic activity. The paper
analyses basic features of import substitution industrialization relevant for Belarus. There
are summarized basic trends of Belarus’ trade, the level of country and commodity diver-
sification of Belarus’ export and import, and the main risks and opportunities for the trade
policy of Belarus. The analysis covers period of 2006-2009 when the main factors affect-
ing present trade and trade policy of Belarus showed up. These factors include deteriora-
tion in terms of Belarus’ trade due mainly to sharp increase in the price for imported Rus-
sian natural gas and crude oil, strengthening trade discrimination by Russia against the
most sensitive commodity groups, initiation of administrative reform and privatization of
national champions, implementation of country diversification policy in trade to reduce
risks in trade with Russia, participation in the Customs Union with Russia and Kazakhstan
and consequences of global economic crisis. The trade balance deficit and pure macroeco-
nomic performance of trade, currency policy of the Central Bank which supports real ap-
preciation of national currency, low country diversification of trade which increases risks
of economic damage coursed by protective measures of trade partners, high dependence
on natural resource import to supply export production and domestic demand, deteriora-
tion in terms of Belarus’ trade with the main trade partners are among the main challenges
of Belarus’ trade. The specifics of tariff and non-tariff regulations in Belarus are presented
in the paper. The National strategy of import substitution and the National export devel-
opment strategy, as well as basic instruments of Belarus trade policy were considered in
the research. Two main options of regional trade integration for Belarus, in particular,
closer integration with the CIS countries or intensified integration with the EU were taken
into a consideration.



Introduction

According to national and international (e.g. IMF, WB, etc.) surveys Belarus has
demonstrated high rates of GDP and trade growth in the CIS region contrary to the opinion
that import substitution is not effective for the country with a small domestic market. In
the present paper the trade policy of a transition economy is considered. Belarus imple-
ments an import substitution trade policy with export promotion effect (“protected export-
promotion” strategy (Liang, N. (1992)) and a gradual transformation model with strong
presence of state in the economy. The basic idea of the trade policy is import substitution
industrialization. Import substitution is implemented more as part of an industrial policy
than a trade policy with increasing protectionism. Government supports local producers of
import-competing goods through fiscal and monetary policy measures. Substantial pres-
ence of state in Belarus’s economy is aimed at better coordination of economic activity
and increasing national productive and economic potential during the transformation and
post-transformation periods.

The main idea of the paper is to find what innovations, if any, in trade policy allow
Belarus to support good macroeconomic performance.

The paper is structured in the following way. The first part of the paper studies the
main trends in Belarus’s trade. The analysis covers period of 2006-2009 when the main
factors affecting present trade and trade policy of Belarus showed up. These factors in-
clude deterioration in terms of Belarus’s trade due mainly to sharp increase in the price for
imported Russian natural gas and crude oil, strengthening trade discrimination by Russia
against the most sensitive commodity groups, initiation of administrative reform and pri-
vatization of national champions, implementation of country diversification policy in trade
to reduce risks in trade with Russia, participation in the Customs Union with Russia and
Kazakhstan and consequences of global economic crisis. In the research the following
challenges for Belarus’s trade and trade policy are addressed: high country and product
concentration of exports and imports, symptoms of "Dutch disease" in the export oriented
industries, trade discrimination by a big economy, a real exchange rate appreciation, etc.

The second part of the research covers the main points of Belarus’s trade policy.
Specifics of tariff and non-tariff regulations in Belarus are presented in the paper. The Na-
tional strategy of import substitution and the National export development strategy, as well
as basic instruments of Belarus trade policy were considered in this part of the research.

The third part of the paper analyses the regional trade integration policy of Belarus.
Two main options of regional trade integration for Belarus, in particular, closer integration
with the CIS countries or intensified integration with the EU were taken into a considera-
tion.



1.  Trade of Belarus in 2006-2010: trends, competitive position, diversification
across countries, main risks and opportunities

1.1. Important features of Belarus economic model

The most important factor influencing international specialization of Belarus is that
Belarus had been part of the Soviet Union for 75 years. Belarus had developed industries
with high economies of scale to address the needs of a large socialist countries market
(now - it is the market of CIS countries and Baltic countries, and to some extend — CEE
countries). In particular large steel industry was set up, truck and tractor production with
complementarities, petrochemical and related industries, production of nitrogen and potash
fertilizers, as well as certain types of weapons production (optics, heavy duty trucks), etc.
were developed in Belarus.

It should be noted that the industrial development and specialization of Belarus was
partly based on natural and created comparative advantages. In particular, iron and steel
industry supply needs of mechanical engineering, however, in the absence of Belarus re-
serves of iron ore and coal. Thus steel industry was designed to process the scrap and
waste of steel, iron and nonferrous metals. Production of nitrogenous and potash fertilizers
is oriented to the needs of agriculture. In addition, Belarus has large deposits of potassium
salts. Production of agricultural equipment and trucks was also directed to support domes-
tic needs. However, as far as the industries possessed high economy of scale, a significant
proportion of production was directed outside the country. Two large refineries and related
chemical production plants had been also constructed in Belarus. It is worth mentioning
that Belarus extracts up to 2 million tons of oil annually and the demand for crude oil for
refining is about 20,0 million.

After becoming an independent state in 1991 Belarus continued investments in up-
grading and expansion of production capacities which enhanced problems of demand con-
straint and natural resource constraint. The dependence of Belarus’s economy on external
market for manufacturing exports and imports of raw materials and components increased
substantially.

Belarus has not implemented active market reforms like other CIS countries (Russia,
Ukraine, etc.), notably, privatization of large state enterprises. On the one hand, the speed
of transformation processes is reduced. On the other hand, it allows for intensive FDI in-
flow after implementing the plan for privatization of large state companies in 2010 as was
the case in CEE in the 90" (Kalotay, K., Hunya, G. (2000)). Attracting foreign direct in-
vestments will allow Belarus to finance trade deficit as a short term goal and will support
efficient restructuring of state enterprises as part of TNC global production network in the
long-run (Kaminski, B., Javorcik, B. (2001)).

Basic models of open economy are considered to be an inward-oriented model based
on import substitution trade policy and outward-oriented model based on export-
promoting trade policy. Traditionally the export-oriented trade policy is considered as
more effective for developing countries based on export led growth hypothesis (Maa, TC.
(2009)). This position was embodied in the so-called Washington consensus (Williamson,
J. (1990)), which was supported by international economic organizations until the Asian
financial crisis, including the IMF, WTO and the World Bank. The model of export-
oriented economy can be used both by large and small economies. In small economies that
do not have large market with sufficient demand national companies require demand from
the external sector. Government implements measures to promote exports and liberalize
import. It is believed that the export-oriented model improves competitiveness of a small
economy in the long run.



The import substitution model is appropriate for the economy with large market sup-
porting economies of scale. The state imposes high level of tariff and non-tariff protection
in order to guarantee market access for domestic enterprises. In turn, reciprocal protection
from the outside world does not allow increasing export volumes. The main drawback of
the import substitution model (Haggard, S. (1990); Awokuse, T. (2008)) is that the reduc-
tion of import competition reduces the competitiveness of domestic firms, economic re-
sources are used inefficiently, and the development of national production does not match
the competitiveness of the economy.

At the same time it should be noted that the implementation of export-oriented or
import substitution model in trade policy of a small economy is difficult because of its
high dependence on external demand. Imposing special trade policy measures to stimulate
exports can cause compensatory or antidumping measures by the importing country. Dis-
crimination against imports by raising tariffs and non-tariff barriers entails retaliation by
exporting countries, which for a small economy may lead to more macroeconomic losses.
It should be noted that both the import substitution trade policy and export promotion in
trade policy violates the rules of free trade (Subasat, T. (2009)) and is limited by WTO
rules. As a result, import substitution or export promotion currently applies more to indus-
trial policy than to trade policy.

Assessment of economic progress in the implementation of export-oriented and im-
port substitution policy in theoretical and empirical studies does not give a clear answer in
favor of export-led growth hypothesis (Dickens, 1998). Export promotion isn't the only
remedy for economic growth, the implementation of trade liberalization needs to take into
account the individual characteristics of countries. Lack of adequate assessment of these
conditions in implementation of trade liberalization policy leads to a deterioration of eco-
nomic development in emerging economies (McCleery, R., De Paolis, F. (2008)). Even
large developing economies such as those of China and Mexico, announced trade liberali-
zation after a period of import substitution industrialization (ISI). ISI was used to increase
domestic value added in export oriented industries by substituting domestically produced
parts and components for imported inputs (Turan Subasat (2008)). In addition, the imple-
mentation of trade liberalization policies by developing countries require from developed
countries a better market access for developing countries export (Meller, P. (2009)).

In economic researches the feasibility of sector differentiation in trade policies and
the combination of export promotion and import substitution in certain industrial sectors is
supported (Webber, MJ, Rigby, D. (1996)). Import substitution can be seen as a precondi-
tion for export promotion or the two types of trade policy could be implemented simulta-
neously (Grabowski, R. (1994)). Moreover, some studies have established the need to co-
hosting an export-oriented and import substitution trade policy for the synergy effect
(Zhou, Y. (2008)). Export development and import substitution are not considered as al-
ternatives but as complementarities. Combining the two types of trade policy is seen as a
necessary condition for the industrialization of the national economy and strengthening the
competitive advantages of domestic exporters.

In transition economies the important factor to be concerned when selecting the poli-
cy of trade liberalization is the type of transformation model which are the “shock thera-
py” or gradual transformation. It is believed that the mechanism of shock therapy effec-
tively creates market institutions, however, with higher social and economic costs such as
unemployment, increasing poverty, etc. (Angresano, J., (1996); Li, W. (1996)). According
to recent researches the speed of transformation should be limit to the speed of reallocat-
ing capital from non-competitive to competitive industries. In the CIS countries with re-
forms requiring sizable reallocation of resources gradual transformation is more preferable
than shock therapy (Popov, V., 2007).



1.2. General trends in Belarus’s trade in 2006-2009

In the years of 2006-2009 the main factors affecting the dynamics of Belarus’s trade
was a shift in price terms of imported and exported goods, the change in the volumes of
exports and imports of goods due to economic and non-economic factors. Before 2006 the
trade situation in the field hadn’t undergo the significant changes. However, since 2007,
the terms of trade regime began to deteriorate.

Exports and imports of goods and services in Belarus grew significantly over the pe-
riod of 2006-2008 (Figure 1, 2). The global economic crisis reduced the world effective
demand in general and the external demand for the goods produced in Belarus in 2009.
Exports of goods declined by 35,3 % while imports of goods decreased by 27,7 %, trade
deficit increased by 6,9 %. Positive balance of trade in services declined by - 9,3 %. The
volumes of imports of goods and services declined due to the reduction in domestic de-
mand in 2009. It was important that the trade deficit continued to grow while the total
trade fell in 2009.
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Figure 1. Belarus annual trade flows in goods

Data source: National Statistic Committee, Belarus Trade Statistics Yearbook
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Figure 2. Belarus annual trade in services
Data source: National Statistic Committee, Belarus Trade Statistics Yearbook



The main sources of current account deficit financing were foreign loans (Table 1).
In 2009 92,0 % of net inflow of foreign loans were borrowed by the monetary regulatory
authorities (US$ 2,636.7 miIn) and the Government (US$ 1,326.3 mln). In 2008 the share
of the Government and the Central Bank amounted to 71,9 %, in 2007 it was 38,2 % and
in 2006 5 %.

In 2009 the foreign direct investments inflow was generated mainly by the sale of
state share in “Beltransgas” and investments of Russian investors in the statutory funds of
Belarusian banks. In 2006 the share of investment in the gas transport system amounted to
24,3 % of FDI inflows. In 2007 the main part of equity FDI was formed by foreign in-
vestments in the gas transmission system and in the mobile communications. In 2008 the
main part of FDI was due to the inflow of Russian capital in the gas transmission system
and the inflow of foreign capital in the statutory funds of Belarusian banks.

Table 1. Sources of financing of the negative trade balance, Belarus (US$ mln)

Year

2006 2007 2008 2009
Current account, net -1448.4 -3032,2 -5209,1 | -6401,90
Capital account, net 74,3 92,2 137,0 151,3
Financial account, net 1673.3 5241,1 41489 | 8160,30
Direct investments 351,0 1770,0 2149,2 1 833,10
Portfolio investments -26.4 -38.8 5.3 20,1
Other investments 1361,6 3509,9 19944 | 6307,10
Trade credits and advances 157,5 690,2 289,1 656,6
Loans 11277 3 540,6 20848 | 4270,00
Cash and deposits 32,2 -612,9 -255,7 371,5
Others 44,2 -108,0 -123,8 | 1 009,00

Data source: Belarus National Bank, Balance of Payments Yearbook

Among the factors influencing the dynamics of Belarus’s trade were a change in ex-

port and import commodity prices, a change in the exports/imports volumes (Table 2), as
well as a shift in the commodity structure of trade (to be discussed below). The most im-
portant non-economic factor was the deterioration of political relations between Belarus
and Russia.

Table 2. Changing terms of Belarus’s trade in 2006-2009

Year
2006 2007 2008 2009
Export|Import| Export |[Import| Export [Import| Export | Import
Average price index* | 114,1]109,9| 116,8 |119,8 | 133,3 |120,1 | 73,8 83,0
Volume index* 108,2 | 121,6 | 105,6 |107,1 | 101,7 | 114,6 | 88,5 87,4
Value index* 123,21 134,01 122,9 |128,3| 135,8 | 137,9]| 65,0 72,5

* Previous year = 100
Data source: Belarus National Bank, Balance of Payments Yearbook

During the period under study, the most favorable situation for Belarus’s trade was
in 2006 and 2008 when the average export price index exceeded the average import price
index, and the import volume index was higher than the export volume index. In 2006
Belarus had to export less physical resources in odder to support 1 % of growth rate in ex-
ports, and could consume more imported physical resources per 1 % of imports value
growth rate.



In 2007 and 2009 the effectiveness of Belarus’s trade' declined. The main influence
on the deterioration in terms of trade had a price hike for imported gas and worsening
conditions of oil and petroleum product supply. As a consequence, the growth rate of im-
port prices exceeded the growth rate of export prices. In 2009 exports of Belarus got along
relatively cheaper for foreign buyers, as well as imported products for Belarusian consum-
ers. Overall, however, the decrease in export prices was higher than the decline in prices
for imports. The fall in export prices wasn’t offset by the increase in exports volume. Fig-
ures 3,4 and Table 3 showed the situation for the two most important export commodities
— potassium fertilizers and petroleum product.
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Figure 3. Terms of export in potassium fertilisers, Belarus
Data source: National Statistic Committee, Belarus Trade Statistics Yearbook
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Figure 4. Terms of export in oil products, Belarus
Data source: National Statistic Committee, Belarus Trade Statistics Yearbook
Table 3. Effectiveness of petroleum products export, Belarus
Year
2007 2008 2009
Oil product price, US$ (export) 505 698 452
Oil price, US$ (import) 362 442 329
Oil products margin, US$ 143 256 123

Data source: Own calculations based on National Statistic Committee, Belarus Trade Statistics
Yearbook

' The term “effectiveness of trade” analyses the dynamics of net export which is considered as the compo-
nent of GDP by expenditure.




Our analysis suggests that the most important factor for improvement of the trade
balance is the introduction of more effective technologies, especially energy saving tech-
nologies, shift to cheaper energy sources, and search for more lucrative energy suppliers.
Currently, the Government of Belarus works in both directions. The Program for resource
and energy efficiency is implemented in Belarus. The Government diversifies oil supplies
through import from Venezuela, makes steps to import liquefied natural gas (negotiations
for the construction of the terminal in the Baltic’s), studies the opportunities to supply en-
ergy resources from Turkmenistan, Kazakhstan and Azerbaijan. The main problem, how-
ever, is bad progress in negotiations for the transit of hydrocarbons through the pipeline
system of Russia. Belarus has worse opportunities for the diversification comparing to
other CIS countries like Ukraine which can use cheaper gas supply from Turkmenistan or
Kazakhstan. The diversification possibilities for Belarus are limited by the Russia’s mo-
nopoly in transit of natural gas and crude oil. Belarus is currently involved in the Customs
Union with Russia and Kazakhstan to solve this problem.

In conclusion, the impact of global economic crisis on the export and import of
commodities from Belarus is reviewed. The greatest decrease in exports occurred in those
product groups that have the bulk of exports - mineral products, production of the chemi-
cal industry, automotive engineering (Figure 5).
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Figure 5. Texhnological structure of Belarus export of goods, 2008 and 2009 in
comparison (US$ min)

Data source: National Statistic Committee, Belarus Trade Statistics Yearbook

Similarly, the highest decrease in absolute terms had demonstrated the traditional
imports of Belarus - mineral products, metals and equipment (Figure 6). This situation can
be explained both by the reduction in export-related products (mineral products) and the
decrease in domestic output and the consumption of two other product groups - metals and
equipment.
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Data source: National Statistic Committee, Belarus Trade Statistics Yearbook

1.3. Features of international specialization of Belarus: South-North and North-
South trade

The main directions of Belarus’s trade flows are Russian and the EU economies,
which consume 75,9 % of total exports, including the EU - 43,5 % and Russia - 32,4 %
and supply 81,5 % of all imports, including the EU - 22,9 %, Russia - 58,5 %. In general,
specialization of Belarus has a pronounced technological singularity. Trade with CIS
countries is built on the principles of North (Belarus) - South (the CIS countries, mainly
Russia) trade. The CIS countries are suppliers of raw materials to Belarus and buyers of
processed goods. Trade with the EU countries is built specula opposite: North (EU) -
South (Belarus). EU countries buy raw materials and certain manufactured goods and sup-
ply to Belarus’s manufactures.

The total trade. In the overall exports structure (Figure 7) the bulk is mineral prod-
ucts (36-38 %), mainly oil and oil products, chemical products, whose share in total ex-
ports increased from 8 % to 12 %, and agriculture - grew from 7 % to 11 %. There was a
small decrease in the share of high-tech products - trucks and tractors from 10 % to 7 %
and equipment from 9 % to 8 %.
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Figure 7. Technological structure of total export, Belarus
Data source: National Statistic Committee, Belarus Trade Statistics Yearbook



In the overall structure of imports (Figure 8) the highest proportion had mineral-
products, some of which are processed and exported, and some - was directed to meet do-
mestic demand. The share of mineral products in total imports increased from 33 % to
40%, mainly due to higher prices for imports of these products from Russia. The second
largest commodity group in the imports of Belarus stands equipments, whose share in total
imports remained stable at 15-16 % of total imports. The share of metals and the agricul-
tural products in the imports was at the level of 8-9 %, although the share of imported
metals decreased from 12 % in 2006-2008 to 8 % in 2009 due to the decline in manufac-
turing output in 2009.
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Figure 8. Technological structure of total import, Belarus
Data source: National Statistic Committee, Belarus Trade Statistics Yearbook

In general, international specialization of Belarus in 2006-2009 was stable, the aver-
age percentage change in the individual commodity groups in the export and import bas-
kets did not exceed 1 %.

Trade with Russia. In the structure of Belarus export to Russia (Figure 9) agricul-
tural products, equipments and vehicles are the main product groups. Among the most im-
portant trends for 2006-2009 there had been recognized a significant increase in the share
of agricultural products from 16 % to 26 % and a decrease in the share of motor vehicles
from 20 % to 11 % as a result of substantial reduction of Russia's imports of heavy motor-
vehicles. The share of equipment exports to Russia remained stable at 19-20 %.
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Figure 9. Technological structure of Belarus export to Russia

Data source: National Statistic Committee, Belarus Trade Statistics Yearbook



In the overall structure of Belarus imports from Russia mineral products are the main
imported goods which share increased from 55% to 68% in the period (Figure 10).
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Figure 10 Technological structure of Belarus import from
Russia

Data source: National Statistic Committee, Belarus Trade Statistics Yearbook

The share of mineral products (oil, natural gas) increased due to declining terms of
bilateral trade in favor of Russia as a result of substantial increase in prices for hydrocar-
bons delivered to Belarus (Figure 11). It wasn’t compensated by a substantial reduction in
natural gas consumption (-17 %), which was the result of the reduction in industrial pro-
duction and implementation of the State energy saving program in Belarus. The second
most important import product is another group of raw materials which refers to traditional
Russian exports - metals. However, the proportion of metals in general imports from Rus-
sia declined from 13 % to 9 %. The share of equipment declined from 8 % to 5 %.
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Figure 11. Terms of import in natural gas, Belarus
Data source: National Statistic Committee, Belarus Trade Statistics Yearbook

The technological interdependence of the national production between Russia and
Belarus which inhibits the opportunity to strengthen the trade discrimination by Russia is
another important feature of Belarus-Russia trade technological structure. The most typical
example is the production of heavy vehicles. The main supplier of trucks in Belarus is
state company «MAZ». Belarusian trucks when supplied to the Russian market are
equipped with engines manufactured in Russia. As a consequence, the introduction of less
favorable Russia’s trade policy in relation to Belarusian manufacturers (limiting access to
public procurement, restricting access to concessional lending) in 2009 decreased not only
the volume of Belarus’s trucks import to Russia but also proportionally reduced Russian
engines import to Belarus (Figure 12). Fortunately, the major part of restricted export was
directed to other countries.
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It should be recognized that Russian import from Belarus decreased more than its
export to Belarus due to imposing trade restrictions. However, traditionally the yield of
supplying intermediate products is higher than shipments of finished products, and sec-
ondly, it reduced the share of Russia's exports of high technology products and supported
its natural resource-based specialization.

Trade protectionism of Russia against Belarus adversely affected the positions of
Belarusian goods in the Russian market. Figure 13 presents the data for exports to Russia
of the two groups of goods traditionally supplied by Belarus. One group of goods faced no
trade protectionism from Russia (synthetic filament, footwear, glass fibers, tires, refrigera-
tors). The other group of goods was put under trade discrimination (pork meat, milk and
cream, concentrated or in powder, road and construction machinery, motor vehicles, trac-
tors). The decline in exports of Belarus in the first group was generally consistent with the
overall export performance of Belarus in 2009 under the influence of the global economic
crisis (- 21%), whereas in the second group the decline was more than twice as high - -
52%.
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Figure 13. The impact of Russia's trade policy on Belarus
Data source: National Statistic Committee, Belarus Trade Statistics Yearbook

Currently, Belarus is taking steps to diversify not only the import of mineral products
from Russia, but also to find alternative markets for exports (Figure 14). For example,
Belarus managed to redirect the trucks supplies from Russia to other markets in 2009. It is
interesting that these steps were accompanied by the increase both in the volume and in
the value of export, i.e. does not involve lower prices to stimulate sales.
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Trade with the EU. The main feature of Belarus’s exports to the EU countries is
high share of raw materials (Figure 15). In 2006-2009 the share of mineral products (pe-
troleum products) remained fairly stable at the level of 74-75%, the share of metal fell
from 7% to 5% in 2009. This had increased the value of the third most important commod-
ity group - chemical industry - from 3% to 10% in 2009.
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Figure 15. Technological structure of export to EU, Belarus
Data source: National Statistic Committee, Belarus Trade Statistics Yearbook

The feature of Belarus’s mineral products exports to the EU is also a high concentra-
tion of oil products, in total export of which more than 90 % refer to Holland (Figure 16).
Moreover, a net export of oil products to Holland is dominant in the net positive Belarus-
EU trade balance. This situation should be viewed as a significant risk factor in trade rela-
tions between Belarus and the EU member states and requires the promotion of non-oil
commodity exports.
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Data source: National Statistic Committee, Belarus Trade Statistics Yearbook

Imports of Belarus from the EU focuses on the equipment. The share in total import
ranged from 34 % to 37 %. Import of chemical products from the EU also remained stable
(12-14 % of total import), but agricultural import share decreased from 13 % to 9 % (Fig-

ure 17).
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Figure 17. Technological structure of import from EC, Belarus
Data source: National Statistic Committee, Belarus Trade Statistics Yearbook

Trade with other countries. Belarus’s trade with other countries (this group in-

cludes both developed and developing countries - the CIS countries without Russia, Asian
countries such as India, China, South and North American countries, including the USA,

Brazil, China, African countries) has a fairly balanced structure (Figure 18).
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Figure 18. Technological structure of export to other countries, Belarus
Data source: National Statistic Committee, Belarus Trade Statistics Yearbook

Traditionally, the structure of exports is dominated by chemical products due to
export of potassium fertilizers to BRIC countries. The share of chemical industry in total
exports varies (29-41 %). In 2009 the share of chemical products exports fall to 29 %,
which was associated with a significant decrease in export of potash fertilizers to Brazil
and the termination of deliveries of this product to China. The share of mineral products
exports was at the level of 19-22 %, and motor vehicles share was 12-18 %.

In 2007-2009 Belarus’s import to other countries was dominated by import of
equipments (21-23 %), first of all from China, agricultural products (17-20 %), and cars
(8-19 %) (Figure 19).
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Figure 19. Technological structure of import to other countries, Belarus
Data source: National Statistic Committee, Belarus Trade Statistics Yearbook

Macroeconomic impact of trade. Macroeconomic performance” of Belarus trade
(net exports) was declining over the period (Figure 20). The negative trade balance in
mineral products increased, and its share in total net exports was about 47 %. Trade in
equipment and metals was the second largest to support negative macroeconomic effect of
trade. Macroeconomic efficiency of trade in vehicles was decreasing over the period and
became negative in 2009. The positive contribution to the macroeconomic equilibrium
was provided by the trade in chemicals, although its effectiveness over the reviewed peri-
od reduced.

? The term “macroeconomic efficiency (performance) of trade” assesses the dynamics of net export which is
considered as the component of GDP by expenditure.
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In terms of macroeconomic performance trade with the EU countries was the most
effective for Belarus (Figure 21). However, the impact should be assessed cautiously tak-
ing into account the specifics of trade with Holland. The greatest threat to the macroeco-
nomic situation was created by the negative trade balance with Russia, which calls for ur-
gent measures both for improvements in terms of trade and diversification of supplies of
raw materials, primarily crude oil, natural gas and metals.
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Figure 21. Region structure of Belarus net export of goods
Data source: National Statistic Committee, Belarus Trade Statistics Yearbook

Technological structure of trade in services is consistent with the transit status of
Belarus (Figure 22). The major share in exports of services was occupied by transport ser-
vices (65-72 %), followed by trips — 11,1 % and other business services — 11,7%. The
structure of services imports was formed also by transports (40-49 %), travels (28-35 %),
and other business services (12,8 %). The increase of IT-services export share was due to
the overall development of IT-sector in Belarus and the establishment of Belarus’s Hi-
Tech Park. It should be noted that currently the IT-infrastructure is used by foreign com-
panies for outsourcing of selected activities with low value added. However, technological
spill-over ensured the development of high-tech exports potential of IT services by domes-
tic companies. A negative feature of Belarus’s trade in services is the low proportion of
financial and insurance services in total trade which is due to the low level of Belarus’s
integration into the international financial market.
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From the standpoint of trade in services’ macroeconomic efficiency (Figure 23) the
highest value of net exports was provided by transports, other business services and IT
sector, the largest negative net exports were traditionally provided by trips. The magnitude
of the negative net exports for trips declined due to the decreasing import of this type of
service during the global economic crisis
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Figure 23. Structure of Belarus net export in services
Data source: National Statistic Committee, Belarus Trade Statistics Yearbook

1.4. The country structure of Belarus’s trade

The main markets for Belarusian goods are Russia and the Ukraine in the CIS re-
gion, the Netherlands, UK, Germany and the neighboring non-CIS countries — Lithuania,
Latvia and Poland. There are two more BRIC countries — Brazil and China. The main sup-
pliers to Belarus are mostly the same countries - Russia and Ukraine from the CIS coun-
tries, Germany, Poland, Italy, France, Holland, Czech Republic and Poland from the EU,
and also China and the USA (Table 4).

16



LT

YOOqQIDAL SOUSDIS IPD.LL SNAD]E D2IIUULO)) DISIIDIS [DUODN 224108 DID(]

(414 (8°6) yudunean) [euLay) sjeLjew 10y Aouryd | 8°0 | 7'8€T [6°0| 0°9¢e [L0| €L61 [9°0| S6¢l aignday | o1
- “(Z°01) 110S Surysnid pue Sunuos 1oy Axouryoriy ‘(16 1) spmbiy 10y sdumd ‘(GG 1) 9300-1was pue 2300 (£°91) SIed I0JO]N Ya9z)
T8¢ (9°11) Asduryoew Jurysargy 1o [8°0 [ 1°2€C |60 0°¥9¢ [6°0] €0ST [07T| 00T spuef | 6
SunsoareH (8°¢1) [1e121 10J SUSWEBIIPIIA (+°91) Surpaay [ewrtue ur pasn suoneredard ‘(4°0%) J10d (L°9S) SYOnI pue SI0}0eI] -IYIIN
99T (¥°T1) seuryoew Suissaoold eyep onewony (8°1) syonn | 1| L6z |[TT| I'v8F |[v1| TTec |€1| €8 s9jElS | 8
pue s1030e1], ‘(g°z¢) soouerdde pue syuswunnsur [eIIPIJA (9°7¢) sIed 1010IA ‘(G°6€) sourdud uoysid uonrusdi-uorssaidwo)) pajtun
$'8¢ (€°%1) SAPOIYRA 100N “(€°97) des [1Ix1 | 1 | 9°T6€ [ +'1| 6°09S [T 9°SvE [TT| 9°0LT Ruely | L
J10J SYUWBDIPAIA (L) SAPIDIIAY pue SAPIdNoasu] (z‘gz) suoneredard onAeres ‘siojeniur uonoeay (z0g1) SIed J0J0N
67l (T61) sooueridde pue sauroRIN ($°77) "91° POOM SUINIOM 103 S]003-dUIYIRIN (9°€T) | S°T| ¥'80L [TT| 6'1L8 [TT| 18€9 [TT| €86¥ Ao | 9
soouerjdde odig ‘(g‘sz) Arouryoew Junyoed (souryoew Surysem ysiq “(L7€) S[ELIdEW JO JUOILdI) [RULIOY) dU) 10 AIOUIYIRIA
Lyl (¢*%7) seoumb pue stead | 87| 698L |6T| 6'¥SIL [6T| 1618 |¥°€| 6°S9L puejod | ¢
‘sorddy “(G¢g7) amm pajensu] (1°7¢) S[eLI2JEW JO JUAWILAI) [BUWLIAY) oY) JOJ ATUIYORIAl (7€) M10d ‘(0°SS) pIeoq aonied
961 (8°67) s3utreaq “($°97) Joyped] Jo siaddn yyim 1eami00 “(8°8S) [ 8°¢ | ¥I801 [9°€| 8VIvI [8T| 8IS [ST| 9SS euy) |y
uo1s1A9[9} Joy snjeredde uondooay ‘(£¢99) souryoew Surssodold ejep onewoiny ‘(4°y6) sied pue snjeredde uonesrunuwo))
0°¢C (L°LS) 19918 Aoe-uou jo spoi pue sreq (8°L9) [994s Ao[[e-uou Jo suonodg (0°0Z1) S0 AAq | S | +'68T1 [ 'S | 1°SIIT [ 'S | €pEST [S'S| L'eTal duren | ¢
-2 939A JO UONOBIXO dY) WOLF sanpIsay (0°SO 1) [993s Aoj[e-uou Jo syonpoid pajjor-1e[ ‘(1°G¢ 1) [993s 1o uoar jo sadid ‘soqny
9Ll (#°€S) sourgud uojsid uoniugi-uorssardwo) (L §) 103061 pue sOPIYIA |87 [ 81T [ I°L] L16LT [9°L| ¥IL1T [S'L] 07TL91 | Auemaan | g
I0J0W JO SALI0SSO90. pue sped ‘(0‘pS) SI9[IRT) IS pue SR ‘(L‘86) Arouryorwt Surysary) 1o SunsaareH ‘(9°0¢g) SIed I0J0N
719 (8°9tg)1eas Kojre-uou [GQG| I°L1LIT [L°6S| #°LOSET [0°09] 670TLT [9°8S| T°660€1 eissny | |
Jo syonpoid pajjoI-1er ‘(8°165) deids ‘aysem snordq ‘(6°6£97) sed 1BN (L°59+1) s[to wndjonad ‘(0°z6t6) wnajonad apni)
LIOdINI
96 (€°6) saprwieAlod (8°L) Judwey 18°0 | 6°€LT [6°1| ¥'€19 [0T| S¥8% [0T| L'86E eury) | 01
AYIUAS “(6°101) SWOe-0119y UdFoIU YPIM SPUnodod 91[IA201OH (£°G7) SIIOIYIA J0JOIN “(9°Li¥) yserod ‘SIoZI[1Io]
g'er (L'81) 1PAs Koqe [ LT | 8°0LE [6°T| T6I9 [€T| S¥9S [TT| LTey | euenwr] | 6
-uou Jo spoi1 pue sreq ‘(L‘9¢) syonn pue s1030e1], (0‘zh) yserod ‘s10z1mioq {(8°¢9) sro wnajondd (s‘901) wnajonad apni)
v'op “(S*0p) 10918 10 uouat jo sadid ‘soqn, | 9% | 6986 |ST| 0TI8 [0°¢| 1°1€L |8°¢| 8TSL Auewpy |8
“(1°9€) 19915 10 UOII JO 1M papuen§ (¢7¢) urese)) (9°cy) seoueridde pue syuowunnsuy [eIPIA ‘(£°cgz) wnajonad apni)
001 (F°57) SN *(9°L9) snoudgonIu ‘s1z111dq “(£°086) Yseiod ‘s1oz1nadg | 17| 8'6by | €€ | L'€L0l [ST| T°1L€ [T'T] ¥'L0CT nzeg | [
€86 (8°8) $180019A0 SUSWOM “(8°01) UAWIMIQ *00 | 8°€ | '66L |¥¥ [ SSIVI [€9[ 6'8TST [S'L| 6'pLy] | woPSUDY | 9
wna[onad ‘(941) [991s Aoje-uou jo sponpoid paysiuy-1uog ‘(GG 1) [991s Ao[[e-uou Jo spol pue sieq (6°0r€1) S[I0 Wn[ondd pajyun
9L ($19) 1021s Koqre-uoujo |6°¢ | H'cz8 |S°s| v'86L1 |1°5 | Totel |T's| 8°Te0l pugpod | ¢
syonpoud paystugy-1wog (gz1g) yserod ‘sozi[io “(zzeg) ses payanbrg ((9°g9g) s[io wndjondd “('g9¢) wnojoxnod apni)
708 (L) syonn pue s1030BL], “(6°L1) 19918 Kof[e | 8°L | *8S9T [9°9 | O'I¥IT | I'V| T066 |€T| 0°ToF el | ¢
-uou jo sreq ‘(9‘1z) spunodwod uonoung-o[tnIN ‘(1 4.) [993s AoJ[e-uou jo syonpold paystury-ruag ‘(0 71091) S[I0 Wwnajondd
'8¢ (6°cs) auathma |08 | 1°¢691 |8 | 6°LLLT [1°9] 8°69v1 | €9 0peTI duley) | ¢
Jo s1owA[od ‘(1°69) saa], “(7°GT1) SOIOIYAA J0JOIN “(ZE1T) SonI pue s1030v1] “(€°LL1 1) SpPNId UB) JOYI0 ‘S[I0 WNJ[0NJ
6'66 (L°5) ured yusweyyy onamuAs (9°9) [€°L1] €°089¢€ [9°91] T8OVS [9°LT| €°LLTY |L'LT| SPoVE spuep | T
asimp3ua] paddiyd 10 umes poop (8°11) SiuowIes s,uswo “(£°]) Smes 10J Sape[q ‘smes pueH (S°97ES) S[I0 wnajondd -IYIIN
1°sc (1°687) s101e1031y (91| 6°C1L9 [FTE[ 6 1SSOL [9°9€| 9°8L88 [L¥E| €°5189 elssmy | |
-0 “(§°LLE) 1991 Ko[[e-UOU JO SpOI pue sieq (L, [{) PINO pue 9sa3y)) ‘(£769) SO[OIYA I0JOIA (£°7L]) SYONI) pUL SI10J0BI],
LIOdXH
% % | suu [ % [ gumu | 9% [ guw |9 | §uw
(8007) spoo3 110dxa () urejy 6007 8002 L00T 9007

6002-900¢ ‘snrejoq ‘sorunod jroduwiarodxs Jofew ()] Yim opes) JO UOBNUIIUO0I AJPOWOd Pu. dINJONNS dpel], t 9[qe L




The commodity concentration of Belarus’s trade by country showed a high concen-
tration of exports, the weighted average value® of which for 5 main export products is
about 50,5%. The main exports to the EU are crude oil and oil products and the main ex-
ports to Russia are tractors and trucks (Table 4). Commodity concentration of imports has
less value in by-country analyses, however, the weighted average value for 5 main import
products is quite high (42,0 %) due to the heavy concentration of imports from Russia.

The overall level of export concentration by country had average value and is de-
creasing from 1,604 in 2006 to 1,491 in 2009 (Table 5). This was the result of trade diver-
sification measures undertaken by the Government in the context of trade diversification
policy to reduce Belarus’s dependence on Russian market. Import concentration of Bela-
rus remained high although decreasing since 2007. In 2010 Belarus started to import crude
oil from Venezuela through seaports of Ukraine and the Baltic countries that can lead to a
more gradual decrease in country concentration of total import.

Table 5. Belarus’s trade Herfindal-Hirshman Index” (by-country)

Year
2006 2007 2008 2009
Country concentration of export 1604 1796 1523 1491
Country concentration of import 3555 3712 3679 3546

Data source: Own calculations based on National Statistic Committee, Belarus Trade Statistics
Yearbook

During the period under study the level of merchandise export concentration of Belarus is
about 1574-1598 (Herfindal-Hirshman Index (HHI) 2006-2008), mainly due to high com-
modity export diversification to Russia (HHI - 597-626). There was a high concentration
of commodity exports to countries outside the CIS first of all to the EU (HHI - 3358-3169)
(IPM, 2009)°.

It must be emphasized that despite the EU enlargement Belarus does not face a trade
diversion effect with the neighboring countries - Poland, Lithuania, Latvia and Estonia
(Table 6). In 2006-2008 the share of these countries in trade and exports of Belarus in-
creased from 7.4 % to 9,0 % and from 10,2 % to 15,0 %, respectively. Share of these
countries in total Belarus’s import remained stable at the level of 4-5 %. These countries
are among the main trade partners, although their share in trade turnover decreased slight-
ly from 9 % to 8,3 % in 2009.

Table 6. Testing the trade diversion effect of EU enlargement for Belarus

Year
2006 | 2007 | 2008 | 2009
Export
Estonia 94,5 226,5 3292 119,6
Latvia 462 990,2 2 141,00 1 658,50
Lithuania 432,7 564,5 619,2 370,8
Poland 1032,80 1226,20 1 798,40 823.4
Total export 2022 30074 4887,8 29723

? Weighted average commodity export/import concentration ratio is calculated as sum of shares for 5 main
products in export/import to/from particular country adjusted by the share of the country in total Belarus
export/import

*HHI=S? |+ S* ,+ ... S* i, where HHI — Herfindal-Hirshman Index for Belarus country trade concentration;
S? i — the share of Belarus export (import) to (from) country i. HHI=100 — means 1 % of trade goes to 100
countries, HHI=10000 — means 100 % of trade goes to 1 country.

> In 2002 the index for non-CIS countries amounted to 1826, and in 1998 - 682 (IPM, 2009).
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Table 6 (cont.)

Year
2006 2007 2008 2009
Latvia 111,9 127,5 138 116,6
Lithuania 170,3 180,1 233,6 194,8
Poland 765,9 819,1 1 154,90 786,9
Total import 1085,8 1170 1588,3 1157,2
Trade balance 936,2 1837,4 3299,5 1815,1

Data source: Own calculations based on National Statistic Committee, Belarus Trade Statistics
Yearbook

1.5. Main challenges for Belarus’s trade in 2006-2009

The Republic of Belarus as a country with a small open economy is affected by vari-
ous internal and external factors that may directly or indirectly affect the trade.

Most important factors influencing trade in 2006-2009 were trade discrimination ini-
tiated by Russia to reduce volumes of the most important commodity groups imported
from Belarus (trucks, tractors, dairy and meat products, sugar and confectionery) (see also
chapter 2); dependence in supplying the energy and mineral resources on one provider
country; deterioration in terms of trade due to increase in prices for natural gas and wors-
ening terms of oil and oil products supply from Russia (see below chapter 1.2.); increasing
foreign debt as a result of long-term trade deficit; appreciation of real exchange rate aimed
at supporting import substitution; high level of administrative regulation and the complexi-
ty of the procedures for doing business in Belarus; global economic crisis inducing eco-
nomic slowdown and decreasing Belarus’s trade.

Russia’s trade discrimination of Belarus. Restrictive measures applied by the Rus-
sian Federation cause the greatest economic damage due to the high volume of trade and
the proximity of economic ties between the countries.

Russia established unequal competitive conditions for the Belarusian manufacturers
participating in the tender procurement system. Russia limited access of Belarusian prod-
ucts to the Russian system of public procurements in terms of setting price preference for
the suppliers of Russian goods, limiting the access of Belarusian trucks and public
transport producers to the public procurements, and imposing restrictions for the access of
Belarusian trucks and agricultural machinery for the implementation of favorable leasing
conditions offered to agricultural producers and agricultural consumer cooperatives in
Russia.

The procedure of implementation of the state veterinary and laboratory control of the
Russian Federation for Belarusian products of animal origin was organized in such a way
that it created technical barriers to access of Belarusian products to the Russian market.
Moreover, unequal conditions for the registration of the Belarusian and Russian medicines
wholesale prices in Russia® were established. Belarus also took an obligation for the so-
called “voluntary export volume restrictions” on some dairy products and sugar exported
to Russian market under a pressure of imposing technical and administrative barriers by
Russian government.

These measures were imposed to exert economic pressure on Belarus mainly due to
political reasons. The economic background for trade discrimination is favorable participa-
tion in privatization of affected Belarusian industries which value will deteriorate while
they lose Russian market and a substantial share of income.

% Belarus Ministry of Foreign Affairs, 2010.
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Appreciation of real exchange rate. In general, Belarus’s currency policy supports
trade policy of import substitution. The main aim is to control prices of imported goods -
energy resources, raw materials and components. According to the Central Bank, ex-
change rate policy shall not contribute significantly to strengthening of the real exchange
rate (an increase in the real effective exchange rate of no more than 4 %) and have no neg-
ative effect on pricing competitiveness of domestic producers. In the Central Bank’s opin-
ion real appreciation of national currency should be compensated by the growth of other
[non-price] factors of economic competitiveness, including reducing the level of tax bur-
den and increasing the effectiveness of materials consumption. But unfortunately, the re-
valuation of national currency has negative impact on price competitiveness of national
exporters.

The target parameters of Belarus’s monetary policy are presented in Table 7. In 2009
the Central Bank implemented a sharp devaluation of the Belarusian ruble. This decision
was motivated by IMF recommendations as one of the conditions to attract IMF loans and
cover the shortage of foreign currency caused by the growing trade deficit. The growth of
the trade deficit, in turn, was caused by a substantial increase in prices for imported energy
from Russia.

Table 7. Currency policy of Belarus in 2006-2009

Main characteristics 2006 2007 2008 2009

1. Currency basket RUR US$, RUR US$ Euro, USS,
RUR

2. Currency tunnel +/-2% +/-4 % +/-2,5% +/-5%
3. Type of monetary | Currency Currency Currency tar- | Currency tar-
policy targeting targeting geting geting
4. Real exchange rate | Appreciation | Appreciation | Appreciation | Appreciation
dynamics (4 %) (=4 %) (no estimates) | (no estimates)

Data source: Main directions of Belarus monetary policy, Belarus National Bank Statements
(2006-2009)

In 2006-2009 Belarusian exporters and importers faced a rising of the real exchange
rate of Belarusian ruble (Table 8), which had a positive impact on incomes of importers
and adversely affected the export performance.

Table 8. Real exchange rate of Belarus’s national currency

2006 | 2007 | 2008 | 2009
Real exchange rate index’ 1,06 | 1,12 0,918 1,04
1,16
Inflation rate, Belarus 1,09 2 1,164 | 1,111
1,02
Inflation rate, US 1,032 81 1,038 | 0,996
Nominal exchange rate, BRB per US$ 1 2140 | 2150 | 2650 | 2859
Adjusted’ by inflation exchange rate, BRB per USS$ 1
(2005=100) 2273 | 2569 | 2881 | 3213

" RER; = I/NERI; # (CPlgy/CPI;), where RER; — real exchange rate index of national currency to country i
currency; NERI; - nominal exchange rate index of national currency to country i currency; CPlgy, CPI; —
consumer price index of Belarus and country i.

¥ Real exchange rate depreciation after the implementation of IMF recommendations.

® AER; = NER; * (CPIgy/CPLy), where AER; — adjusted by inflation exchange rate of national currency to
country i currency; NER; - nominal exchange rate index of national currency to country i currency; CPlgy,
CPI; — consumer price index of Belarus and country i.
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Data source of Table 8: the National Statistical Committee of Belarus (consumer price index, Bel-
arus), the Bureau of Labour Statistics (consumer price index, US), Belarus National Bank (nomi-
nal exchange rate, real exchange rate index).

Table 2 contains the exchange rate adjusted by inflation data for 2006-2009. The
analysis shows that it is necessary to ensure the devaluation to 3213 BRB per $ 1 to main-
tain the price competitiveness of exports. The devaluation of national currency held in
2008 at the request of the IMF allowed to smooth the situations, but in 2009 and in early
2010, the real appreciation of national currency preserved. It is feasible to continue the
devaluation of national currency to target negative the trade balance.

High level of administrative regulation. A high level of administrative regulation
and the complexity of administrative procedures for doing business are among the factors
affecting the economy of Belarus and the competitiveness of the traders. In spite of the
fact that the customs procedures in Belarus are efficient compared to other CIS countries
according to international statistics (Table 9) high administrative control adversely affects
economic development.

The Government started administrative reform to improve the overall efficiency of
administrative procedures for doing business. The main objectives are simplification of
entering business, running and stopping activity, improvement of property and land rela-
tions, simplification of taxation and tariff procedures, improvement of price and antitrust
regulations, etc. As a result, Belarus improved significantly the doing business index 126
rate in 2006 to 58 rate in 2009.

Table 9. Effectiveness of customs formalities and administrative procedures
in the CIS (2008-2009)

Lead time to export Lead time to import Ease of doing
Country (days) (days) business*
2008 2009 2008 2009 2008 2009
Armenia 30 17 24 20 50 43
Azerbaijan 48 46 56 50 38 38
Belarus 18 16 25 21 82 58
Georgia 12 10 14 13 16 11
Kazakhstan 89 89 76 76 64 63
Kyrgyz Republic 64 63 75 72 80 41
Moldova 32 32 35 35 108 94
Russian Federation 36 36 36 36 118 120
Tajikistan 82 82 83 83 164 152
Ukraine 31 31 36 36 146 142
Uzbekistan 80 71 104 92 145 150

* (1=most business-friendly regulations)
Data source: World Bank, World Development Indicators Database

Dependence on import of energy and mineral resources from one country. An-

other negative factor affecting Belarus’s trade was a sharp increase in prices for imported
Russian natural gas which is used to produce almost all the electricity (Table 10).
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Table 10

. Belarus’s dependence on energy supply from abroad (2006-2007)

Electricity production from natural Energy imports, net

gas sources (% of total) (% of energy use)

2006 2007 2006 2007
Armenia 25 25 67 71
Azerbaijan 63 75 -181 -337
Belarus 95 99 86 86
Georgia 27 18 69 68
Kazakhstan 11 11 -106 -105
Kyrgyz Republic 10 11 47 51
Moldova 97 98 97 97
Russian Federation 46 48 -82 -83
Tajikistan | 2 59 59
Turkmenistan 100 100 -265 -266
Ukraine 13 13 40 41
Uzbekistan 70 71 -20 -23

Data source: World Bank, World Development Indicators Database

The rise in prices from 2006 to 2009 amounted to 269 % with an average annual in-
crease of 56,3 %. The negative trade balance increased sharply and the share of natural gas
in total import doubled from 4,8 % to 9,4 % though the share of net gas import in total
trade balance deficit decreased from 44,6 % to 36,8 %. Since 2007 the Government have
been implementing the Concept of Belarus’s Energy Security and the Annual Energy Sav-
ing Programs which target lower energy capacity of GDP. The implementation of energy
saving measures should reduce the export and domestic price growth rate and decrease the
price competitiveness of imports.

Increasing foreign debt as a result of a long-term trade deficit. Belarus belongs
to the group of net-importers in the CIS region. Inter alia, net exporters are only countries

abundant in natural resource like Russia, Kazakhstan, etc. (Table 11).

Table 11. Macroeconomic effect of CIS countries trade (2006-2008)

: Net export of goods and services,
Net export of goods and services 9% GDP
2006 2007 2008 2006 2007 2008
Armenia -1015 -1 838 -2 986 -16 -20 -25
Azerbaijan 5822 13 093 20614 28 40 45
Belarus -1542 -2 838 -4 454 -4 -6 -7
Georgia -1 875 2721 3778 -24 =27 -30
Kazakhstan 8675 7165 27070 11 7 20
{i(grgyz Repub- -1 057 21693 |  -1875 .37 -45 237
Moldova -1 590 -2 188 3071 -47 -50 -51
g(‘)l;mn Federa- | 196130 | 111615| 148561 13 9 9
Tajikistan -961 -1 699 -2 137 -34 -46 -42
Turkmenistan 3923 4 647 4 564 18 49 30
) -10
Ukraine -3 068 -7 876 977 -3 -6 -6
Uzbekistan 1722 2255 2 895 10 10 10

Data source: World Bank, World Development Indicators Database




Belarus net export-to-GDP ratio was relatively small but had been increasing. The
accumulated net export led to the increase in Belarus’s overall external debt (Table 12).

Table 12. Foreign debt situation in Belarus

2006 2007 2008 2009
Total foreign debt 6844 | 12494"° | 15154 | 22030
Repayments of principle and interests 3681 3965 6449 5822

Data source: Belarus National Bank, Balance of Payments Yearbook

Belarus’s external debt was financed by overseas borrowings (60,6 % or USS$
13,340.9 mln), outstanding commercial credits (25,8 % or US$ 5,693.2 mln), other current
liabilities, including arrears for goods and services (7,7% or US$ 1,705.7 mln), loans of
Belarus’s residents to foreign "parent" companies (3,4% or US$ 751.9 min) and liabilities
of the banking sector accounts and deposits (2.4% or US$ 530.4 mln). In 2009 the deterio-
rated external debt ratios for Belarus were the following: ratio of gross external debt to
GDP in 2009 was 45 % (24,9 % in 2008); ratio of gross external debt to exports of goods
and services in 2009 increased to 88,7 % (41 % in 2008); maintenance of gross external
debt in 2009 amounted to 11,9 % of GDP against 10,6 % in 2008; the ratio of payments on
external debt service to exports of goods and services in 2009 amounted to 23,4 % (17,4 %
in 2008); gross foreign debt per capita amounted to 2 324 dollars, an increase by 45,6% in
2009

According to most recent available comparative statistics for CIS countries (Table
13), Belarus faced low external debt risk in 2006-2008. The better positions had only en-
ergy-exporting CIS countries (Azerbaijan, Turkmenistan, Uzbekistan). Unfortunately, the
situation went down in 2009.

Table 13. External debt risks for CIS countries, 2006-2008

External debt stock to GDP, % | External debt stock to export, %
2006 2007 2008 2006 2007 2008
Armenia 31 31 29 133 163 195
Azerbaijan 12 11 9 19 16 13
Belarus 14 23 20 24 37 33
Georgia 25 23 26 77 72 92
Kazakhstan 92 92 81 179 186 141
Kyrgyz Republic 84 66 49 184 124 90
Moldova 72 72 63 160 159 153
Russian Federation 25 28 24 75 93 77
Tajikistan 36 31 29 62 68 83
Turkmenistan 4 8 4 - - -
Ukraine 46 52 51 99 115 108
Uzbekistan 24 18 14 - - -

Data source: World Bank, World Development Indicators Database

Global economic crisis inducing economic slowdown and decrease in Belarus’s
trade. Belarus had high macroeconomic growth in 2006-2008. The average GDP growth
amounted to 9,5 %, the average growth rate of industrial production accounted 10,5 %,
real incomes of the population increased 14,6 % annually (Table 14). The absolute GDP

' Sharp increase in total foreign debt was due to increase both in net trade balance deficit and accumulation
of reserve assets by Central Bank of Belarus
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per capita and GDP per capita growth rate were higher than in other CIS countries exclud-
ing Russia and Kazakhstan (Table 15).

Table 14. Macroeconomic situation in Belarus, 2006-2009

2006 2007 2008 2009
GDP growth rate, % 10,0 8,6 10,0 0,2
Industrial output growth rate, % 11,4 8,7 11,5 -2,8
Households real income growth rate, % 17,8 13,2 12,7 2,9

Data source: National Statistic Committee, Belarus Annual Statistics Yearbook

In 2009, the dynamics of macroeconomic indicators deteriorated as the consequence
of the global economic crisis. Annual GDP growth was positive but relatively low (0,2 %),
households’ real income maintained positive dynamics (2,9%), while industrial production
fell by - 2,8 %.

Table 15. GDP per capita PPP and GDP annual growth rate in the CIS countries

GDP per capita PPP, US$ GDP annual growth rate, %

2006 2007 2008 2006 2007 2008
Armenia 4782 5577 6 075 13 14 7
Azerbaijan 6174 7 838 8771 35 25 11
Belarus 9 740 10901 | 12278 10 9 10
Georgia 4031 4710 | 4966 9 12 2
Kazakhstan 9 835 10873 | 11323 11 9 3
Kyrgyz Republic 1 820 2011 2193 3 9 8
Moldova 2 561 2716 | 2979 5 3 7
Russian Federation 13 246 14 745 | 15923 8 8 6
Tajikistan 1612 1758 1907 7 8 8
Turkmenistan 5294 5985 6 625 11 12 10
Ukraine 6226 6 939 7277 7 8 2
Uzbekistan 2189 2427 | 2658 7 10 9

Data source: World Bank, World Development Indicators Database

Macroeconomic statistics showed that in 2010 Belarus economy began to recover
from the crisis. In January-September 2010 the GDP growth rate amounted to 6,6 %, the
growth rate of industrial output amounted to 10,3 %, real money incomes of the popula-
tion grew by 10,8 %. The volume of trade in goods and services increased by 17,7 %
compared to January-September 2009, including exports — 19,3 %, import - 16,3%. In
January-September 2010 the negative balance of trade amounted to US$ 5,013.6 min. The
trade surplus in services had the amount of US$ 1,119.5 mlin.
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2.  Trade policy of Belarus in 2006-2010: what is export oriented import substitu-
tion?

2.1. Official concept of trade policy

Belarus’s trade policy is embodied in two documents — the National strategy of im-
port substitution and the National export development strategy.

The National strategy of import substitution is based on the Program of Import Sub-
stitution issued for 5 years, Industry and Regional Import Substitution Programs issued for
5 years, Annual import substitution programs and Annual list of import-substituting pro-
duction and import substitution industries. The Government declared the following princi-
ples for import substitution in Belarus:

- gradual transformation policy: maximum utilization of available industrial capaci-
ties on the basis of their modernization and re-based update and expand of the
products range;

- rational import substitution: import substitution is reasonable when there are long-
term competitive advantages for the production in Belarus, or they can be effec-
tively created;

- cluster import substitution: an assessment of import-substitution production impact
on the competitiveness of products produced on its basis;

- import substitution creating export capacities: evaluation of the potential for ex-
port of new import substitution production;

- indirect import substitution: the introduction of modern material and energy saving
technologies;

- system approach: coordination of import substitution policy between industries,
regions and organizations, creation of vertically integrated and horizontally inte-
grated corporations and alliances to co-finance import substitution projects.

In order to promote Belarus’s exports the following programs were developed: a 5-
year National Development Program for export promotion, Industry and Regional Pro-
grams for export promotion, Annual action plan for implementation the export promotion
program. National export development strategy implements the following principles:

- effective export: increasing the quality and technical level of the exported products;

- innovative export: a shift to export products with high added value, high technolo-
gy products and services;

- geographically diversified export. export development through new markets in
countries outside the CIS;

- WTO-compliance: export promotion by the instruments corresponded to the WTO
rules;

- improving export promotion infrastructure: development of export insurance or-
ganizations, export loans system, foreign commodity distribution networks.

The way to improve the trade regime of Belarus is the accession to the WTO. So far,
there were seven meetings of the working group, with the first held in 1997 and last one
held in 2005. During negotiations on the access to goods market the maximum customs
tariffs for items coming in after Belarus join the WTO were adjusted. So far, 28 bilateral
negotiations with countries of the working group were held that ended up in sealing the
outcome protocols with 10 WTO Member countries: Armenia, Bulgaria, China, Cuba,
Dominican Republic, India, Kyrgyzstan, Moldova, Panama, and Turkey. Besides, Belarus
and China signed a memorandum of understanding which envisages mutual recognition of
a market economy status. Belarus came closer to other countries on its future commit-
ments on ensuring access to goods and services markets. The list of demands by a number
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of the WTO member countries that were unacceptable for Belarus was also narrowed. The
negotiations on agriculture support now reached the stage where the amount of subsidiar-
ies within concrete state programs could be specified.

However, the results of the two recent meetings failed to reach a solution to the
Working Group on the transition to the next stage of negotiations - the drafting of the Re-
port of the Working Group (Draft Report of the Working Party) - the outcome document
containing a package of commitments of the Republic of Belarus as a member WTO. In
2009, Belarus together with Kazakhstan and Russia decided to accede to the WTO jointly,
i.e. by way of the customs union among the three states. To that end, a uniform delegation
was set up to negotiate with the WTO on behalf of the three countries.''

2.2. Tariff regulation

In 2006-2009 import and export customs duties were imposed in Belarus.

Export duties were established'? on different kinds of fish, seeds, canbcroid, spirit,
mineral products, fertilizers, plastic, skins, jewels and metals, non-precious metals, oil and
petroleum products'®, timber'®, paper and pulp, non-ferrous metals. Export customs duties
lifted" in 2009 with the exception of export customs duties on crude oil and petroleum
products and potash fertilizer. The decision to abolish export duties in Belarus aimed at
supporting the exporters in the global financial crisis. Total annual economic effect is
about US$ 3,5 min.

The current import tariff imposed in 2007'° sets the rates of the import customs du-
ties on a constant basis ("base" rates). Trading partners of Belarus are divided into the fol-
lowing groups of countries:

1. Countries in the regime of free trade - 11 CIS countries. Import to Belarus of goods
originating from the countries is carried out duty-free.

2. Countries in the most-favored-nation - 132 developed and developing countries.
"Base" rates of the import customs duties are applied to goods originating from the
territories of these countries.

3. Least developed countries that granted trade preferences within the limited indi-
vidual commodity groups - 47 least developed countries. Belarus provides tariff
preferences to the group of least developed countries in the form of reduction of
the customs duties rates by 100 %.

4. Developing countries, which granted trade preferences within individual commodi-
ty groups - 89 developing countries. Belarus provides tariff preferences to the
group of developing in the form of reduction of the customs duties rates by 25%.

5. Other countries without favorable treatment. Goods imported from these countries
are imposed to the import customs duties under the "base" rates multiplied by 2.

It should be noted that the fourth group of countries includes China, India, Argenti-
na, Malaysia, Mexico, Brazil, etc. In spite of the fact that preferential treatment is set to
the agricultural raw materials and certain types of textile products, lumber, medicals, it is
reasonable to review the list of preferential treatment in trade and shift to bilateral trade
agreements.

! Belarus Ministry of Foreign Affairs, 2010, A.

12 Decision of the Council of Ministers of Belarus, Ne 864, date: 28.06.2002, the Decree of the President of
Belarus Ne 700, date: 31.12.2007.

13 Decree of the President of Belarus, Ne 60, date: 30.01.2007

4 Decree of the President of Belarus, Ne 717, date: 05.12.2006

"% Decree of the President of Belarus, Ne 135, date: 17.03.2009

' Decree of the President of Belarus, Ne 699, 31.12.2007
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The bulk of the customs tariff is occupied by ad valorem customs duties, and the se-
lected product groups are exposed to specific duties and mixed duties. Seasonal rates of
the customs duties are applied to some kinds of vegetables (carrot, beet, cabbage). The
nominal level of tariff rate in Belarus remains high comparing to other CIS countries (Ta-
ble 17) but weighted applied tariff rate is among the lowest in the CIS region.

Table 17. Total level of tariff protection in CIS countries (2008)

Applied tariff rate Most favorite nation tariff rate

Weighted mean | Simple mean | Weighted mean | Simple mean
Armenia 2 4 3 3
Azerbaijan 4 8 6 9
Belarus 2 8 7 9
Georgia 0 4 1 1
Kazakhstan 2 4 4 5
Kyrgyz Republic 9 3 9 5
Moldova 2 1 3 4
Russian Federation 6 8 7 9
Ukraine 4 5 5 5
Uzbekistan 7 12

* For Tajikistan and Turkmenistan data are not available

Data source: World Bank, World Development Indicators Database

Tariffs are applied with a principle of selective protectionism which implies higher
customs duties on imports competing with the most important branches of national pro-
duction. The general structure of the customs tariff according to the major areas of nation-

al production is represented in Figures 24-26.
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Figure 24. Tariff rates on main consumables (ad valorem)

Data source: own calculations based on Belarus Customs Tariff Law
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Figure 25. Tariff rates on main industrial outputs (ad valorem)*
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* The highest tariff rates (50 % but not less than 2,2 euro per cm3 of engines capacity) are imposed on
imported busses, tractors and tracks which were in use for more than 5-7 years.

Data source: own calculations based on Belarus Customs Tariff Law
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Figure 26. Tariff rates on main agricultural outputs (ad valorem)

Data source: own calculations based on Belarus Customs Tariff Law

One of the main barriers for higher domestic market protection is high import quota
of Belarus (Table 18). It limits opportunities to increase tariff rates as far as it enhances the
risk of imported inflation and raise of costs.

Table 18. Export-to-GDP ratio and Import-to-GDP ratios of the CIS countries, % GDP

Year Year

2006 | 2007 | 2008 2006 | 2007 | 2008

Exports of goods and services Imports of goods and services
Armenia 23 19 15 39 39 40
Azerbaijan 67 68 69 39 29 25
Belarus 60 61 62 64 67 69
Georgia 33 31 29 57 58 58
Kazakhstan 51 49 57 40 43 37
Kyrgyz Republic 42 44 57 79 89 94
Moldova 45 47 41 92 97 92
Russian Federation 34 30 31 21 22 22
Tajikistan 23 21 17 58 66 58
Turkmenistan 35 101 81 17 52 51
Ukraine 47 45 42 49 50 48
Uzbekistan 38 40 42 27 30 32

Data source: World Bank, World Development Indicators Database

The principle of tariff escalation is realized in most of the tariff groups (Figure 27).
The mechanism of tariff escalation'’ is used in various industries. For sunflower seeds
customs duty is established at the rate of 5 %, and for sunflower oil — 15 %. It is 5 % rate
for wheat, and 10 % rate for wheat flour. Juice concentrate in the tanks is imported duty

' Tariff escalation means increasing nominal tariff rates for imported finished products and decreasing tariff
rates for imported accessories in order to insure that major part of a particular product value added is pro-
duced domestically.
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free, but custom duty is 15% for the juice in packaging, etc. By virtue of the fact that many
types of raw materials and components of finished products in the engineering industry,
textile industry, confectionery industry and others are imported, the principle of tariff es-
calation is implemented carefully to ensure an acceptable level of effective tariff rates.

Used trucks (more than 7 years in exploitation) | 50%

Trucks | 25%

Truck chassis, cabs I 19%

Truck component parts I 5%

Tarif rate (ad valorem), %

0% 20% 40% 60%
Figure 27. Tariff escaltion example: trucks (tarif group 8704)
Data source: own calculations based on Belarus Customs Tariff Law

Trade policy of Belarus is related to the industrial and general economic policy. In
order to stimulate modernization of Belarus’s economy, 0-5 % tariffs on imported equip-
ment, except for equipment and tools analogous of which are produced in Belarus were
set. In total, the rates of customs duty were set at 0 % for 775 commodity items of the
equipment and technology. At the same time import of the high-tech equipment which
costs more than US$ 0,35 mln have to be approved by the Belarus National Academy of
Sciences. This procedure was established for import, financed by the budgetary sources.

Tariff regulation of Belarus provides for special customs territory regime, in particu-
lar export processing zone. There are currently 6 large export processing zones set up in
all regions of Belarus. It is established that the import of raw materials, components and
equipment to EPZ and exports from the EPZ of goods manufactured in the EPZ are not
exposed to customs charges, except charges for customs clearance. Production of the resi-
dents of the EPZ is not licensed for export except for items on which Belarus has interna-
tional obligations. The amount of investments for the EPZ company is required to at least
1 mln Euros. The EPZ resident is granted tax holidays for 5 years for income tax on export
income or import-substituting production income. The list of import-substituting products
is approved by the Government.

2.3. Non-tariff regulation
The non-tariff regulation'® imposed in Belarus applies traditional methods on a non-
discriminatory basis. The main non-tariff measures which could be imposed include the
following:
- special protective, antidumping and countervailing measures imposed on the
results of a special investigation conducted by the Government to protect the

'8 Law of the Republic of Belarus, Ne 347-3, date: 25.11.2004
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national economy from dumped or subsidized imports19 (for details see annex A,
Table A.1);

- quantitative restrictions on external trade in goods on a non-discriminatory basis>’;

- licensing of trade of certain goods (single licenses, general licenses, special licens-
es per sample of the European Union on export of textiles to the countries of the
European Union and Turkey.)*":

a) licensing of exports and imports of goods in the amount of quotas on a no
discriminatory basis;

b) licensing of exports and imports of goods, which may adversely affect human
health, ecological welfare, consumer rights and national security®;

c) an exclusive right to carry out trade operations in certain types of goods;

d) licensing of export and import based on results of anti-dumping investiga-
tions;

¢) automatic licensing of export and import of certain commodities to control
the quantity of exports and imports of certain types of goods.

- technical barriers to trade used on the principles of a national regime. Imported
goods should meet national technical, pharmaceutical, sanitary, veterinary, phyto-
sanitary and environmental requirements. The standards and requirements are ap-
plied on a national principle. The technical regulation and standardization is con-
formed to the basic provisions of the Agreement on Technical Barriers to Trade
and the Agreement on Sanitary and Phytosanitary Measures of the WTO;

- currency regulation and currency control. Exporters, except for companies with
foreign investments, are exposed to a mandatory sale of foreign currency on the
domestic market in the amount of 30 % of foreign exchange earnings. Temporary
restrictions on buying foreign currency for import were introduced after the sharp
devaluation of the national currency in 2008. The purpose of these restrictions is to
prevent speculative demand in the currency market and curb the growth of imports
to Belarus;

- concessional lending to exporters and importers or companies that manufacture
import-substitution products, state guarantees on loans attracted from abroad;

- concessional lending for consumers of national products in the domestic and for-
eign markets (Russia).

In order to simplify customs procedures in Belarus the regime “Faithful participant
of foreign-economic activity” has been applied since 2008”%. The company with the sta-
tus is subjected to a limined number of customs procedures.

According to Belarus’s Ministry of Foreign affairs the following non-tariff protec-
tion was in act against Belarus.

In 2006 a special fee for imports of meat and edible offal to Belarus for two years
and a special quota for textured polyester filaments for four years were imposed.

"’ The law of the Republic of Belarus, Ne 346-W, date: 25.11.2004

% Decree of the President of Belarus, Ne 569, date: 20.10.2008

2L A list of exported goods subjected to licensing: mineral fertilizers; crude oil, oil refining goods; cattle
hides; cereals (grain); drugs; hazardous waste; weapon; flax and colza seeds; colza oil; scrap iron; scrap
copper, nickel and aluminum; precious metals, precious stones and goods contenting precious stones; scrap
contenting precious metals; textiles (only to the countries of the European Union and Turkey under special
licenses per sample of the European Union). A list of imported goods subjected to licensing: drugs; haz-
ardous waste; weapon; alcohol, ethyl alcohol; non-food alcohol containing goods; tobacco goods; chemical
control agents against insect pests; grain-oriented fibers; vegetable oil; cereals, corn; fish-meal; means used
in veterinary medicine; enzyme agents; products used for animal feeding. (Ministry of Trade of Belarus,
http://www.mintorg.gov.by/index.php?option=com_content&task= view&id=68&Itemid=73&lang=en)

*2 Act of the Council of Ministers of Belarus, Ne 1397, date: 23.09.2008

2 Decree of the President of Belarus, N 40, date: 28.01.2008
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In 2007 a special duty to preforms originating from Ukraine was imposed. The rea-
son for the measure was a decision of the Government of Ukraine to initiate the revision of
anti-dumping measures on imports of artificial fur and pile fabric from Belarus to Ukraine.

In 2008 an anti-dumping duty on imports of caramel products originating from
Ukraine was introduced for three years as a result of anti-dumping investigation.

In July 2009 a special investigation against imports of grids of glass was completed,
which led to a proposal to introduce a 3-year special ad-valorem duty at the rate of 33,4 %
on grids of glass imported in Belarus.

At present, foreign countries apply 28 restrictive measures to trade with Belarus, in-
cluding 9 AD and 5 special protections. The greatest number of restrictive measures are
applied by the Russian Federation (12 measures), Ukraine (6), the EU (4), India (2), the
United States (2), Moldova (1) and Kyrgyzstan (1). Anti-dumping and special safeguards
apply to the following Belarusian goods: Ukraine - fiberboard, artificial fur, pile fabric,
compressors (antidumping), steel pipes, matches (special protection), the EU - potassium
chloride, carbamide-ammonia mixture, steel pipes, India - acrylic fiber and cord fabric, the
USA - steel fittings, Kyrgyzstan - flour, Moldova - sugar.**

Among the administrative regulation to promote export there are measures to devel-
op the commodity distribution network of state-owned companies abroad. The Govern-
ment adopted two acts which apply to state-owned enterprises in 2006 including the Regu-
lations on the Distribution Network of Domestic Producers Abroad, and the Annual
Planned Target Volume in the Ratio of Direct Deliveries of Goods in Total Exports. In
accordance with the last one a share of direct supplies to the total exports shall be not less
than 80 % in average. Direct delivery is considered as export to foreign consumers of
products, to foreign branches (representations) of state companies, to foreign or Belarusian
companies which won the tender for the purchase of exported products, to dealers and dis-
tributors of public companies.

State-owned companies have established their own 255 businesses to promote prod-
ucts in foreign markets, most of which were registered in the CIS countries, primarily in
Russia (Figure 28). The total number of commodity distribution network entities without
Belarusian investments is about 1,680.
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Figure 28. Number of export distribution entities

Data source: Belarus Ministry of commerce http://www.mintorg.gov.by/index.php?
option=com_content&task=view&id=33&Itemid=369

Among the countries outside the CIS state-owned corporations have established rep-
resentative offices in key regions of the world - in Europe, North and South America, Asia
and Africa, which can serve as regional offices. Unfortunately, there was no relationship
between the potential capacity of a country market (GDP) and the number of trade repre-

** Belarus Ministry of Foreign Affairs, 2010, B.
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sentations in the country / region. This fact shows the low efficiency of infrastructure and
a need for its improvements.

One of the responses to increased competition in the CIS and other foreign markets
was the establishment of trading companies to promote Belarusian products in certain
branches. This helped to concentrate the market power of Belarusian producers of relevant
products which typically are among the founders of the trading companies. Establishment
of trading companies is a response to oligopolization, and in some cases monopolization
of the industries in the CIS countries. The trading companies were established in the fol-
lowing branches:

- Potash industry — “Belarusian Potash Company ", Closed Corp. (2005);

- Sugar industry - OOO "Belarusian Sugar Company", Ltd. (2006);

- Confectionery industry — “Belarusian confectionary company", Ltd (2006);

- Food industry (dairy, meat) — “Belarusian Food Company", Ltd (2007);

- Petroleum refinery - "Belarusian Oil Company", Closed Corp. (2007);

- Automotive, agricultural and construction equipment — “Belarusian Industrial
Company", Ltd (2008).
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3.  Prospects for integration: East or West, home is best?

Comparing the level of trade liberalization between Belarus and the CIS countries or
the EU countries, it should be noted that it is developing more effectively with the CIS
countries, in particular with Russia.

Integration with the CIS. The main feature of economic integration in the CIS is
subregional integration with a number of integration groupings. The basic integration
agreement is the Agreement for establishment of Commonwealth of Independent states
with the Free Trade Agreement and the Economic Union Treaty as the core stones of eco-
nomic integration in the CIS. Unfortunately, neither the Agreement nor the Treaty has
been enforced effectively. The agreement has not been ratified by Russia, that asked for
exemptions from FTA (particularly on oil and gas), and therefore Free Trade Zone has not
come into force. (Tochitskaya, 1. (2010))

It 1s rather difficult to identify the type of economic integration for the CIS agree-
ment. Agreement establishing the CIS wasn’t signed by several countries (Azerbaijan,
Kyrgyzstan, Tajikistan and Turkmenistan); Georgia withdrew from the CIS in 2009. Plen-
ty of different documents supporting economic liberalization in the framework of the CIS
was established, but the main problem is the enforcement of the agreements. Belarus ap-
plies the free trade regime to all the CIS countries.

Economic integration issues are most effectively addressed in the sub-regional inte-
gration agreements (Table 19), in which Belarus takes an active part (except for the
GUUAM agreement and the Agreement on the establishment of the Central Asian Eco-
nomic Community).

Table 19. The main integration agreements in the CIS region with Belarus to participate

Title of cooperation | Date of par Current | Main areas of cooperation
agreement ticipation | status
(in-act date),
Commonwealth of In- 1991 A mem- | The trade and investment promotion,
dependent States (11| (1991) ber state | improvements in the transport, energy,
post-soviet countries logistic systems, the water supply, the
excluding Georgia) border infrastructure and procedures
and improving border security.
Union State of Belarus 1999 A The unified custom area, the single
and Russia (1999) member | macroeconomic policies, the single
state | transport and energy systems, the single
market of communication services, the
interregional and industrial cooperation,
the harmonization of legal systems.
Eurasian Economic 2000 A mem- | The customs union, the common energy
Community  (Belarus, | (2000) ber state | market and transport network
Kazakhstan,  Kyrgyz-
stan, Russia, Tajikistan,
Uzbekistan)
Customs union 2010 A mem- | The unified tariff and non-tariff regula-
(Belarus, Kazakhstan, (2010) ber state | tion to third countries, free trade area,
Russia) mutual joining the WTO

Data source: Belarus Ministry of Foreign Affairs

The main problem of Belarus’s participation in the Customs Union with Russia and
Kazakhstan which is concerned as a substitute for the Union State of Belarus and Russia,
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are exceptions to the regime of free customs zone, established by Russia for the most sen-
sitive positions of Belarusian imports from Russia - oil and petroleum products. Russia has
maintained tariffs on exports of these products in Belarus in the customs union. An inter-
esting fact is that these duties were installed on a discriminatory basis, i.e. are applied to
Belarus and are not applied to Kazakhstan. Lawfulness of the seizure will be evaluated by
the Economic Court of the CIS.

A prospective for integration between the Customs Union countries is an establish-
ment of Unified Economic Area (UEA) between the participating countries. It was agreed
in the UEA that the countries will make joint energy market. This means that Belarus will
get an access to oil and gas transportation systems of Russia and Kazakhstan and can de-
liver gas and oil from other CIS countries, for example, from Turkmenistan. What is more
important Russia will abolish custom duties on oil and oil products exported to Belarus
and will not be able to use non-tariff trade barriers. So, there is a high economic stimulus
for Belarus to participate in a closer economic integration with Russia and Kazakhstan.
But it is difficult to predict how effectively the agreement will be implemented by the par-
ticipating countries.

Integration with the EU. In 2006-2007 Belarus did not participate in economic co-
operation with the EU besides Programs of cooperation in overcoming the aftermath of the
Chernobyl disaster. In 2008 closer contacts between Belarus and the EU resumed. Belarus
and the EU started expert discussions over energy issues, transport, environment, customs
regulations, agriculture, economic and financial issues, standardization and certification.
In May 2009, Belarus took part in the inaugural summit of the EU Eastern Partnership
program in Prague. Belarus seeks to develop co-operation with the EU in areas of mutual
interest such as transit, transport, customs, energy, regional and sub-regional security,
fighting human trafficking, and environment protection.

Currently, Belarus is involved in several sub-regional integration agreements with
the EU member states or established on the initiative of the EU (Table 20).
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Table 20. The main integration agreements between Belarus and the EU countries

Title of co- [ParticipationCurrent Main areas of cooperation

operation |(in-act) date| status

agreement

Central Eu- | 1996 A mem-| The development of energy system, transport sys-

ropean Ini- | (1989) ber state| tem, tourist infrastructure, SME support, the promo-

tiative tion of sustainable economic development

“Poland- 2007 A mem-| Trade and investment promotion, the development of

Ukraine- (2007) ber state| tourist infrastructure, improvements in transport, en-

Belarus” ergy, logistic systems, water supply, the promotion

program of sustainable economic development and energy
saving, border infrastructure and procedures

“Latvia- 2007 A mem-| The development of transport and communication

Lithuania- (2007) ber state| networks, the promotion of cross border tourism, the

Belarus” promotion of sustainable economic development and

program energy saving, border infrastructure and procedures

Council of | 2009 An ob- | Maritime policy, energy and climate related issues

the  Baltic | (1992) server | and sustainable development issues, customs coop-

Sea States state | eration and border crossing aspects

Eastern 2009 A mem-| Supporting economic reforms, development of ad-

Partnership | (2009) ber state| ministrative procedures to EU standards, the unifica-
tion of trade regulation procedures, visa procedures
liberalization, safe energy supply and transit

Data source: Belarus Ministry of Foreign Affairs

The Eastern Partnership Agreement is similar to the previously established the
GUUAM agreement (1999) without the participation of Belarus, which was also focused
on issues of energy resources transit.

The trade liberalization issues between Belarus and the EU are only concerned in bi-
lateral trade liberalization agreements with the EU member states. It can be noted that the
issues of trade liberalization between Belarus and the EU are covered at the minimum lev-
el in comparison with other post-soviet countries which concluded preferential agreements
with the EU or trade liberalization issues are concerned in the WTO framework.

Prospective of economic integration for Belarus. The main effects of economic in-
tegration on Belarus should be divided into short- and long-term effects. The short-term
effect addresses the impact of trade liberalization on net exports of the country. The long-
term effect is considered as industrial restructuring according to international specializa-
tion based on the potential competitive advantages.

There are two main alternatives considered for Belarus in the development of eco-
nomic integration. They are deepening of economic integration with the CIS countries and
starting trade liberalization with the EU.

The most interesting problem is what possible outcomes of closer integration with
the EU for Belarus will be. Prospective results of Belarus-EU trade liberalization could be
revealed through the integration experience of CEE countries. Short-term effects for the
most of new EU member states were unfavorable, i.e. net exports of the CEE countries to
the “old” EU countries is negative. There was an increase in the CEE-EU exports and im-
ports volumes but the import stimulation effect outperformed the growth of export (Pa-
pazoglou, C., Pentecost E., Marques E. (2006)).

The assessments of the EU integration impact’s on the competitiveness of the CEE
countries showed that the international specialization of CEE countries in the EU re-
mained primarily in labor-intensive and resource-intensive industries on the basis of com-
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petition with the South EU countries (Portugal, Greece, Spain) (Marques H. (2002)). In
general, the catching-up effect of the EU integration has not been recognized for the CEE
countries. The technology gap persists at a high level, and the specialization of the CEE
countries in the EU preserves and is expanding in those industries where the old EU lost
its cost competitiveness (Tiitsa M., Kattela R., Kalveta T., Tamm D. (2008 )).

The prediction of EU integration effects for the post-soviet countries is based on
gravity models with out-of-sample approach. The studies showed underutilized trade po-
tential for some CIS countries (Belarus, Ukraine and Moldova) (Shepotylo O. (2009)).
However, the gravity models lack the assessments of countries comparative advantages
that limit the application of gravity analyses for predicting possible outcomes of economic
integration.

The assessments of Belarus’s integration with the CIS and the EU should be based
on the RCA analysis which hasn’t been carried out in the present study. At the same time,
the overall economic analysis of the prospects for the integration of Belarus allows to
make the following conclusions:

- Belarus’s competitive positions in technology-intensive sectors are better in the
CIS market then in the EU markets, especially after the accession of CEE countries which
took the main niches to be attractive for Belarusian companies;

- trade liberalization between Belarus and the EU member states is possible with on-
going integration in the CIS. But further integration into the Unified Economic Area, i.e.
creation of the Economic Union, leaves no space for the integration with the EU. At the
same time, the disintegration of Belarus from the CIS will lead to a significant deteriora-
tion in national production price competitiveness because of price increase for raw materi-
als imported from the CIS countries, primarily from Russia;

- the most promising for Belarus is the intensification of real integration with the EU
through the European corporations participation in the privatization in Belarus. This will
provide for the technological renovation of the former state-owned companies and help to
reach the EU market through the TNC logistic system.
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Conclusions

The main conclusion of the research is that Belarus doesn’t innovate any specific
model of trade policy. Belarus implements protected export-promotion trade policy which
is a combination of import substitution and export promotion strategies. The basic idea of
the trade policy is import substitution industrialization. Import substitution is implemented
more as a part of industrial policy than a trade policy with increasing protectionism. The
Government supports local producers of import-competing goods through fiscal and mon-
etary policy measures. Substantial state presence in Belarus’s economy is aimed at better
coordination of economic activity and supporting the productive and economic potential of
the country during the transformation and post-transformation period.

The main challenges for Belarus’s trade policy are trade balance deficit and pure
macroeconomic performance of Belarus’s trade, currency policy of the Central Bank
which supports real appreciation of national currency, low country diversification of trade
which increases risks of economic damage coursed by protective measures of trade part-
ners, high dependence on natural resource import to supply export production and domes-
tic demand, deterioration in terms of Belarus’s trade with the main trade partners.

In terms of macroeconomic performance trade with the EU countries was the most
effective for Belarus. The feature of Belarus’s mineral products exports to the EU is a high
concentration of oil products in total export of which more than 90 % refer to Holland.
Moreover, a net export of oil products to Holland is dominant in the net positive Belarus-
EU trade balance.

The greatest threat to the macroeconomic situation was created by the negative trade
balance with Russia. The deterioration in terms of Belarus’s trade was due mainly to sharp
increase in the price for imported Russian natural gas and crude oil, strengthening trade
discrimination by Russia against the most sensitive commodity exports of Belarus.

The rise in prices from 2006 to 2009 amounted to 269 % with an average annual in-
crease of 56,3 %. The negative trade balance increased sharply and the share of natural gas
in total import doubled from 4,8 % to 9,4 % though the share of net gas import in total
trade balance deficit decreased from 44,6 % to 36,8 %.

Restrictive measures applied by the Russian Federation cause the greatest economic
damage due to the high volume of trade and the proximity of economic ties between the
countries. These measures were imposed to exert economic pressure on Belarus mainly
due to political reasons. The economic background for trade discrimination is favorable
participation in privatization of affected Belarusian industries, which value will deteriorate
while they lose Russian market and substantial share of income.

Trade protectionism of Russia against Belarus adversely affected the positions of
Belarusian goods in the Russian market. The comparative analysis of two Belarus’s export
groups to Russia suggests that the decrease of export for goods under trade discrimination
was twice higher than for goods that faced no trade protectionism. The technological in-
terdependence of the national production between Russia and Belarus inhibits the oppor-
tunity to strengthen trade protectionism by Russia.

Negative trade balance leads to an increase in Belarus’s foreign debt. Belarus faced
low external debt risk in 2006-2008. The better positions were occupied only by energy-
exporting CIS countries (Azerbaijan, Turkmenistan, Uzbekistan). But, the situation went
down in 2009. The ratio of gross external debt to GDP in 2009 was 45 % (24,9 % in
2008). The maintenance of gross external debt in 2009 amounted to 11,9 % of GDP
against 10,6 % in 2008. The ratio of payments on external debt service to exports of goods
and services in 2009 amounted to 23,4 % (17,4 % in 2008).

The specialization of Belarus has a pronounced technological singularity. Trade with
the CIS countries is built on the principles of North (Belarus) - South (the CIS countries,
mainly Russia) trade. The CIS countries are suppliers of raw materials to Belarus and buy-
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ers of processed goods. Trade with the EU countries is built specula opposite: North (EU)
- South (Belarus). EU countries buy raw materials and certain manufactured goods and
supply to Belarus’s manufactures.

Our analysis suggests that the most important long-term measures for improvement
of the trade balance are the introduction of more effective technologies, especially energy
saving technologies, shift to cheaper energy sources, and search for more lucrative energy
suppliers.

The Government diversifies oil supplies through import from Venezuela, makes
steps to import liquefied natural gas (negotiations for the construction of the terminal in
the Baltic’s), studies the opportunities to supply energy resources from Turkmenistan, Ka-
zakhstan and Azerbaijan. The main problem, however, is bad progress in negotiations for
the transit of hydrocarbons through the pipeline system of Russia. Belarus has worse op-
portunities for the diversification compared to other CIS countries like Ukraine which can
use cheaper gas supply from Turkmenistan or Kazakhstan. The diversification possibilities
for Belarus are limited by the Russia’s monopoly in transit of natural gas and crude oil.
Belarus is currently involved in the Customs Union with Russia and Kazakhstan to solve
this problem.

Belarus’s trade policy is embodied in two documents — the National strategy of im-
port substitution and the National export development strategy. The weighted applied tar-
iff rate is among the lowest in the CIS region. One of the main barriers for high protection
of domestic production is high Belarus’s import quota. It limits opportunities to increase
tariff rates as far as it enhances the risk of imported inflation and raise of costs.

Trade policy of Belarus is related to the industrial and general economic policy. In
order to stimulate modernization of Belarus’s economy 0-5 % tariffs on imported equip-
ment, except for equipment and tools analogous of which are produced in Belarus were
set. The non-tariff regulation imposed in Belarus applies traditional methods on a non-
discriminatory basis. One of the responses to increased competition in the CIS and other
foreign markets was the establishment of trading companies to promote Belarusian prod-
ucts in certain branches. This helped to concentrate the market power of Belarusian pro-
ducers of relevant products which typically are among the founders of the trading compa-
nies.

Comparing the level of trade liberalization between Belarus and the CIS countries or
the EU countries, it should be noted that it is developing more effectively with the CIS
countries, in particular with Russia. The main problem of Belarus’s participation in the
Customs Union with Russia and Kazakhstan which is considered as a substitute for the
Union State of Belarus and Russia, are exceptions to the regime of free customs zone, es-
tablished by Russia for the most sensitive positions of Belarusian imports from Russia - oil
and petroleum products. An interesting fact is that these duties were installed on a discrim-
inatory basis, i.e. are applied to Belarus and are not applied to Kazakhstan.

A prospective for integration between the Customs Union countries is an establish-
ment of Unified Economic Area (UEA) between the participating countries. It was agreed
in the UEA that the countries will make joint energy market. This means that Belarus will
get an access to oil and gas transportation systems of Russia and Kazakhstan and can de-
liver gas and oil from other CIS countries, for example, from Turkmenistan. What is more
important, Russia will abolish customs duties on oil and oil products exported to Belarus
and will not be able to use non-tariff trade barriers. So, there is a high economic stimulus
for Belarus to participate in a closer economic integration with Russia and Kazakhstan.
But it is difficult to predict how effectively the agreement will be implemented by the par-
ticipating countries.

In 2006-2007 Belarus did not participate in economic cooperation with the EU. In
2008 closer contacts between Belarus and the EU resumed. Belarus and the EU started ex-
pert discussions over energy issues, transport, environment, customs regulations, agricul-
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ture, economic and financial issues, standardization and certification. In May 2009, Bela-
rus took part in the inaugural summit of the EU Eastern Partnership program in Prague.
Belarus seeks to develop co-operation with the EU in areas of mutual interest such as
transit, transport, customs, energy, regional and sub-regional security, fighting human traf-
ficking, and environmental protection.

In the middle-term prospective deeper economic integration of Belarus with the EU
will not give economic gains to Belarus. It requires more economic restructuring, im-
provement of national competitiveness, and intensification of real integration with the EU
through the European corporation’s participation in the privatization in Belarus.
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ANNEXES

Table A.1. Special safeguard, antidumping and countervailing measures under Belarus’s
legislation of trade

Type Application Setting In-action Exemptions
period
Safeguards measures
Special import | Not less than
quota the  average
annual im-
ports of the
product in the | Upon investiga-
preceding pe- | tion, the investi-
riod, in excep- | gation period - a
tional cases, | standard of 9 | No more | Does not apply to products
less months, in ex- | than 4 | originating from least de-
Special duty Charged  in | ceptional cases - | years veloped countries, in some
excess of cus- | 12 months cases, developing countries,
toms duty provided that the share of
rate, rate 1is imports from countries not
determined by exceed 3% of total imports
the results of of goods in Belarus
investigation
Temporary spe- | Applied to | During the inves- | Not more
cial duty complete the | tigation with the | than 200
investigation | prior finding of | days prior
and the impo- | serious injury | to the im-
sition of spe- | from imports to | position of
cial duties the national | special
economy duties
Antidumping measures
Antidumping The rate | Upon investiga- | Not more | Do not apply if the dumping
duty should not | tion, the investi- | than 5 | margin is less than 2% or
exceed the | gation period - a | years volume of dumped imports
margin of | standard 12 of goods from one foreign
dumping months, in ex- country (or associations of
ceptional cases - foreign countries) do not
18 months exceed 3% of total imports
of goods in Belarus. The
investigation may be termi-
nated after making foreign
Temporary anti- | The rate | At the time of | Normal - | supplier the voluntary ex-
dumping duty should not | the investigation | no  more | port restraints on price and
exceed the | with the prior | than 4 | quantity of goods supplied
margin of | finding of seri- | months, in | to Belarus
dumping ous injury from | exceptional
imports to the | cases up to
national econo- | 9 months
my
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...table A.1.

Compensatory measures

Compensatory The rate | Upon investiga- | No more
duty should not ex- | tion, the investi- | than 5
ceed the estab- | gation period - a | years
lished amount | standard 12
of subsidies by | months, in excep-
a foreign state | tional cases - 18
months
Temporary com- | The rate | At the time of the | No more
pensatory duty should not ex- | investigation with | than 4
ceed a preset | the prior finding | months

amount of sub-
sidies from a
foreign coun-

try

of serious injury
from imports to
the national
economy

Does not apply to imports
from developing countries,
which are granted tariff
preferences of Belarus, if the
total amount of subsidies
does not exceed 2% of its
value or proportion of a
country (territory) does not
exceed 4% of total imports
of goods in Belarus and,
provided that the total share
of imports of goods from
developing countries, the
share of each of which ac-
counts for no more than 4%
of total imports, is less than
9% of total imports of goods
to Belarus. The investigation
may be terminated after im-
posing voluntary export re-
straints on price of foreign
supplier or the elimination of
export subsidies
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Table A.2. Belarus balance of payments statistics, 2006-2009 (US$ mln)

2006 2007 2008 2009
I. Current account, net -1 448.,4 -3032,2 -5209,1 | -6401,90
Trade in goods and services -1531,5 -2 811,6 -4613,9 | -5548.30
export 222355 27 625,5 37 062,7 | 24 829,40
import | -23767,0| -30437,1 -41 676,6 | -30 377,70
1. Trade in goods, net -2269.,0 -4 041,8 -6236,8 | -6971,30
export 19 834,7 24 361,7 32804,7 | 21 339,00
import | -22103,7 | -28403,5 -39 041,5 | -28 310,30
2. Trade in services, net 737,5 1230,2 16229 1423,00
export 2 400,8 3263,8 4258,0 1 446,10
import -1 663,3 -2033,6 -2 635,1 -216,7
3. Income, net -120,8 -411,1 -787,6 | -1110,70
credit 246,6 275,5 396,6 240,7
debit -367.,4 -686,6 -1184,2 | -1351,40
4. Current transfers, net 203,9 190,5 192,4 257,1
credit 316,6 350,2 4225 488,8
debit -112,7 -159,7 -230,1 -231,7
I1. Capital and Financial Accounts, net 1747,6 5333,3 4 285,9 8311,6
1. Capital account, net 74,3 92,2 137,0 151,3
credit 165,0 199,9 272.,9 95,8
debit -90,7 -107,7 -135,9 81
2. Financial account, net 16733 5241.,1 4 148,9 8 160,30
1. Direct investments, net 351,0 1770,0 2149,2 1 833,10
Assets -3,0 -15,2 -8,9 -27,4
Liabilities 354,0 1785,2 2 158,1 1 860,50
2. Portfolio investments, net -26,4 -38,8 5,3 20,1
Assets -1,7 -41,2 4.8 17,8
Liabilities -24.7 2.4 0,5 2.3
3. Financial derivatives, net -12.9 0,0 0,0 0
Assets 0,1 0,0 0,0 0
Liabilities -13,0 0,0 0,0 0
4. Other investments, net 1361,6 3509,9 19944 6 307,10
Assets -165,7 -1931,7 -477,0 -540,8
Liabilities 1527,3 5441,6 2471,4 6 847,90
Commercial loans 157,5 690,2 289,1 656,6
Assets -410,0 -806,9 -95.4 -620,5
Liabilities 567,5 1497,1 384,5 1277,10
Credits 11277 3 540,6 2 084,8 4 270,00
Assets -43.5 -174,0 140,5 -38,4
Liabilities 1171,2 3714,6 19443 4 308,40
Cash and deposits 32,2 -612,9 -255,7 371,5
Assets 258,9 -785,7 -300,6 151,9
Liabilities -226,7 172,8 449 219,6
Others 442 -108,0 -123,8 1 009,00
Assets 28,9 -165,1 -221,5 -33,8
Liabilities 15,3 57,1 97,7 1 042,80
Net errors and omissions -300,6 477,0 -79,6 533,2
Balance of payments, net -14 2 778,1 -1002,8 24429
Reserve assets 1,4 -2 778,1 1002,8 -2442.9
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Table A.3. Belarus’s import (by country), 2006-2009

2006 2007 2008 2009
% of total % of total % of total % of total
US$ min imports US$ min imports US$ min imports US$ min imports
Total 22 351,201 100 |28693,10] 100 ([39381,30( 100 (28 563,60 100
CIS countries 14 511,70 64,93 |19 015,70 66,27 [25957,20( 65,91 (18 214,70| 63,77
Countries of Eurasian
Economic Community 13 195,60 59,04 |17 387,20| 60,6 |23 725,40] 60,25 |16 829,40| 58,92
non-CIS countries | 7 839,50 [ 35,07 | 9 677,40 | 33,73 |13 424,10 34,09 |10 348,90| 36,23
European Union 5039,80 | 22,55 | 6242,00 | 21,75 | 8 541,90 [ 21,69 [ 6 550,10 | 22,93
Australia 2,7 0,01 3,5 0,01 4,4 0,01 6,6 0,02
Austria 103,2 0,46 175,9 0,61 217,4 | 0,55 153,3 0,54
Azerbaijan 2,7 0,01 3,3 0,01 6,2 0,02 4,3 0,02
Argentina 71,3 0,32 67,9 0,24 1154 | 0,29 [ 102,1 0,36
Armenia 4,1 0,02 3,5 0,01 4,6 0,01 5,1 0,02
Bangladesh 1,2 0,01 2,5 0,01 3,9 0,01 4,6 0,02
Belgium 165 0,74 207 0,72 281 0,71 | 224,5 0,79
Bulgaria 30,9 0,14 34,8 0,12 54,2 0,14 36,8 0,13
Brazil 210 0,94 105,9 0,37 155,1 0,39 118,4 0,41
Hungary 111,8 0,5 130,5 0,45 174,1 0,44 | 1303 0,46
Viet Nam 8,5 0,04 15,5 0,05 34,9 0,09 32,8 0,11
Ghana 11,6 0,05 15,9 0,06 23 0,06 30,6 0,11
Germany 1672,00 | 7,48 |[2171,40 | 7,57 |2791,70 | 7,09 [2215,80 | 7,76
Greece 10,2 0,05 14,7 0,05 16,1 0,04 13 0,05
Georgia 3,4 0,02 4,6 0,02 11,3 0,03 14,5 0,05
Denmark 86,9 0,39 90,3 0,31 106,1 0,27 91,8 0,32
Egypt 9,1 0,04 14,1 0,05 14,4 0,04 13 0,05
Israel 32,5 0,15 38 0,13 62,4 0,16 50,3 0,18
India 58,6 0,26 81,1 0,28 116,8 0,3 115,9 0,41
Indonesia 23,1 0,1 36,6 0,13 56,7 0,14 44,6 0,16
Iran 3,9 0,02 9,4 0,03 10,2 0,03 8,4 0,03
Ireland 23.5 0,11 23 0,08 33,7 0,09 23 0,08
Iceland 53,7 0,24 50 0,17 59.9 0,15 64,1 0,22
Spain 89,4 0,4 136,2 0,47 196,6 0,5 175,4 | 0,61
Italy 498.3 2,23 638,1 2,22 871,9 2,21 708,4 2,48
Kazakhstan 74,4 0,33 151,7 0,53 171,8 0,44 74,9 0,26
Canada 29,7 0,13 49,3 0,17 36 0,09 40,1 0,14
Cyprus 13,8 0,06 13,3 0,05 25,2 0,06 23,6 0,08
China 553.,6 2,48 815,8 2,84 | 1414,80 | 3,59 | 1081,40| 3,79
Colombia 5,7 0,03 6,1 0,02 5,9 0,02 6,4 0,02
South Korea 77,8 0,35 125,6 0,44 190,2 0,48 118,6 0,42
North Korea 2 0,01 2,4 0,01 3,1 0,01 3,9 0,01
Cuba 11,6 0,05 6,4 0,02 14,6 0,04 0,9 0
Kyrgyzstan 1,5 0,01 2,7 0,01 6,4 0,02 3,2 0,01
Latvia 111,9 0,5 127,5 0,44 138 0,35 116,6 0,41
Lithuania 170,3 0,76 180,1 0,63 233,6 0,59 194,8 0,68
Luxemburg 2,3 0,01 8,5 0,03 6 0,02 3,9 0,01
Malaysia 97.9 0,44 90,1 0,31 78.9 0,2 50,2 0,18
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...table A.3.

2006 2007 2008 2009
% of total % of total % of total % of total

USS$ min imports US$ min imports US$ min imports USS min imports
Morocco 11,7 0,05 11,9 0,04 18,8 0,05 16,3 0,06
Mexico 10,2 0,05 16,9 0,06 23.5 0,06 17,5 0,06
Moldova 81,1 0,36 81,9 0,29 92,6 0,24 84,6 0,3
Netherlands 220 0,98 250,3 0,87 364 0,92 | 232,11 0,81
New Zealand 2,3 0,01 4,3 0,01 7,4 0,02 6,6 0,02
Norway 74.9 0,34 85,5 0,3 96,9 0,25 92 0,32
United Arab Emirate 1,8 0,01 3,6 0,01 3,8 0,01 3 0,01
Pakistan 7,8 0,03 10,8 0,04 20,3 0,05 8,5 0,03
Poland 765,9 3,43 819,1 2,85 | 1154,90 | 2,93 786,9 2,75
Portugal 4,7 0,02 7,2 0,03 15,8 0,04 10,9 0,04
Russia 13 099,10 58,61 |17204,90| 59,96 (23 507,40 59,69 |16 717,10] 58,53
Romania 18,1 0,08 23,1 0,08 36,5 0,09 30,9 0,11
Serbia 0 0 21,2 0,07 234 0,06 28,2 0,1
Singapore 7,7 0,03 21,6 0,08 14 0,04 11,9 0,04
Syrian Arab Republi¢ 1,2 0,01 4 0,01 19,3 0,05 2,3 0,01
Slovakia 69,6 0,31 111,9 0,39 176,3 0,45 110,6 0,39
Slovenia 48,3 0,22 65,1 0,23 82 0,21 59,6 0,21
United Kingdom 184,8 0,83 189,4 0,66 270,2 0,69 | 256,44 0,9
United States 283.,4 1,27 392,2 1,37 484,1 1,23 | 4297 1,5
Tajikistan 4,4 0,02 6,3 0,02 9,8 0,03 11,1 0,04
Thailand 18,3 0,08 38.9 0,14 71,7 0,18 38,1 0,13
Taiwan (China) 44,6 0,2 67,1 0,23 95,4 0,24 76,5 0,27
Turkmenistan 1,1 0 0.9 0 2 0,01 1,8 0,01
Turkey 114,5 0,51 139 0,48 2232 0,57 187,6 0,66
Uzbekistan 16,2 0,07 21,6 0,08 29,9 0,08 23 0,08
Ukraine 1223770 | 5,47 | 153430 | 5,35 |[2115,10 | 5,37 |1289,40| 4,51
Faroe Islands 5,8 0,03 7,4 0,03 6,2 0,02 4,1 0,01
Philippines 3,4 0,02 5,1 0,02 7,7 0,02 5,7 0,02
Finland 75,9 0,34 102,9 0,36 171,6 0,44 | 110,7 0,39
France 270,6 1,21 345,6 1,2 560,9 1,42 | 392,6 1,37
Croatia 16,1 0,07 12,2 0,04 23 0,06 22,7 0,08
Czech Republic 139,5 0,62 197,3 0,69 336 0,85 | 2382 0,83
Chile 6,4 0,03 12,3 0,04 13 0,03 12,6 0,04
Switzerland 176,9 0,79 139,7 0,49 265,2 0,67 | 184,1 0,64
Sweden 114,8 0,51 135 0,47 165,7 0,42 150,7 0,53
Sri Lanka 7,4 0,03 8,5 0,03 13,5 0,03 10,7 0,04
Ecuador 12,8 0,06 15,9 0,06 32,8 0,08 25,4 0,09
Estonia 37,7 0,17 43,3 0,15 61,8 0,16 58.9 0,21
South Africa 5,6 0,03 9,2 0,03 12,1 0,03 9,1 0,03
Japan 140,7 0,63 208,8 0,73 315,3 0,8 205,5 0,72
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Table A.4. Belarus’s export (by country), 2006-2009

2006 2007 2008 2009
% of total % of total % of total % of total

USS min exports USS min exports USS min exports US$ min exports
Total 19 733,70] 100 [24 275,30 | 100 [32 570,80 100 |21 282,20 100
CIS countries 8 608,80 | 43,6 [11221,40(46,23 [14 360,20(44,09 [ 9 314,00 | 43,8

Countries of Eurasian
Economic Community] 7 192,50 [ 36,5 | 9 383,90 | 38,66 |11 130,50| 34,17 | 7234,10 | 34

Non-CIS countries |11 124,90| 56,4 |13 053,90| 53,77 |18 210,60| 55,91 [11 968,20 56,2
European Union 9 087,60 | 46,1 [10612,00]43,72 |14 168,80( 43,5 [ 9 288,70 | 43,7
Australia 24,7 0,13 6,3 0,03 24,1 0,07 12,4 0,06
Austria 22 0,11 29,8 0,12 37,2 0,11 23,8 0,11
Azerbaijan 34,5 0,17 86,4 0,36 105.,4 0,32 120,3 0,57
Angola 5,1 0,03 0 0 16,2 0,05 0,5 0
Argentina 3,6 0,02 6 0,02 26 0,08 3,5 0,02
Armenia 19,5 0,1 20,3 0,08 23,6 0,07 23,2 0,11
Afghanistan 7,7 0,04 6,3 0,03 8,4 0,03 13,8 0,06
Bangladesh 22 0,11 31 0,13 2,7 0,01 23,1 0,11
Belgium 95.9 0,49 101,4 0,42 194 0,6 87,3 0,41
Bulgaria 35,3 0,18 32,5 0,13 46,9 0,14 19,9 0,09
Brazil 2074 1,05 371,1 1,53 [ 1073,70 [ 3.3 449,8 2,11
Hungary 97,8 0,5 139,6 0,58 171,8 0,53 76,2 0,36
Venezuela 6 0,03 42,7 0,18 173,1 0,53 230,7 1,08
Viet Nam 40,8 0,21 48 0,2 89,5 0,27 81,9 0,39
Germany 752,8 3,81 731,1 3,01 812 2,49 986,9 4,64
Hong Kong 7,7 0,04 9 0,04 7,1 0,02 4.1 0,02
Georgia 18,1 0,09 29.3 0,12 34,1 0,1 24.9 0,12
Denmark 56 0,28 34,2 0,14 22,5 0,07 26,4 0,12
Egypt 37 0,09 571 |024| 926 |028]| 665 | 031
Israel 7,5 0,04 5,8 0,02 5,8 0,02 10,9 0,05
India 112,9 0,57 102 0,42 313,8 0,96 487,8 2,29
Indonesia 37,5 0,19 27,5 0,11 87,7 0,27 21 0,1
Jordan 5,1 0,03 11,5 0,05 10,4 0,03 9 0,04
Iran 31,7 0,16 66,5 0,27 83,6 0,26 63,1 0,3
Iceland 11 0,06 12,6 0,05 15,7 0,05 1,9 0,01
Spain 11,2 0,06 243 0,1 22,4 0,07 9,6 0,05
Italy 172,9 0,88 184.,4 0,76 322,1 0,99 187 0,88
Kazakhstan 2594 1,31 361,4 1,49 365,2 1,12 3134 1,47
Canada 9 0,05 10,5 0,04 15,9 0,05 4,9 0,02
Cyprus 30 0,15 45,9 0,19 91,8 0,28 33,1 0,16
China 398,7 2,02 484,5 2 613,4 1,88 173,9 0,82
Colombia 1,9 0,01 23,3 0,1 79,9 0,25 45,1 0,21
Korea 8,7 0,04 18 0,07 17 0,05 7,6 0,04
Cote d’Ivoire 9,3 0,05 12,7 0,05 22,1 0,07 8.4 0,04
Cuba 10,3 0,05 14,8 0,06 35,1 0,11 15,2 0,07
Kyrgyzstan 20 01 | 231 [o1 | 379 [o12] 657 |03l
Latvia 462 2,34 990,2 4,08 | 2 141,00 | 6,57 | 1 658,50 | 7,79
Lebanon 3,3 0,02 3,2 0,01 10,9 0,03 103,4 0,49
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...table A 4.

2006 2007 2008 2009
% of total % of total % of total % of total
US$ min exports USS$ min exports USS$ min exports US$ min exports
Lithuania 432,7 2,19 564,5 2,33 619,2 1,9 370,8 1,74
Luxemburg 3,9 0,02 3,7 0,02 4,1 0,01 1,2 0,01
Malaysia 34,7 0,18 41,3 0,17 79,5 0,24 33,3 0,16
Morocco 3,8 0,02 5,8 0,02 7 0,02 2,6 0,01
Mexico 6 0,03 4,4 0,02 10 0,03 11,4 0,05
Moldova 95,7 0,48 144,8 0,6 241,2 0,74 170,4 0,8
Mongolia 4,7 0,02 3,8 0,02 7,5 0,02 10,6 0,05
Nigeria 18,5 0,09 4,3 0,02 15,4 0,05 25,7 0,12
Netherlands 3494,50 | 17,7 | 4277,30 | 17,62 | 5408,20 | 16,6 | 3 680,30 [ 17,3
Norway 51,7 0,26 76,4 0,31 178,1 0,55 111,5 0,52
United Arab Emirates| 24,3 0,12 19,3 0,08 17,6 0,05 22,8 0,11
Pakistan 73.9 0,37 84,3 0,35 42 0,13 112,5 0,53
Poland 1032,80 | 5,23 | 1226,20 | 5,05 | 1 798,40 | 5,52 823.4 3,87
Russia 6 845,30 | 34,7 | 8 878,60 | 36,57 [10 551,90( 32,4 [ 6 713,90 | 31,6
Romania 66,2 0,34 119,2 0,49 192,2 0,59 67 0,31
Saudi Arabia 3,6 0,02 7,1 0,03 1,8 0,01 2,6 0,01
Serbia - - 32,7 0,13 41,5 0,13 25,2 0,12
Singapore 31,9 0,16 15,5 0,06 27 0,08 6.4 0,03
Syrian Arab Republic 44,1 0,22 42.8 0,18 66,3 0,2 55,4 0,26
Slovakia 70,6 0,36 70,2 0,29 124,5 0,38 84,7 0,4
Slovenia 7,5 0,04 3,2 0,01 10,1 0,03 7,5 0,04
United Kingdom 147490 | 7,47 | 152890 | 6,3 [ 1415,50 | 4,35 799.,4 3,76
United States 446,8 2,26 348,6 1,44 143,7 0,44 41,3 0,19
Sudan 2,5 0,01 10,3 0,04 37 0,11 242 0,11
Tajikistan 13,6 0,07 27,7 0,11 37,4 0,11 34,6 0,16
Taiwan (China) 25 0,13 38,5 0,16 30,5 0,09 38,6 0,18
Turkmenistan 14,5 0,07 86,9 0,36 47,4 0,15 72,9 0,34
Turkey 38,7 0,2 67,7 0,28 108,9 0,33 79,2 0,37
Uzbekistan 54,2 0,27 93,1 0,38 138,1 0,42 106,5 0,5
Ukraine 1234,00 | 6,25 [ 1469,80 | 6,05 | 2 777,90 | 8,53 | 1693,10 | 7,96
Philippines 6,3 0,03 11,4 0,05 4,6 0,01 7,7 0,04
Finland 28,3 0,14 37,6 0,15 115,6 0,35 20,7 0,1
France 203 1,03 77 0,32 84,9 0,26 67,5 0,32
Croatia 23,3 0,12 32,4 0,13 84,8 0,26 7,7 0,04
Czech Republic 69,1 0,35 80,1 0,33 105 0,32 58,6 0,28
Switzerland 5,3 0,03 8,4 0,03 9,1 0,03 5,9 0,03
Sweden 365,7 1,85 77,1 0,32 95,9 0,29 72,7 0,34
Sri Lanka 15,5 0,08 18,4 0,08 74,4 0,23 8,4 0,04
Ecuador 6,6 0,03 8,2 0,03 28.4 0,09 8.8 0,04
Estonia 94,5 0,48 226,5 0,93 329,2 1,01 119,6 0,56
South Africa 1,2 0,01 18,9 0,08 50 0,15 6,1 0,03
Japan 7 0,04 38,5 0,16 7 0,02 2,8 0,01
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Table A.5. Belarus’s main macroeconomic indicators, 2006-2009

2006 2007 2008 2009
Population (end of year), thsd. persons 9714 9690 9493 9480
Average annual number of employed in the economy,
thsd. persons 4458 4505 4594 4621
Unemployment, thsd. persons 52 44,1 37,3 40,3
as percent of economically active population 1,2 1 0,8 0,9
Nominal gross average monthly wages and salaries of
employees, thsd. rubles 582,2 694 868.,2 981,6
Nominal gross average monthly wages and salaries of
employees, US$ 271,5 323.4 406.,4 351,5
Real gross average wages and salaries, as percent of
the previous year 117,3 110 109 100,1
Gross Domestic Product
bln. rubles 79267 97165 | 129791 | 136790
as percent of the previous year 110 108,6 110,2 100,2
USS bin 37,0 45,3 60,8 49,0
Industrial production
bln. rubles 77267 95515 | 130830 | 123225
as percent of the previous year 111,4 108,7 111,5 97,2
USS bin 36,0 44.5 61,2 441
Agricultural production
bln. rubles 15544 18102 25052 26538
as percent of the previous year 106 104,4 108,6 101,3
USS bln 7,2 8,4 11,7 9,5
Investments in fixed capital
bln. rubles 20374,1 | 26053,3 | 372023 | 43377,6
as percent of the previous year 132,2 116,2 123,5 104,7
USS bin 9,5 12,1 17,4 15,5
Retail turnover
bln. rubles 31062 38168 50651 54736
as percent of the previous year 117,4 114,8 119,2 103,2
USS bln 14,5 17,8 23,7 19,6
Paid services rendered to households
bln. rubles 8307 9988 12608 14223
as percent of the previous year 1112 111,5 113,9 102,8
USS bln 3,9 4,7 5,9 5,1
Consumer price index (December to December of
previous year; percent) 106,6 112,1 113,3 110,1
Producer price index in industry (December to De-
cember of previous year; percent) 109 116,8 116,4 111,1
Official average exhange rate, BRB per US$ 2144,6 2146,1 2136,3 2792.5
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