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FOREWORD

FOREWORD

It gives me great pleasure to present to the Belarusian decision-makers, the public
and the international community the eighth National Human Development Report for
2004 - 2005.

The focus of this Report is on the imbalances affecting the nation’s progress to-
wards higher levels of human development. As emphasized in the 1990 Global Human
Development Report, human development has two important aspects: the formation
of human capabilities — such as improved health, knowledge and skills — and the use
that people make of these capabilities for leisure, productive purposes, and for being
active in cultural, social and political affairs. Belarus’ success in maintaining high levels
of educational attainment among its population and securing broad access to health
services has contributed greatly to expanding its capabilities for human development.
The challenge is to translate these capabilities into greater choices by balancing these
two sides of the human development scale.

A national team of authors have set out to examine the most relevant aspects of this
challenge and to explore the options for addressing it. The issues raised in the Report
range from the implications of globalisation and EU enlargement, through international
competitiveness and regional policies, to social capital and civil society development in
Belarus. I am hopeful that the Report’s findings and recommendations will be the sub-
ject of increased attention among policy makers and encourage debate across different
sections of the Belarusian society.

Addressing imbalances in development is a theme relevant not only to Belarus,
but also to other countries making their way towards a market economy. | hope that
this Report will also be of interest as a source of ideas for other societies in similar
circumstances.

Gl

Cihan Sultanoglu,
UN Resident Coordinator / UNDP Resident Representative
in the Republic of Belarus



FROM THE GOVERNMENT OF THE REPUBLIC OF BELARUS

I am pleased to bring to the attention of the readership this latest National Human
Development Report. This is the eighth such Report, which examines the varied chal-
lenges faced by Belarus from the human development perspective. Human develop-
ment is about putting people’s choices and opportunities at the centre of all policy. In
this respect, the human developmentideal is consistent with the principal goals of the
Belarusian Government.

Recently, Belarus has made indisputable progress in achieving rapid economic
growth while avoiding many of the social costs experienced by other countries in tran-
sition. The analysis of the development imbalances contained in this Report can lead
to effective action aimed at providing all Belarusians with equal opportunity to benefit
from these recent achievements in order to improve their living standards and expand
the room for their creative self-realisation. In this view, the theme of the Report is very
relevant for the country.

Similar to the previous Reports, this edition was authored by a team of national
consultants working on private title. Although its findings do not necessarily reflect
the views of the Belarusian government, this Report could nevertheless provide the
basis for further policy debate and become a useful source of information and ideas
for government institutions, public organizations, the media, and the international
community.

N.P. Zaichenko,
Minister of Economy of the Republic of Belarus

BELARUS: ADDRESSING IMBALANCES IN THE ECONOMY AND SOCIETY
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OVERVIEW

BELARUS: ADDRESSING IMBALANCES

IN THE ECONOMY AND SOCIETY

This Report examines the main challenges to human
development in Belarus. Similar to the previous 2003
Report, «The human capacity of Belarus: economic
challenges and social responses», some of its central
themes include the integration of Belarus into the world
economy, paths to sustainable growth, improvements
in general living standards, environmental protection,
and priorities for institutional and economic reform.

To respond to these and other challenges, difficult
choices must be made among differing, and at times
conflicting priorities. Choices such as faster growth
or greater equity, increased economic security or
broader freedom for private initiative, more invest-
ments or consumption — and many others — are ac-
knowledged in countless countries and societies.

In its pursuit of enhanced human development,
Belarus also faces some very similar tradeoffs, many
of which have been outlined in this report. How can it
effectively integrate into a globalised economy while
adhering to market-driven practices, and what would
be the price of that transformation in terms of equity
and social safety? What are the best strategies for
aligning Belarusian institutions and policies with Eu-
ropean practices, while sacrificing as little as possi-
ble of its sovereignty and cultural identity? How can
Belarusian industries continue to benefit from the
economies of scale and concentration, while also
giving each of the country’s regions and communi-
ties fair opportunities to participate in economic de-
velopment and growth? What reforms are necessary
to maintain existing high levels of education, health
care and other public services, under rigid financial
constraints? How can Belarus balance an atmosphere
of trust among its people, and an environment con-
ducive to social inclusion and activism, with increased
competitiveness and individual responsibility charac-
teristic of market economies?

All of these are complex choices, and there is no
standard recommendation for determining the right
solutions. Like many other countries in transition,
Belarus has had to seek its own creative responses,
often by trial and error. In these conditions, taking a
gradual and staged approach to socio-economic
reform can be a good strategy to avoid errors and
to minimise social costs. However, this strategy also
creates major risks by delaying necessary change.
Serious imbalances that result in high social and
economic losses can occur from premature choices
as well as from delayed decisions.

The purpose of this report is to identify and ana-
lyse some of these tangible or probable imbalances
inthe geopolitical, economic, regional, environmental

OVERVIEW

and other domains. If not addressed appropriately
and in a timely manner, all of these imbalances could
negatively affect human development.

Chapter 1 examines the challenges of globali-
sation in light of the eastward enlargement of the EU.
The health of the Belarusian economy is depend-
ent on foreign trade, which has been dominated by
Russia and the EU, its two main partners. They hold
enormous influence that is highly heterogeneous and
asymmetric. To maintain multidirectional trade rela-
tions, Belarus should pursue two objectives, improv-
ing its relationship with the expanding EU as well as
maintaining its traditional ties with the Russian Feder-
ation. To preserve national sovereignty, it should di-
versify its trade structure with the EU and the CIS and
reduce its dependence on specialised markets such
as primary inputs and energy. Raising the share of
high-tech products in its exports to the EU remains a
major priority. The fulfillment of this goal is dependent
on a range of favourable conditions in the economic,
institutional, political and other domains.

The focus of Chapter 2 is on the competitive-
ness of the Belarusian economy. Due to its openness
to trade, Belarus will not be able to maintain elevated
levels of economic growth unless its enterprises are
able to withstand competition from foreign producers
in the domestic and foreign markets. However, many
Belarusian manufacturers are finding it increasingly
difficult to afford a low price on their products. Fur-
thermore, Belarusian industries have been losing
their share in the domestic market. The financial per-
formance of many enterprises has been unstable, as
evidenced by a high number of loss-making firms and
a low overall rate of return relative to inflation. The
slow pace of structural reform has contributed to the
depreciation of fixed capital stock, which already ex-
ceeds the critical threshold of 60%. Despite having a
well-educated workforce and highly skilled research
staff, Belarus remains behind most EU countries in
terms of innovation activity and commercialisation of
science.

The chapter proposes a range of policies to in-
crease national competitiveness. The focus on a lim-
ited number of export-oriented sectors would improve
the efficiency of the Belarusian economy by making
it more specialised. Introducing hard budgetary con-
straints when dealing with loss-making enterprises
would promote industry restructuring. Encouraging
firms to introduce energy and metal saving technol-
ogies would also facilitate cost reduction while mak-
ing the economy less dependent on primary and en-
ergy imports. Policy proposals aimed at accelerating

Serious imbalances
that result in high
social and economic
losses can occur
from premature
choices

and from delayed
decisions
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the whole of Belarus,
the rural areas

are the hardest hit
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the privatisation of state-owned firms, promoting
small and medium-sized enterprises (SMEs), and
supporting research and development are also con-
tained in this chapter.

The success of these policies is contingent on
a constructive business environment, characterised
by transparency, accountability, and the rule of law.
Creating such a climate would bring additional for-
eign and domestic investments and help reverse the
decline in investment activity that happened in recent
years. This chapter’s section on small business ex-
amines options for easing the regulatory environment
for SMEs, including reducing the barriers to market
entry and exit, and curtailing the powers of govern-
ment oversight over the private sector.

Chapter 3 explores how different areas of the
country are performing in terms of longevity and
health, educational attainment, as well as incomes
and poverty. Variations in human development
levels across cities are determined by industry lo-
cation and the situation of industrial enterprises.
Small towns with fewer than 20,000 residents have
some of the most difficult conditions for human de-
velopment. Of them, some 70 urban settlements
dependent on the performance of one ‘formative’
enterprise are particularly vulnerable. The resi-
dents of these mono-industrial towns are extremely
constrained in their choices of employment. They
face the highest risks of poverty and social exclu-
sion. This Report proposes policies to engineer an
economic revival in such problem cities, including
by modernising enterprises and developing alter-
native livelihoods, such as self-employment and
small business.

The rural-urban disparities in demography,
employment, incomes, education, and access to
services emerged during the Soviet era and have
deepened during the transition period. Although
the demographic crisis has affected the whole of
Belarus, the rural areas have been the hardest hit.
Today, they experience the highest rates of depop-
ulation, out-migration and ageing. The rural employ-
ment rate is falling much faster than employment in
urban areas. Agricultural farms have been more af-
fected by economic and financial constraints than
industrial enterprises, and have been more limited
in their ability to maintain the social infrastructure in
rural areas. The shortage of professionals perpetu-
ates the rural-urban gap in the quality of education
and health services.

As a result of these disparities, rural dwellers
have been particularly vulnerable to poverty. Poverty
is a highly relevant problem in the whole of Belarus,
where more than 27% are living below the official
poverty line. However, it is felt particularly acutely
in rural areas, where the incomes of some 50% the
population are below the national subsistence level.
One of the main reasons for poverty are low wages, a
product of the economic difficulties affecting agricul-
tural farms and of the economic decline suffered by
many regions.

To address the underlying causes of poverty in
rural areas, the introduction of effective support tools
for agricultural producers is proposed, including tax
benefits and access to assets. It would also be help-
ful to establish an ad-hoc fund for financing develop-
ment programmes in poor regions.

Also explored are the environmental conditions
and risks facing different regions, and an analysis is
conducted of the unique circumstances in regions
with special developmental needs — the areas borde-
ring on the enlarged EU and the parts of the country
exposed to radioactive contamination in the wake of
the Chernobyl nuclear accident.

Many areas of Belarus have particularly vulner-
able ecosystems, and are facing an elevated risk
of irreversible damage to their natural environment.
Special emphasis is made on the condition of the na-
tion’s major rivers, access to safe drinking water and
the development of environmental monitoring.

The accession of Lithuania, Latvia and Poland
to the EU has made the border with these countries
less transparent to people and turned it into a bar-
rier to the preservation of familial, cultural and per-
sonal ties between those living on both sides of the
frontier. This negative impact could be limited by
promoting participation of the border areas in mul-
tilateral and bilateral partnership initiatives, such as
the Euro-regions.

Another region with special needs is the area
affected by the Chernobyl nuclear disaster. Repre-
senting 20% of the total land mass, these territories
are home to some 15% of the Belarusian population.
Key priorities for the affected areas should include
the provision of adequate medical care and health
promotion, increasing the life expectancy to the na-
tional mean, poverty reduction and the generation of
incomes through economic recovery, private enter-
prise development and investment support.

Many regional disparities in development could
be successfully addressed through a better realign-
ment of power between the local and national levels
of government. The present policy-making arrange-
ments are becoming increasingly problematic be-
cause they do not sufficiently reflect the immense
variety of development challenges and issues aris-
ing in multiple local contexts. The strengthening of
local governments should start with a clear definition
of their mandates and their empowerment to gene-
rate sufficient revenue to support these mandates.
It is emphasised that successful decentralisation
requires strong involvement of the civil society and
should rely on well-established mechanisms of local
democracy.

Chapter 4 considers imbalances that exist in
terms of human capital. The present demographic
crisis poses significant risks to the human develop-
ment of Belarus. Some hallmarks of this crisis include
high rates of depopulation and population ageing,
high incidence of premature deaths, falling life ex-
pectancy and the deteriorating health status of the
population. The emigration of Belarus’ youngest and

BELARUS: ADDRESSING IMBALANCES IN THE ECONOMY AND SOCIETY



most educated citizens (i.e. the brain drain and the
muscle drain) is accompanied by the inflow of refu-
gees and escalation in illegal immigration.

To reverse these negative trends, significant
and rapid improvements in general living standards
must be made. Proposed actions include reform-
ing the health sector by raising the quality of care,
expanding the equipment base, promoting healthy
life styles and strengthening prevention services.
Substantial progress in human development can be
achieved by transforming education and by enhanc-
ing funding for education to levels consistent with
world standards — ten per cent or more of the GDP.
This chapter also proposes policies aimed at reduc-
ing disparities between men and women in terms of
employment and wages, as well as in political par-
ticipation.

OVERVIEW

Dealing effectively with the economic and social
challenges of human development also depends on
high morale within society. This is characterised by a
climate of trust among people, between citizens and
the institutions of the state and society, as well as by
the true empowerment of informal groups and civil so-
ciety organisations and their opportunities to influence
the development process. All of these prerequisites
are embraced by the notion of social capital, which
is the focus of Chapter 5. This chapter examines the
conditions for the formation of social capital in Belarus,
including access to means of communication and
NGO development. It points to the presence of active
civil society groups. The report calls for the continued
support of pro-social behaviour and independent so-
cial initiatives. It emphasises that such support should
become a key priority for social policy.

Dealing effectively
with the economic

and social challenges

of human

development depends
on high morale within

society
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CHAPTER 1

OPPORTUNITIES AND CHALLENGES
FOR BELARUS

Human development is the process of enlarging
an individual’s range of diverse choices. The most
fundamental of these choices are the decisions
that lead to a long and healthy life, good educa-
tion, and a decent standard of living. Choices are
affected by a wide range of factors such as an in-
dividual’s skills and abilities, their country’s eco-
nomic and political environment, access to edu-
cation and health services, and the international
context.

Chapter 1 explores the impact of globalisation
and EU enlargement on human development in Be-
larus. Globalisation is driven by market expansion
which opens national borders to trade, capital, and
information. This chapter presents a set of recom-
mendations on how Belarus can reap the benefits of
globalisation and EU enlargement, while maintaining
and improving its economic and trade relations with
Russia.

1.1. Globalisation, EU enlargement,
and the socio-economic
development of Belarus

The global and regional context plays an important
role in Belarus’ socio-economic development. Be-
larus is party to a range of major global initiatives,
including the Millennium Development Goals set by
the 2000 UN Millennium Summit [1, 2]. Aligning
Belarusian political and social institutions with the
European practices would require further progress
towards a socially oriented market economy and a
mature democracy. The movement along this path
is significantly affected by powerful global trends and
developments, such as globalisation and regional in-
tegration.

The impact of globalisation

Globalisation is a dynamic but also a highly contro-
versial and asymmetric process. On the one hand,
it expands international trade and facilitates invest-
ments, technological advancements, and the global
exchange of knowledge and ideas. All of these fac-
tors can contribute to national economic growth and
promote human development. On the other hand,
globalisation sometimes poses challenges to national
human development by exacerbating global inequali-
ties. Even as the world’s most powerful economies
enjoy an era of prosperity, many developing nations
experience increases in poverty levels, diminishing
life expectancy, escalating armed conflicts, and de-
clining levels of personal security.

For better or for worse, globalisation strengthens
the influence of the global environment on national
human development. Nations can benefit most from
globalisation by making national policies and institu-
tions consistent with the global market-based rules
of the game. At present, the depth and scope of the
market reforms in Belarus are insufficient, and its
economy is significantly behind most other Central
and East European nations according to the Foreign
Direct Investment Attractiveness Index calculated by
UNCTAD. Thus the international competitiveness of
the Belarusian economy remains too low.

WTQO accession is an important step towards
deeper integration of Belarus in the world economy.
Membership in WTO would provide it with the tools to
protect and pursue its interest in international trade.
However, WTQO accession also creates the challenge
of adjusting national economic laws and regulations
to WTO rules. It demands appropriate concessions to
foreign trade partners that would open up domestic
markets to foreign goods, services and investments.

Another important challenge of globalisation is its
potential impact on local cultures. Although it does not
necessarily lead to uniformity, homogeneity or domi-
nation of one culture over another, globalisation gives
wider opportunities for influences from larger nations.
This risk could be addressed by strengthening and

Table 1.1.1

Belarusian foreign trade by country and region (% of total)

Exports
1992 1995 2000 2003 1992
Non-CIS, total 36 370 400 454 241
Europe 261 285 201 374 202
EU 77 120 94 29 94
CEE 80 87 62 71 48
USA 12 12 13 1.0 26
Asia 40 37 6.0 45 10
Japan 0.2 0.02 0.1 0.02 02
China* 08 07 20 16 02
Africa 06 21 18 09 02
Latin America 15 0.2 15 14 01
CIS, total 664 630 600 546 759
Russia 399 455 506 491 526
Ukraine 159 126 76 38 160

* Data for 2000 and 2003 include Hong Kong
Source: Ministry of Statistics and Analysis of Belarus
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GLOBALISATION AND EU ENLARGEMENT:

Nations
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from globalisation
by making national
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with the global

market-based rules
of the game

Imports
1995 2000
39 298
284 22
167 149

78 53
17 1.6
20 29
04 05
04 06
03 03
08 15
66.1 702
533 648
102 39

2003
304
226
154
48
13
23
03
06
03
12
69.6
65.8
31
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Table 1.1.2
Belarusian trade with the EU (US $, millions)

1997 1998 1999 2000 2001 2002 2003

Volume 19243 20691 18479 19803 20280 29215 40557
Exports 492.6 515.6 526.4 689.5 8041 14402 2279
Imports 14317 158835 13215 12908 12238 14812 17767
Balance -9391 10379  -7951 -601.3 4197 -40.5 502.3

Source: Belarusian foreign trade: selected statistics. Minsk, Ministry of Statistics, 2004. pp. 59-67; A.E. Daneyko
(ed.). The global economy and Belarusian foreign trade. Minsk, Ministry of Economy of Belarus, 2004

Box 1.1.1
Belarusian trade with the new EU members

Central and Eastern Europe are dynamic and potentially lucrative markets for Belaru-
sian goods. In 2003, Central and Eastern Europe accounted for 10% of Belarus’ foreign
trade. In 2003, the trade surplus with Central and East European states was equivalent
to some $553 million (Table 1.1.3).

Trade with Poland grew from $430.7 million in 1997 to 782.7 million in 2003. In 2003,
Belarus had a trade surplus of $85.7 million, while exports and imports had gained more
than 80% relative to the previous year.

From 1997 to 2003, trade with Lithuania grew from 274.8 million to 419.2 million. In
20083, Belarus had a trade surplus of 110.7 million, as exports and imports had risen
significantly.

Trade with Latvia almost tripled between 1997 and 2003, from $139.6 million to 388.5
million. Over the same time period, the trade surplus rose from $5.4 million to almost
$300 million; but unlike exports, which have grown by a considerable amount, imports
had dropped sharply, from $67.1 to $44.3 million.

Overall, 2003 saw a sharp decline in trade with Latvia. The foremost contributing factor
has been a decline in the export of oil by-products by a total of $217.4 million.

Source: Ministry of Statistics and Analysis of Belarus

encouraging the positive capabilities of local cultures,
thereby controlling and opposing negative foreign
influences [2: 25-26]. The law «On culture», drafted
in the spirit of the UNESCO declaration on cultural di-
versity, mandates a series of government programmes
designed to support the local culture and to maintain
cultural freedom in a globalised context [3: 15].
Globalisation affects not only individual nation
states, but also regional alliances. Established for
political and economic reasons, regional blocs exist

Revenues

from foreign trade
represent

more than one-third
of the total public
revenue
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1o seek coordinated responses to national and glo-
bal problems, and are playing an increasingly visible
role in the world economy. According to WTO, over
150 regional alliances have been established since
1948, including 64 alliances created between 1948
and 1990, and over 80 from 1991 to 2001. Belarus
has membership in several major regional organisa-
tions, such as the CIS and the Eurasian Economic
Community.

Belarusian foreign trade in light
of globalisation and EU enlargement

The high dependence of the Belarusian economy on
foreign trade makes national human development
highly sensitive to the international environment.
Belarus exports over 60% of its GDP, and its total for-
eign trade is equivalent to $24 billion, or 137% of the

GDP. Of 6.1 trillion roubles in budget revenues, for-
eign trade contributes 0.9 trillion, or 16%. Together
with the taxes and duties paid from foreign trade
transactions, revenues from foreign trade represent
more than one-third of the total public revenue.

Belarus is trading with more than 155 countries,
and maintains the most favoured nation regime with
48 non-CIS countries. It accounts for 10 — 15% of
the global sales of mining trucks, and three per cent
of global tractor sales. In 2003, the Belarus Metal-
lurgy Plant had a seven per cent share in the global
market for steel cord (Appendix 2, Table 1).

More than 84% of Belarusian foreign trade is
with the EU and the Russian Federation. These two
partners almost exclusively determine its economic
relations with the outside world. The role of Russia
and the EU in Belarusian foreign trade has been
growing steadily since independence. From 1992
10 2003, Europe’s share of Belarusian exports grew
from 26.1% to 37.1%, and of imports from 20.2% to
22.6%. Russia’s share of the total exports reached
49.1% in 2003 and of imports 65.8% (Table 1.1.1).
By diversifying the destinations of its exports and
sources of imports, Belarus can make itself less vul-
nerable to fluctuations in the global markets.

On May 1, 2004, ten new nations — includ-
ing Belarus’ three immediate neighbours, Poland,
Latvia and Lithuania — were admitted to the Euro-
pean Union. As a result, the EU’s territory increased
by 34% and population by 29%. The EU’s enlarge-
ment raises its significance to Belarus as an export
market and a source of investments and advanced
technologies. In light of this development, rebuilding
its relationship with the EU is becoming a growing pri-
ority for Belarus.

Trade with the EU

In 2003, the volume of trade between Belarus and
the EU was over $4 billion, up 38.8% from 2002.
Most of the growth (58.2%) is the result of an in-
crease in exports. Imports from the EU also gained
20%. Belarus’ exports to the EU exceeded imports
by $502.3 million in 2003, its first trade surplus since
1997 (Table 1.1.2).

In terms of trade volume, Germany was Belarus’
leading trade partner, accounting for 30.6% of its
trade with the EU in 2003. The United Kingdom rose
from fourth place in 1997 to second place, due to a
sharp increase in oil exports from Belarus. In 2003, its
share of Belarusian trade with the EU rose to 25.1%.
The Netherlands, in third place, accounted for 12.5%
of such trade, Italy, in fourth place, for 10.3% and
France, in fifth place, for 4.2%. Together, these five
countries represented 82.8% of Belarus’ trade with
the EU, including 86.2% of the exports and 78.4%
of the imports.

In 2003, the main export commodities were
mineral products (64.8%), textiles (8.7%), non-pre-
cious metals (7.6%), as well as lumber and wood
products, charcoal, tools, optical equipment and mu-
sical instruments. Thus, primary goods were the most
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prevalent, while the share of high value-added prod-
ucts remained small. The reason is the low competi-
tiveness of Belarusian goods and the failure of Be-
larusian manufacturers to meet the product quality
expectations of the European consumers. Competi-
tiveness is also affected by poorly developed mar-
keting networks, inadequate warranties and product
support services, and poor customer relations.

EU exports are also constrained by a number of
EU practices, such anti-dumping tariffs and quotas.
The impact of such practices on Belarusian foreign
trade has grown with the enlargement of the EU, as
the newly admitted members have started apply-
ing EU trade regulations to non-EU countries (Table
1.1.3,Box 1.1.1).

Imports from the EU have been dominated by
engineering products, electrical equipment, and
sound recording and playing devices, which repre-
sented 36.7% of allimports. The share in total imports
of chemical and other related products was 14.1%,
means of transportation by land, air and water 9.8%,
plastics and rubber products 7.9% and textiles 7.7%.

1.2. Belarus, Russia and the EU:
avenues for partnership

The Russian and Belarusian economies continue to
depend on one another, and to supplement each
other. Russia is the main export market for Belarusian
industrial products and the main supplier of energy
and primary inputs. More than 8,000 enterprises in
Belarus and Russia maintain direct economic ties. To
support and develop this traditional economic col-
laboration, Belarus and Russia signed an agreement
that established a Community of Russia and Belarus
in April 1996, followed a year later by a treaty regard-
ing the Union of Russia and Belarus. The latter took
effect in January 2000 and determines the future in-
tegration of both countries.

Although the EU has great priority as a trade
partner with Belarus, their relationship has not been
as deep as with the Russian Federation. The most fa-
voured nation status enjoyed by Belarus de-facto has
not been formalised, as the EU — Belarus partnership
agreement has yet to be ratified. The EU is neverthe-
less one of the main lenders to the Belarusian econ-
omy, and a source of investments and managerial
know-how. However, as previously stated, the bulk
of Belarusian exports to the EU are primary products
with low value-added and a high share of manual
labour in their cost, while most of the imports are
high-tech goods. Increasing the share of high value-
added and high-tech goods in its exports is essential
if Belarus is to fully benefit from its relationship with
the EU.

In building its partnership with the EU, Belarus is
guided by a number of considerations, including the
need to pursue a multidirectional foreign trade policy
and the evolution of the EU-Russia relationship. Its
actions on this front will be grounded in the principle
of sovereignty (Box 1.2.1).

GLOBALISATION AND EU ENLARGEMENT: OPPORTUNITIES AND CHALLENGES FOR BELARUS

Economic integration of Russia
and Belarus

The aim of the economic integration of Russia and
Belarus is to promote economic growth by maxim-
ising the benefits of the intra-CIS division of labour,
economic specialisation and cooperation. The lat-
ter will depend on the pursuit of coordinated policies
with respect to economic reform and the adoption of
common approaches to the management of socio-
economic development, foreign trade and social
policy [4].

The priorities, tools and further steps towards
integration are prescribed by the Economic Part-

The EU is one
of the main lenders
fo the Belarusian

nership Programme for Russia and Belarus for economy,
1999-2008, the Union State Economic Partnership 254 2 source
Strategy for 2000—-2005, and the annual socio-eco- .

. . of investments
nomic development forecasts. The governing bod- _
ies of the Union State have finalised the drafts for ~ and managerial
a constitutional act and a set of agreements on a know-how

common currency.

The integration of Belarus and Russia is pro-
gressing simultaneously with the deepening of the EU-
Russia relationship. The EU-Russia Partnership and
Cooperation Strategy calls for EU’s support of Rus-
sia’s accession to the WTO and the eventual creation
of an EU-Russia free trade zone. The improvement
of the EU-Russia economic ties will inevitably lead to
closer collaboration between the EU and Belarus. All
of this makes the EU a vital priority for Belarus.

Table 1.1.3
Belarusian trade with Central and Eastern Europe (US $, millions)

1997 1998 1999 2000 2001 2002 2003

Volume 12359 14566 12860  18%63 17528 17387 20227
Exports 5718 704.4 7972 13613 12862 12451 12678
Imports 664.1 752.2 4889 535.0 466.5 4936 7348
Balance 923 -47.8 308.3 826.3 819.7 7515 5630

Source: Belarusian Foreign Trade: Selected Statistics. Minsk: Ministry of Statistics, 2004. pp. 59-67

Box 1.2.1
The primacy of sovereignty

As stated in the Declaration of Sovereignty of 27 July 1990, the notion of sovereignty
combines national self-determination and political independence. This idea of sover-
eignty was reaffirmed by the Constitutional Act of August 1991 and the Constitution of
Belarus of 1994 and 1996. The primacy of sovereignty is the guiding principle on which
Belarus is building its future relationships with Russia and the EU.

As emphasised by the President of Belarus at the meeting with the heads of Belaru-
sian diplomatic missions on 22 July 2002, a sovereign foreign policy should be based
on self-respect, self-worth and a realistic assessment by Belarus of its capabilities and
interests. In domestic policies, the key to strengthening sovereignty is reducing the vul-
nerability of the Belarusian economy to the exigencies of external markets. This includes
a reduction of excessive dependence on primary and energy inputs. «It is necessary to
develop a professional and consistent line of action to reduce the impact of each vul-
nerability factor to an acceptable level,» said the President of Belarus.

Source: www.president.gov.by
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By implementing
reform-oriented
policies, Belarus
would create
favourable conditions
for realising

its competitive
advantages
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In the long term, integration within the EU — Be-
larus — Russia triangle should result in the creation of
a common economic area that applies progressive
EU standards and facilitates the movement of Be-
larus and Russia towards a post-industrial economy.
[5:16,v. 1].

In the interim, this transition will take place in se-
veral stages, each of which would change critical
aspects of the national economic systems, bringing
them closer to the European model of a socially ori-
ented economy based on high-tech and knowledge-
based industries [6].

In the short term, Belarus should start by de-
veloping annual action plans to expand trade with
the EU. Such plans would compliment the national
socio-economic development programme for 2006-
2010 and help achieve consensus on the objectives
of economic reform and its target indicators.

Partnership with the enlarged EU

The EU requires that countries willing to integrate in
its structures meet the following minimum criteria:

e A functioning market economy able to with-
stand competition in the European markets;

e Astable democracy that guarantees the rule of
law, respect for human rights and the protec-
tion of ethnic minorities;

e Compliance of the national law with the legal
standards of the EU (the Acquis Communau-
taire).

To a point, these criteria could guide the future part-
nership between Belarus and the enlarged EU. To
comply, Belarus needs to develop market-type insti-
tutions, conduct legal reform, accelerate the restruc-
turing and privatisation of large and medium-sized
enterprises, as well as increase support for small and
medium-sized enterprises (SMEs). By implementing
these and other reform-oriented policies, Belarus
would create favourable conditions for realising its
competitive advantages.

First of all, Belarus should diversify the structure
of its trade with the EU and the CIS to minimise its de-
pendence on specific markets or commodities. The
emphasis should be on raising the share of high-tech
exports in its trade with the EU. The government can
achieve these objectives by strengthening support
for exporters through loans, subsidies, marketing,
research, legal and other types of services. All com-
modities exported to the EU should be subjected to
quality control to meet the EU standards in accord-
ance with the ISO 9000 and ISO 14000 series. To
facilitate trade with the EU and CIS states, Belarus
should invest in a transportation infrastructure that
connects the country with its trade partners. Belarus
can also establish direct economic links with the EU
by investing in joint assembly and manufacturing ven-
tures, particularly in the new EU member states.

Second, to ensure international competitiveness,
Belarus should adopt WTO principles and standards.
WTO accession is important not only because of this
organisation’s role in determining the rules of global
trade, but also because the national trade and eco-
nomic systems of Belarus' main trade partners are
guided by WTO principles and rules.

Accession to WTO would require dramatic chan-
ges. To join WTO, Belarus would have to eliminate tar-
iffs on certain goods, pursue a non-discriminatory trade
policy, reform the financial and banking sectors, and
ensure more stringent application of intellectual prop-
erty rights.

Lastly, the legal environment should be improved,
and stronger incentives should be introduced for for-
eign and domestic investors. In particular, the Belaru-
sian Government should minimise the risks for inves-
tors and address such issues as non-enforcement of
contracts, unpredictable changes in laws (particularly
tax laws), inadequate property rights protection, and
the sometimes excessive regulatory intervention of
government inspectors.

BELARUS: ADDRESSING IMBALANCES IN THE ECONOMY AND SOCIETY



CHAPTER 2

STRUCTURAL IMBALANCES
IN THE BELARUSIAN ECONOMY

Since 1996, Belarus has made great strides in achiev-
ing an economic recovery and growth. In 1996 — 2003,
the Belarusian economy grew faster than the Bal-
tic States, Poland, Hungary, Russia and many other
countries in transition. Averaging at six per cent per
annum, this growth enabled Belarus to exceed the
1990 output level in 2003. The economic recovery has
translated into the growth of real incomes and wages
and significant improvements in poverty rates.

An important challenge for Belarus today is to
ensure that the rates of economic growth are sus-
tainable. Belarus will not be able to maintain rapid
economic growth unless its enterprises can with-
stand competition from foreign producers in the
domestic and foreign markets. This chapter ex-
plores the potential threats to international com-
petitiveness in the Belarusian economy, including
high production costs, low profitability, high rates
of asset depreciation and other signs of poor per-
formance of many of its enterprises. It also exam-
ines Belarus’ position in science and technology
development relative to the EU and considers op-
tions for improving the condition of loss-making
firms and creating a more enabling environment
for small business.

2.1. The pace of the economic
transition: general trends

Unlike most of Europe’s former socialist states,
the transformation of the Belarusian economy has
taken place under strong government control. As a
result of this approach, the economic structure has
improved. Having achieved high rates of growth,
Belarus has avoided many of the extreme social
costs of transformation experienced by other tran-
sitional economies, including high rates of unem-
ployment and poverty, extreme income inequality,
high administrative corruption, and mass bankrupt-
cies of individual enterprises along with whole in-
dustries.

The share of the non-government sector in the
GDP has increased, reaching 57.4% in 2004. Over
10% of the Gross National Product (GNP) is pro-
duced by privately owned small and medium-sized
enterprises (SMEs), employing approximately the
same proportion of the work force.

The output structure has become more com-
parable to that of the industrial nations of the West.
At the time of the break-up of the USSR, the indus-
trial sector was contributing around 70% of the GDP,
while the service sector was producing about 30%.

This was very different from Western Europe, where
the service sector represents 60 — 70% of the GDP.
In 2003, the output of services totalled around one-
half of the GDP, and the output of goods amounted
to less than 50% of the GDP (Figure 2.1.1). The man-
ufacturing sector’s share of total employment has
since fallen from 62 to 45%.

The slow decline of the ratio of manufacturing
output in the GDP was offset by a gradual increase
in the share of the service industries. Redundant
workers from the manufacturing industries were

Imports

Gas, oil, passenger ve-
hicles, linoleum, deter-
gents, frozen fish,
starch, pasta, vegeta-

ble oil, tea, coffee

Gypsum, wine, fruit and

Table 2.1.1
Export and import priorities for the Belarusian economy
% of
Exports domestic
production
Petrochemicals, mineral fertilizers,
tractors, refrigerators, freezers,
. ) 81-100
tires, bicycles, gas stoves, watch-
es and clocks
Chemical fibres and threads,
clothing, television receivers, lor-
ries and trucks, cheese and cot-
61-80

tage cheese, motorcycles, ce-
ramic tile, wallpaper, matches,
carpets

Source: Republic of Belarus in Figures. Minsk, 2004, pp.213-224, 339-340.

Analytical reports from the Ministry of Statistics and Analysis of the Republic of Belarus

Figure 2.1.1
Changes in the GDP structure, 1990 - 2004 (%)
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duced. The figure shows product taxes net of subsidies
Source: Belarus Statistical Year-book 2004. Minsk, 2004
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Many Belarusian
producers have had
difficulty maintaining
a low price for their
goods

Figure 2.2.1

being absorbed by the service sector. As a result,
employment has remained at a stable 97 — 98% of
the work force.

The rising share of the service industries has
also produced a significant economy of limited re-
sources. The service industries have had a larger
difference between output and input costs rela-
tive to product price (i.e. there is a higher share of
value-added in the product price). In 2002, value-
added represented 66% of the price of services
and only 31% of the price of goods. Therefore,
the growth of the service industries has contrib-
uted greatly towards diminishing the economy’s
dependence on primary inputs. Furthermore, un-
like sectors such as ferrous metallurgy, which also
have a high ratio of value-added to their product
price, the service industries tend to be less capital-
intensive. This has meant that jobs in these indus-
tries have been less expensive to create. More than
60% of all investments in 1995 — 2003 were in the
service industries.

Rate of return and rate of inflation, 1992 - 2004 (%)
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—-# Mean rate of return, %
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year

-F Mean quarterly growth of the price index, %

Source: Belarus Statical Yearbook. Minsk, 2003. Quarterly Statistical Bulletin. Minsk, 2004

Recent economic policies have been guided
by the national socio-economic development pro-
gramme for 2000 — 2005, which identified export pro-
motion as a key priority for economic development.
This reflects Belarus’ high dependence on foreign
trade to sustain economic growth and achieve future
prosperity (as discussed in Chapter 1). The output of
many industries greatly exceeds domestic demand,
and more than 80% of the total production of many
commodities are exported (Table 2.1.1). Continued
production of these goods is in turn highly depend-
entonimports, especially on raw materials and energy
coming from the Russian Federation.

Recently, many Belarusian producers have had
difficulty maintaining a low price for their goods. Fur-
thermore, many industries have been losing their
share of the domestic market. Under these condi-
tions, Belarus’ ability to maintain and increase its cur-
rent rate of growth will depend greatly on how suc-
cessfully its industries can withstand competition in
domestic, CIS and non-CIS markets for both price
and quality.

2.2. Improving competitiveness
in the Belarusian economy

International competitiveness is commonly under-
stood as an economy'’s ability to produce goods and
services that meet the test of foreign competition,
while simultaneously maintaining and expanding do-
mestic real income [1: 27].

Competitiveness has both short-term and long-
term dimensions [2]. The short-term view empha-
sises price competitiveness, which can be restored
mainly by restructuring production, reducing the
costs of intermediate inputs, and making labour-
saving investments. In the long run, competitiveness
is achieved by creating conditions for productivity
growth. The key ingredients are innovation, R&D and
the development of human resources.

Both of these dimensions of competitiveness
are relevant for Belarus. The difficult financial and
economic situation of many Belarusian enterprises is
a major concern for short-term competitiveness. An
analysis of enterprise fixed capital stock reveals that,

Table 2.2.1
Enterprise solvency ratio by sector at 1 January (%)

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004
Industry 665 169 122 208 216 201 1438 119 121 216
Agriculture 55.7 99 73 90 103 95 46 24 25 31
Transport 72 70 208 399 45.0 230 31.0 17.6 369 497
Construction 1095 454 459 115.1 109.7 126.2 63.3 594 634 99.3
Trads and public %0 738 823 %8 6 1453 877 68.4 134 129
catering
Housing 52 46 60 123 93 97 45 27 41 58
and utilities

Source: Socio-economic situation of the Republic of Belarus. A series of monthly statistical bulletins published by the Ministry of Statistics and Analysis, 1996-2004
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while much of it remains inactive, the portion that is
being utilised is becoming increasingly obsolete and
depreciated. A major long-term challenge is the fact
that despite having a well-educated workforce and
highly skilled research staff, Belarus is lagging behind
most EU countries in terms of innovation and com-
mercialisation of science.

Enterprise financial
and economic performance

Despite the overall economic growth in 2000 — 2004,
the commercial sector of the economy was develop-
ing under difficult circumstances. On the one hand,
the amount of money in corporate accounts grew,
the share of non-monetary transactions gradually de-
creased, and currency revenues of exporters rose.
On the other hand, many enterprises have continued
to face financial problems, as the overall rate of re-
turn remained unacceptably low relative to inflation
(Figure 2.2.1). From 2000 to 2004, some 15 to 30%
of Belarusian firms were operating at a loss.

Loss-making and low-profit enterprises of the
real sector' experienced a chronic lack of financial
resources. These firms have been having great
difficulty fulfilling their financial obligations to sup-
pliers, creditors and the state, which raised liabili-
ties and permanent outstanding debts. The size of
outstanding debts was several times higher than the
financial resources of companies and organisations
of the real sector. Enterprise solvency, representing
the ratio of funds in company accounts to outstand-
ing accounts payable, has somewhat improved in the
last two years. Despite such improvements, these
companies have experienced serious cash flow
problems (Table 2.2.1, Figure 2.2.2).

The early 2000s brought few changes to the sit-
uation of Belarusian enterprises. For several years,
outstanding debt payable invariably exceeded out-
standing debt receivable (Figure 2.2.2). At the na-
tional level this suggests that the sustainability of the
positive gains in the GDP, employment and real in-
come levels may be questionable.

Do income policies need adjustment?

Ever since 1996, Belarus has experienced a positive
dynamic in all indicators related to the GDP, cash in-
comes, and expenditures. The average monthly sal-
ary increased from $60 in 1997 to $200 in December
2004. The average pension was $80 in 2004 and $32
in 1997. These positive indicators however, do not ap-
pear to correlate with the other economic performance
indicators, (Appendix 2, Table 3). Firstly, real cash in-
comes have been growing faster than the GDP for
most of the past decade, and secondly, fluctuations in
cash incomes were not aligned with the trends in retall
turnover and commercial services (which may be at-
tributed to the effects of the unobserved economy).
The main components of cash incomes are
wages and salaries, social transfers, and entrepre-
neurial incomes (Appendix 2, Table 4). As wages
and salaries represent the largest proportion of cash

incomes in Belarus, it is necessary to examine the
factors that affected changes in real and nominal
wages and salaries.

The fast growth of real wages relative to im-
provements in economic performance can be ex-
plained by administrative intervention. New laws in-
creased sanctions against enterprise directors for
wage arrears, while the powerful apparatus of the
state pressured business managers to keep increas-
ing nominal pay levels. Cash incomes also grew in
the public sector despite a chronic budget deficit.
Above-average wage increases have been recorded
in health care, science, and other social services.
This growth has been financed mostly from the profits
of the main corporate taxpayers. Of 96,039 active

Table 2.2.2
Fixed asset depreciation rate at 1 January (%)

Depreciation rate 2000 2001
All industries 524 513
Including of equipment and vehicles 740 749
Manufacturing industry 61.4 589
Including of equipment and vehicles 785 798
Agriculture 55.8 56.6
Including of equipment and vehicles 799 799
Transport 533 5N
Including of equipment and vehicles 639 65.6
Construction 14 410
Including of equipment and vehicles 759 785

Source: Belarus Statistical Yearbook. Minsk, 2004

Figure 2.2.2
Enterprise debt (constant 2000 roubles, billions)

billions of roubles

Above-average wage
increases have been
recorded in health
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2002 2003 2004
541 548 565
75.6 752 752
614 624 634
805 802 799
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Source: Quarterly Statistical Bulletin. January — June 2004, Minsk, 2004, p. 77
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Figure 2.2.3
Number of man-made accidents, disasters and emergencies
(excluding traffic accidents)
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Source: Ministry of Emergencies of the Republic of Belarus. Report on Natural and Man-made Emergencies
Minsk, 2004

Table 2.2.3
Available production capacity and its utilisation (%)

Production capacity as% of 1995 Utilisation rate%

1995 100 372
1996 %.6 406
1997 802 515
1998 69.4 521
1999 722 529
2000 716 50.1
2001 69.8 477
2002 69.1 469
2003 66.6 495

Based on data from the Ministry of Statistics for 1991-2003 compiled from annual statistical reports
(Form BM «Production Assets»)

enterprises, the state focused its attention on 178
principal contributors of public revenue. Fiscal disci-
pline was tightened, and any attempts at tax evasion
were monitored and penalised.

The growth of real wages can contribute to eco-
nomic growth by increasing consumer demand.
However, because it has happened so rapidly, it may
also inflate costs, especially given high payroll taxes.

Depreciation of fixed As a result, the competitiveness of domestic prod-

assets has exceeded ucts may suffer in conditions of a stronger Belarusian

rouble. Eventually, enterprise profits may decrease
the safety threshold and investments in fixed capital may become more
of 60% difficult. Inventory may also rise and inflation may in-

crease. All of this could negatively affect the financial
status of economy.

Improving and expanding

production capacity

Even as a large proportion of the production capac-
ity remains inactive, the assets that are in use are
becoming increasingly obsolete and depreciated.

As a result, many enterprises are facing signifi-
cant costs that undermine their future competi-
tiveness.

Surveys conducted by the National Academy
of Sciences in 2000 revealed that over 50% of the
technologies used in industry were introduced prior
10 1985. As a result, close to 80% of these technolo-
gies are outdated, while new and high technologies
play only a minor role [3: 18 — 19]. Renewal and re-
placement of fixed assets have been slow, and the
situation has improved very little to date.

Depreciation of fixed assets has exceeded the
safety threshold of 60% (Table 2.2.2). High depre-
ciation of production assets not only creates long-
term barriers to sustainable growth, but also poses
significant risks of industrial accidents and emergen-
cies. The number of workplace emergencies has in-
creased in recent years (Figures 2.2.2, 2.2.3).

Controlling the negative impact of economic ac-
tivity on the environment still remains an issue and a
priority for investments. Despite showing an upward
trend over the past four years, environment-related
investments have remained below the 1995 level.
Continued economic growth will likely increase asset
utilisation. Without dramatic gains in environment-re-
lated investments, this could create serious ecologi-
cal threats in future.

Most manufacturing industries have experienced
a reduction in core production assets?®. (Table 2.2.3).
Engineering, metal working, electrical, and fuel and
petrochemical industries have been the most af-
fected. Much of the existing production capacity also
remains unused. In recent years, fewer than 50%
of all manufacturing assets have been in operation,
considerably below the 80 per cent utilisation rate re-
quired to maintain efficient and competitive produc-
tion activity®.

In 2003, nearly two million square meters of state-
owned plant space was not utilised or leased out, and
the total cost of uninstalled equipment was estimated
at 650 billion roubles. Underused space and equip-
ment can be leased or sold to generate additional
revenue needed to create efficient and market-ori-
ented enterprises.

Investment is the crucial ingredient to modernis-
ing and upgrading production capacity. Priority should
be given to economically viable industries providing a
high rate of return on investments and good export
prospects. Investment promotion policies should tar-
get firms that use advanced resource-saving technol-
ogies and manufacture high-tech and research-inten-
sive products.

Innovation activity: the gap with the EU

The concept of innovation encompasses the dif-
fusion of new products and services in the econ-
omy [4: 8]. Innovation activity forms the basis for
long-term international competitiveness because
it ensures sustainable gains in productivity. In ad-
dition, innovative and high-tech products are some
of the most lucrative and fast-growing markets
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internationally. In order to successfully integrate in
the global economy, Belarus will need to strengthen
its position in these markets.

Belarus has many of the ingredients for success
in the area of innovation activity and in penetrat-
ing the global markets of high-tech products. The
share of the workforce with higher, upper-second-
ary and other post-secondary education in Belarus
is twice as high as the European average. Belarus
also maintains a modern structure of tertiary educa-
tion. However, many of its innovation activity indica-
tors are significantly worse than in the EU countries
(Figure 2.2.5). The gap between involvement in re-
search and development (R&D), on the one hand, and
the high proportion of employees with post-graduate
training, on the other, suggests that the skills and qual-
ifications of Belarusian R&D staff are not fully adequate
to the needs of modern innovation systems or the de-
mands of the knowledge-based economy.

In Belarus, total expenditure on R&D relative to
GDP has remained below the critical threshold of one
per cent. In 2003, it was at 0.73%, as compared to
the EU average of 1.95%, 3.78% in Sweden, 3.66%
in Finland, 3.52% in Germany, and 2.13% in France.
Net emigration of skilled professionals is another sign
of crisis in the research and development field. A de-
tailed account of the brain drain phenomenon is pro-
vided in Chapter 4.

These discouraging trends in R&D have had
negative implications for Belarus’ foreign trade. Only
three per cent of Belarusian exports outside the CIS
are high-tech products, as compared to 20% in the
EU. This gap is the result of the poor participation of
national enterprises in innovation activity. Only 14%
of Belarusian firms are active in R&D, as opposed to
50% in the EU. Inadequate financing and lack of cor-
porate funds to import new technologies are some of
the reasons for this disparity.

The scale of innovation activity varies significantly
by sector. Innovation activity is the most widespread
in the chemical and petrochemical industries, fol-
lowed by the iron and steel, engineering and metal
processing sectors. These sectors also take the lead
by the deliveries of R&D products (Table 2.2.4).

European firms are active in R&D to improve their
competitiveness, save resources and enter new mar-
kets. According to a survey of 325 Belarusian enter-
prises investing in R&D, only 16% were expecting such
investments to result in higher domestic sales, 20%
hoped to increase exports to Russia, and only 5% to
Europe [5]. Belarusian and European firms also attach
different priorities to resource efficiency and environ-
mental safety. Although Belarusian firms utilise several
times more energy and primary inputs per unit of pro-
duction than their European competitors, only one in ten
enterprises in Belarus considered resource efficiency to
be a priority for innovation activity, as compared to one
in three in Europe. Twenty-five per cent of European
and just 11% of Belarusian firms were investing in R&D
1o reduce the amount of environmental pollution. Only
15.7% of companies in Vitebsk Oblast, an area that

releases more than one quarter of all industrial pollution
nation-wide, considered environmental protection to be
an important objective for innovation activity. In Novo-
polotsk, the location of more than a half of the Oblast's
major sources of industrial pollution, not one innova-
tion-focused company identified pollution reduction as
a priority for their R&D investments.

At present, Belarus is facing a number of chal-
lenges in the area of innovation. First, the equipment
at the researchers’ disposal is becoming outdated.

Figure 2.2.4

Reported industrial accidents leading to temporary disability of more

than one day in length or resulting in employee death
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Source: Labour and Employment in Belarus. Minsk, 2004

Figure 2.2.5

Selected indicators of innovation activity in Belarus and the EU
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Sources: Belarus in Figures. Minsk, 2004, p. 58. Development of Science in Belarus in 2001 — 2003. Minsk, 2003, p.
55. Science and Innovation in Belarus. Minsk, 2003, pp. 39, 44, 104, 139. Community Innovation Survey. Statistics
in Focus, Theme 9-2/1999, p. 11. European Innovation Scoreboard 2003. Cordis Focus. 2003, Issue 20, p. 25
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Table 2.2.4

Innovation activity by sector

All industries
Fuel and energy
Ferrous metallurgy

Chemical
and petrochemical

Engineering and metal
processing

Wood processing,
paper milling

Building materials

Light industry

) Deliveries of R&D R&D products as %
% of enterprises o
active in R&D products as % of total deliveries
of total deliveries outside the CIS, %
139 100 431
54 112 82.5
214 176 87.3
262 182 76,6
25 364 12
97 22 13
122 6.9 02
52 22 2.1

Sources: Report on Innovation activity in 2002. Minsk, 2003. Belarus in Figures. Minsk, 2004, p.146

Table 2.3.1.
Trends in gross domestic expenditures” (%)
1998-2000** 2001-2003** % change

GDP at market prices 100.0 100.0 —
Consumption expenditure, total 78.1 804 +2.3
:;Jgsehold consumption expendi- 561 579 1
Govemment consumption expenditure 198 214 +16
oEanperR/(:;::rgeoods and services 7 L Gl
Expenditure on public services 71 76 +0.5
Non-profit consumption expenditure 2.2 18 -14
Gross savings total 254 234 2.0
Fixed capital investments 26.0 228 -32
Changes in inventory -05 0.6 +1.1

The sum of consumption expenditure and gross savings exceeds 100% by the ratio of the foreign trade deficit to

the GDP.
** Annual average

Source: National accounts of the Republic of Belarus. Minsk, 2004, p. 81. Republic of Belarus in Figures. Minsk

2004, p. 202

Scientific research
is still not sufficiently
market-oriented

22

Second, a significant number of researchers will
soon be eligible for retirement, while too few qual-
ified scientists have been trained to replace them.
And finally, scientific research is still not sufficiently
market oriented.

To reverse the current trends in R&D, the Govern-
ment has expended a significant amount of effort to
promote innovation activity. The main emphasis has
been on implementing macroeconomic policies and
on creating a favourable legal environment. As a re-
sult, Belarus has managed to preserve the critical core
of its scientific and technological capacity. Concerted
government action is needed today to preserve the
existing scientific schools and to promote their adjust-
ment to the conditions of a post-industrial era. The aim
of future policies should be to ensure that scientists

and researchers possess the skills and qualifications
to meet the needs of the modern knowledge economy
and the challenges of a market-driven environment.

2.3. Paths to sustainable growth

Structural changes in the national economy are
needed to improve national competitiveness as a
critical condition for sustainable growth. The aim is
to increase the economy’s export capacity and de-
velop new dynamic sectors. Technological advance-
ments are needed to develop new products and
raise efficiency. To achieve these objectives, the key
priorities for action are as follows.

First, Belarusian industry is still insufficiently spe-
cialised and its range of products is too broad for a
small nation. To strengthen specialisation, the Gov-
ernment should promote a limited number of export-
oriented sectors. At present, there are ten to twelve
specific markets where Belarus has the highest po-
tential in terms of human resources, output capacity,
innovations, and the knowledge of overseas markets.

Second, Belarus is far behind the industrial na-
tions of the West by the ratio of energy and metal
consumption to the GDP. Most energy inputs and
metal have to be imported — mainly from Russia. Al-
ready, they account for more than one-third of the
total imports. It is most likely that the world oil prices
will continue to rise along with the prices of gas, coal
and metal. As a consequence of high energy costs,
many Belarusian products will become increasingly
uncompetitive, putting many producers in a difficult
position. To address this challenge, faster adoption
of energy and metal saving technologies should be
encouraged. This would not only reduce the demand
for energy and metal, but also free up the resources
needed to import high-tech equipment.

Increasing investments
and promoting privatisation

Since 1998, Belarus has invested around one-
quarter of its GDP in the economy. However, the
averages for 1998-2000 and 2001-2003 reveal
an ever-rising share of consumption, particularly
of Government consumption (Table 2.3.1), which
negatively affected the levels of domestic invest-
ments. The shares of consumption (private and
Government) varied from 77.5 to 81.4%. Although
these proportions appear normal by the standards
of an advanced market economy, they seem high
for a country implementing a rapid economic growth
strategy. All else equal, these figures indicate a sig-
nificant decline in investment activity. In these con-
ditions, increasing the amount of government in-
vestment would inevitably come at the expense of
government spending.

This option has obvious limitations. Cutting gov-
ernment expenditure could weaken the social safety
nets at a time when a large proportion of the pop-
ulation needs them. As more than a quarter of the
population are living below the national poverty line,
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the choice between government spending and in-
vestment could become a difficult tradeoff between
short-term political stability and long-term economic
sustainability.

Recent growth in real personal incomes can
give households more resources to make savings,
which could also be invested in the economy. Banks
and other financial intermediaries — such as insur-
ance companies or stock exchanges — could mobi-
lise these savings and extend credit on commercial
terms to enterprises. At present, however, financial
institutions will be very limited in their ability to offer
attractive interest on savings accounts, because too
few enterprises will be able to afford the interest rates
onloans. Increases in private investments, therefore,
would require greater economic efficiency of enter-
prises, achieved by effective cost reduction and debt
restructuring.

Attracting foreign investments is an important
resource for continued growth. Foreign investors
not only bring much needed cash, but also in-
troduce technologies and know how that can in-
crease product quality, lower costs, and open new
markets. Belarus has many of the conditions that
make its economy particularly attractive to inves-
tors, including a favourable geographic position,
a well-developed transport and communications
infrastructure and a cheap and well-trained work
force. To take advantage of these benefits, its
economy should provide a sufficient number of in-
vestment opportunities that bring an attractive rate
of return on investments. International experience
also suggests that the appeal of an economy to
foreign investors is positively affected by a sound
investment climate with low political and economic
risks, moderate taxes, well-developed market in-
frastructures and reliable legal mechanisms to en-
force contracts.

Privatisation is an important step towards making
Belarusian companies more attractive to domestic
and foreign investments. It has great potential for in-
creasing enterprise efficiency. For example, in 2002
labour productivity in the public sector of the econ-
omy was 1.65 times lower than in foreign and joint
ventures. Privatisation also promotes investment by
empowering investors to manage enterprises more
efficiently than governments.

Privatisation, however, does not guarantee suc-
cess. The experience of other countries shows that
the purchase of national enterprises by private inves-
tors does not always bring the expected benefits and
is often associated with significant risks. The own-
ers of the enterprises, especially of those acquired
through intransparent and legally dubious processes,
are often known to prioritise short-term profits over
long-term development in managing their proper-
ties. With no national roots and interest in a coun-
try, foreign investors often do not show sufficient
levels of social responsibility in making managerial
decisions and may be inclined to leave the coun-
try whenever serious market difficulties emerge.

Therefore, a well-balanced and guarantee-based
approach should be exercised in selling domestic
enterprises to foreign investors.

In developing its own national policy on privati-
sation, Belarus should consider the lessons learned
in other transitional economies. Perhaps the most
important of these lessons is the need for a trans-
parent and competitive process that would attract
serious investors with a proven track record. The

2001 2002 2003
29536 4265.0 6481.4
21372 23900 31583
8.1 86 96
5233 1047.9 1664.7
3779 587.3 811.7

91 121 136
19 151 16.7

Table 2.4.1
Selected small business performance indicators
2000
Small business sales:
billions of roubles 14613
US §, billions 20472
as % of total sales economy-wide 71
Taxes paid by small business:
billions of roubles 2750
US $, millions 385.3
as % total of public revenue 86
as % of total tax revenue, % 13
Average tax revenue per small business:
thousands of roubles 9176
US$ 12856
Average tax revenue per sole trader:
thousands of roubles 184
us$ 258

Value added tax as % of total output

in small business

Mean rate of return, %

Rate of return, economy-wide, %

16864 31662 46840
12203 17745 22822
463 958 1749
335 537 852

422 414

90 12 92

89 73 8.6

Based on data from the Ministry of Statistics and Analysis (statistical reporting form 1MP) and analytical reports from

the Ministry of Taxation

Table 2.4.2

Administrative regulation of private business in Belarus

Market entry

¢ Obtaining official approval
of the company name;

¢ Certifying the value of
the in-kind contribution to
equity;

o Verification of documents;

* Securing a permit to rent
Or purchase premises;

¢ Securing quotas for pro-
duction and deliveries;

¢ Registering with the taxa-
tion and social security
authorities;

¢ Obtaining the required li-
cences and permits, in-
cluding permits to acquire
an official stamp and issue
official identification to the
company manager;

* Securing access to loans
and equipment leases

STRUCTURAL IMBALANCES IN THE BELARUSIAN ECONOMY

Regular operations

o Oversight and auditing of
businesses by government
bodies;

* Risk of uncertainty over the
possible review of earlier of-
ficial decisions on company
registration and having to
operate within a complex
taxation system;

* Meeting the mandatory re-
porting requirements to sta-
tistical and other govern-
ment authorities;

* Meeting the product safety
and labelling requirements;

* Obtaining certificates of
product origin;

* Meeting government re-
strictions on price-setting
and rate of profitability

Market exit

© The market exit proc-
ess comprises 22 stag-
es, with no time limits for
their duration;

* Meeting requirements
on public notification on
company closure, nota-
risation of signatures of
the liquidation commis-
sion chairman and depu-
ty chairman;

¢ Covering the costs of
the market exit process
related to its duration,
scale of the business,
number of years in the
market, accumulation of
liquid assets in one ac-
count, etc.
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Small business plays
an important role

in the Belarusian
economy

as a producer

and supplier

of consumer goods
to the market
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Russian privatisation programme was highly contro-
versial because it was uncompetitive, intransparent,
and often resulted in blatant corruption. Once these
and other lessons of privatisation have been docu-
mented and analysed, various options for privatisa-
tion can be identified and debated by the Belarusian
public in order to identify the model that best reflects
society’s views and aspirations.

Dealing with the loss-making companies

In Belarus, different producers have contributed
to economic growth in different ways. Some of the
more successful firms have adopted advanced
technologies and become cost effective. These
competitive firms have generated high economic
growth rates as measured in constant prices. Many
others have continued operations, but have been
unable to renew their fixed and current assets
without government support. The share of such
unprofitable companies has been rising. An enter-
prise survey conducted in 2000 by the Institute of
Privatisation and Management [6], suggested that
about one-third of all enterprises received privi-
leged loans, 17% enjoyed preferential treatment
in tax payment and 20.2% received some form
of subsidy. Official subsidies, however, have re-
mained very low, at less than one per cent of the
industrial output [7].

The high share of loss-making companies and
firms enjoying preferential treatment is made pos-
sible by the redistribution of profits and taxes from
profitable to unprofitable firms. Already, 0.2% of the
most successful firms are contributing 40% of all
taxes to the consolidated budget. As a result, limited
development resources are being dispersed and
misallocated.

Accelerating the reform of loss-making and un-
profitable companies is a necessity. State support for
all loss-making enterprises was justified at the initial
stages of reform. It was intended to help them sur-
vive the shock of rapid changes in macroeconomic
policies and the collapse of the centrally planned
economy. Without such support, even potentially
competitive firms could have gone bankrupt. After
ten years, this support is no longer appropriate, as
the adjustment period is now over. Continuation of
such policies creates dependence and encourages
inefficiency. Some firms have been supported for
10—11 years with low-interest Government and bank
loans and have neither repaid the loans nor improved
their financial status.

Support should be provided only to companies
that have good chances of restructuring their pro-
duction to meet the market demand and resume
profitable operations. Bankruptcy and debt restruc-
turing procedures should be applied more broadly
10 enterprises with no chances of recovery. Such re-
forms, however, should be implemented in a gradual
manner to offset their potential social impact. For ex-
ample, more than 500,000 workers were employed
in loss-making firms in manufacturing, agriculture

and construction in 2001-2003. Blanket closure of
all unprofitable firms would clearly result in a sharp
rise in unemployment.

Priorities for the restructuring or closure of un-
profitable firms should be set depending on the rate
of their losses or profits. In the short run, the Gov-
ernment should discontinue loans that promote the
stockpiling of products, and put an end to the pur-
chase of product surpluses not intended for govern-
ment consumption or for maintaining the state re-
serves of food and other vital products.

Long-term solutions would involve the upgrad-
ing and modernisation of domestic firms. To this end,
itis critical to promote domestic and foreign invest-
ments, mostly in research-intensive and capital-sav-
ing economic sectors. Reducing costs and shedding
excessive workforce would make these companies
attractive for investment. Small and medium-sized
enterprises have great potential to create alterna-
tive productive employment, increase the econo-
my’s competitiveness and manage the social costs
of economic restructuring.

2.4. Improving the environment
for small business

Small-scale enterprise in Belarus dates back to the
days of Perestroika when the first co-operatives
emerged. As of late 2003, there were around 31,000
SMEs, including 28,500 privately owned firms.
The number of individual entrepreneurs reached
188,800. Today, small businesses employ 377,000
people. SMEs contribute 13.6 percent of all public
revenue. As shown in Table 2.4.1, SMEs have good
economic performance levels. On average, each
new SME generates an additional $23,000 in annual
public revenue.

Small business plays an important role in the Be-
larusian economy as a producer and supplier of con-
sumer goods to the market. By creating competition
to publicly owned retail outlets, small businesses have
helped put a downward pressure on consumer prices.
Innovation-driven SMEs can discourage talented
young researchers from emigrating from Belarus,
while rural SMEs can help increase rural incomes and
provide alternative employment to rural dwellers.

Small business could contribute to economic
growth by networking with large business firms. In-
ternational experience suggests that contracting cer-
tain managerial and manufacturing jobs out to SMEs
benefits both large and small firms. Such cooperative
ties, however, have not yet become common prac-
tice in Belarus.

The ability of small business to contribute to
economic development depends greatly on its regu-
latory environment. The Belarusian Government reg-
ulates business in ways that are common for most
transitional and industrialised nations, by determin-
ing the conditions for market entry, current opera-
tions and market exit (Table 2.4.2). Such regulation
is designed to protect consumers and employers,
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maintain public health and safety, and prevent fraud
and other potential abuses. The choice between
greater economic freedom and protection of con-
sumers and the public is difficult for any nation. In
Belarus, some forms of government control over
business may be too rigid and act as a constraint to
SME growth. The gains in economic development
from easing of these controls may far outweigh the
potential social risks.

Belarus needs to reduce the regulatory burden
associated with business registration, thereby easing
market entry for small businesses. The National Acad-
emy of Sciences Institute of Economics has estimated
that the total cost of registering a business and obtain-
ing the required government approvals run up to more
than $360. The registration and approval process
takes up to 70 days. Lawyers collect a fee of
$100-200 for services rendered. By contrast, starting
a business in Australia takes two days and costs an
insignificant amount of money. There are no fees for
starting a business in Denmark. High fees and long
procedures to start a business are mostly common
for the world’s poorest nations. Registering a busi-
ness in Haiti takes 203 days and the cost of starting
a business in Sierra Leone is more than twelve times
the average annual per capita income.

One administrative barrier to market entry is the
licensing of commercial activities. The Presidential
Decree No 17 «On the licensing of individual activi-
ties» has become a turning point. On the one hand,
the Decree simplified the procedure for obtaining a
license, while on the other hand, it required that in-
dividual entrepreneurs engaging in retail trade also
carry a license, which was not the case before. As
firms and private entrepreneurs are required to pay
the same fee for a retail trade license, this resulted in
greater expenses for private entrepreneurs.

The exit from the market can be as difficult as the
entry. If a company decides to close its operations,
even in the best-case scenario, it has to wait for four
months, pay 970 to 1,120 dollars as well as cover all
additional expenses, including rent and utility arrears.
The Parliamentary Committee on Economy, Budget
and Finance has drafted two documents — a Presi-
dential Decree and law «On the liquidation of legal
entities and the termination of activities of individual

Box 2.4.1
Implementing a regulatory policy in the Ukraine

The ongoing regulatory reforms in Western Europe, Canada, the United States and
other industrialised nations have greatly improved the environment for small business
development. In this respect, Ukraine remains ahead of all other CIS nations and has
been the first in this region to implement such reforms. The new regulatory policy’s
main priority is to reduce government intervention in entrepreneurial activity and to
eliminate excessive legal, administrative, economic and institutional barriers to busi-
ness. The aim is to create clear and transparent mechanisms enabling coherent and
targeted interventions, while minimizing the cost of such interventions. Less govern-
ment intervention in small business should ultimately remove the barriers to economic
growth. Total benefits from the new regulatory policy in 1998 — 2000 have been es-

timated by USAID at around $450 million.

Source: State Committee for Private Enterprise Development of Ukraine

entrepreneurs». If enacted, these documents would
reduce the administrative burden and waiting time,
and diminish the significant number of non-functioning
enterprises that formally did not exit from the market.
Given the conflicting nature of many administra-
tive procedures regarding the entry, exit and opera-
tions of economic entities, it would be appropriate to
adopt a requirement for interpreting all inconsisten-
cies in laws and regulations in favour of economic
entities. There is also a need to enact a law on the li-
ability of officials who cause economic entities to lose
profitability by failing to perform their duties properly.
The analysis of the status of SMEs and the in-
stitutional environment in which they operate leads
to a number of conclusions. First, a coherent policy
supporting SMEs is still lacking. Law-makers and the
Government only provide short-term remedies to
problems facing the SMEs, but do not address stra-
tegic issues. Second, the time has come for a much-
needed regulatory reform that would establish a pro-
ductive partnership between the authorities and the
private sector. The consultations and cooperation
of SME owners and authorities would give business
a voice in the policy making process. To make this
process sustainable, advisory councils need to be
created in the private and state sectors to provide a
platform for government officials and business people
to meet, discuss and vote or veto, if necessary, legis-
lative acts which slow down business development.
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CHAPTER 3

REGIONAL DISPARITIES

A country’s overall human development indicators
can conceal the fact that its different parts can have
very different levels of human development. Analysing
human development by region can provide a useful
tool to target development programmes and public
expenditure to areas where they are most needed.
This approach helps governments to focus on re-
gional equity when planning for development.

This chapter examines disparities between large
and small cities and between rural and urban areas.
Significant differences are revealed in incomes, em-
ployment, poverty and the development of the social
infrastructure. The chapter also explores environ-
mental conditions and risks facing different regions,
and analyses the unique circumstances of areas with
special development needs — the territory bordering
on the enlarged EU and the parts of the country af-
fected by the Chernobyl nuclear accident. Finally, it
considers the options for new regional development
policies linked to decentralisation.

3.1. Location of industry
and disparities among
urban settlements

Belarus’ urban settlements are classed into major
and large cities with populations of over 100,000,
medium-sized cities with 20,000 — 100,000 resi-
dents and small towns with fewer than 20,000 dwell-
ers. Major and large cities include Minsk and the
Oblast centres, and a number of cities located within
the Oblasts, such as Bobruisk, Baranovichi, Borisov,
Pinsk, Orsha, Mozyr, Polotsk, Novopolotsk and Soli-
gorsk. Over 80% of Belarusian cities are small. They
are home to more than one-half of the urban popu-
lation.

Throughout the post-war years, Belarusian
cities have developed as centres of industry. The
structure of industrial production has been inher-
ited in large part from the former Soviet Union. The
availability of surplus labour and a favourable geo-
graphic and economic position were some of the
key considerations in industry location decisions.
Such decisions favoured the Belarusian capital and
other cities, mainly in the central and Eastern parts
of the country.

At the regional level, the industry structure was
affected by the pre-1939 division of Belarus into the
Eastern part that remained within the former Soviet
Union and the Western part that stayed under Polish
rule. Thus, Brest and Grodno Oblasts in the West of
Belarus still contribute some of the largest portions
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of the nation’s agricultural output, while the Eastern
and Central parts of the country have high concen-
trations of industrial enterprises, many of which use
high amounts of primary inputs (Box 3.1.1).

The location of industry and the situation of in-
dustrial enterprises are some of the principle deter-
minants of variations in human development levels
across Belarusian urban settlements. Some of the
most significant disparities exist between large and
major cities on the one hand and small towns on the
other. Unlike large and major cities, small urban com-

o . , Small urban
munities have a limited base for economic growth. B
Their residents are facing disproportionate risks of ~ communities have
unemployment and poverty. a limited base
for economic

Formative enterprises
and mono-industrial cities

Many of the large enterprises built during the Soviet

growth. Their
residents are facing

era continue to employ a large proportion of urban disproportionate risks
residents, contribute a significant part of the local

public revenue, and maintain some of the urban in- of unemployment
frastructure. Due to their vital role in their cities, such and poverty

enterprises are defined as ‘formative’. Formative en-
terprises are facing a number of common challenges,
including production decline, the narrowing of export
markets, high debt and overdependence on primary
inputs. The difficulties of those enterprises result in
their unstable performance, leading to reductions in
output and even to closure. The resulting cuts in em-
ployment, increases in unemployment and the dete-
rioration of social services are posing great risks for
human development.

Box 3.1.1
The location of Belarusian industry

Minsk City, Gomel and Vitebsk Oblasts account for the highest proportions of the na-
tional industrial output (21.3%, 20.5% and 17.2%, respectively), while the correspond-
ing shares of the Mogilev, Grodno and Brest Oblasts are just 8.7%, 9.1% and 9.3%,
respectively.

Means of production represent more than one-half of industrial output in all sub-na-
tional administrative units except Brest Oblast, where the means of production constitute
41% of industrial output. In the Gomel and Vitebsk Oblasts means of production repre-
sent more than 80% of all industrial production, and consumer goods less than 20%.

Engineering is a well-developed sector in all Oblasts, except for Vitebsk, and is the
main industry in Minsk City. Food production and processing are significant contribu-
tors 1o the local economies of all the Oblasts, and constitute the economic backbone
of Brest and Grodno Oblasts. The economies of Vitebsk and Gomel Oblasts are domi-
nated by the fuel and energy sectors [1].

Source: Ministry of Statistics of Belarus
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Table 3.1.1
Rate of registered unemployment by Oblast and Rayon

Number of Rayon-level employment services registering the rate
of unemployment (as% of the economically active population)

<1% 1-2% 2-3% 3-4% >4%
Belarus 2 21 40 36 29
Brest Oblast = = 5 4 8
Vitebsk Oblast = 9 10 4 2
Gomel Oblast = = B 6 10
Grodno Oblast 1 9 9 = =
Minsk Oblast 1 2 8 1 2
Mogilev Oblast = = 3 1 7
Source: Labour Market Monitoring Data for 2003. Minsk: Main Division of Employment and Population Policy

of the Ministry of Labour and Social Protection of Belarus, 2004, p. 56

Box 3.1.2
Unemployment in mono-industrial cities

The unemployment situation is the most serious in mono-industrial cities and localities.
In Vitebsk Oblast, the highest official unemployment rates of 6.5 and 6.0% exist in the
urban-type settlements of Orekhovsk (the site of the hothouse market gardening firm
«Teplichny») and Osintorf (peat mining company «Osintorf»). In Mogilev Oblast, the cities
of Kostukovichi (the Cement Factory) and Krugloye (the Mobile Maintenance Equipment
Depot «<PMK — 266») and the district settlements of Tatarka (the peat mining company)
and Glusha (the glass factory) had similar unemployment ratios of 6.2%, 5.9%, 5.8% and
5.6%, respectively. Other mono-industrial settlements with high official unemployment
include Mikashevichi (Brest Oblast), 4.8%, Luninets (Brest Oblast), 4.7%, and Luban
(Minsk Oblast), 4.9%. The consistently poor performance of the local enterprises is the
main cause of unemployment in those communities. In addition, mono-industrial settle-
ments tend to have very static labour markets with a very narrow supply and demand for
labour. The problem is not just unemployment per se, but also its stagnant nature. The
list of communities with high unemployment rates has changed very little, and nearly all
of them are experiencing a rise in long-term unemployment.

Source: Labour Market Monitoring Study, 2003. Minsk: Employment and Population Policy Section
of the Ministry of Labour and Social Protection, 2004, p. 27

Although these risks are relevant to all urban
settlements, major, large and medium-sized cities
appear less vulnerable to them than small towns. In
large and major cities with well-diversified econo-
mies, unstable performance of some enterprises is
often offset by the successful performance of others.
Large and major cities also have a well-developed

Human development
in mono-industrial
cities depends

on the emergence
of new producers
and the expansion
of private initiative
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human capital, diverse capacities for innovation, and
significant financial resources. Medium-sized cities —
such as Novopolotsk, Mozyr, Soligorsk and Zhodino —
owe much of their relative economic prosperity to a
host of export-oriented producers of highly market-
able commodities such as petrochemical products,
potassium fertilisers, and mine trucks.

By contrast, small cities dependent on a small
number of formative enterprises are in a much more
precarious position. Of them, more than 70 settle-
ments with only one formative enterprise are the
most vulnerable. In many of these mono-industrial
towns, more than one-half of the work force work in
their only formative enterprise. Formative enterprises

employ 94,000 residents of mono-industrial towns
nation-wide. Many of these 94,000 are severely con-
strained in their choices of employment.

The scaling down of production, accompanied
by the closure and restructuring of formative enter-
prises, leads to layoffs and consequently, to unem-
ployment. For example, the restructuring of the glass
factory Neman (Grodno Oblast) is expected to make
redundant 15% of the current personnel. As of Janu-
ary 2004, the rate of unemployment in mono-indus-
trial cities was over 4%, as compared to the national
average of 2.3% (Box 3.1.2).

The decline of the formative enterprises is af-
fecting the upstream and downstream sectors. For
example, output reduction at the mineral extraction
firm in Mikashevichi created difficulties for the local
river port, also a formative enterprise for that local-
ity. Employment in the river port decreased from
483 personsin 1991 to 51 in 2004, or by more than
nine times.

The financial difficulties suffered by the industrial
enterprises have also affected the local social sec-
tors. Daycare centres are closing down, and sports
facilities, clubs and children’s summer camps are
lapsing into disrepair. Many people employed in
these facilities — of whom the majority are women —
are losing their jobs. The strong pressures to invest
in core production are causing many enterprises to
rid themselves of their social facilities. In most cases,
the local governments are gradually taking over the
ownership of such objects. Under the restructuring
plan of the glass factory «Neman» in Beryozovka, for
example, the city is expected to take over the enter-
prise-owned culture club, health resort and other
properties, along with some vital utilities such as the
heating station, which, in addition to the enterprise, is
serving the entire city.

The futures of the formative enterprises de-
pend on their ability to meet current market needs
by maximising the output of consumer goods, con-
struction materials, and equipment and supplies for
the metal, woodworking and food processing in-
dustries. Manufacturers of high-tech products and
equipment are also in a good position to achieve
dynamic development and growth. One way of re-
vitalising the crisis-ridden formative enterprises is
through investments in technological upgrading
and product diversification. On average, Western
manufacturers renew their production assets once
every five or six years in response to cost-cutting
pressures. In Belarus, many formative enterprises
have not replaced their equipment for 15 to 20
years. Most have reached a critical level of asset
depreciation, and are becoming increasingly un-
competitive.

The future of human development in mono-in-
dustrial cities depends not only on the sustainable
operation of their formative firms, but also on the
emergence of new producers and the expansion of
private initiative. To reduce the impact of unemploy-
ment and maintain the social infrastructure, the local
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authorities should develop and expand public works
schemes. Reliable financing of such projects could
be assured by devolving the management of the cen-
trally administered portion of the employment fund to
the needy regions and by designing special develop-
ment programmes for mono-industrial cities.

Unequal employment opportunities
in urban areas

From 2001 to 2003, the official rate of unemployment
rose from 2.1% to 3.1%. These national statistics
mask significant regional variations. The rate of reg-
istered unemployment is above the national average
in Vitebsk (4%), Gomel (3.5%) and Mogilev Oblasts
(3.6%). Official unemployment figures are the lowest
in Minsk City (1.6% as of January 2004) and Minsk
Oblast (2.9%), which benefits greatly from its proxim-
ity to the national capital. Brest Oblast experienced the
highest unemployment growth, from 1.7% to 3.8%.
The tightening of the entry requirements to Poland
caused many of the former shuttle traders to exit from
the market and join the ranks of the unemployed.
Significant disparities in unemployment are observed
across different Rayons (sub-regional administrative
units). As of January 2004, the official unemployment
ratewas 1 — 2% in 21 cities and Rayons; 3 — 4% in 36,
and over 4% in 29 Rayons (Table 3.1.1).

Unemployment in small cities is mainly the result
of an acute shortage of job vacancies (i.e. of surplus
labour). One reason is the unequal distribution of in-
dustrial enterprises and manpower. Scarcity of major
employers and high population concentration are the
main causes of high unemployment in small urban
settlements such as Yelsk (Gomel Oblast), Baran (Vi-
tebsk Oblast), and Luban (Minsk Oblast).

Major, large and medium-sized cities, on the
other hand, have higher rates of workforce partici-
pation in the labour market, and a much lower gap
between the number of unemployed and the number
of available job vacancies. In this respect, the labour
market situation is the most favourable in Minsk City,
where the number of vacancies roughly equals the
number of job applicants. The main contributor to un-
employment in major, small and medium-sized cities
is the skills and qualifications gap (Box 3.1.3). Low
workforce mobility and differences between job
seeker expectations and employer requirements are
some of the biggest reasons for the available job va-
cancies being left unfilled.

One potential source of alternative employment
is small business (for a more detailed discussion, see
Chapter 2). In Brest Oblast, small businesses cre-
ated over 9,100 jobs in 2003 and total employment
in SMEs 22,000. An additional 30,000 people were
working in the private sector as registered sole trad-
ers («private entrepreneurs»).

Employment policies should create productive
and high quality jobs, thereby contributing to eco-
nomic and social development. The rate of unem-
ployment should be maintained at acceptable levels
to avoid unnecessary social costs and disturbances.

REGIONAL DISPARITIES

3.2. Rural-urban disparities

Although Belarus is mostly an urban society, a sig-
nificant portion of its population lives in rural settlements.
As of January 2004, 2,803,000 Belarusians, or 28.5%
of the entire population, were rural dwellers. While the
residents of cities work mostly in non-agricultural sec-
tors, agriculture remains the main employer and source
of livelinoods for the rural population (Box 3.2.1).

Most rural settlements in Belarus are small, and
inthe 1999 population census, more than 70% of vil-
lages had fewer than 100 residents. Many small rural
settlements are disappearing from the geographic
map of Belarus.

Overall, the conditions for human development
are less favourable in villages than in towns and cit-
ies. A significant rural-urban gap in the living condi-
tions emerged in the Soviet era as a result of rapid

The main contributor
to unemployment

in major, small

and medium-sized
cities is the skills

and qualifications gap

Box 3.1.3
The gaps in the supply and demand for labour

Over 80% of the demand in regional job markets is for factory workers, while over one-
third of the unemployed are seeking office and specialist positions. There is a surplus
of drivers, especially in Brest and Vitebsk Oblast, chefs in Vitebsk and Mogilev Oblasts
and sewing machine operators in Brest and Mogilev Oblasts. All Oblasts have an over-
supply of accountants, economists, lawyers, technicians, technologists, and teachers.
At the same time, there is a near-universal shortage of medics, particularly in Gomel
and Mogilev Oblasts. Also in high demand are programmers, foremen and construc-
tion workers. Minsk City has an undersupply of sanitary technicians, milling machine op-
erators and electricians, while the markets of the other Oblasts have a surplus of these
professions. The agricultural sector has a constant unsatisfied demand for engineers,
technicians and skilled workers, including tractor drivers, cattle breeders and milking
machine operators.

Source: Labour Market Monitoring Study 2003. Minsk: Department of Population
and Employment Policies of the Ministry of Labour and Social Protection, 2004, pp. 22 — 23

Box 3.2.1
Regional disparities in agricultural production

Regional disparities in agricultural production are explained by differences in regional
economic specialisation, quality of farmland, climatic and environmental conditions, and
access to labour and commercial assets.

Significant regional differences exist in farmland quality, a key determinant of agricuttural
production. Cadastral land assessments reveal significant differences of up to 7.1 points
between Vitebsk and Grodno Oblasts in the ranking of farmland quality, and of up to 9.1
points in the ranking of cropland quality. Per capita, the amount of farmland is highest in
Vitebsk Oblast, and of cropland in Vitebsk and Mogilev Oblasts. Farmland and cropland
exploitation is the least intensive in Gomel Oblast. The share of cropland relative to to-
tal land area is the highest in the Mogilev, Grodno and Minsk Oblasts, and the lowest in
Brest and Gomel Oblasts.

Cropland availability per worker is highest in the Vitebsk and Mogilev Oblasts, twice
the level of Brest Oblast. Such disparities create difficulties in assuring timely comple-
tion of tillage activities in these two Oblasts, and are further exacerbated by a shorter
vegetation period by comparison with the Northwest.

The highest ratios of agricultural to total output are reported in Minsk Oblast (24.2%),
Grodno Oblast (18.2%) and Brest Oblast (18.1%), as compared to 12.3% in Mogilev
Oblastand 13.6% in Gomel and Vitebsk Oblasts.

Source: Ministry of Statistics and Analysis of Belarus
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Table 3.2.1
Urban settlements ranked by their birth rates, as of 2003

Birth rate (births per Number of urban settlements by Oblast

1000 population) Brest  Vitebsk Gomel Grodno Minsk  Mogilev
Low (below 9) - - 3 2 = 2
Medium (9 - 10) 6 13 13 10 9 13
Medium high (10 - 11) 9 4 4 4 9 6
High (over 11) 1 4 1 1 4 -

Source: Births, Deaths and the Natural Population Increase in Belarus in 2003: a Collection of Statistics
Ministry of Statistics and Analysis. 2004. Pp. 1 - 94

Figure 3.2.1
Rayons ranked by their rural birth rates, by Oblast
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Source: Births, Mortality, and the Natural Population Increase in the Republic of Belarus in 2003: Selected Statistics
Minsk: Ministry of Statistics and Analysis of Belarus, 2004

industrialisation and the fast growth of cities. Rural
settlements were behind cities in terms of housing
conditions, access to roads and transport, the qual-
ity of education and health, and the development of
personal services. Some government policies in-
creased those disparities. For example, when many
small villages were declared to be «unpromising» in
the 1970s and 1980s and scheduled for resettle-
ment, investments in their development were dis-
continued.

The rural-urban gap has widened during the
transition period. The demographic crisis has af-
fected villages more than towns and cities. The
rural-urban disparities in incomes have increased.
Rural employment is falling much faster than em-
ployment in urban areas. Agricultural farms have
been more affected by the economic and financial
difficulties of the transition period than industrial en-
terprises, and have thus been more limited in their
ability to maintain the social infrastructure in rural
areas. Finally, the shortage of professionals perpet-
uates the rural-urban gap in the quality of education
and health care.

The rural-urban gap
has widened during
the transition period

Rural and urban demographic trends

Belarus is living through a demographic crisis. Its
main attributes — including falling birth rates, dete-
riorating population health status, declining life ex-
pectancy and high premature mortality — are de-
tailed in Chapter 4. While being more or less typical
of all parts of the country, these negative trends have
been the most apparent in rural areas (Figure 3.2.1,
Table 3.2.1).

The development of industry and services and a
better living environment in cities have encouraged
rural-urban migration. As a result, urban population
grew by 41,400, or 0.6%, from 2001 to 2003. Be-
cause the majority of rural dwellers moving to cities
are young people at fertile ages, such migration has
distorted the age and gender structure of the rural
population. In rural areas, the proportion of the eld-
erly (32%) is nearly twice as high as in cities, while the
share of employment-age persons is down to 49%,
as compared to 65% in cities. There are 15% fewer
fertile-age women than fertile-age men in villages,
and 10% more fertile-age women than fertile-age
men in cities.

Migration out of rural areas has slowed down
somewhat in the last three years, owing to the de-
pletion of the rural demographic base. The excess
of deaths over births is responsible for 56 — 68% of
the rural population decline. From 2001 to 2003, the
number of rural dwellers dropped by 172,600 (or by
6.2%) nation-wide, by 9.1% in Vitebsk Oblast, 8.5%
in Mogilev Oblast, 4.7% in Minsk Oblastand 4.1% in
Brest Oblast. If the present trend persists, the rural
population may decrease by one-half within the next
twenty-five years.

Progressive increases in the death rate — from
13.510 14.5 per 1000 population in 2001-2003 alone —
are another sign of socio-demographic distress. Sig-
nificant regional variations are apparent. Minsk and
Vitebsk Oblasts had the highest mortality ratios (16.7
and 16.4 deaths per 1000 population), while Brest
Oblast had the lowest (13.9 per 1000). Even larger
disparities exist between the urban and rural mor-
tality ratios (10.7 and 23.9 deaths per 1000 popu-
lation, respectively, a difference of over two times).
Owing to differences in the age structure, cities
tend to have higher proportions of deaths at employ-
ment age, while rural settlements have a higher per-
centage of deaths at or above the age of retirement.

Population ageing is affecting all regions, caus-
ing the percentage of children to decrease and the
proportion of pension-age individuals to grow. Brest
Oblast has the youngest population, with the highest
proportion of children (19.9%) and the lowest share of
retirement-age individuals (21.2%). The ageing proc-
ess is the fastest in Grodno Oblast, where the propor-
tion of retirement-age individuals has reached 36%.
In Vitebsk Oblast, ageing has affected both rural and
urban populations. This is the part of the country with
the lowest child population (17.3%) and the largest
portion of retirement-age persons (23%).
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Regional disparities in population ageing are
even more apparent at the district level. The propor-
tion of working-age individuals was consistent with
the national mean of 45 — 50% in 36 rural administra-
tive districts, and was above this level in only 11 dis-
tricts. In the absolute majority of rural administrative
districts (64), the share of the working-age popula-
tion was below 45% (Table 3.2.2).

Ageing has not yet affected the regional la-
bour markets, as the declining ratio of the child to
retirement-age population was accompanied by an
increase in the number of employment-age per-
sons. Nation-wide, the proportion of employment-
age persons grew from 58.4% in 2000 to 60.6% in
2003. However, while the share of the population at
the age of employment has continued to rise in cities
(by 3.5% in 2001 — 2003), rural areas have begun to
see this ratio decline (by 0.4% over the same time
period).

Improvements in the demographic situation could
be achieved through sustainable economic growth
and effective social policy. Demographic recovery in
all regions could be secured by significant improve-
ments in the standards of living, restructuring of the
labour market, proactive income-generating policies,
improved access to high-quality health care services,
and enhanced family support.

Rural-urban disparities in employment

From 2001 to 2003, employment decreased in all
Oblasts except Minsk City. In Mogilev Oblast, emp-
loyment dropped by 6.8%, in Vitebsk Oblast, by 5.2%,
and in Gomel Oblast, by 3.2%. Urban employment
levels declined by 2 — 3% in Brest, Vitebsk and Minsk
Oblasts, and they were down by 5.9% in Mogilev Ob-
last (Table 3.2.2). Rural employment rates declined
by 9.6% in Brest and Mogilev Oblasts and by up to
12% in Grodno, Vitebsk and Gomel Oblasts.

Disparities in employment are the most apparent
between rural and urban settlements. Recent trends
in 2001 — 2003 have led to a gradual decline in em-
ployment in manufacturing and construction (by 6.5%
and 0.7%, respectively), and an increase in employ-
mentin the service industry (by 14.5%), transport and
communications (by 12.8%), housing and utilities
(by 11.2%), and the social sectors. The rise in urban
unemployment was partially constrained by govern-
ment subsidies, which enabled many of the key in-
dustries to avoid mass layoffs.

High labour market participation is typical of most
urban areas, ranging from 75% of the work force in
Minsk and Mogilev Oblasts to 80% in Grodno Oblast.
The situation is completely different in rural areas.
Agricultural reform contributed to the reduction of ag-
ricultural employment by a total of 22.4% from 2001
10 2003. At the same time, employment in manufac-
turing industries and construction grew by 5.6 and
37%, by 32.5% in transport and communication, and
by 19.5% in retail trade. The already limited employ-
ment choices in rural areas were further constrained
by the reduction of positions available in social serv-

REGIONAL DISPARITIES

ices. As a result, only 22.3% of rural employment in
2003 was in the social services sector, as compared
10 33.3% of urban employment (Figure 3.2.2).

The choices of rural employment are constrained
by a poorly developed industrial and social infrastruc-
ture, and an insufficiently diversified food processing
industry. Rural unemployment varies little across re-
gions. The reduction in formal agricultural employment
was offset by an increase in informal employment
at the household level and, consequently, by a rise
in private sector employment and self-employment.
Subsistence farming has been the most common
substitute for formal employment and a source of
alternative livelinoods for the rural population.
Few rural dwellers have sought formal registration
as unemployed, a trend exacerbated by a high degree

Disparities

in employment

are the most apparent
between rural

and urban settlements

Table 3.2.2

Rayons at the age of employment ranked by their share of rural,%
Share of Number of Rayons by Oblast

working age

population Brest Vitebsk ~ Gomel ~ Grodno  Minsk  Mogilev
Very low (< 40%) = = 3 2 = 2
Low (40 — 45%) 6 13 13 10 9 13
Medium (45 - 50%) 9 4 4 4 9 6
Medium high (> 50%) 1 4 1 1 4 -

Source: Population of Belarus: Selected Statistics for 2003. Minsk. 2004, p.22-65

Box 3.2.2
Regional demographic disparities

The Southeastern region — represented by Gomel and Mogilev Oblasts — has experi-
enced the longest period of demographic decline of an unprecedented magnitude and
scope. Since the Chernobyl nuclear accident, the population of Gomel Oblast has de-
creased by one-third, and of Mogilev Oblast by one-quarter. This reduction — akin to
the population losses suffered in World War 2 — led to a 40% decline in rural population.
Some of the most affected Rayons now have one-third or less of their original popula-
tion, mainly as a result of out-migration.

Continued natural population decrease is a major concern for the rural parts of the
Northern region, constituted by Vitebsk Oblast. This has been further exacerbated by the
ever-rising rate of urban depopulation, first recorded in 1993. Despite the more favour-
able environmental conditions, the North has the nation’s lowest birth rate and highest
mortality ratio. These trends cannot be explained by population ageing alone. Further
medico-demographic studies are required at the micro-level to identify and assess the
other contributing factors.

The Southwest (Brest and Grodno Oblasts) has not experienced major demographic
change, and has remained a region of general demographic stability. However, the nat-
ural population decrease rate has also been rising in this part of the couniry since 1995,
particularly among the rural population.

The central region — comprised of Minsk city and Minsk Oblast — is home to one-third
of the total population. It has the nation’s highest overall population density and the most
abundant labour resources. All of this makes it stand out from the other parts of the coun-
try. Differences in demographic statistics between Minsk City and its surrounding areas
have been narrowing throughout the 1990s. Population growth in Minsk City has slowed
down, while the population replacement indicators have deteriorated, as evidenced by
the consistent excess of deaths over births in recent years.

Source: B. A. Manak, E. A. Antipova. Belarusian Regions: Population Trends in the Late 20th Century
Sotsiologia Journal, 2003, issue 2, pp. 39 - 40
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Figure 3.2.2
Rural and urban employment by sector, 2003
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Figure 3.2.3
Share of the population living below the official
poverty line, including in urban and rural areas in 2003
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of isolation of the rural labour market, remoteness of
rural residents from employment offices and poor ac-
cess to transportation. As a result, rural labour sup-
ply is much lower than in cities (Figure 3.2.3). Of the
total number of unemployed registered with the Ob-
last employment offices in 2003, only 17% were rural
dwellers.
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Living conditions and social sector
development

Significant rural-urban imbalances exist in the devel-
opment of the social infrastructure. Cities have evolved
a diverse service sector, comprised of trade, personal
service facilities, as well as cultural establishments.
Rural areas have an underdeveloped social sphere,
and many of its facilities have been maintained — until
recently — by agricultural enterprises. Many social
service objects have been taken over by the local gov-
ernments from insolvent agricultural farms.

Cities are vastly different from villages by the
educational attainment level. According to the 1999
population census, the number of urban dwellers with
graduate and post-graduate diplomas was 176 per
1000, three times above the educational attainment
ratio for rural areas. Rural areas are thus facing an
acute shortage of young professionals.

Unprofitable rural stores have been replaced by
mobile retail outlets. Many rural bathhouses, laundries
and other similar service objects are also operating
at a low or negative profit. High depreciation of plant
and equipment and low energy efficiency are some
of the most notable causes. As of 2003, as many as
56.4% of the service firms were operating at a loss in
Mogilev Oblast. The number of service providers had
declined by more than one-half over the preceding
fourteen years, and the range of services they offer
is narrowing from year to year. To maintain access to
services, rural post offices are increasingly assum-
ing an intermediary role between the rural dwellers
and the Rayon-level service providers. They arrange
monthly doctor visits, offer help in filling prescriptions,
place orders for tailoring jobs, sell consumer goods
and even organise concerts. Diversification of the
rural service industry is constrained mainly by the low
buying power of the local residents.

Rural schools and kindergartens are closing down,
as a result of a decline of the child population. From
1991 to 2003, the number of preschool establish-
ments decreased from 2799 to 2132. The biggest
decrease was recorded in the Vitebsk Oblast.

Per capita housing availability is higher in rural
areas than in cities, averaging at 27.9 square me-
tres, as compared to 20.0 square metres in cities.
However, the quality of urban housing is far superior
1o rural settlements. Villages have a high amount of
empty or unutilised housing. The availability of empty
housing enables many farming enterprises to avoid
the high cost of new residential development by pur-
chasing and renovating the empty dwellings, many of
which are still in good condition.

The gaps in potable water quality are particularly
apparent. The portion of the population with access
o safe water ranges from 85% in small-sized cities
10 99% in large cities. At the same time, up to 70% of
the rural population rely on unprotected wells. Statis-
tics on access to sewage provide a similar picture of
rural-urban inequities. Only 15 — 20% of rural dwell-
ings have access to centralised sewage systems, as
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opposed to 70 — 90% of urban housing. Major rural-
urban gaps also exist in the provision of waste collec-
tion and disposal services.

Most settlements in Minsk, Mogilev and Grodno
Oblasts have natural gas. In Vitebsk Oblast, natural gas
is available in only 15 out of 21 administrative districts.
Rural and urban gasification projects are under way
in Brest and Gomel Oblasts. Lower energy needs,
relative 1o cities, create opportunities for the develop-
ment of alternative or renewable energy in rural
areas. The rural energy sector is increasingly reliant
on technologically advanced boiler houses, small-
scale hydroelectric power plants and other renew-
able energy sources.

The Government has implemented uniform stand-
ards to guide the development of the social sphere.
These criteria define forty-four minimum requirements
applicable to social services, transport and utilities. Itis
expected that such standards will be fully implemented
by the end of 2005 in all parts of the country, rural and
urban. In particular, the government is providing loans
for the renovation and repair of the existing service
facilities in villages and small-sized cities. Local em-
ployment offices are administering job creation funds,
which can be used to extend loans to business start-
ups. These policies are facilitating the growth of the
rural private sector, particularly in retail trade and per-
sonal services. Many such private enterprises are al-
ready competing successfully with the outlets run by
consumer cooperatives.

Disparities in incomes and poverty

The poverty situation remains rather serious. The
main problem appears to be the emergence of de-
pressed areas, or pockets of poverty, amid the rela-
tively well-off communities (Box 3.2.3). The ratio of
the population living on less than the minimum sub-
sistence level varies significantly by region, from
10.4% in Minsk City to 45.6% in the rural parts of
Mogilev Oblast, a difference of more than four times
(Figure 3.2.4).

Significant disparities in poverty prevalence exist
between rural and urban settlements. The share of the
population with incomes below the minimum subsist-
ence level varies in cities from 21.5% in Vitebsk Oblast
10 34.7% in Mogilev Oblast, and in rural areas from
29.4% in Minsk Oblast to 45.6% in Mogilev Oblast.

The rural parts of Gomel and Mogilev Oblasts
have the highest poverty rates. The gross average
salary in agriculture and forestry in 2003 was just
135,900 roubles in Gomel Oblast and 130,000 rou-
bles in Mogilev Oblast, while the national minimum
subsistence level per adult equivalent was 105,300
roubles. Wage arrears caused by the difficult financial
situation of many agricultural enterprises further ex-
acerbated the poverty problem. As a result, 5.8% of
the population in Gomel Oblast and 4.8% in Mogilev
Oblast are living on less than one-half of the mini-
mum subsistence level. Gomel and Mogilev Oblasts
also have high hidden unemployment and are expe-
riencing an outflow of skilled professionals.

REGIONAL DISPARITIES

Poverty is of medium relevance to multi-indus-
trial cities where broadly diversified economies and a
significant private sector expand the income-earning
opportunities for their residents. These cities benefit
from rising private incomes, high education attain-
ment levels, ownership of property and assets such
as cars, summer houses or garages, and a well-de-
veloped social sphere.

The least problematic in terms of poverty are the
national capital and Oblast centres (Minsk City, Brest, Vi-
tebsk, Gomel, Grodno and Mogilev) and some medium-
sized cities — such as Borisov, Baranovichi, and Bobruisk.
By virtue of high economic and socio-cultural develop-
ment levels and high educational attainment, these cities
account for over 50% of all industrial employment and a

The ratio
of the population
living on less than

similar proportion of industrial output. They are also home the minimum
to the majority of educational and academic researchin-  subsistence level
stitutions and pultural establishments. . varies significantly
Poverty is being addressed through a variety of .
by region

programmes, including private enterprise develop-
ment, rural recovery, social protection, family support,
housing construction, and education and health
services. Social benefits and privileges are provided
on the basis of categorical criteria. Entitlement to
such supports is extended by law to over 50 different
population groups comprising more than 60% of the
total population.

In sum, the main sources of regional disparities
in poverty prevalence are low rural incomes and a
large number of small-sized urban settlements with

Box 3.2.4
The official approach to poverty measurement

The official approach to poverty measurement is based on the ‘absolute poverty’ con-
cept. The accepted poverty indicators include the minimum per capita subsistence
budget, and the number and ratio of the population with disposable incomes below the
minimum subsistence budget.

The minimum subsistence level represents the cost of goods and services meeting
the individual’s minimum physiological requirements and non-food needs, including
clothing, footwear, household goods, medicines, self-care items, housing, utilities
and transport costs, and kindergarten fees.

The quantities of such goods, and the minimum subsistence level for various socio-
demographic groups, are estimated on the basis of consumption norms determined
by academics and government experts in consultation with the national associations
of employers and trade unions.

Source: Republic of Belarus Law «On the Minimum Subsistence Level in Belarus».
National Legal Register, 5(1999), pp. 7 -8

Box 3.2.3
Regional income disparities

The concentration of industry, banking, government and small businesses in Minsk and
other large cities have turned these cities into areas of relative economic prosperity. The
average salary in these cities has exceeded 250,000 roubles. Elsewhere, where jobs are
far less numerous, the monthly salary has hovered around 170,000 — 180,000 roubles.
In rural areas, salaries are two to three times below the average for cities, and some 50%
of rural dwellers are living below the national subsistence level.

Source: Ministry of Statistics and Analysis of Belarus
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Box 3.3.1
Regional environmental threats

Radioactive contamination. Radioactive contamination affects one-fifth of the Bela-
rusian territory and up to one-seventh of its population. It is felt the most acutely in the
Gomel Oblast, where the contaminated zone represents two-thirds of the land area
and where three-quarters of the affected population reside. Radioactive contamina-
tion is also a significant problem for the Mogilev Oblast, where one-third of the land
area and one-ninth of the population have been affected.

Air pollution. Between 2000 and 2003, high and very high pollution levels were record-
ed annually in 30 — 50% of the monitored cities. The situation was the most serious in
Gomel, Mozyr and Grodno.

Water pollution. According to various estimates, samples from some fifty to eighty per-
cent of water wells have high levels of chemical pollution (mostly with nitrates), and high
levels of microbiological contamination may exist in up to one-third of the water wells.
Water contamination levels are persistently high in the River Svislotch below Minsk
City. Such pollutants as ammonium nitrogen, iron, copper and phenols have been
discovered in water samples from all monitored water bodies, exceeding the maxi-
mum permitted level by up to fifteen times.

Toxic waste accumulation. The continuing accumulation of toxic waste in industrial sites,
and improper waste disposal are major sources of environmental threats. Recently, toxic
waste stockpiles stabilised at around 250,000 tons. About three quarters of the waste
stockpiles are located in the Gomel Oblast.

Ecosystem deterioration caused by land drainage. Land drainage is performed on one-
seventh of the Belarusian territory. It leads to direct landscape alterations, river bed
rectification, the elimination of indigenous plants and the lowering of the ground wa-
ter levels. The Brest Oblast is the most affected. Drainage projects are carried out on
one-fifth of its territory, and irrigated land represents 30% of a vast area occupied by
five adjacent Rayons.

Environmental damage from mineral extraction. Mineral extraction leads not only to
landscape alteration but also water and soil salinisation, especially in areas affected
by the waste deposits of the potassium salt mining corporation «Belaruskaliy». Tens of
thousands of hectares have been subjected to such damage.

Peat bog soil destruction is caused mainly by excessive mineralisation resulting from in-
tensive farming. The most affected regions are Minsk, Brest and Gomel Oblasts, where
the proportion of peat bog soils exceeds the national average of 4.6% by 2.3, 1.7 and
1.6 times, respectively. Up t0 9.4% of the cropland is affected by soil erosion. The
Grodno and Mogilev Oblasts are the most affected. There, the proportion of eroded
soilsis 1.4 and 1.2 times above the national average.

Man-made environmental disasters. A large number of industrial sites are at risk of a
major explosion, fire or a sizeable release of dangerous chemicals that can affect nearby
population. Such risks are the highest in the Vitebsk and Grodno Oblasts, where two of
the most dangerous (class A) sites are located — the petrochemical corporation «Polimir»
and the Grodno fertilizer company «Azot».

Proximity to nuclear power plants (Ignalina in Lithuania and Chernobyl in Ukraine).
This risk is faced by the population of the Gomel and Vitebsk Oblasts, parts of which
are located in the 30-kilometre zone around these sites.

Source: The State of the Natural Environment in Belarus. Ekologicheskiy Bulletin
Minsk: Minskproyekt Institute, 2004, pp. 258 — 261

low levels of socio-economic development. Policies to
increase rural incomes should include:

e |ncome support programmes for agricultural
producers, including tax reduction and debt re-
structuring;

e Development of SMEs in both rural and urban
areas;

e [ncreasing the share of property incomes
(e.g. dividends from stocks, land and property
shares);
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The efforts to eliminate the regional inequalities in
socio-economic development should involve:

e Establishing a development project fund for the
poor regions financed from private sector con-
tributions and ministerial and enterprise innova-
tion budgets;

e Merging the national and regional capitals and
large cities, with the adjacent rural districts, into
single administrative units. In this way, portions
of the urban budgets and rural land resources
can be utilised for the benefit of rural and urban
development.

e Targeting the largest rural settlements for so-
cial and utilities development programmes to
bring those sectors up to the level of the urban
areas. Social services and utilities for the re-
maining settlements should be provided from
bases in these «nuclear» villages and district
centres.

3.3. Regions in special development
circumstances

Due to a small area size of 207,600 square kilo-
metres and relatively uniform natural and climatic
conditions, Belarus has few major environmental
disparities. However, certain differences in land-
scape form the basis for Belarus’ subdivision into
five natural regions:

e The lake region (Poozerye, 46,700 square kilo-
metres). the Northern part of the country domi-
nated by glacial lakes, plains and undulating
moraine hills;

e Therolling hills and plains region (Belorusskaya
Gryada, 50,300 square kilometres): the highest
elevated area with a mostly hilly relief, covering
the central and Western parts of the country;

e The Dnieper valley region (Pridneprovye,
15,100 square kilometres): a flat area with the
most fertile soils;

e The wooded lowlands region (Polessye, 58,100
square kilometres): the largest natural region
occupying the South of the country, with a
mostly flat alluvial surface;

e The glacial moraine plains (Predpolesye,
37,400 square kilometres): flat areas with mo-
raine sand and fluvioglacial landscapes.

Environmental conditions specific to these five natu-
ral regions explain some regional variations in eco-
system capacity to absorb the impact of human ac-
tivity. Brest and Gomel Oblasts, located mostly in the
low-lying Polessye region, are sensitive to ground-
water contamination [2]. Vitebsk Oblast faces an
elevated risk of soil erosion, caused by the low per-
meability of the loamy and clay soils in the Poozerye
region. The parts of Grodno and Minsk Oblasts within
the Belorusskaya Gryada region are vulnerable to
«sheet wash» soil erosion owing to the great length
of the region’s hilly slopes and the grainy structure of
its loamy soils. The Southeastern part of Minsk Oblast
and the West of Mogilev Oblast in the Predpolesye
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region are sensitive to ground water pollution. The
fertile forest soils of Mogilev Oblast in the Pridne-
provye region are at risk of linear erosion.

As economic enterprises and other business
entities are distributed unevenly across Belarus, they
have a significant role in determining regional eco-
logical disparities. Their nature and sources are dis-
cussed in Box 3.3.1 and in Appendix 3.

The Chernobyl zone

The effects of the Chernobyl nuclear accident on 26
April, 1986 are a major contributor to regional dis-
parities. As of January 1, 2003, some 42,000 square
kilometres were radioactively contaminated, repre-
senting approximately one-fifth of the Belarusian ter-
ritory. As of January 1, 2004, the population of the
contaminated zone was around 1.5 million, or 15%
of the total population.

The affected areas are broadly dispersed and vary
greatly by the level of contamination (Tables 3.3.1 and
3.3.2). Most of the contaminated territory (93.1%) and
its population (97.3%) are located in Gomel, Mogilev
and Brest Oblast. Gomel Oblast, the worst affected of
the three, has 63% of the contaminated territory and
78% of the total population residing in the affected
areas. The size of the affected areas in Grodno and
Minsk Oblasts is relatively insignificant, while Vitebsk
Oblast has been practically unaffected.

At the subregional level, 52 out of 118 Rayons
(sub-national administrative units) have been fully
or partially contaminated, including 20 out of 21 in
Gomel Oblast, 14 out of 21 in Mogilev Oblast, 4 out
of 16 in Brest Oblast, ten out of 22 in Minsk Oblast,
three out of 17 in Grodno Oblast and one out of 21 in
Vitebsk Oblast. In Gomel Oblast, the contaminated
zone includes two large cities — Gomel and Mozyr.
Fourteen Rayons with the highest levels of radioactive
contamination constitute the core of the Chernobyl
zone, including ten in Gomel Oblast (Bragin, Buda-
Koshelevo, Vetka, Dobrush, Yelsk, Korma, Loyeyv,
Narovlya, Khoiniki and Chechersk) and four in Mo-
gilev Oblast (Kostukovichi, Krasnopolye, Slavgorod,
and Cherikov). These Rayons are classified in the
General Area Planning Guide as a special needs ter-
ritory requiring a distinct government approach to its
development. Two heavily contaminated Rayons in
the Brest Oblast — Luninets and Stolin — can also be
referred to this group.

Sustainable human development in the contami-
nated areas is affected by the long-term impact of radi-
ation on all aspects of human life, including health and
the standards of living. Differences in the size of the
contaminated area and levels of contamination, cou-
pled with the lack of regionally disaggregated statistics,
make it difficult to isolate the contribution of radioactive
contamination to regional disparities. As suggested by
the available general demographic, social and eco-
nomic data presented in this Report, the effects of the
Chernobyl accident are distributed unequally across
Belarus. Some cities and villages have been heavily
affected, while others are relatively better off.

REGIONAL DISPARITIES

The most contaminated parts of Gomel and
Mogilev Oblasts have above-average rates of natu-
ral population decrease and out-migration. They also
have unusually low life expectancy rates, abnormally
high morbidity and a highly distorted population age
structure, particularly in rural areas. Above-average
unemployment and poverty prevalence ratios, low in-
comes and poor access to social services and basic
utilities are also a common problem in the affected
areas, particularly for small-sized urban and rural set-
tlements. Life expectancy was 68.3 years in Gomel
Oblast and 67.3 years in Mogilev Oblast, as opposed
to the national average of 68.5 years. Compared with
the national unemployment rate of 3.1%, unemploy-
ment was 3.6% in the Mogilev Oblast and 3.5% in
Gomel Oblast. Gomel and Mogilev Oblasts have the
nation’s lowest and second-lowest average wages in
the agricultural sector.

The impact of Chernobyl on regional socio-eco-
nomic disparities is even more obvious at the Rayon
level. From 1989 to 2003, the total population of
Gomel Oblast decreased by 9.7% and rural popu-
lation by 25.5%, while the total population of the
Bragin Rayon of that Oblast dropped by 36.8% and
rural population by 40%. Total and rural population
declined by 43% and 51% in Vetka Rayon and by
40% and 55.6%, respectively, in Narovlya Rayon. In
2008, the rate of unemployment was 10% in Kras-
nopolye Rayon, 6.4% in Kostukovichi Rayon, 4.8% in
Slavgorod Rayon and 4.3% in Cherikov Rayon, while
the average for Mogilev Oblast was 3.6%.

Previous policies on Chernobyl included reset-
tlement, compensation and social assistance meas-
ures, along with improvements of the natural gas and
water supply, clean-up measures in agriculture for-
estry, and housing construction. For example, in the
first eighteen years since the accident, 66,120 apart-
ments and houses had been built for 137,000 reset-
tled persons, and 239 settlements had been estab-
lished in the clean parts of the country.

As the current radiation levels have been de-
clining, and new technologies enabling competitive
production of clean agricultural produce become

Table 3.3.1

The main sources
of regional disparities

in poverty prevalence

are low rural incomes

and a large number

of settlements

with low levels

of economic
and social
development

Size of the contaminated territory by Oblast at 1 January

(km?2, thousands)

Belarus  Brest  Vitebsk Gomel Grodno  Minsk
Contaminated . g 36 002 263 14 15
territory
% of total 201 12 0.04 65.1 56 36
By level of con-
tamination
1-5 Cu/km? 297 35 0.02 174 14 15
5-15 Cu/km? 77 0.2 0.0 5 0.0 0.01
15-40 Cu/km? 2.5 0.0 0.0 17 0.0 0.0
> 40 Cu/km? 19 0.0 0.0 15 0.0 0.0

Mogilev
9.0

309

6.0
18
08
04

Source: National Centre for Radiation Control and Monitoring under the Ministry of Environment of Belarus
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Table 3.3.2

Population of the Chernobyl zone by radiation exposure dose
by Oblast, at January 2004 (persons)

Belarus
Affecteq %
population
% of total 149
By exposure
dose
< 1mSv 1202362
1-5mSv 204802
>5mSv 15793

Brest  Vitebsk Gomel Grodno  Minsk  Mogilev
148,287 31 1142201 23125 16407 132,906

10.1 0.0 79 20 11 14
126915 3 A4 22,852 13,476 89,934
21372 1774% 213 2,931 42,770
15591 o o 202

Source: National Centre for Radiation Control and Monitoring of Belarus

Most

of the remaining
population

in the affected areas
are willing

to live there,

and some former
residents have been
returning
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available, the policy priorities are changing. Most of
the remaining population are willing to live there, and
some former residents have been returning. To en-
sure that their needs are addressed, the emphasis is
put on the socio-economic rehabilitation, achieved
through job creation, improvement of the housing con-
ditions, the modemisation of equipment and technolo-
gies, and the enhancement of the working and living
environments. These human development objectives
are interlinked and should be addressed holistically.

The approaches to comprehensive radioeco-
logical and socio-economic rehabilitation have been
developed in Belarus since the late 1990s. They have
materialised in a range of international programmes,
such as «Cooperation for the Rehabilitation of the
Chernobyl-affected Areas of Belarus», or CORE.
These approaches have been reflected in national
long and medium-term development programmes,
notably, the National Sustainable Development Strat-
egy up until 2020, and the Draft Concept of the State
Programme on Minimising the Consequences of the
Chernobyl Nuclear Disaster from 2006 to 2010 and
up until 2015.

The Draft Concept and the National Sustainable
Development Strategy — 2020 share one limitation:
they lack a regional dimension and ignore to some
extent significant environmental, economic and
social differences across the five Oblasts. The na-
tional policies on incomes, health, and the living en-
vironment, should be targeted to the needs of each
particular community. Consideration of the local
needs of the affected Oblasts, administrative districts
and communities would improve priority setting, and
lead to better resource allocation by linking it to the
needs and competitive advantage of each affected
territory.

The EU border areas

From 1939 to the break-up of the USSR, the state
border coincided with the boundaries of two out of
six Oblasts (notably, Brest and Grodno Oblast) and
six out of 118 Rayons. The outer borders of the re-
maining administrative units were internal, and, con-
sequently, fully open to the movement of people,
goods and services.

The situation has changed radically since inde-
pendence. Today, five Oblasts and forty-four Rayons
share a common border with the neighbouring states —
Latvia, Lithuania, Poland, Russia and Ukraine. The bor-
ders with Russia and Ukraine remain relatively open,
despite a number of economic and administrative re-
strictions introduced in the early 1990s. Changes on
the borders with the other states have been more con-
troversial mainly as a result of the recent accession to
the EU of Lithuania, Latvia and Poland.

The introduction of visas by these three states
has made the Belarusian border with those countries
significantly less transparent. Some regions have
been affected more than others. The formal border
with Poland had existed before, and visas became
just another barrier to crossing it. The borders with
Latvia and Lithuania, however, appeared only re-
cently. The introduction of visas added to the major
hardships already suffered by the people who had
been abruptly separated by these new lines of divi-
sion. As a result, many of the earlier economic, cul-
tural and familial and personal ties that had built up
over decades and even centuries have been strongly
affected, or even ceased to exist. Highways, power
transmission lines and other infrastructure objects on
the borders with Lithuania and Latvia are deteriorat-
ing. Many have been dismantled or destroyed.

The areas of Belarus that border on Latvia, Lithu-
ania and Poland also have a number of advantages
related to their proximity to the EU. The benefits in-
clude the opportunity to access a larger, more abun-
dant, more stable and more transparent market of
the European Union, regulated by a single set of
rules rather than by multiple national laws. All of this —
all else equal — would significantly improve the op-
erating conditions for East European and Belarusian
firms in European markets.

The development of cross-border partnerships
and cooperation within the Euro-regions, partici-
pation of the local communities in the city twinning
movement, and other forms of international coopera-
tion, would help maximise the benefits of EU enlarge-
ment for the border areas.

To improve Belarus' participation in these part-
nership programs, it is critical to fully restore and
revitalise productive relations with the European
Commission and other EU institutions, including on
issues related to regional-level partnerships between
Belarus and the EU. A joint effort is needed to trans-
form our common borders from a zone of division to
one of integration. A first step in this direction would
be to develop — in partnership among the relevant
Belarusian, Russian, Ukrainian and EU institutions —
a set of common, transparent and equally acceptable
legal norms governing cross border trade, and partici-
pation in the Euro-regions. This should eventually help
reduce barriers to the movement of people, goods,
capital and services across national boundaries [4].

Belarus already has the capability to participate in
three neighbourhood programmes initiated by the EU:
the Baltic Sea Programme, the Poland — Ukraine —
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Belarus Programme and the Lithuania — Latvia — Be-
larus programme. It is also willing to contribute to the
design and implementation of future neighbourhood
programmes that would promote cross-border cul-
tural, economic, educational and other cooperation,
simplify the visa regime, facilitate construction and
improvement of the border checkpoints, support the
development of the transport and communication
infrastructure, and help combat international crime,
such as trafficking in drugs, people, and weapons.

3.4. Strengthening local governance

Human development can be accelerated if a proper
balance of decision-making power is found between
the central and local government. When control from
the centre is excessive, a timely, innovative and flexible
management of the local issues is often difficult. Im-
provements can be achieved through the process of
decentralisation, or delegation of more decision-mak-
ing power to the local level.

In Belarus, decentralisation faces a number of
challenges. First, the distribution of mandates and fin-
ancial authority among the national, regional and local
levels reveals that no level of government has legally
defined limits of authority or guaranteed amounts of
financing. As local governments are responsible for
provision of a wide range of services, their mandates
are frequently not matched by appropriate resources
and a legal entitlement to generate revenues for their
local budgets.

Second, a strong executive power structure or-
ganised in a top-down manner and reporting directly
1o the President undermines the accountability of the
executive branch to locally elected people’s repre-
sentatives. High administrative dependence of the
local power on higher-level authority is distorting the
essence of local self-rule.

The strengthening of local autonomy could be
achieved through a clear division of authority be-
tween the local and central levels of government.
Defining the areas of joint and exclusive responsibil-
ity for each level of the government is the key. In the
Belarusian context, Rayon and Oblast level authori-
ties would be in the best position to deliver social and
environmental services. As a result, decisions
affecting the human development conditions would be
made at a level that is closest to citizen. Sectors requir-
ing common standards and national-level regulations,
such as education, health and employment should be
managed at the national level, where strategic regional
development decisions should be made.

The local level should be comprised of an ex-
ecutive and an elected representative body, which
is common practice in European states. A flexible
mechanism of interaction between them should be in
place, combining accountability to the local citizens
and upper levels of government.

The local authorities should be given greater
powers of revenue generation and budgeting. The
number of programmes and activities financed by

REGIONAL DISPARITIES

the local authorities has increased, which is a posi-
tive development. However, this process is still not
a genuine decentralisation, but merely a devolution
of responsibilities as the centre keeps control of the
budget revenues. In 2003, the share of central gov-
ernment subventions in the local budgets varied from
10.5% in Mogilev Oblast to 29.7% in Grodno Oblast
(Table 3.4.1).

Beyond financial autonomy, a transparent and
clear formula regulating central budget transfers to
the local level should be developed. Currently, all
Oblasts have roughly similar per capita public ex-
penditure, with the exception of Minsk city, where it
exceeds the national average (Table 3.4.2).

Disparities are the greatest at the district level.
For example, per capita public expenditures in some
Rayons of Brest Oblast are roughly 40% below the
national average. These disparities can be explained
by a difference in local demand for services in rural
and urban areas as well as by the unequal distribu-
tion of communal properties, which imposes differ-
ent maintenance costs on the local governments.
Different Oblasts have different revenue bases as
well. In 2003, the average share of the locally gen-
erated budget revenue in Grodno Oblast budget
was 51.6%. The disparities in the revenue bases of
the Rayons of this Oblast are significant: Svisloch,

Table 3.4.2

Local governments’

mandates

are frequently
not matched
by appropriate
resources

and a legal
entitlement

to generate revenues

Per capita public expenditure by Oblast relative to the national

average in 2001 — 2003 (%)

Oblasts 2001 2002
Brest 87.8 86.3
Vitebsk 934 9.5
Gomel 101.4 9.5
Grodno 89.4 105.4
Minsk 913 9.3
Mogilev 94.3 96.5
Minsk City 1343 1222

2003
852
943
991
964
946
941

1290

Source: Calculated based on reporting to the Ministry of Finance (form «Budget execution reports by Oblasts and

Minsk City» for 2001, 2002, 2003

Table 3.4.1

Ratio of government subventions to Oblast-level budgets in 2003, (%)

Oblasts

Ratio of government subventions

in the Oblast-level budgets, %

Belarus
Brest
Vitebsk
Gomel
Grodno
Minsk
Mogilev
Minsk City

Source: Ministry of Finance of Belarus

16.9
233
194
218
297
18.9
105

41
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Ostrovets and Ivye Rayons had 17.0, 22.0 and 22.9%
of their budgets generated locally, while Grodno and
Volkovyssk Rayons were able to generate 55.4% and
67.3% respectively.

Decentralisation should not only minimise the
existing imbalances, but also create incentives for
local governments to improve the quality of services,
expand the local revenue base, find local innovative
solutions addressing specific local needs as well as
increase the efficiency of local public spending.

At least three major conditions have to be met
to ensure that decentralisation promotes human
development at the local level. First, it is necessary
to eliminate the obstacles affecting the capacity for

local decision making. This can be done by iden-
tifying and reforming those areas where planning,
decision making and actual service delivery func-
tions can be delegated to the local authorities. Sec-
ond, once these areas are identified, the legal frame-
work should be adjusted, and more power should be
delegated to the local level. Since itis impossible to
start providing better services at the local level needs
without adequate financial resources, decentralisa-
tion should be supported by increasing the revenue
generating capacity of local budgets. Third, success-
ful decentralisation is possible when civil society in-
stitutions are strengthened and local democracy is
developed.
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CHAPTER 4

DISPARITIES IN HUMAN CAPITAL DEVELOPMENT

People’s choices can be constrained by poor stand-
ards of living, unequal income distribution, barriers to
receiving education, high morbidity and a low life ex-
pectancy. Eliminating disparities in human capital is
therefore an important goal for Belarus. This chapter
explores a wide range of such disparities related to
demographic trends, delivery of health and educa-
tional services, and gender inequality. It provides rec-
ommendations on how to address these obstacles to
human development.

4.1. Demographic imbalances: causes
and responses

The population of Belarus grew throughout the post-
war period up until the early 1990s, but the rate of
such growth has been falling since the 1970s. The
mortality rate first exceeded the birth rate in 1993,
signalling the start of depopulation, a new stage in
Belarus’ demographic development. After more than
ten years, deaths continue to exceed births, lead-
ing to a population decline despite net immigration.
From 19983 to 2004, the total number of deaths to-
talled 1,647,100, and births 1,152,000. Since 1993,
therefore, the Belarusian population (including net
immigration) has decreased by 434,500 to a total of
9.8 million as of January 2005.

The number and proportion of persons over the
age of employment has been rising steadily. As of
January 2004, the share of the population aged over
65 was 13.2%, up from 10.4% in 1989. A population
is considered old if this share is over 7%.

A growing elderly population means that each
employed person’s salary has to support more peo-
ple. Rising numbers of the elderly are also applying
increasing pressure on pension support, health care
and long-term care costs.

The younger population is declining, posing an-
other problem. The number of childrenaged 0 — 15
has fallen by 374,300 since the last census in 1999,
from 21.2% of the total population in 1999 to 17.8%
in 2004. The drop in the number of children below
ten years of age has been particularly steep, as
seen from the narrow base of the population pyra-
mid shown in Figure 4.1.1. This decline is attributed
to the reduction in birth rates during the 1990s. The
declining child population will inevitably affect future
birth rates.

The difficulties of the economic transition have
taken a heavy toll on population health, and contrib-
uted to the population decline. From 1990 to 2003,
total morbidity rose by 36.8%. The growth in morbidity
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from blood and hematogenic, mental, musculoskel-
etal, and congenital diseases has been particularly
high. Diseases of the nervous system and sensory
organs are also widespread. They are the third most
prevalent disease type, more common than infec-
tious and parasitic diseases. Stress is a major cause
of nervous and sensory organ diseases.

Heavy drinking and drug dependence remain
serious social problems. In 2002, per capita an-
nual alcohol sales averaged 9.7 litres. According to
WHO criteria, per capita alcohol consumption above
eight litres is considered dangerous. As of Decem-
ber 2002, the number of registered patients with al-
cohol-related problems exceeded 150,000. Alcohol
psychosis cases have more than tripled since 1990.

Mortality from tuberculosis, syphilis and AIDS is
another major health problem. The number of diag-
nosed cases has grown significantly since the start
of the 1990s. Tuberculosis cases grew from 3,100
in 1990 (29.8 cases per 100,000 population) to
5,100 (51.7 cases per 100,000) in 2003. From 1990
to 1995 the incidence of new syphilis cases rose by

Figure 4.1.1

The declining child
population

will inevitably
affect future birth
rates

Belarus: the population pyramid as of January 2004

Age

f 100
Males

90

80 —

I
Females

L 70

f— 60 T

b 50

c 40

g 30

= 20

ThousFmds T 0

7 Thoupands

100 80 60 40 20 0 0 20 40 60 80 100

Source: Ministry of Statistics and Analysis of Belarus

39



Figure 4.1.2
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56 times, from 2.7 to 150.6 per 100,000 population.
Despite a more than threefold decrease in the syphi-
lis rate from 1995 to 2003, it still remains close to
epidemic levels, at 48.7 cases per 100,000. AIDS
transmission is even more rapid. The number of HIV-
infected persons grew from 113 in 1995 to 1021 in
1996 and to 5485 (including 31 children) in Decem-
ber 2003. Cancerous tumour prevalence is also ris-
ing steadily. The number of newly diagnosed cancer
cases increased by 29.0% from 1990 to 2003.

The rapidly rising morbidity rates and the spread
of chronic diseases result in low life expectancy. In
2003, life expectancy was 68.5 years, (62.7 years for
men and 74.7 years for women). The life expectancy
dynamic reflects changes in the quality of life and
trends in health behaviour and health attitudes, and
has improved very little over the past twelve years.
Recently, Belarus has implemented a range of poli-
cies to reduce morbidity and mortality and strengthen
support for families with children (see Appendix 4).

Migration and the brain drain

Migration patterns have changed significantly over
the last decade. The 1990s brought new challenges,
including emigration from the CIS and the related
brain drain phenomenon, the inflow of refugees and
immigrants, internal migration from the Chernobyl
disaster zone, and illegal migration.

The trends in internal migration have gener-
ally remained stable. Most of the internal migration
is from the village to the city and from small cities to
larger ones. For a detailed discussion of internal mi-
gration, see Chapter 3.

External migration flows are mostly with the CIS
and the Baltic states. Net immigration from these
countries remained positive throughout the 1990s,

with the exception of 1994, when emigration to Rus-
sia exceeded immigration from the Russian Federa-
tion. After peaking in 1992, net immigration from the
CIS has declined, down to 8,900 in 2003. Most of
the migration exchange is with Russia, Ukraine, and
Kazakhstan — 91.5% of immigrants come from these
countries (Figure 4.1.2) Many immigrants from the
CIS and the Baltic states (over 21,000 in 2000 —
2003) have been settling in rural areas, including in
the Chernobyl zone.

The socio-economic hardships and environ-
mental adversities in the late 1980s and early 1990s
led to rising emigration, particularly of urban dwell-
ers. Emigration numbers grew particularly fast in
1986 — 1990, when the exit procedures were simpli-
fied. The top three emigration destinations are Israel,
the United States and Germany. The volume of mi-
gration with non-CIS states decreased from 46,500
in 1990 to 6,200 in 2002.

The reasons for emigration have been chang-
ing in important ways. Today, the main drivers of
emigration are not ethnic or political, as in the past,
but social and economic. Belarusians are leaving to
countries with a higher standard of living in search of
a better future and greater material prosperity.

The majority of emigrants are young people at
the start of their professional careers (ages 20 — 24)
or mid-career professionals aged 30 — 49. Over 90%
of emigrants have tertiary and secondary education.
People with tertiary education have the highest emi-
gration rate. In Belarus, the share of persons with ter-
tiary education is 14.0% of the total population, while
the share of emigrants with tertiary education is over
25%. Emigration of professionals and intellectuals
from Belarus greatly affects the country’s future.

According to the National Centre for the Moni-
toring of Academic and Teaching Staff Migration
at the Institute of Sociology of the National Acad-
emy of Sciences, 856 teaching and academic staff
who resigned from their positions in Belarus from
1991 to 2003 have emigrated, or have not returned
to their home country after a short visit abroad. Of
this number, 67 persons hold Doctor of Sciences
degrees and 352 have Candidate of Sciences de-
grees. The brain drain contributes 2.5% of total staff
outflow from research, universities and colleges
[1: 28]. Sixty-three per cent of all academic and
teaching staff who emigrated from 2001 to 2003 set-
tled in Russia, Germany and the United States. An-
other 17% are residing in Canada, Poland and the
United Kingdom. One visible and stable trend in in-
tellectual emigration has been the prevalence of re-
searchers over tertiary-level teaching staff.

Most of the brain drain is taking the form of in-
ternships and temporary employment under con-
tfracts and grants. Contract employment grew
particularly fast in the mid-1990s. According to the
available data, the number of lecturers and academ-
ics working under contracts outside Belarus has de-
creased in recent years, from 243 in 2001 to 104 in
2001, 168 in 2002 and just 25 in 2003.
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Emigration of people with secondary and pri-
mary education is also on the rise, but little of it is
being recorded.

Along with employment under official contracts
with registered firms, illegal work migration is also
taking place. Migrants who work illegally enter the
country of their destination on tourist or visitor visas.
Such spontaneous movement of the work force is
having major negative effects on the national econ-
omy. Sample surveys suggest, however, that during
the transition period, migration is a survival tool for
many. The absolute majority of respondents from
Belarus (85%) have indicated that working abroad
had helped them overcome economic challenges
[2: 193]

Family arrangements and children

The economic crisis of the 1990s — which still has not
been fully overcome — has had a major impact on
popular living standards and has affected all families.
Families with children have been the worst affected.

The economic hardships affected couples’ repro-
ductive preferences. Today, the predominant ideal
is a family with one or two children. Between the
1959 and 1999 population censuses, the share of
two-member families more than doubled, and the
proportion of families with five or more members de-
creased by almost five times. The average size of the
modern household is 2.6 people. More than a quar-
ter (26.2%) of all households consist of single indi-
viduals. Two-member households represented 26%,
three-member households 22%, and four-member
households 19% of all households. Seven per cent of
all households have five or more members.

In this unfavourable socio-economic environ-
ment, the number of new marriages has declined and
the number of divorces has increased. The divorce
rate inthe late 1990s was 2%, up from 1.3% a decade
earlier. The 1999 population census recorded 2.4 mil-
lion officially married couples, down from 2.6 million,
or by 200,000, from the previous census in 1989.

The number of single parent families has increased
over the last decade. The share of children in single
parent families was 8.5% in 1990, 18.6% in 2000, and
23.0% in 2003. In 2003, the highest proportion of births
(38%) in single parent families was given by women
below age 20, and at ages 35 — 39 (31.0%). The rea-
sons for the rise in the number single-parent families
are diverse: low use of contraceptives, conscious deci-
sions of some women to have children, relatively high
maternal morbidity and mortality among young males.

In summary, the family arrangements and func-
tions have significantly evolved since the turn of the
century. Some hallmarks of this change include a re-
duction in family size, and a growing number of sin-
gle-parent families. Children have been heavily af-
fected by these trends.

A growing number of children are being left with-
out parental support: 2,600 in 1990, 4,100 in 1995 and
5,100in 2003. Lack of contact with parents and family
is extremely damaging to these orphaned children
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because it deprives them of a proper environment for
emotional, intellectual and physical development. Ne-
glect of these children would limit their ability as adults
to make friends, start a family, and find employment.

The proportion of children diagnosed to be
«completely healthy» has decreased from 60 to 30%
over the past two decades, while the share of children
with one or more diagnosed chronic conditions has
grown from 10 to 22%. On average, every sick child
has two to three chronic diseases. Diseases of the
alimentary, immune and cardiovascular systems are
the biggest risks. The prevalence of chronic gastritis
in children has approached 70%, and the spread of
congenital heart disorders is being recorded.

The number of disabled children aged under 18
has also risen, from 6,600 in 1985 to 29,300 in 2008.
One in ten children of pre-school and school age has
special mental or physical needs. Special remedial,
medico-social and psychological services are required
1o successfully integrate such children in society.

The socio-economic and, consequently, the de-
mographic situation have begun to stabilise since the  in Belarus consider
mid-1990s. The ratio of the average monthly salary to it as a transit point
the minimum per capita subsistence level for a family
of four has grown from 106.6% in 1995to0 151% in
2003. This means that two working adults receiving to Western Europe
an average salary could provide the minimum sub-
sistence level only for themselves in 1995, while in
2003 they were able to support a dependent child.

However, the birth of a child still poses substantial
challenges for an individual family budget.

Most illegal migrants
who are staying

in their journey

4.2. Health system disparities

As discussed in the previous sections, high quality
and accessible health services are critically impor-
tant for human development in Belarus. The health
care structure inherited from the former USSR had
long followed an extensive model with an emphasis
on quantitative expansion over advances in medical
equipment and technologies, improvements in staff
salaries and other aspects of the quality of care.
The legacy of this approach is still present in many
respects. The result is inefficient allocation of the

Box 4.1.1
The evolution of the modern family in Belarus

Belarus is experiencing a transformation of its social institutions. As one of these insti-
tutions, the family is also evolving under multiple social pressures. The traditional family
structure is being replaced with alternative family arrangements. Change has affected
the lifestyles, structure and role of the family.

The functions of the family are changing for objective reasons of a socio-economic,
political, ideological, legal and cultural nature. The macroeconomic conditions in the
1990s and early 2000s have put a significant pressure on families — parents have had
to work longer hours than in the Soviet era to secure a decent living for their families. As
a result, other important family functions are often neglected, including child and ado-
lescent socialisation and upbringing, companionship and recreation.

Source: Situation of Women and Children in the Republic of Belarus. Minsk, 2004, p. 58
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Box 4.2.1

The outcomes of the Vitebsk pilot reveal
the need for a reform in the financing of health care

The ongoing Vitebsk pilot has tested a new model of health care finance. Its outcomes,
however, have been mixed. First, the pilot was not aimed at bringing more money into
the system — just at a better distribution of the available funds. Furthermore, such distri-
bution has only been devolved to the Oblast level. Second, the actual per capita financ-
ing amounts varied greatly across different areas. For example, the per capita allowance
for health care in the rural parts of the Vitebsk Oblast varied between 36,000 and 39,000
roubles. The difference of three thousand roubles was of little significance for managers.
At the same time, per capita health care allowances in some Rayons differed by more
than two times. Per capita allocation to health care was 25.4 million roubles in the rural
part of Polotsk Rayon and up to 51.9 million roubles in the city of Polotsk. A proper jus-
tification has yet to be given for such disparities.

R. A. Chasnoit,
Standing Committee of the House of Representatives
Family and Youth Affairs

Source: Zdravookhraneniye 10 (2002), p. 16

The health care
structure has long
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development path
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available limited resources and over-utilisation of
some services, including inpatient care. These
problems are exacerbated by underfunding. In
order to ensure sustainable and accessible health
services, solutions should be found that would ad-
dress efficiency while bringing more money into the
system.

Recent trends

The disparities caused by the extensive approach to
health care are revealed by a comparison of the Be-
larusian and Western health care systems in terms
of quality and quantity. Belarus is significantly behind
countries such as France, Sweden or Germany with
regard to the availability of medical technology, the
length of treatment of some diseases and the suc-
cess rate of such treatment. However, the number of
hospital beds per 10,000 population is 24.4% greater
than in Germany, 36.4% greater than in France and
more than three times greater than in Sweden [3: 50].
The average duration of a hospital stay is twice as
long as in these three countries. In Belarus, patients
are frequently hospitalised for diagnostics and other
procedures that can be performed in the home orin
an outpatient setting, which partially explains this dif-
ference.

While Belarus is significantly ahead of many
Western nations by the number of doctors per 10,000
population, its nurse to doctor ratio is lower than
in the West. Belarus has 45.7 doctors per 10,000
population, while Austria has 44.0, France 40.0, and
Sweden 37.0. Austria and the United States have
3.8 nurses per doctor, while Belarus has only 2.6 [4:
243]. Itis becoming increasingly obvious that nurses
are not being trained in sufficient numbers to meet
current and future health care needs. The deteriorat-
ing quality of hospital care is the direct consequence
of nurse shortages. On the other hand, an oversupply
of medical specialists often results in the overuse of
expensive medical procedures, and, consequently,

in unnecessary costs and higher risks to patients
from the potential side effects of complex medical
interventions.

The undesirable effects of the old approach to
health care development are reproduced by the cur-
rent training practices of medical professionals. The
main emphasis is still on treatment and diagnosis,
and too few professionals are being trained in health
promotion, disease prevention, health care eco-
nomics and health care management. It is extremely
important to expand tertiary, graduate, postgradu-
ate and continuing education programmes in health
economics and management.

The financing of health care is still based on the
old approach that makes funding more dependent
on capacity-related criteria — such as the number of
beds and staff numbers — than on the quality of the
services provided and the number of people served.
In response to this problem, new approaches to
health care finance are being developed, including
capitation-based funding (CBF). CBF is the funding
of primary health care based on the number of regis-
tered individuals being cared for. CBF is aimed at en-
couraging proactive health care in the community. A
version of the capitation-based funding scheme has
been tested in Vitebsk (Box 4.2.1).

In sum, the Belarusian health system has inher-
ited from the USSR a range of complex problems, in-
cluding an emphasis on quantitative expansion and a
limited focus on quality (Table 4.2.1). In many cases,
the available limited resources are being dispersed
among a great number of providers and facilities,
rather than being targeted towards the most impor-
tant priorities, such as raising staff salaries, adjusting
staff numbers and purchasing modern equipment
and medical technologies.

As suggested by the data in Table 4.2.1, the
number of hospital beds per 10,000 population
has been declining. Although these developments
may somewhat improve the overall efficiency of
the system, dramatic improvement of quality and
accessibility of health care services can only be
achieved if funding of the system is substantially
increased.

New options for health care finance

Public funding is presently the main source of health
care finance. The ratio of health expenditure to GDP
is presented in Figure 4.2.1. As seen from the fig-
ure, public expenditure on health care relative to the
GDP has not exceeded 4.8%. As projected by the
Health Care Development Concept — approved by
the Council of Ministers in October 1998 — health
care expenditure should reach 7.5% of the GDP by
2005 and 10% of the GDP by 2007. By comparison,
the United States is already spending 13.6%, Can-
ada 10.3%, and Finland, Holland, Germany, Italy and
Norway 8.2 to 9.7% of the GDP on health care. The
percentage figure may be misleading — the actual al-
locations expressed in absolute figures may provide
amore accurate picture. In the United States, annual
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per capita expenditure on health is $3000, in West-
ern Europe it is around $1500, and in Belarus $90 at
the market rate and $332 in PPP US dollars.

The low salaries of medical staff — at 90.3% of
the national average salary — are an alarming sign
of poor funding of health care. Health workers are
poorly compensated for night and overtime hours,
and exposure to pathogenic organisms. As a conse-
quence, highly qualified medical staff prefer to work
for private providers or leave the health sector alto-
gether, which results in the declining capacity of pub-
lic health care.

To ensure stable and sustainable funding of the
public health system, the revenue sources should be
diversified. To supplement public funding, manda-
tory health insurance should be introduced, financed
by the premiums paid by employers and employ-
ees. Coverage limits should be linked to premium
amounts and the length of insurance. Entitlement to
health insurance should be extended to all employ-
ees and other health care users.

Medical benefits and arrangements for financing
such entitlements should be reviewed. This would not
only cut unnecessary costs, but also promote social
justice by linking benefits to the amount of premiums
paid into the mandatory insurance system.

The Government and mandatory insurance
funds should coordinate their policies in order to en-
sure the cost-effective spending of resources. By
collecting premiums, mandatory insurance funds
would have an interest in linking payments to the ac-
tual services performed, rather than distributing the
work load evenly among all care providers. These
funds would also have an incentive to introduce pro-
gressive payment methods and promote cost-ef-
fective health care provision. Therefore, the autono-
mous status of such funds should be maintained. The
role and functions of the funds’ boards of governors
should be expanded, and a sufficient quota of seats
should be reserved for representatives of the health
care authorities.

Inaddition, all regional health systems should adopt
the capitation-based funding principle, which should be
equally applied to the planning, allocation and spending
of the health budgets. To apply the capitation principle
at the budget planning stage, per capita health expendi-
ture norms should be determined at each level of gov-
ernment, from city to national. The appropriate proce-
dure should be prescribed by national legislation. Health
needs and provision of a minimum standard of services
guaranteed by appropriate state programs should be
the primary criteria of resource allocation by the state
and the insurance funds. Funding should not be linked
exclusively to the size or capacity of the health provider,
i.e. bed numbers, patient visits per day, etc.

The transition to capitation-based funding would
change the economic context of health management.
Health administrators would be less interested in sup-
porting all of the existing health providers. Instead,
they would have an incentive to achieve greater cost
effectiveness by prioritising health outcomes. Health
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administrations should be given greater flexibility to
reallocate assets and human and financial resources.
This could help them experiment with more cost-ef-
fective forms of health provision without the risk of
losing a portion of their global budget.

Sickness benefits and children’s recreational
funds should be redistributed in favour of the poorest
households. To this end, tighter restrictions should be
set on the highest amount of the sickness benefits, and
children’s stays in health resorts and children’s camps
should be covered on a means-tested basis. This en-
tittlement should be targeted mostly towards house-
holds with incomes below the subsistence level.

High income disparities in the emerging market
system create the space for voluntary health insur-
ance as a type of commercial insurance, regulated
by the national legislation and rules applied in finan-
cial and credit markets.

We have put forward vision of a future health
care funding model. Naturally, itis not free of defects.
The main question in this regard is the appropriate
balance between the state, mandatory insurance and
private voluntary insurance, as contributors to health
care funding.

Broad access to health care as the key
principle of the health reform

The law «On Health» is based on the principle of uni-
versal access to health care and medical drugs. In
accordance with this principle, each citizen is enti-
tled to medical care of appropriate quality free from
economic, technical, cultural, moral or other barriers.
Itis being implemented by Government institutions
and enables each member of society to receive qual-
ity services regardless of their cost or sophistication
based solely on socio-medical need.

Health care standards, capitation-based fund-
ing, regional programmes of guaranteed free health
care, and a network of tertiary-level research hospi-
tals are just some of the steps being implemented

Figure 4.2.1
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The volume of free
and fee-based
services provided

by public health
establishments should
be regulated

Table 4.2.1

to improve access to care. Well-equipped research
hospitals such as the children’s cardio-surgical
centre, should improve public access to high-tech-
nology care.

However, there is still room for improvement. For
example, the current arrangements for the provision
of paid medical care should be reviewed. Public dis-
content stems largely from the fact that fee-paying
and non-fee-paying patients are being served by the
same health providers. To address these concerns,
the volume of free and fee-based services provided
by public health establishments should be regulated.
In practice, this would mean controlling the tenden-
cies of service providers to prioritise fee-for-service
components, and reduce dramatically the amount of
free services. The Government should address this
imbalance and require of medical establishments to
provide a designated amount of free services. Medi-
cal establishments would be allowed to provide paid
services only on condition that the agreed amount
of free services has been delivered. Key elements of
such a mechanism include:

e A procedure to determine the number of free
services to be contracted and compensated
for by the Government or mandatory insurance
funds;

e Anarrangement to estimate the minimum ca-
pacities of the medical establishment and re-
sources needed to deliver the contracted
number of free services;

e A system to monitor the delivery of these serv-
ices;

e Financial penalties for medical institutions de-
faulting on their contract;

e (Control over the cost of paid medical services
in the public sector;

e Asystem to provide consumers with information on
the costs of paid medical services in different medi-
cal establishments for better consumer choice.

Health system indicators and trends at December

Doctors (all profiles),
thousands

Per 10,000 population
Nurses, thousands

Per 10,000 population
Inpatient facilities
Hospital beds, thousands

Per 10,000 population
Outpatient facilities

Outpatient facilities visits per
day, thousands

Per 10,000 population

1990 19% 1999 2000 2001 2002 2003

396 427 459 458 449 48 450

389 420 458 469 451 453 457

199 1176 1223 126 1232 1235 1170
176 1165 1221 128 1238 1248 1188
8r4 865 833 830 817 781 729
1361 1273 1269 1262 1254 1185 1120
1326 1251 1266 1263 1260 1197 1137
1468 1622 1858 1843 1856 1862 1918
1891 2161 2316 2315 2356 2345 2346
1866 2123 2311 2317 2368 2369 2382

Source: Ministry of Statistics and Analysis of Belarus
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The closure of underutilised health facilities could
yield significant savings that will be invested back
into the health care system. There is a need for stra-
tegic and current planning at all levels of health care.
The key objective of strategic planning is to outline
the essential reforms needed to increase cost-ef-
fectiveness. Appropriate provisions should be made
to cushion the potential negative consequences
of downsizing and restructuring in the health sec-
tor for citizens and medical workers. Annual health
care plans should also include estimates of the vol-
ume and structure of medical services, patient flow
among different medical providers, equipment and
finance needs and other parameters.

4.3. The national education system:
achievements and challenges

Access to high quality education is a fundamental
component of human development. To make their
own appropriate choices about lifestyle, career op-
portunities and political preferences, people must be
literate and possess solid knowledge in these various
areas.

The high international rankings of Belarus in
human development are due in large part to the
high educational attainment of its citizens. Accom-
plishments of the education sector include high
adult literacy rates and high educational enrolment
ratios, as well as extensive use of innovative forms
of instruction.

However, despite these successes, educa-
tion is struggling with a range of problems. One
of the major problems is under-funding. In 20083,
public expenditure on education reached 6.0%
of the GDP, which is still below the internationally
accepted minimum of 10%. One consequence of
insufficient funding is a shortage of space in sec-
ondary and tertiary level institutions. Teaching in
schools and many universities is being organised in
two, and sometimes, three shifts. Aimost no new vo-
cational schools have been opened recently, while
many of the remaining ones are closing. In the fu-
ture, this may result in shortages of skilled labour.
School curricula still remain more focused on text-
book knowledge than on creativity that is essential
for full-rounded personal development.

Another barrier to human development is the low
quality of education. Some private universities and a
significant proportion of correspondence courses do
not provide high guality instruction. The nation’s lead-
ing universities could assist private tertiary institutions
in improving their instructional processes. The qual-
ity of correspondence courses could be improved by
expanding distance education, supported by a good
selection of appropriate teaching kits, textbooks and
manuals.

The declining number of students admitted to
natural and applied sciences departments is another
negative development. Professionals trained in these
disciplines are important to a country’s economic
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development. From 1995 to 2003, admissions drop-
ped by 12%. The ratio of students admitted to natu-
ral and applied sciences to the total number of new
students declined from 64% in 1990 to 35% in 2003.
The demand for professionals trained in technology
can be met by encouraging students to major in nat-
ural and applied sciences.

The growth of the service industry creates the
need for appropriately trained employees. This task
can be addressed by establishing relevant pro-
grammes and departments at the tertiary and sec-
ondary levels. Support could be provided to vocational
training institutions to adjust their curricula to the cur-
rent needs of the service sector.

Universities and colleges have started to charge
tuition fees. In a country where 27.1% of the population
live below the poverty line, commercialisation of higher
education imposes a heavy toll on the most vulnerable
groups — children from poor families and rural school
graduates who are having great difficulty enrolling in
colleges and universities. They do not have sufficient
funds to attend preparatory courses, hire a private
tutor or obtain other support that would help them
achieve favourable results on admission tests. Many
talented young people — especially from rural areas —
are thus left outside of the education system, and val-
uable human capital is being wasted. Tools such as
education loans, national testing, and student place-
ment quotas could create greater opportunity for ca-
pable candidates from rural areas to receive higher
education. Additional efforts for strengthening higher
education could include provision of student loans,
standardised admission testing, and setting quotas
for talented youth from rural areas.

Main avenues of modernisation

Belarus is implementing the transition to a two-tiered
system of tertiary education that would introduce
bachelors and masters-level degrees. This reform
will not only improve and diversify the higher educa-
tion system, but will also align it with EU practices.

A twelve-year secondary schooling cycle is
gradually coming to replace the eleven-year cycle.
To translate quantity into quality and ensure appro-
priate linkages with the two-tiered tertiary system,
steps should be taken to improve secondary school
facilities and equipment base, develop and stream-
line the network of lyceums and gymnasiums, intro-
duce effective professional selection and tracking at
the secondary level, promote creativity, and increase
reliance on information technology and the Internet
in education.

Improved quality of secondary schooling would
lay the ground for progress in tertiary education.
Closer integration should be achieved between
teaching and research, and a transition to modular
instruction should be made. Curricula should be re-
vised accordingly to ensure acceptable limits on stu-
dent work load while streamlining the acquisition of
knowledge and skill. Special priority should be given
to raising the status and living standards of university
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Box 4.2.2
Choosing the right model of health care funding

To bring more money into health care and improve its cost-effectiveness Belarus
should make more extensive use of market tools in funding public health care. A transi-
tion to capitation-based health budgets is under way; the fee-for-service arrangements
bring additional revenues to the system.

No country in the world guarantees provision of all medical services at no cost to
the patient. Users everywhere cover at least some portion of the medical costs in one
way or another. Various forms of co-payment are used in nearly all Western countries
with well-developed public health care systems.

Therefore, despite a range of weaknesses and controversies, a combination of insur-
ance and tax-based funding is a more reliable model than tax-based funding alone.

Elena Sergeenko,
Deputy Head of the Department of the Non-material Sector and Social Protection,
Finance Section of the Mogilev Oblast Executive Committee

Source: Finansy, Uchet, Audit Journal, Issue 11, p. 23. Minsk, 2003

teachers and lecturers, in parallel with improvements
in staff qualifications and teaching quality. The mod-
ernisation of tertiary education requires strong links
between teaching, research and practice. Without
such links, the Belarusian tertiary education will be un-
able to achieve gualitative growth, approach the chal-
lenging international educational standards, or com-
pete successfully within the global education area.

4.4, Gender-based disparities

Human development should not only expand peo-

ple’s choices, but also reduce the inequalities to the

degree to which such choices can be exercised. Ad-

dressing gender inequalities in empowerment and

opportunities for social advancement is essential if

the human development ideal is to be realised. The demand
There is a significant gender gap in life expect-

ancy, which has existed since the Soviet period. In

1990, female life expectancy was 75.6 years and  trained in technology

male life expectancy was 66.3 years. By 2003, life can be met

expectancy decreased to 74.7 years for women and by encouraging

62.7 years for men. Male life expectancy was 5.5% )

below the 1990 level, and female life expectancy students to major

1.2% below that level. in natural and applied
Raising life expectancy for both men and women sciences

should be a priority. Both sexes would benefit from

improvements in health care and its accessibility,

environmental conservation, poverty eradication,

improved nutrition and health promotion. Improving

the health of women would involve reducing violence

against women, and better prenatal and postnatal

care.
Promoting healthy lifestyles would address prob-

lems associated with smoking, drinking and drug use

that are common among men. Today, some 50%

of men smoke, and annual alcohol consumption is

high. Instances of social apathy and aggression — in-

cluding suicides and homicides — are also very com-

mon among men. Men are at greater risk of death

from cancer and cardiovascular disease. In 2003,

male deaths caused by cancer numbered 249.5 per

for professionals

45



Table 4.4.1

Male and female perceptions of gender equality
in different aspects of life*

Female respondents, %
Opportunities are equal
Men have more op-
portunity

Male respondents,%

Opportunities are equal
Men have more op-
portunity

Employ- ~ Remuner- Equality Leisure Civic en-
ment ation inthe gage-
family ment
50.6 478 634 449 58.3
464 496 16.6 5015 354
544 524 60.0 58.5 651
413 447 16.4 365 266

* Based on an opinion survey conducted in December 2002 as a part of the UNDP project Women's Leadership»
Source: Women's Leadership Project, www.gender.by

Unemployment

is disproportionately
widespread among
highly educated
women
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100,000, and deaths from cardiovascular numbered
320.3 per 100,000, as compared to 141.3 and 120.5
deaths per 100,000 for women.

Representing 58% of the population and 52%
of the work force, women tend to have a somewhat
higher level of educational attainment than men.
They are nevertheless less competitive in the la-
bour market than their male peers. Of all registered
unemployed in 2003, 52,100 were men and 80,800
were women, a difference of 36%. Unemployment
is disproportionately widespread among highly edu-
cated women. Women are also more at risk of long-
term unemployment, (i.e. with the duration of over
one year), which diminishes their chances of re-em-
ployment.

Employers are often hesitant to hire women be-
cause women usually play the dual role of employee
in the workplace and mother at home. Overall, Be-
larusian law has no discriminatory provisions against
women in the workplace. However, the legal protec-
tions are not fully applied in practice, creating a gap
between the law and reality. In the labour market,
women are vulnerable to discrimination in appoint-
ment and dismissal. Gender discrimination in hiring,
firing and promotion is notoriously difficult to prove in
court because it can frequently be concealed by ref-
erences to the woman'’s insufficient education, work
experience or other excuses. The introduction of
fixed-term and limited duration contracts has made
contract extension exclusively a matter of the em-
ployer’'s goodwill, making women — especially preg-
nant women and women on maternity leave — par-
ticularly vulnerable.

In general, women who return to work before the
end of their official matemity leave (they can stay with
their children up to the age of three) are forced to do
S0 by economic reasons. To improve the competi-
tiveness of such women in the workplace, it would be
advisable to ease the legal restrictions on night and
overtime hours, official travel and work during official

holidays for women with dependent children above 18
months of age. It would also be appropriate to com-
pensate the employer for losses from fulfilling the re-
quirement to provide such women with one day of paid
leave per week. The compensation could be paid from
public funds or from the Social Protection Fund.

The aim of social and employment policies
should be to gradually eliminate or mitigate the fac-
tors that limit women's competitiveness in the work-
place. These policies should be implemented in par-
allel with programmes to provide professional training
for women, encourage women’s private sector par-
ficipation and to promote greater involvement of men
in child-rearing and doing household chores.

Gender disparities in labour market competitive-
ness are manifested in the disproportionately high
proportion of women employed in low-paying sectors
and in the existence of high barriers to women's pro-
motion. On average, women'’s salaries represent 80%
of men’s. As of December 2003, the average salary
was 334,200 roubles for men and 265,500 roubles for
women.

Table 4.4.1. shows data on men’s and women's
perceptions of gender equality in employment, rec-
reation and political participation. As seen from the
table, the majority of the poll respondents of both
sexes (60%) acknowledge the equality of the sexes
in the family, while equal proportions of male and fe-
male respondents (23.6% and 20%, respectively)
point to the advantage of one sex over the other. For
all other aspects, respondents of both sexes either
point to gender equality or the advantage of men
over women.

The equal participation of women in decision
making is an important aspect of gender equality. Al-
though men still remain more prevalent than women
in the executive power and legislature, the situation is
beginning to change. The government has only two
women ministers — of labour and social protection
and of health — and eight women deputy ministers.
A growing number of women are working as head
experts, consultants and heads of ministerial units or
departments. Diplomacy is one sphere where women
could realise themselves more fully as good manag-
ers, intermediaries and negotiators. The proportion
of women employed in foreign diplomatic missions
has remained within 20%. Only four women repre-
sent their country in the rank of ambassador.

Women's representation in elected bodies
is also growing. The proportion of seats taken by
women in the lower house of parliament (10.3%) is
twice as high as in the previous parliament. Women's
representation in the upper house has remained at
30%. Women take a high proportion of seats in local
legislatures, but their presence in higher-level elected
bodies is still disproportionately low. Thus, the degree
of women’s empowerment has yet to match the role
that a woman should play in a modern society.
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CHAPTER 5

BUILDING STRONGER
SOCIAL CAPITAL FOR BELARUS

No analysis of social capital would be complete un-
less it considers the significant resources created in
the process of human interaction and cooperation.
These resources are defined as social capital. Social
capital is important for human development because
of its close reciprocal linkages to economic growth
and the formation of human capital. Thus, a strong
work and business ethic within society increases la-
bour productivity and reduces business transaction
costs. The resulting economic growth raises partici-
pation in economic and business activity, and pro-
motes the broader diffusion of such ethics within so-
ciety. Similarly, social contacts established at school
or university are important sources of practical skills
and knowledge that can effectively supplement for-
mal education.

Stronger social capital, and Governments’ greater
reliance on it, can make policies more effective and
efficient. This chapter, therefore, examines the trends
in the formation of social capital and explores options
for increasing its amount Belarus.

5.1. Social capital - the foundations

Determinants of strong social capital include high lev-
els of interpersonal trust and access to channels of
communication and the media. Interpersonal trust in-
creases people’s readiness to interact and cooperate
with one another. As stressed by Francis Fukuyama,
trust is «the expectation that arises within a community
of regular, honest, and cooperative behaviour, based
on commonly shared norms, on the part of other
members of that community» [1]. Access to chan-
nels of communication helps to broaden personal
networks, while the media can promote social cohe-
sion by creating a sense of belonging within citizens
to the events and issues most relevant to the society
at large.

Interpersonal trust and access to means of
communication

As suggested by the 1999 European Values Survey,
the Belarusian society enjoys relatively high levels of
interpersonal trust. The percentage of Belarusians
polled who shared the view that most people could be
trusted was 41.9%, as compared to the European av-
erage of 30.7%, 27.2% in Ukraine, 24.9% in Lithuania,
23.7% in Russia and 18.9% in Poland [2].

Recent data indicate that access to channels
of communication and the media is also improv-
ing. This is true both of the ‘established’ channels,
such as fixed-line telephones, radio and television,
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and also of the ‘new’ communication methods, such
as the Internet and the mobile phone. On average,
every Belarusian household has at least one televi-
sion receiver. From 2002 to 2003, the number of
mobile phones per 100,000 population more than
doubled and became comparable to the number of
fixed telephone lines (Table 5.1.1). Over the same
time period, the number of Internet hosts grew by
more than 60%.

Access to channels of communication has ex-
panded opportunities to receive an education and
find employment. A growing number of educational
establishments are benefiting from access to elec-
tronic libraries and research data bases. Many are
offering distance education courses. The develop-
ment of corporate networks has given more people
the option of tele-commuting, or working for their
employers over the Internet.

Social capital and people’s welfare

High levels of interpersonal trust and growing oppor-
tunities for citizens to interact with one another have
strengthened and broadened cooperative ties within
the Belarusian society. Such interaction and coop-
eration have helped offset the negative effects of in-
come inequality, and the unequal opportunities that
come with it.

Many people with low incomes are relying not
only on state assistance, but also on support from
their friends and families. In the year 2000, some
30% of Belarusian households were receiving money
or help in-kind from friends or relatives. Such assist-
ance represented a significant 3% of all household
incomes [3]. Over 85% of Belarusians know some-
one who can provide them with temporary accom-
modation when they need it (Table 5.2.1).

2000

119

234

5095

05

Table 5.1.1

Access to means of communication and the media
19% 1996 1997 1998 1999

Television receivers

per 100 households g 1) b | U L

Telephonelinesper 100 459 197 203 23

100 people

Mobile phones per

100,000 people 510 742 878 1312 2441

Internet hosts per 000 02 03 04

100 people

Source: Ministry of Statistics of Belarus

Stronger social

capital,

and Governments’

greater reliance

on it, can make

policies

more effective

and efficient

2001 2002 2003
115 118 120
245 256 267
14228 46644 112949
0.8 90 16.3
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In addition to being
an important part

of the social safety
net, social capital
facilitates access

to the knowledge
and skills needed

in the modern society

Table 5.2.1

In addition to being an important part of the social
safety net, social capital facilitates access to the knowl-
edge and skills needed in the modern society. Inter-
personal contacts promote the diffusion of computer
technology. Already, more than 80% of Belarusians
know someone who can work on a computer. Personal
networks also increase social mobility. Some 45% of
Belarusian citizens have personal contacts with public
or private sector managers. Such relationships can sig-
nificantly expand the choices of employment for many.

In sum, social capital is an important factor that
broadens people’s choices for social and economic
advancement. This benefit of social capital directly
supports many of the Government's social policy ob-
jectives. However, in order for this advantage to be
maintained, equal opportunities to build and utilize
social capital are essential. Otherwise, rather than
being a force for greater equity, it can also become a
factor that perpetuates and deepens inequality.

5.2. Building and utilising social
capital: main factors of inequality

As seen from the previous section, Belarusian citi-
zens are using social capital to gain knowledge, in-
crease their social mobility and protect themselves
from the risks and hardships of the transition period.

Social capital utilization by gender, age, residence, educational
attainment and occupation (%)

Respondent characteristics Knowledge and skills Influence  Social support
Males 773 45,1 86,8
Females 80,6 454 88,0
Age 17-24 889 420 908
Age 25-39 806 514 900
Age 40-54 776 455 842
Age 55-60 525 247 822
Rural 58,1 328 874
Urban, small city (population 2,000 825 486 87,6
—50,000)

Urban, large or medium-sized city 842 499 90.2
(population 51,000 — 1,000,000)

Urban, Minsk City 92,0 487 820
Secondary or incomplete second- 65,6 299 86,7
ary education

Upper-secondary education 80,7 434 848
Higher education 37 65,9 91,0
Managers, business owners 90,1 746 92,7
Professionals 913 60,4 86,1
Sole traders 939 95,8 891
Public sector employees 849 534 86,2
Skilled workers 748 322 844
Unskilled workers 572 312 89,6

Source: UNDP project «<Empowerment of Women in Belarus», April 2004
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However, the actual extent to which such benefits
are gained depends on the opportunity to build and
utilize social capital. Individual ability to build social
capital can be constrained by limited access to chan-
nels of communication. Social exclusion and stigma
can make some population groups less trusted than
others. The narrow scope of social contacts limits
an individual’s ability to gain knowledge or find em-
ployment.

A national representative poll was commissioned
by the UNDP project «<Empowerment of Women in
Belarus» in 2004, to identify the degree of inequal-
ity in the distribution and utilisation of social capital
by Belarusian citizens. The focus was on three main
classes of benefits — knowledge, social mobility and
influence, and social support. The first class was
measured by questions like «Do you know someone
who can use a personal computer?». To measure
individual social mobility and influence, respondents
were asked to indicate if they knew someone who
managed an organisation or owned a business firm.
The implications of social capital for informal support
networks was measured with queries like «Do you
know someone who could take you in for a week if
necessary?»

As suggested by the poll's findings presented
in Table 5.2.1, the main sources of inequalities in
social capital distribution and utilization are linked
to the place of residence, social status and edu-
cation.

The rural-urban divide

As stated in Chapter 3, Belarus has significant rural-
urban gaps in regards to income, poverty, access to
social services, health, education and many other
areas vital for human development. One result of
such differences has been the distortion of the de-
mographic and social fabric of the rural communi-
fies. As a consequence, the traditional rural lifestyles
based on strong neighbourly and communal ties
have come under threat.

Relative to their urban peers, rural dwellers are
more limited in their ability to establish and use per-
sonal networks to gain knowledge and increase their
choices for employment. The proportion of rural resi-
dents who have contacts among computer users is
significantly below the national average. The differ-
ences are particularly sharp with Minsk City. Only
58.7% of rural dwellers are acquainted with a com-
puter user, as compared to over 90% in Minsk. In the
countryside, only 32.8% are in contact with industry,
private or public sector managers, as opposed to
48.7% in Minsk.

Unequal access to channels of communication
has exacerbated these disparities. Television viewers
in Minsk can receive more than ten channels, and in
most rural settlements no more than three. Over 20
new radio stations have opened in recent years, but
their broadcasts are not available in many rural com-
munities. Relative to cities, rural areas have 1.5 — 2
times fewer fixed telephone lines per 100 population.
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While new digital equipment is being introduced in
cities, rural telephone exchanges still rely on old
technology.

Despite roughly comparable proportions of peo-
ple who could stay with their friends, relatives or ac-
quaintances if need be, the unequal distribution of
social capital in other domains may result in higher
levels social exclusion, lower expectations and higher
economic and social inequality between the city and
the countryside.

Educational and socio-professional status

Unequal levels of educational attainment and socio-
professional background can also limit the capac-
ity of various population groups to build and utilize
their social capital. These two factors of inequality are
mutually reinforcing. Education broadens opportuni-
ties for networking with people from different back-
grounds, while the lack of education narrows them.

Relative to people with secondary or uppersec-
ondary education, university graduates are 1.5 - 2
times more likely to be acquainted with a computer
user and twice as likely to be in contact with a man-
ager. Friendships established at universities explain
part of this difference. Such friendships tend to be
more common among people with similar educa-
tion attainment levels than with different educational
backgrounds.

Access to channels of communication is also
correlated with education and social background.
Most mobile phone users are private entrepreneurs,
people who work and travel, and students. The extent
of Internet use is determined by age. The highest pro-
portion of Internet users are between 20 and 30 years
of age. In addition, men are more likely to use the In-
ternet than women. In Minsk, the Internet is used by
41% of men and 28% of women (Table 5.2.2).

Overall, although the foundation for the devel-
opment of social capital does exist, significant pro-
portions of the population are limited in their ability to
build and utilize it to broaden their life choices. The
uneven distribution of social capital and its benefits
can limit the efficiency of the social policies in Be-
larus by exacerbating the inequalities in incomes and
opportunities for social advancement.

Rural dwellers are at the greatest disadvantage
in this respect. Development of the rural social infra-
structure should broaden their opportunities to enjoy
the benefits of social capital. Improving the rural
communications sector and provision of computers
and Internet connections to rural schools should be
an essential components of rural development plans.
Events and services such as job fairs, legal clinics,
multi-service centres have great potential to improve
the situation not only of rural dwellers, but also of the
other vulnerable groups, including the poorly edu-
cated, unskilled workers, senior citizens and the un-
employed. Many of these services can be delivered
by civil society organisations in partnership with the
Government.
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5.3. Social capital and crime reduction

Despite the recent reduction in the amount of regis-
tered crime, crime still remains a top concern for the
Belarusian public. Crime can be viewed as a conse-
quence of insufficient social capital, as much of it is
caused by an erosion of the established moral norms
and the emergence of close-knit groups of individu-
als engaged in criminal behaviour.

One alarming sign of the erosion of moral normsiis a
high proportion of women and youth offenders, and the
growth in the amount of official crime. In 2002, women
numbered 13.4% of all caught criminals and 12.3%
of convicted criminals. Although women are less likely
than men to commit violent crimes such as personal
assault or hooliganism, theft, fraud and drug-related
crime remain quite common among women. The data
in Table 5.3.1 show a rapid increase in the amount of
official crime.

The relatively high share of youth crime is a cause
of great concern. In 2002, 8.9% of all convicted crimi-
nals were minors (Table 5.3.2). The growth of youth
crime is facilitated by a deep crisis in the family unit, as
many adults are failing to perform their parental duties.
The growing inequality in wealth distribution is also a
contributing factor. Some young people are motivated
to commit crime by a perception that their economic
«net worth» is inferior to that of their peers.

Recidivism and gang crime remain common,
reflecting the growing influence of anti-social and
criminal groups. The penetration of criminal ele-
ments into youth groups contributes to the rising in-
cidence of gang crime among minors. Some ninety
per cent of young people report being members
of some informal youth group, most of which have
nothing to do with crime. However, when domi-
nated by individuals with criminal backgrounds,
some of these groups begin to encourage criminal
activity among their members. Already, most youth
offenders — especially at ages 14 — 15 — commit
crimes in gangs. Anti-social youth groups also pro-
mote heavy drinking, drug abuse and other deviant
behaviours.

One alarming sign
of the erosion
of moral norms

is a high proportion

of women and youth

offenders,

and the growth
in the amount
of official crime

ICQ
Men  Women

47 27
17 15
B 3

4 1

0 1

1 0
11 5

Table 5.2.2
Use of the Internet in Minsk (based opinion poll data),%
E-mail Search engines
Age
Men Women Total Men Women Total

<20 56 37 a7 84 59 4l
20-24 55 29 42 58 40 50
2529 17 14 16 2 28 25
30-39 16 14 15 20 21 20
40-49 15 9 12 19 13 16
50-59 15 3 9 8 5 7
Average, B3 19 2 0 %5
allages

Source: A Socio-Psychological Survey of the Residents of Minsk. Minsk, 2005

Total

37
16

4
2
1
1
8
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Table 5.3.1
Selected crime statistics per 100,000 population

1990 1995 1996 1997 1998 1999 2000 2001 2002 2003

Theft 373 762 661 612 535 5% 607 55 599 754
G g8 13 19 2 19 19 A 2 3N B
related crime

Violent crime™ 26 34 35 37 39 38 38 35 38 37

" Including abuse of power and authority, dereliction of duty, bribe taking and others
" Including murder and attempted murder, aggravated assault, rape and attempted rape
Source: Ministry of Statistics of Belarus

Table 5.3.2
Convicted criminal offenders by age, gender and other
characteristics, 2002 (% of total)

Characteristic of convicted criminal % of crimes committed
Age 14-17 89
Age 18-24 283
Age 25-29 153
Age 30-49 417
Age 50 and above 58
Women 123
Repeat offenders 426

Source: Belarus statistical vearbook, 2002. Minsk. 2003. p. 276

While the role of law enforcement in combating
crime should not be understated, the effectiveness
of such work can be increased by tapping into the
resources of social capital. For example, promoting
cooperation between the police and the public holds
great promise as an effective crime-fighting meas-
ure. At present, such cooperation is insufficient, as
indicated by a high proportion of unreported crimes.
In 2000, for example, criminal assaults and personal
threats were reported in 20% of cases, robberies in
42%, and burglaries in 64%.

A key prerequisite to collaboration between

The growth of youth the citizens and the police is greater trust. The
crime is facilitated strengthening of the police force at the precinct
by a deep crisis level would be a quality trust-building measure as

it would bring law enforcement closer to the peo-
ple and increase the frequency of their day-to-day
and growing contacts. More effort should be invested in ele-
inequality in wealth vating the professionalism of the police force and
narrowing the selection of applicants for jobs in
law enforcement.

Belarus has one of the world’s highest incarcer-
ation rates, which not only testifies to the need for
penal law reform, but also indicates the great poten-
tial of crime prevention for improving public safety.
Citizen participation in crime prevention should be
increased by expanding neighbourhood watch pro-
grammes and joint police patrols involving local resi-
dents or work-based citizen groups. Such policies
would promote social activism and increase inter-
personal trust, while effectively controlling criminal
behaviour.

in the family unit

distribution

5.4. Promoting volunteerism and
social activism: the role of the
civil society

Citizen participation and social activism offer a wealth
of resources that could be utilized to increase the
efficiency and effectiveness of social services. For
example, citizen involvement in the distribution of
targeted social support can ensure that it effectively
reaches all who need it. Jobs such as tree planting
or the repair of outdoor equipment, if done by vol-
unteers, not only decrease the demands on public
funding, but also improve citizen satisfaction with the
services provided. Finally, social activism provides
a good opportunity for citizens to develop and use
their leadership skills and to increase the participa-
tion of people from all backgrounds in the affairs of
their communities and societies.

Civil society groups can play a significant role
in promoting and coordinating social activism. The
most numerous of these groups are public associa-
tions, non-profit organisations and other types of
nongovernmental organisations, or NGOs. Accord-
ing to the Ministry of Justice data from September
2004, Belarus had sixteen NGO associations and
over 2300 NGOs, including 235 international, 732
national and 1286 local. From January to Septem-
ber of 2004, 21 NGOs were closed. Over the same
time period, sixty new non-profit organisations were
registered, as compared to 94 NGOs registered in
2003, mostly in sports.

A number of constraints have so far prevented
NGOs from realising their full potential. The most
essential of these constraints are the narrow base
of support for NGOs in the Belarusian society, the
shortage of resources to support NGO activities and
rigid administrative regulations that govern the es-
tablishment, operation and closure of NGOs.

The support base for NGOs

Despite a largely positive view of NGOs held by the
Belarusian public, there still remains a level of trust
and proactive support that must be earned by NGOs
within the Belarusian society. According to an opin-
ion poll conducted in 2000 by the National Acad-
emy of Sciences Institute of Sociology [5; p. 45],
approximately one-half of Belarusians believe that
NGOs are needed in Belarus. However, little over
10% of those polled indicated that they trusted the
NGOs. This ambivalent attitude of Belarusians to-
wards NGOs is a clear sign that NGOs can do more
1o increase their base of support within society. The
problem is clearly visible in the territorial distribu-
tion of NGOs. They are relatively well represented
in large and medium sized cities but maintain a very
limited presence in small urban settlements and es-
pecially in rural areas. The highest number of NGOs
are registered in Minsk City [5].

Similar disparities in NGO presence exist at the
Oblast level. Thus, according to the Department of
Justice of Brest City Executive Committee, of the
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123 NGOs active in the Brest Oblast, seventy are
based in Brest, around eight or ten are located in the
Oblast's medium-sized cities such as Baranovichi,
Kobrin and Pinsk, and only one to three NGOs are
based in the other Rayons of the Oblast. On aver-
age, there is one NGO per 3,000 adult population
nation-wide, one NGO per 4,000 adults in Brest and
one NGO per 16,000 adults in Baranovichi, a major
industrial centre with a population of 170,000.

In addition to being underrepresented in small
cities and rural areas, NGOs have very nominal levels
of public participation in their work. In a 2002 opin-
ion poll commissioned by UNDP’s Women's Leader-
ship Project some 3% indicated that they had partici-
pated in NGOs regularly over the previous five years
and another 7% stated that they had been involved
in a limited number of activities organized by NGOs.
Public involvement in local initiatives is particularly
small — at 0.1% of the adult population [2].

At present, most NGO activists and participants
are people with high levels of educational attain-
ment. As suggested by Table 5.4.1, the average
NGO activist is a person with higher education or
a university student. Self-fulfilment and respect of
others are viewed by these individuals as the main
components of their personal success. However,
the presence of people with secondary or upper-
secondary education among NGO activists remains
very low. As a result, the membership in NGOs does
not fully reflect the diversity of social and educa-
tional backgrounds in the Belarusian society.

Expanding the support base within society and
raising the levels of public trust are important pre-
requisites to a more sustainable NGO sector. To
this end, NGOs should increase their presence out-
side big cities. Some Belarusian NGOs have already
gained a degree success in this regard. By expand-
ing to the regions, the Belarusian Association for the
Support of Children and Teenagers with Disabilities
has increased its number of local chapters to 56.
Today, the Association brings together over 5,000
parents of disabled children and adolescents. Its
focus is on practical support and legal advice for its
members.

Raising public awareness of NGO activity is also
an important way for NGOs to broaden their base
of support. Public awareness measures should be
accompanied by a well-designed strategy to attract
people from more diverse backgrounds into the
realm of NGO activities. Rather than treating their
target groups as mere clients, NGOs should involve
them as active partners in their work.

Resources for NGO Activity

NGO operations are severely hindered by limited
funding for their activities. The problem is so acute
that most NGO activists rank it among their top con-
cerns [5]. Intheory, the lack of financial means could
be offset by citizen volunteerism. This option, how-
ever, has limited feasibility because of very low levels
of public involvement in NGO work.
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The limited number of domestic sources of
funding further complicates the situation. At present,
only a handful of NGOs (e.g. the Belarusian Union
of Youth) are being funded by the government. A
favourable environment for charitable and philan-
thropic activity by businesses and individuals has yet
10 be created.

Most NGOs must either survive on their own or
seek support from foreign donors. Roughly one-half
of NGO activists (52.9%) have indicated in a poll that
their organisations were being supported by foreign
grants. Of them, 9.5% stated that their dependence
on foreign grants had increased, and another 31%
indicated that it had remained unchanged.

This dependence on foreign financing creates a
lot of ambiguity for NGOs. On the one hand, grants
from foreign governments, private foundations and
international NGOs are helping Belarusian NGOs to
survive. Collaboration with these partners is contrib-
uting to positive action on a wide range of problems
facing the Belarusian society, from environment and
energy saving to civic education and protection of
cultural heritage. For example, Belarusian NGOs
have earned a good record as partners in distribut-
ing international humanitarian aid. Of all humanitar-
ian assistance received from 59 countries in 2004,
40% was distributed through NGOs [6].

On the other hand, the side effects are also ap-
parent. Current practices in evaluating and selecting
grant applications and in the monitoring of projects
are pushing many NGOs to put donor expectations
above those of their target groups. Other side ef-
fects include counterproductive competition among

Table 5.4.1
Profile of NGO activists (%)

Education
Incomplete secondary

Secondary
Upper secondary
Higher

Scientific degree

Prior employment
Another NGO

Education or science
Government

Industry or services

Private sector employee
International organisation
Politician

Student

No prior record of employment
Other

NGOs maintain

a very limited
presence in small
urban settlements
and especially

in rural areas

%

04
53
76
787
80

80
352
130
1141

57

08

11
167

57

34

Source: NGO member survey conducted in 2003 by the Civic Education Centre of the European Humanities Uni-

versity. Sample size: 263 people
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NGQOs for foreign grants, resulting in third sector frag-
mentation and isolation from the broader society.
Large NGOs that are usually more experienced and
better connected are in a better position to win this
competition, and promising local initiatives may be
sidelined as a result.

The government, donors and the NGOs them-
selves can do a great deal to address the shortage of
resources for NGO activity. By working to strengthen
their support in the Belarusian society, NGOs can
achieve higher levels of public participation in their
programmes in the form of volunteerism. Volun-
teering by the general public is extremely important
for NGOs, as it would strengthen their roots in the
broader society and help them align their activities
more closely to the needs of the populace. By im-
proving the environment for civil initiatives the gov-
ernment would increase NGOs' options for domestic
funding. This would resolve a host of problems with
NGO accountability that are presently being ad-
dressed by tightening administrative control over the
civil society.

Foreign donors could also make a positive dif-
ference by reviewing their policies and priorities.
Stronger international donor support is needed for
long-term projects, especially those implemented
at the local level. Grant aid should promote greater
presence of NGOs in the regions. To overcome the
fragmentation and counterproductive competition for
grant money within the NGO sector, networking and
partnership among NGOs should be encouraged.
Available experience suggests that NGO resource
centres and greater access of NGOs to the Internet
are effective tools for supporting such networking.

Some donors are already practising innovative
approaches to collaborating with Belarusian NGOs.
The Belarusian-German NGO partnership pro-
gramme «Overcoming borders» is a good example in
this respect. This programme is funding 45 different
projects in education, health, social support, energy
and environment, economic development and sup-
port for small and medium-sized business. Remark-
ably, most projects are being implemented in the re-
gions, contributing to deeper third sector penetration
outside the Belarusian capital.

International technical assistance projects should
leave more scope for NGO involvement. Partnership
with NGOs will not only strengthen their capacity but
also foster greater trust between NGOs, the govern-
ment and foreign donors.

Regulation of NGOs

Analysis of current legislation and trends in its appli-
cation reveals that Belarus has a de-facto licensing
procedure for NGO registration, which is complex,
expensive and difficult for many civil initiatives. For

example, NGO registration is conditional on obtain-
ing a ‘legal address’ in an office building. The pos-
sibility to rent office premises, however, depends on
the goodwill of the local authorities. Juridical per-
sons are not permitted to join NGOs, a policy that
severely constrains the growth of the NGO sector. In
addition, the law requires all persons who intend to
join an NGO to provide the address and telephone
number of their employer and sets minimum re-
quirements for NGO membership.

An ad-hoc interministerial commission was cre-
ated in 1999 to make final decisions on NGO registra-
tion and re-registration. The Commission meets at ir-
regular intervals. In 2003, for example, it met four times.
In addition, the Commission’s deliberations are closed
to NGO representatives and the media. Such lack of
transparency and predictability creates an additional
constraint on NGO registration.

In general, government control and intervention in
civil society development has been on the rise. In 2003,
the Ministry of Justice ordered comprehensive audits
of 81 NGOs. As a result, fifty-one NGOs were closed
and 810 were issued formal warnings (up from 121 in
2002) [7].

Collaboration with international partners is also
subject to government regulation and control. The De-
partment of Humanitarian Activity under the Office of the
President is the main supervisory body in this regard. It
was established in June 1997, by a presidential decree
with a mandate to implement state policy in the area of
humanitarian activities. As stated in the Decree, the De-
partment of Humanitarian Activities is an authority that
coordinates the work of Belarusian legal and physical
persons on implementing humanitarian programmes,
including the collection and distribution of humanitarian
assistance, and the organisation of child recuperation
visits abroad. Its mandate also includes oversight of the
appropriate utilisation of such assistance.

On 30 June, 2004, the Office of the President ap-
proved by Resolution No. 7, «Regulations on the reg-
istration, collection and utilisation of foreign grant aid».
Under the regulations, such aid can be subject to taxa-
tion or exempt from it. If an NGO fails to secure an ex-
emption, the recipient organisation is liable to a 24%
profit tax and ten different other taxes.

In order to strengthen social capital and promote
its formation, voluntary public associations should be
supported. To this end, it is necessary to simplify the
registration of NGOs that deal with important social
problems. The legislative and executive power should
review the existing legal frameworks.

The oversight of voluntary associations could be
delegated to society by ensuring coverage of their ac-
tivity in the media, debates in local legislatures and the
national parliament, and by involving NGOs as partners
in implementing local development initiatives.
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CONCLUSIONS AND RECOMMENDATIONS

The gradual pace of reform has made it possible to
avoid the most extreme social costs of economic
transition. However, as this Report suggests, seri-
ous imbalances still remain in the economy and so-
ciety, all of which can impede progress to sustain-
able human development. Addressing such human
development objectives as poverty reduction, im-
provement of education and health care, reducing
the rural-urban gaps in living standards, and many
others, requires substantial resources, which can
be generated only through sustainable economic
growth. Sustainable economic growth, in turn, is
unachievable without accelerating economic re-
forms aimed at addressing economic imbalances,
such as diminished international competitiveness
and efficiency, and shortage of investments.

The close link between sustainable human de-
velopment and sustainable economic growth has
been emphasised in a number of Global Human De-
velopment Reports, including those of 1996, 1997,
1999, among others. Indeed, advances in human
development can happen in times of declining rates
of economic growth and even during a period of eco-
nomic decline. However, sustainable improvement of
human development levels is impossible unless it is
based on sustainable growth. Conversely, advances
in human development are essential for sustainable
economic growth.

As indicated at the beginning of this report, the
essential macroeconomic changes needed to en-
sure sustainable growth may also generate significant
social costs affecting human development levels, at
least in the short term. For Belarus, then, responding
to the imbalances in development means finding the
right solution to the tension between accelerating the
necessary economic transformations and minimising
their negative social implications. The recommenda-
tions below present a way of dealing with this chal-
lenge, and could provide the basis for a broad-based
public debate on the nation’s future development.

Making globalisation and EU enlargement
work for human development in Belarus

The fast pace of globalisation makes the human de-
velopment of individual nations increasingly depend-
ent on the international environment. Belarus is no ex-
ception in this regard, as its open economy is highly
reliant on foreign trade. The accession of ten new na-
tions to the EU in May 2004 has greatly increased the
economic power of this regional alliance, and con-
sequently its significance for Belarus as a large and
lucrative export market, a source of investments, high
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technologies, and modern management practices. In
light of these developments, Belarus should carefully
adjust its trade priorities with respect to the EU, Rus-
sia and its other trade partners within and outside the
CIS. This should include the adoption of a partner-
ship programme with the EU that would set a range of
short, medium and long-term objectives.

The emphasis should be on increasing the share
of high value-added and high-tech products in Bela-
rus’ EU exports and on seeking new markets out-
side Russia and the EU. At present, the growth of
exports to the EU and other large markets is con-
strained by insufficient product quality, as well as by
the lack of proper customer service, product support
and by poor marketing. Raising product quality and
improving product promotion is the main tool for in-
creasing export. To this end, Belarusian manufactur-
ers should be encouraged to adopt more stringent
EU standards with respect to product and environ-
mental safety and energy efficiency. Increasing Be-
larusian investment in joint production, marketing and
product support ventures in the new EU members is
an important means of maintaining and increasing
exports to the new EU member countries. In the long
run, successful export promotion and diversification
will depend on an improved environment and legal
framework for external investments, and on targeted
policies to promote innovation and technological ad-
vancement, thus increasing the competitiveness Be-
larusian economy.

WTO accession will provide Belarus with easier
access to foreign export markets, but will also re-
quire significant structural reforms to maintain com-
petitiveness. Membership in WTO is also consistent
with the long-term objectives of economic collab-
oration within the EU — Russia — Belarus triangle.
WTO accession will provide Belarus with the tools
to deal with some of the protectionist practices —
such as anti-dumping tariffs and product quotas —
that constrain access of Belarusian goods to EU and
other markets. WTO accession is also important be-
cause many of Belarus’ current and prospective mar-
kets are either operating by the rules consistent with
WTOQO principles or are actively adopting them. While
WTO rules and standards already apply within the EU,
Russia is also rapidly moving ahead with their imple-
mentation.

However, WTO accession will also demand the
opening up of the economy to foreign competition
by lowering or even eliminating customs protection,
including for industries that are not competitive at
present. WTO accession will leave no alternative to

Sustainable
improvement
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it is based
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cost-cutting, efficiency and productivity-promoting
measures in many Belarusian enterprises, including
reductions in excessive employment.

Ensuring sustainable growth
by accelerating structural reforms

Enterprise restructuring should be accelerated in
order to increase the competitiveness of the Belaru-
sian economy, improve its financial health and make
it more attractive to foreign and domestic invest-
ments. At present, advances in economic perform-
ance and growth are constrained by a large number
of loss-making and low-profit enterprises that enjoy
many types of direct and indirect subsidies provided
at the expense of well-performing firms.

A major step in this regard could be targeted
support for dynamic and profitable industries, in-
cluding by exempting reinvested profit from taxa-
tion. The proportion of loss-making and low-profit
companies should also be reduced both by accel-
erating the adjustment of such companies to market
demand and by gradually discontinuing central sub-
sidies for firms without real chances of structural ad-
justments. At the aggregate national level the costs
of keeping unreformed loss-making companies run-
ning are progressively increasing. The gains in the
form of retained employment levels are offset by the
mid and long-term costs, as the resources needed
to sustain such companies are being drained from
profitable sectors whose expansion is essential for
sustainable growth.

To ensure economic stability, income policies
should be closely aligned with enterprise reform
and investment policies. Accelerated growth of per-
sonal incomes over a relatively short period of time
could raise production costs and, consequently, re-
duce the price competitiveness of Belarusian prod-
ucts and raise the inflation rate.

On the other hand, higher personal incomes
could also become a source of domestic invest-
ments. Personal savings could be attracted by banks
and other financial intermediaries — such as insur-
ance companies or stock exchanges — and invested
in efficient and profitable firms. However, given the
low profitability and the high share of unprofitable
companies in the economy, banks and financial in-
stitutions will be very limited in their ability to offer at-
tractive interest on savings accounts, because too
few enterprises will be able to afford the interest rates
on loans. Increases in private investments, therefore,
should follow (and not precede) improvement of en-
terprises’ economic efficiency.

The main strategic objectives of economic re-
structuring should be to achieve a higher level of
specialisation of Belarusian industry and faster dif-
fusion of new technologies. Restructuring should
emphasise the growth of the less capital-intensive
sectors and competitive industries that rely on the
local resource base and produce goods for the end
consumer (as opposed to primary and intermediate
products).

Increased innovation activity will be key to ensur-
ing sustainable growth in the Belarusian economy in
the long run. To this end, strong institutions should be
pbuilt to achieve synergy among three main elements
of the emerging national innovation system — edu-
cation, research and industry. Such synergy would
be critical to ensure that the high educational attain-
ment levels of the work force and the existing capaci-
ties for scientific research fully reflect the needs of
the economy. Support for innovation should be the
shared priority of industrial, financial, regional, invest-
ment and other policies. Additional incentives should
be created to ensure broader diffusion of innovation
within the economy, including changes in the intel-
lectual property rights to the outputs of research ac-
tivities and support for innovation-driven small busi-
ness. Educational reform is an important prerequisite
1o successful innovation paolicies, as it would help nar-
row the gap between the education and qualification
patterns in Belarus and the demands of modern in-
novation systems.

Managing regional disparities effectively

The Report highlights significant territorial imbalan-
ces in human development indicators, most of which
have been inherited from the Soviet era but dete-
riorated during the transition. Further deepening of
regional inequalities can be a major side effect of
future economic reforms unless concerted action is
taken to manage these disparities.

The primary objective of the regional policy
should be to reduce the inequality of opportunity
and conditions for development in individual re-
gions. The key target of such policies should be the
economically depressed areas that have emerged
during the reform period, particularly small towns with
unstable industrial enterprises and the rural commu-
nities formed around poorly performing agricultural
farms. The future economic opportunity of many of
the economically depressed areas is linked to their
role as sub-contractors serving the closest centre of
economic growth. The main priorities for government
actions should include support for the modernisation
of formative enterprises, promotion of productive
employment, increasing the profitability of agricul-
tural producers, and development of social services
and targeted support for the needy.

Regional policies should reflect the needs of
the areas with special development needs. Of such
areas, the parts of the country affected by the radi-
oactive fallout from the Chernobyl nuclear accident
should take priority. The main objective should be
to achieve a full recovery of the Chernobyl zone by
minimising the negative impact of radiation on health
and promoting its socio-economic development.
At present, the main emphasis should be on eco-
nomic recovery. SME development and the growth
of free economic zones are important tools in achiev-
ing such a recovery. To protect the health and well-
being of the resident population, core objectives of
government policies in all affected areas should

BELARUS: ADDRESSING IMBALANCES IN THE ECONOMY AND SOCIETY



include continuous radiation monitoring, and medical
and social support for the affected population. The
international community can play a positive role in
this regard by contributing best practices, scientific
and technical expertise and by implementing human-
itarian projects. The socio-economic recovery of the
Chermobyl zone should also be implemented through
careful targeting of interventions to match them to the
specific social, environmental and economic needs
of each affected community.

Expanding the financial powers and mandates
of the local governments is an important means
to promote human development at the local level.
The devolution should start by identifying the func-
tions and responsibilities that can be delegated to
the local level and by strengthening the revenue-
generating capacities of the local budgets. The
local communities should be encouraged to ex-
pand their revenue base and increase the number
of taxpayers. SMEs have great capacity to gener-
ate significant amounts of tax revenue. Therefore,
local governments should play a more proactive
role in creating a supportive environment for small
business and contributing to national SME promo-
tion policies. Successful decentralisation policies
should also build on mature civil society institutions
and local democracy that empower citizens to influ-
ence local development policies.

Increasing the levels of social and human
capital

The demographic situation in Belarus remains tense
and is marked by a fast decline in fertility and a rapid
rise in mortality, particularly among the working-age
male population. Adequate policies are required to
stabilise the situation. As a matter of priority, these
should include measures to improve the diagnosis
and treatment of the most prevalent chronic and
epidemic diseases, strengthening of primary care
and streamlining of inpatient medical care. It should
also be remembered that many of the existing health
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threats are determined more by social than by
medico-biological factors. Therefore, improvements
in health care should necessarily be accompanied
by better prevention, whose effectiveness would de-
pend, in the long run, on improvements in the overall
morale within society.

Measures to increase fertility should be tar-
geted primarily at young families who would like to
have but cannot afford more children. The dispro-
portionate risk of poverty borne by families with many
children is one of the most common causes of low
fertility. A sound income policy is needed to address
this cause by focusing on the economic empower-
ment of families. Reducing the de-facto discrimina-
tion in employment of women with dependent chil-
dren should be an important element of such a policy.
Possible approaches include compensation by the
state of the extra costs associated with the hiring of
socially vulnerable groups of population. Support for
families with children should also be strengthened.
This includes, inter alia, policies to improve availability
of day-care places, expand the network of social as-
sistance agencies for families, and improve maternal
and child health care.

Support for voluntary citizen associations is es-
sential for the preservation, growth and constructive
utilisation of social capital. It is necessary to simplify
the registration procedures for public associations.
The legislative and executive powers should review
the existing procedural norms. Leisure and educa-
tional associations should receive targeted support.
The ethical norms developed in the course of their
activity would promote young people’s socialisation,
encourage the attitudes of civic responsibility and en-
able greater social control over deviant behaviour.

Itis believed that by implementing the above set
of recommendations, Belarus could accelerate its
progress towards sustainable human development,
preserve the unique features of its socially oriented
economic system and respond to the challenges of
globalisation and EU enlargement.

Many of the existing

health threats
are determined
more by social
than by medico-
biological factors
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APPENDIX 1

TABLES OF HUMAN DEVELOPMENT INDICATORS

Table 1
Production: gross domestic product

Year 1990 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004
GDP per capita (thousands of roubles)

at current prices 42 119094 18882.6 362572 697144 3015446 9129 17224 26336 37032  5033.0
at constant prices (1995) 182100 119094 122813 137421 149655 155240 164747 173126 182702 196580 219386
in purchasing power parity US dollars ** 4608 4959 5320 5828 6644

** This indicator is calculated on a comparative basis with 2000, based on the GDP growth rate and the US $ devaluation rate.
* In Table 1 and the following tables, the price indexes for 2000 include the denomination of the Belarusian rouble (1:1000); the data for 2003 and 2004 are estimates and could be slightly adjusted

Table 2
Inflation, debt, and foreign aid

Year 1990 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004
Inflation (% of change

in consumer prices)*
Deficit(-)/Surplus(+) of the
consolidated budget (% of GDP)
Balance of payments deficit

(% of GDP)**

Absolute volume of external debt (mil-
lions of US dollars)

344.0 139.3 163.1 281.7 351.2 207.5 146.1 1348 1254 1144

2.3 2.7 -1.9 2.2 -1.4 -2.9 -0.6 -1.6 -0.2 -1.6 0.04

2.7 0.5 -0.5 -0.4 -0.3 0.6 0.0 0.7 -01 1.1

21832 19084 21463 23695 22247 21225 24470 30670  3369.1 43491

External public and private debt service

40.6 28.5 274 334 34.8 27.8 28.9 33.0 29.1 27.8
(% of exports)

* end-of-the-year data
** Calculated on the basis of the average chronological rate of the Belarusian ruble
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Table 3
Public revenues and expenditure

Year 1000 1995  19% 1997 1998 1999 2000 2001 2002 2003  2004*
Public revenue per capita 15 34794 49873 111576 237870 1051206 3179 5764 8702 12367 22451
(thousands of roubles)

% of GDP 353 292 264 307 341 349 348 335 330 334 M6

Public consumption expenditure

) 1.0 24474 3880.7 73682 138485 588123 1778 3722 553.8 791.7 10165
per capita (thousands of roubles)

% of GDP 23.9 20.5 20.6 20.3 19.9 19.5 19.5 21.6 21.0 214 20.2
Public expenditure on total social
objectives** per capita 0.4 16285 26015 50948 94258 394992  118.6 235.8 365.2 510.8 671.4
(thousands of roubles)

% of GDP 10.3 137 138 141 135 131 13.0 13.7 139 13.8 13.3
Public expenditure on health
and physical culture per capita 0.1 580.1 950.5 1850.5 34495 15031.2 455 87.5 128.0 183.7 2453
(thousands of roubles)

% of GDP 25 49 5.0 5.1 49 5.0 5.0 51 49 5.0 49

of which public expenditure on health
per capita (thousands of roubles)

% of GDP 49 5.0 48 4.6 4.5

Public expenditure on education
per student (thousands of roubles)

448 85.9 125.4 1714 228.0

252.6 479.5 674.9 9116 945.5

Expenditures of the Fund for Social

Support Pensions per recipient 298.6 502.3 8986 17319 7038.8 239 52.5 747 102.1 144.0
(thousands of roubles)
lump-sum payments 120.8 300.4 1174.0 1978.8 8313.5 27.5 55.2 100.2 1473 182.0
funeral payments 4259  1009.3 15988 27974  10218.3 53.0 118.1 189.1 253.0 342.2
monthly payments 461 92.7 198.7 4578 2033.0 5.6 1.6 26.5 38.3 474

Average monthly unemployment

L 91.3 136.1 188.5 3472 1149.5 32 7.2 15.9 20.8 272
allowances per recipient

* Starting 2004, national budget expenditures include expenditures from the State Social Protection Fund (in accordance with the law «On the 2004 state budget»)
**Health, education, cultural and community activities, housing and social security
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Table 4
Economic activity by gender

Year 1990
Population of working age, at January

5691.8
(thousands of persons)

of which men (thousands)
of which women (thousands)

Economically active population, total
(thousands)

of which men (thousands) 2940.2

Men
Economically active (as % of male
population aged 16 — 59)

All employed (including

self-employed), thousands 24781

Unemployed, as registered in the
state-run Employment Service
(thousands)

Women
Economically active (as % of female
population aged 16 — 54

All employed (including self-

employed), thousands 2672.1

Unemployed, as registered in the
state-run Employment Service
(thousands)

Women'’s equality in employment
Women in wage employment in the
non-agricultural sector **

Female administrators and manag-
ers (%)***

Female professional and technical
workerg****

Seats in parliament held by women

4.0
(% of all seats)

* Preliminary Data
** Estimate

1995

5665.0

2147.5
2376.7

4524.2

2928.4

733

2106.7

418

86.8

2303.9

72.8

56.2

435

48.2

40

1996

5672.6

21931
2343.9

4537.0

2933.0

747

2128.0

65.1

85.4

2236.8

1071

56.4

446

483

14.0

1997

5685.5

2184.8
23431

4527.9

2936.5

744

2128.6

56.2

85.0

2241.3

101.8

56.1

455

479

14.0

1998

5707.2

2183.9
2343.9

4527.8

2939.6

742

2146.5

374

84.2

2270.1

73.8

55.6

455

473

13.6

1999

57521

2163.2
2378.8

4542.0

2949.0

731

21278

354

84.3

23142

64.6

55.4

46.0

46.8

13.4

2000

5809.3

2151.5
2385.5

4537.0

2966.9

72.3

21139

376

83.3

23271

58.4

55.9

46.9

471

13.5

2001

5872.4

2126.8
2392.7

4519.5

2986.6

7.0

2085.0

418

82.5

2332.4

60.3

56.0

474

471

18.4

2002

5918.0

21038
2396.5

4500.3

3004.3

69.7

2056.9

46.9

82.0

23239

72.6

55.9

478

46.9

20.2

*** As% of all wage earners in the non-agricultural sector, including administrators and managers, professional and technical workers (at the end of the year)

**** Specific portion of female administrators and chief specialists among the general number of administrators and chief specialists (at the end of the year)
**xxx As% of all professional and technical workers in non-agricultural sector. All employment and unemployment data is measured in average annual data
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2003

5966.1

2085.9
23941

4480.0

3032.6

68.4

20333

52.1

815

2305.5

88.6

55.5

478

46.6

19.3

2004 2005*
6009.7 6037.3

2072
2375

4447

30647 3091.7

67.3"

2034

379

80.6

2301

74.0

55.1

455

46.2

19.3 30.1

59



Table 5
Net annual wages and net earnings per month, at current prices, by gender

Year 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004
Men

Average wage, in December
(thousands of roubles) 1139.0 1686.0 3620.3 8606.2  38540.7 97.2 181.9 2458 3342 4784

Average wage in non-agricultural em-
ployment in December 1285.2 1916.6 4146.4 9848.1 44015.0 109.5 204.0 276.8 3752 527.7
(thousands of roubles)

Average wage in agricultural employ-
ment, in December* 411 1067.6 2103.4 4713.3 19884.8 54.3 101.0 124.0 163.3 264.2
(thousands of roubles)

Women
Average wage in December (thou-
sands of roubles) 900.4 1449.5 2926.4 7304.7 31051.0 78.7 150.4 198.8 265.5 388.2

Average wage in non-agricultural em-
ployment in December 943.3 1525.2 3116.3 7790.6 32708.7 82.6 158.1 208.9 278.6 404.7
(thousands of roubles)

Average wage in agricultural employ-
ment, in December * 659.2 969.0 17425 4003.2 18829.3 49.7 90.7 114.2 1493 239.3
(thousands of roubles)

* Average monthly wage in agriculture and forestry.

Table 6
Distribution of net disposable household income, in % for different quintile groups

Year 1995 199% 1997 1998 1999 2000 2001 2000 2003 2004
| quintile group 96 99 08 9.2 93 93 01 03 08 99

Il quintile group 139 142 14.1 13.4 137 137 135 137 141 141

Il quintile group 176 176 176 17.0 75 175 17.3 174 178 17.7

IV quintile group 25 21 22 21 25 25 25 23 25 23

V quintile group 364 36.2 364 383 370 370 376 373 3.8 3.0
Total 100 100 100 100 100 100 100 100 100 100
Median (thousands of roubles) 4764 733 13316 26140 115148 332 646 1011 1378 1858
Ratio of upper to lower quintile 38 37 37 42 40 4.0 41 40 36 36
fg?;ﬁrﬁﬁﬁm quintie in national 96 99 98 92 93 93 91 93 98 99
Gini index 0261 0254 0258 0283 0269 0270 0278 0272 0254 0254
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Table 7
Poverty

Year 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004

Minimum subsistence budget

4241 659.2 11011 2159.6 110415 30.1* 50.0 79.0 105.3 125.7
(thousands of roubles)

Share of persons with income below
50% of the minimum subsistence 32 3.1 2.3 29 5.7 4.7 24 2.5 18 1.0
level (% of the total population)

Poverty depth ratio 9.5 9.3 74 7.9 12.7 10.8 6.9 7.0 59 34
Poverty acuteness ratio 34 33 2.6 2.8 49 41 25 25 2.0 1.1

Share of the population with in-
comes below the minimum subsist- 384 38.6 321 33.0 46.7 419 28.9 30.5 271 17.8
ence budget (% of total population)

Persons in relative poverty (with in-
comes below 60% of the national
median income),

% of total population

1.5 12.0 1.4 121 12.9 131 13.4 13.3 11.6 10.8

Average expenditure on food
(% of total consumption expendi- 61.6 58.0 57.6 56.7 59.5 59.6 56.1 52.8 47.9 46.0
ture)

* After denomination (1:1000)

Table 8
Demographic background

Year 1990 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005
Population* (thousands of persons) 101889 102104 101773 101419 100930 100452 100195 99904 99509 9898.6 98491 9300.1
of which women (thousands) 54114 54308 54100 53873 53571 53276 53163 53027 52845 52609 52389 52170
of which men (thousands) 47775 47796 47673 47546 47369 47176 47032 46877 46664 46377 46102 45831
% women 531 532 532 531 531 530 531 531 531 531 532 532
% men 469 468 468 469 469 470 469 469 469 469 468 468
9% urban 66.1 679 68.1 684 688 69.3 69.7 702 707 74 5 720
% rural 39 321 319 316 312 307 303 298 293 289 285 280
% under 15 231 21 216 210 204 195 189 183 175 169 162 156
9% 65 and over 105 122 127 129 132 133 133 135 138 140 143 145
% over the pension age 196 210 212 214 215 215 214 213 212 212 21 212
% of men of 60 and over 282 293 295 299 305 313 316 320 K7A 316 309 302
% of women of 55 and over n8 707 705 701 69.5 68.7 684 68.0 679 684 69.1 69.8
Total fertility rate 1913 1406 133 1250 1300 1308 1310 1273 1222 1206 1201

Natural increase per 1,000 population 32 32 37 46 44 49 41 49 59 55 52

Total increase per 1,000 population 01 33 35 -48 42 -3.1 29 40 53 50 50
Dependency ratio** 506 52.1 520 513 50.7 488 476 466 456 4.7 439 431
Es::gﬁsef*zind internally displaced 5 » 190 200 120 5 6 %

* For definitions, see UN Statistical Commission Recommendations for 2000 population and housing censuses in the ECE region, 1998, para.83, p.21
**Persons aged under 15 plus men aged 60 and over plus women aged 55 and over relative to the total population at working age (%).
*** Implementation of the law «On refugees» adopted on February 22, 1995 began in 1998.
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Table 9
Nutrition

Year

Average daily supply of calories per
capita

Average daily supply of animal proteins
per capita (grams)

% pregnant women with iron deficien-
Cy anemia

Exclusively breastfed children at
3 months of age (as % of all children
at 1 year of age for the same year)

* For 1991

Table 10

1990

13.9

48.9*

1995

2803

34.4

243

48.3

1996

2865

37

275

50.1

1997 1998 1999

2874 2828 2767

36.5 385 40

29.6 28.7 31.0

61.3 65.9 67.3

2000

2774

41

30.6

68.3

Educational status of persons aged 25 years and above by gender**

Year

Men
% who completed upper secondary
education

% who completed tertiary education

Women
% who completed upper secondary
education

% who completed tertiary education

* Data from the 1989 and 1999 censuses
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1990

34.0
29.3

241
30.1

1995

1996

1997 1998 1999

398
37.7

28.3
a7

2000

2001

2819

42

30.5

76.3

2001

2002

2791

43

28.6

788

2002

2003

2613

42

283

80.6

2003

2004

2690

44

284

80.8

2004
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Table 11
Education

Year 1990
Gross enrolment rate, ages 6 — 22

males

females

Boys
Pre-primary (ages 5 and below)

Basic primary (ages 6 — 9)

Basic lower secondary
(ages 10 - 15)

Upper secondary general
(ages 16 - 17)

Upper secondary vocational/techni-
cal (ages 16 - 19)
Tertiary (ages 16 — 22)

Girls
Pre-primary (ages 5 and below)
Basic primary (ages 6 - 9)

Basic lower secondary

(ages 10 - 15)

Upper secondary general

(ages 16 - 17)

Upper secondary vocational/techni-
cal (ages 16— 19)

Tertiary (ages 16 — 22)

Primary education and literacy
Proportion of pupils starting grade 1
who reach grade 5, total
Boys
Girls

Literacy rate of 15 — 24 years old per
1000 of the respective gender and

age *%
Men 997
Women 998
Total 998

Ratio of literate women to men at age
15-24 **

Ratio of girls to boys
Primary

100

Secondary
Tertiary

** Data from the 1989 and 1999 census
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1995
72.8
72.8
72.9

70.6

94.5

95.5

414

28.0

28.7

56.3

92.9

95.1

58.2

16.0

341

98.4
98.1
98.6

98.3
141.6
118.8

19%
73.6
73.3
74.0

66.3

947

94.8

451

256

293

59.1

933

943

61.5

15.8

356

96.8
96.8
96.8

98.5
136.4
1215

1997
75.2
746
75.8

69.3

96.8

94.0

48.0

26.7

30.3

62.4

96.0

935

64.8

14.6

384

96.1
9.8
96.4

99.2
135.0
126.7

1998
78.1
77.0
794

719

106.6

92.9

483

26.8

314

65.8

105.9

9.7

66.1

15.3

419

96.6
9.9
96.4

99.2
136.9
133.4

1999
78.8
77.0
80.5

72.0

107.7

93.1

48.7

255

322

68.4

106.9

92.9

65.6

16.5

434

97.2
96.5
97.8

998
998
998

100

99.2
1347
1348

2000
78.9
771
80.9

73.0

108.2

939

46.7

25.7

334

68.5

107.4

939

62.8

16.1

451

97.9
97.2
98.6

99.3
1345
135.0

2001
79.0
76.8
81.2

1.8

106.0

96.0

47.0

253

343

69.5

104.7

9.8

62.7

16.1

474

98.6
98.3
98.9

99.0
1334
138.2

2002
83.9
81.4
86.5

70.1

104.4

88.6

473

241

35.1

68.4

103.6

87.9

62.8

14.8

491

98.1
97.7
98.5

99.2
132.8
139.9

2003
84.1
815
86.8

80.6

102.8

89.6

50.6

235

36.2

78.8

102.2

89.2

65.5

13.8

50.5

98.2
97.9
98.4

99.4
1294
139.5

2004
84.2
81.6
87.0

815
100.8

90.6

53.5

22.6
378
79.6
100.2

89.8

68.6

12.9

52.1

98.2
97.8
98.6

99.4
128.2
1378
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Table 12
Health services

1990 1995 199 1997 1998 1999 2000 2001 2002 2003 2004

Per capita total expenditure

on health, physical culture

and social services (public and private) 701.7 7322 748.7 868.3 928.9 10312 11532 12093 12549 12875  1304.2
at constant 1995 prices

(thousands of roubles)

Per capita health expenditure by pri-
vate households at constant 1995 pric- 39* 94.5 80.1 162.9 160.3 190.8 2281 407.0 4818 564.1 639.1
es (thousands of roubles)

Immunised children (as % of total reg-
istered children)
of which immunised

against tuberculosis 06 %2 975 982 988 992 992 993 992 992 992
diphtheria ©4 B89 977 %7 986 987 91 992 99 99 990
whooping cough 85  ®9 %7 %7 976 980 96 98 985 95 97
polio 88 %1 979 93 986 988 992 92 91 90 991
measles %2 928 %4 976 980 984 92 989 990 988 990
epidemic parotitis 82 83 %0 98 92 91 %1 99 990 988 990
:/){)e(r)sf:rll:ZIS attended by skiled health 999 999 999 999 999 999 999 999 999 999 999

Intrauterine device and hormone

contraceptive prevalence rate, % 27.8 33.5 34.1 331 34.6 311 30.9 319 34.2 38.0 371
%

*Inroubles.
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Table 13

Selected mortality rates by gender

Year

Men/boys
Life expectancy at birth (years)

Infant mortality rate
(per 1000 born alive)

Under-five mortality rate
(per 1000 born alive)

Mortality from malignant neoplasms
(per 100,000 males)

Mortality from cardiovascular condi-
tions in men under 65 years of age
(per 100,000 males)

Mortality from tuberculosis
(per 100,000 males)

Women/girls
Life expectancy at birth (years)

Infant mortality rate
(per 1000 born alive)

Under-five mortality rate
(per 1000 born alive)

Mortality from malignant neoplasms
(per 100,000 females)

Mortality from cardiovascular condi-
tions in women below 65 years of age
(per 100,000 females)

Mortality from tuberculosis
(per 100,000 females)

Maternal mortality ratio
(per 100,000 live births)
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1990

66.3

14.1

17.4

2105

2191

71

75.6

10.0

12.8

1383

102.2

22

1995

62.9

15.6

19.1

2422

2959

1.2

74.3

10.9

13.8

1452

1247

2.1

1996

63.0

14.2

17.9

238.2

2912

1.5

743

10.7

13.6

1411

124.8

15

22

1997

62.9

144

17.6

246.0

290.3

12.5

743

10.4

12.9

144.8

123.8

26

1998

62.7

13.3

16.8

246.0

295.7

12.8

74.4

9.1

11.6

1483

1227

28

1999

62.2

13.5

17.3

2494

304.3

15.8

739

9.3

121

1515

128.6

2.5

20

2000

63.4

10.7

13.8

246.6

289.8

13.3

747

7.9

10.7

148.0

17.8

19

21

2001

62.8

10.2

13.0

2455

3138

15.4

745

8.0

10.0

150.7

1249

21

14

2002

62.3

8.6

12.2

2449

3276

17.5

741

6.9

9.4

1475

128.6

2.3

2003

62.7

9.0

114

240.5

3203

19.7

747

6.4

8.3

1413

1205

2.2

2004

63.2

8.0

10.5

239.7

305.8

20.4

75.0

5.8

7.7

145.7

110.8

29

16.9

65



Table 14
Morbidity

Year

Vaccine related diseases
Diphtheria
new cases, number

prevalence rate per 100,000

Tuberculosis
new cases, number

prevalence rate per 100,000
proportion of cases cured

Other major diseases
Malaria
new cases, number

prevalence rate per 100,000
HIV/AIDS

new cases, total

female

male

prevalence rate per 100,000

HIV cases in persons ages 15-24
female

of which pregnant women

male

Table 15

1990

22
0.2

3039
298
22.5

1995

322
3.2

4511
443
17.6

16
0.2

1996

179

5008
493
18.5

0.05

1021
263
758

10.0
733
201

17
532

1997

96
0.9

5400
534
19.9

0.1

653
156
497
6.5
422
112

310

Environmental risk, management, and protection

Year

Proportion of land area covered by
forest

Area protected to maintain biological
diversity (% of total land area)

Energy use (kg of fuel equivalent in
millions of roubles) per unit of GDP at
constant 1995 prices

* Per unit of GDP in constant 1995 prices
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1990

35.6

5.8

339.4

1995

39.9

58

2911

1996

401

6.5

284.4

1997

40.2

6.9

264.8

1998

36
0.4

5595
55.6
21.0

0.1

554
152
402
5.5
303
93
22
210

1998

40.3

6.9

2827

1999

38
0.4

5379
53.6
214

11
0.1

411
144
267
4.1
209
90
13
19

1999

405

7.0

2211

2000

52
0.5

4989
499
21.0

20
0.2

527
165
362
5.3
244
9%
18
148

2000

40.6

7.5

209.4

2001

25
0.3

4740
475
239

0.1

578
158
420
58

291
101

24
190

2001

39.0

76

201.0

2002

0.1

447
450
253

0.1

915
282
633
9.2

446
173

35
273

2002

39.5

76

189.7

2003

12
0.1

4599
46.6
52.5

0.1

3
253
460
72

295
143

4
162

2003

39.8

7.6

180.1

2004

16
0.2

4970
50.6
384

11
0.1

778
303
475
79
293
152
121
141

2004

402

7.9

166.1
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Table 16

Principal air pollutants

Year 1990 1995 1996 1997 1998 1999 2000 2001
Carbon monoxide (CO)* 19 9 8 9 9 8 9 10
Sulphur dioxide (SO,)* 55 21 20 15 14 12 11 11
Nitrogen dioxide (NO,)* 10 5 5 5 5 5 5 5
Volatile organic compounds* 14 7 6 6 5 5 6 6
Toxic waste*

Proportion of families using solid fuels 28.1 316 26.0 236 211 18.9 18.0
* Releases of industrial pollutants in Kg per capita

Table 17

Household Characteristics

Year 1990 1995 1996 1997 1998 1999 2000 2001

Average total dwelling space

17.9 19.7 19.9 20.2 20.6 20.8 212 216
per person (square metres)

% of households who share toilets and

kitchens with other households 50 59 37 4 48 41 37
Cost of accommodation, including utili-
ties (as% of total household expendi- 47 5.6 48 3.6 2.0 3.0 48
ture )*
Average number of hours per day of
electricity:
in urban areas 24 24 24 24 24 24 24 24
in rural areas 24 24 24 24 24 24 24 24
% of households with access to safe
drinking water**:
in urban areas 100 100 100 100 100 100 100 100
in rural areas 100 100 100 100 100 100 100 100
Home ownership rate 59.3 62.7 62.8 61.9 64.6 735 73.2

* Cost of accommodation includes rent (as relevant), mortgage interest (as relevant), water, electricity, gas, heating, and minor repairs
** Proportion of the population with access to any of the following sources of drinking water: tap water, communal wells, public hand pump wells, secured wells, secured sources and collec-

tors of rain water.

Table 18

Crime and public safety

Year 1990 1995 1996 1997 1998 1999 2000 2001
Violent crimes per 100,000 population* 26 34 35 37 39 38 38 35
Wh|te collar crimes per 100,000 popu- 8 13 19 20 19 19 o1 2
lation**

% ofrecorded crimes, in which the 634 614 658 673 717 70 700 632
perpetrator is convicted* * *

Drug-related crimes per 100,000 per- 5 7 1 » 11 1 10

sons

* Includes homicide, attempted murder, infliction of serious bodily harm, sexual assault and attempted sexual assault

** Includes crimes recorded by the police, such as abuse of power or authority, negligence, corruption and other calculated per 100,000 people

*** % of solved crimes
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2002
9
10
5
6
3
217

2002

219

44

7.2

24
24

100
100
747

2002
38

30

64.1

2003

10
9
6
6
3

19.2

2003

223

47

1.1

24
24

100
100
728

2003
37

33

59.7

2004
10

9

6

7

3
20.1

2004

22.6

4.7

10.1

24
24

100
100
734

2004
38

32

62.5

67



Table 19

Social inclusion/exclusion

Year

% of school drop-outs

Number of telephone lines

per 100,000 persons

Mobile phones per 100,000 persons
Internet hosts per 100 persons

Number of television receivers
per 100 households

% of households without a television

Table 20

Human development index*

Year

Indicator values
Adult literacy rate (%)

Men

Women
Combined gross enrolment ratio (%)
Life expectancy at birth, years
Per capita GDP, PPP US Dollars**

Index values
Education index

Life expectancy index

GDP index

Human Development Index
Gender related development index

* Standardized in terms of its level in 2000

1995
0.36

15340

51.0

103

7.8

2000

99.6
99.8
99.4
79
69.0
4608

0.927
0.733
0.640
0.767
0.766

1997

0.41

18740

87.8

0.02

104

6.3

2001

99.7
99.8
99.5
79
68.5
4959

0.927
0.725
0.652
0.768
0.767

1998

0.92

20330

1312
0.03

118

4.6

1999
0.83

22260

2441
0.04

116

42

2002

99.7
99.8
99.5
84
68.0
5320

0.945
0.7117
0.664
0.775
0.775

2000

0.61

23410

509.5
0.05

119

42

** This value is calculated compared to its level in 1996, taking into consideration the GDP growth rate and the US §$ rate of devaluation
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2001
0.50

24480

1422.8
0.08

115

5.0

2003

99.7
99.8
99.6
84
68.5
5828

0.945
0.725
0.678
0.783
0.783

2002
0.43

25640

4664.4
9.0

118

4.1

2003 2004

0.45

26742

11294.9
16.3

120

3.7

2004

99.7
99.8
99.6
84
69.0
6644

0.945
0.733
0.700
0.793
0.793

27846

24858.2

251

125

3.9
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APPENDIX 2

SELECTED SOCIO-ECONOMIC
DEVELOPMENT INDICATORS

Table 1

Belarus in the global community of nations*

Unit of measurement
Percentage share of Belarus 0
Land area b
Population %
Life expectancy
Men Years
Women Years
Natural population increase per 1000 %o
Unemployment rate %
GDP per capita *** us$
Share in the GDP
Total consumption expenditure %
Gross savings %
Net export %
Per capita export volume USs$
Per capita import volume us$
Per capita output volume
Electricity Kilowatt-hours
Steel Kilograms
Cement Kilograms
Mineral fertilizers, nutrient content Kilograms
Televisions, per 1000 population Units
Refrigerators and freezers, per 1000 population Units
Butter Kilograms
Grains and cereals Kilograms
Meat, slaughter weight Kilograms
Milk Kilograms
Energy consumption per unit of GDP, oil equivalent cost Kilograms of standard
in PPP US Dollars*** fuel per $1 of output
Labour productivity*** US $, thousands

* Data refer to 2001-2003

** State of the world population, UNFPA 1998.

*** Human Development Report, Minsk Technologiya Publishers, 2004.
Source: CIS and the world - a collection of articles Moscow. 2004
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Global average

0.15

0.16

63.4
67.7°
16.7

7804

946
978

2345
145
257

23
215
1.4
1.2
335
39
80

0.24

European Union

6.4

2.6

75.3

814

2.8

7.8
26100

8.7

20.1

1.2
5948
5800

6621
419
500

338
47
50

537
95.3
319

0.17

60.7

CIS

0.94

36

60

73
2.1
74

6115

70-80

15-20
5-10
690
410

4573
364
200

775
12

1.0

1.8
580
32
237

0.65

14.1

Belarus

62.7
747
5.6
3.1
5520

80

239

-3.9
174
1243

2698
172
250
502

70
90
6.5
552
62
475

0.52

12.5
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Table 2
Share of selected EU countries in Belarusian foreign trade

Percentage share of total trade volume Percentage share of exports Percentage share of imports
1997 2003 1997 2003 1997 2003

Austria 41 1.99 3.32 0.71 437 3.65
Belgium 452 3.48 433 2.80 459 4.35
UK 6.72 25.09 6.12 a7 6.92 4.46
Germany 472 30.61 41 18.48 48.27 46.17
Greece 0.55 0.27 0.37 0.26 0.6 0.28
Denmark 3.28 3.60 3.31 464 3.27 2.27
Ireland 1.34 0.27 0.29 0.14 1.7 0.44
Spain 154 1.96 14 121 1.59 2.92
[taly 11.54 10.33 13.03 5.93 11.03 15.98
Luxembourg 0.38 0.14 0.59 0.22 0.3 0.04
Holland 8.75 12.50 16.9 18.16 5.95 5.26
Portugal 0.04 012 0.06 0.11 0.03 0.14
Finland 214 1.34 0.9 0.86 2.57 1.96
France 6.08 4.23 4.06 2.42 6.77 6.54
Sweden 18 4,04 119 2.87 2.01 5.53
EU 100 100 100 100 100 100

Source: Belarusian foreign trade: selected statistics. Ministry of Statistics of Belarus, 2004. pp . 59-67

Table 3
Main socio-economic indicators as % of the previous year

Real house- Household Household ex- Provision

GDP per . Real wage index . . penditure and Capital Retalil .
Year Y hold income incomes in S : . . of paid
capita } (before tax) ) savingsin current  investments turnover o
index current prices . services
prices

1991 98.8 100.2 103.6 194.4 188.4 104 919 84.1
1992 90.2 80.2 87.6 858.8 8115 71 78.0 745
1993 922 115.9 935 1495.9 1496.8 85 86.0 7.9
1994 88.4 908 69.1 2107.5 2178.5 89 90.5 84.0
1995 89.9 735 95.0 594.7 601.0 69 772 95.0
1996 103.2 17.2 105.1 179.0 182.8 95 130.5 105.7
1997 11.9 106.2 1143 173.9 172.7 120 117.9 107.8
1998 108.9 1194 118.0 206.6 208.3 125 126.1 111.0
1999 103.8 96.6 107.3 380.3 379.9 92 110.7 1133
2000 106.1 119.6 112.0 321.2 322.3 102 111.8 104.9
2001 105.1 128.9 129.6 207.6 207.9 97 128.2 109.0
2002 1055 107.6 107.9 1535 154.6 106 115 108.7
2003 107.3 107.5 103.2 138.1 137.9 121 110.0 111.0
2004 111.6 113.6 116.8 128.9 128.8 120 112.0 113.0

In constant prices
Source: Belarus Statistical Yearbook, Minsk 2003, p. 40-42; Quarterly statistical bulletin. January - June, 2004, Minsk, 2004, pp. 28, 97, 118, 144
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Table 4

Household incomes, expenditures and saving (% total)

Total cash incomes
Wages
Social assistance and benefits
Incomes from property
Entrepreneurial and other incomes
Cash expenditures and savings
Purchase of goods and services
Fees and voluntary donations

Savings in bank accounts and securities, purchase of hard
currency and other expenditures

SELECTED SOCIO-ECONOMIC DEVELOPMENT INDICATORS

1995
100
52.6
18.9
2.9
256
100
7.0
6.2

22.8

1996
100
46.4
16.9
2.5
342
100
742
59

19.9

1997
100
53.4
17.7
1.4
275
100
79.9
9.7

10.4

1998
100
499
16.8
1.3
32.0
100
80.0
9.0

1.0

1999

100
54.4
17.9

26.6
100

86.7

9.0

43

2000
100
51.9
17.9
1.8
284
100
76.9
8.8

14.3

2001
100
50.4
18.9
1.7
29.0
100
736
8.7

177

2002
100
485
18.9
1.8
308
100
741
8.4

17.5

2003
100
46.9
17.7
15
339
100
.9
10.6

17.5

2004
100
492
18.1
1.4
313
100
721
9.6

18.3
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APPENDIX 3

ENVIRONMENTAL IMPACT MEASUREMENT:
REGIONAL DISPARITIES

Environmental imbalances can be measured by two
different types of indicators:

e General anthropogenic impact indicators re-
flecting differences in population distribution,
production activity, regional economic devel-
opment and commercial land exploitation;

e Environmental impact ratios, measuring natural
resource depletion and unit emission levels.

The first group of indicators includes population den-
sity, and proportion of the land area utilised for com-
mercial activity. The second group of indicators in-
cludes the natural resource depletion ratio and waste
production per unit of the national GDP or regional
output. Time series analyses can reveal important en-
vironmental threats, identify risks to regional environ-
mental sustainability, enable international and regional
economic comparisons and help evaluate the tech-
nologies used by the economic actors.

Table 1 presents the ratios of commercial land
exploitation, resource utilization, and environmental
pollution for different parts of Belarus. It highlights
regional disparities in the amount of technogenic
impact on the natural environment and the resulting
anthropogenic burden.

Table 1

Analysis of the absolute figures presented in
the above table clearly suggests that regional en-
vironmental imbalances are linked to the industrial
capacity and population size of each sub-national
unit (Oblast). For example, Minsk Oblast (including
Minsk City) accounts for 35% of the national output
and over one-third of the population, has the nation’s
highest population density ratio (70% above the na-
tional mean), generates the largest proportion (about
one-third) of national potable water needs and con-
tributes the greatest share of industrial and house-
hold waste creation and environmental pollution.

The environmental disparities revealed by
Table 2.1 are more relevant for some regions than
for others. Variations reflect the predominant types of
economic activity and population concentration pat-
terns. Grodno Oblast, with the nation’s lowest popula-
tion, naturally contributes the lowest proportion of the
national potable water demand, while Mogilev Oblast,
with the nation’s lowest share of industrial output, re-
leases the smallest amounts of industrial pollution.
Large amounts of solid industrial waste are depos-
ited in a limited number of industrial sites. More than
one-half the nation’s stockpiles of industrial waste are

Absolute environmental impact indicators by sub-national administrative unit (Oblast)

Type of impact

Population, thousands

Population density, persons per square kilometre
Contribution to industrial output (% of national total)
Water intake, millions of cubic metres

Releases of atmospheric pollutants, thousands of tons
Waste water releases, millions of cubic metres

Industrial waste generation (except galites), thousands of
tons (% of national total)

Share of agricultural land, %

Share of arable land, %

Arable land subjected affected by soil erosion, % of total
Share of irrigated land, %

Tree felling and logging, thousands of cubic metres of tim-
ber (as of 2003)

Radioactively contaminated area, % of total

Areas affected by soil degradation, %

Oblasts
Belarus Brest Vitebsk Gomel Grodno
9849.1 1462.9 13211 1505.4 1146.1
47 45 33 37 46
100 9.0 172 20.5 9.1
1797 265 235 299 174
1327.5 175.8 212.9 225.3 149.9
1143 138 151 194 100
5624 365 366 1095 556
(100) (6.4) (6.5) (19.5) (9.9)
43.8 44.4 39.9 35.3 50.8
27.0 24.7 231 20.2 335
9.4 6.0 10.7 4.0 13.4
145 219 13.5 13.2 12.0
12924 1726 2223 2459 1188
20.1 112 0.04 65.1 5.6
0.12 0.10 0.14 0.09 0.13
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Minsk
3244.4
81
35.5
629
433.0
435

2821
(50.2)

472
32.7

9.9
15.5

3157

3.6

0.19

Mogilev
1169.2
40
8.7
195
130.6
125

421
(75)

50.0
31.2
1.2
10.0

217

30.9
0.08
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Table 2
Regional environmental impact ratios

Oblasts
Year
Belarus Brest Vitebsk Gomel Grodno Minsk Mogilev
- _ N 2001 68.4 783 79.2 52.8 79.6 538 57.3
Water utilisation Cubic metres per million of rou- 2002 647 780 791 185 740 53 516
bles of GNP
2003 59.7 79.6 65.8 459 68.2 49.3 48.1
_ . - 2001 15.7 1.7 34.8 15.0 15.0 8.5 13.3
Industrial pollutant releases, kilograms per million 2002 146 109 319 149 139 78 129
of roubles of GNP
2003 13.3 9.3 29.4 13.8 131 7.7 10.2
2001 80 70 63 80 71 95 74
Per capita water consumption, cubic metres 2002 80 69 65 80 7 96 73
2003 80 66 66 80 74 9 73
2001 39 23 7 55 28 29 37
Per capita pollutant releases, kilograms 2002 38 22 74 56 27 28 36
2003 38 20 73 57 28 28 32
_ 2001 6.4 43 47 58 52 11.6 5.0
Waste water.releases , thousands of cubic metres 2002 62 13 16 56 50 13 18
per square kilometre
2003 55 42 38 48 4.0 10.8 43
. . . 2001 112.0 6.3 48 29.0 245 516.5 10.7
Annual mldustnal waste accumulation, tons per 2002 1254 233 87 218 173 5733 146
square kilometre
2003 1347 11 9.15 271 22.2 625.8 145
Table 3
Environmental damage prevalence indices by Oblast
Types of environmental damage Belarus* Brest Vitebsk Gomel Grodno Minsk Mogilev
Radioactive soil contamination 21 0.6 0.0 32 0.3 0.2 16
Contamination of water Chemical 49.7 12 0.7 1.1 1.1 1.1 0.6
wells Microbiological 324 13 0.9 1.1 15 13 0.6
Soil erosion and degradation 7.5 0.7 15 05 1.1 1.0 1.0
Soil degradation caused by mineral extraction 0.12 0.7 12 1.0 1.0 12 0.7
* 9% of territory affected
Table 4
Environmental pollution indices by natural region
Natural region Air pollution Water pollution Chemical pollution of soils Rad|oao.t|ve.30|l National average
contamination
Poozerye 0.898 7.481 1177 - 3.185
Belarusian plateau 0.551 5.676 2.326 0.041 2.149
Predpolesye 0.902 11.470 2.326 0.041 3611
Pridneprovye 0.949 11.240 2.160 0.185 3.633
Polessye 0.592 8.847 1.559 0.267 4378
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found in Minsk Oblast, mainly at the potassium mining
plant «Belaruskaliy» that creates most of the Oblast's
solid industrial waste. One-fifth of the solid industrial
waste is deposited in Gomel Oblast, of which the ma-
jority is at Gomel Chemical Plant, which has accumu-
lated massive stockpiles of phosphogypsum.

Environmental impact ratios have been exhibit-
ing a downward trend, with the exception of the solid
waste accumulation ratio, which has clearly been
rising. Waste disposal is perhaps the greatest envi-
ronmental concern. The stockpiles of unutilised solid
industrial waste have already exceeded 700 million
tons, occupying a space of 3140 hectares. An esti-
mated 30 million tons of new solid waste is generated
each year. Minsk and Gomel Oblasts are the worst
affected. Subsoil water and atmospheric air quality
have been negatively impacted by the massive de-
posits of mining waste and slurry created by the min-
ing corporation ‘Belaruskaliy’, the large stockpiles
of phosphogypsum and lignite accumulated by the
Gomel Chemical Plant and the hydrolysis plants in
Bobruisk and Rechitsa, and the large guantities of
sludge kept by several heating power stations. Nu-
merous household waste dumps are also contribut-
ing to atmospheric air pollution.

In principle, all sub-national administrative units
are affected by very similar environmental problems.
However, regional variations in environmental impact
ratios point to a number of disparities caused by re-
gional differences in the extent to which human eco-
nomic activity is affecting the ecosystems. Unsurpris-
ingly, the highest technogenic impact is borne by Minsk
City and Minsk Oblast. Vitebsk Oblast generates the
largest amount of industrial air pollution, both in ab-
solute terms, and in relation to output and population.
Most of the air pollution comes from the petrochemical
corporations ‘Polimir and ‘Naftan” and other high-risk
chemical industries. Gomel and Mogilev Oblasts are the
most affected by radioactive contamination (Table 1).

To properly compare the significance of each
particular environmental threat across regions, fur-
ther aggregation and analysis are required. The use
of the index method can bring greater clarity to the
comparative assessment of regional environmental
disparities.

The Institute of Economy under the National
Academy of Sciences has proposed two composite
indices — the State of the Natural Environment Mod-
ule and the Technogenic Impact Module. The calcu-
lated values of these indices have shed light on the
environmental disparities among the natural regions
of Belarus (see Table 4).

Addressing environmental disparities is an im-
portant policy priority for the Belarusian government.
Large regional variations still exist in environmental
impact ratios. For example, per capita releases of
atmospheric pollutants from industrial sources vary
from 73 kg in the Vitebsk Oblast to 20 kg in the Brest
Oblast, waste water releases from 10,600 cubic
meters per square kilometre in the Minsk Oblast to
3,800 cubic meters per square kilometre in the Vi-
tebsk Oblast. As suggested by these numbers, there
is still ample room for further progress in reducing re-
gional environmental disparities and controlling the
ecological damage from human activity.

The environmental situation has stabilised some-
what in the regions and at the national level. This is
mainly the result of more stringent enforcement of
environmental protection regulations by the govern-
ment. However, the pre-eminence of outdated and
wasteful technologies is still a persistent source of
environmental risk. Its effective management is con-
tingent on large-scale economic modernization and
restructuring, and a broader diffusion of environmen-
tally-friendly, research intensive and resource saving
technologies.
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DEMOGRAPHIC SECURITY

AND THE ROLE OF THE STATE

Although demographic problems are less obvi-
ous than economic, they are still highly relevant, as
they relate to the vital needs of the country and its
people. It should be noted, however, that even under
the best of circumstances and with a highly success-
ful demographic policy aimed at increasing fertility
and reducing mortality, the natural population de-
crease will persist for many years, and will be only
partly offset by immigration to Belarus.

The 2002 Law «On Demographic Security»
and national and regional demographic security
programmes are intended to provide a coherent
framework for future demographic policy. Such a
policy will lay the ground for future demographic
improvements, and better conditions for popula-
tion development. The legal foundations for better
health care and disease prevention were laid by the
laws «On Health Care», «On Public Health Protec-
tion», «On Disability Prevention and Rehabilitation
of Disabled Persons», «On Ratifying the Protocol
on Uniform Implementation of Technical, Medical,
Pharmaceutical, Sanitary, Veterinary, Phitosanitary
and Environmental Norms and Standards to Goods
Imported in the Customs Union Member States»,
and «On Ratifying the Basic Agreement between
the Government of Belarus and WHO on Technical
Cooperation».

The promotion of healthy lifestyles is another
significant priority. Such activity is being supported
by the Council of Ministers Resolution «On Healthy
Lifestyle Promotion among Secondary, Upper-sec-
ondary and Tertiary Students», and the State Health
Promotion Programme for 2002 — 2006, adopted in
2001. Other important documents include the «Strat-
egy for Preventing the Spread of lllicit Drugs», and
the «National Programme of Action for the Prevention
of Heavy Drinking and Alcoholism».

Social support for families with children is guar-
anteed by law. The labour law provides legal protec-
tions for mothers with children that regulate their em-
ployment, dismissal and working conditions. Some of
these protections have been extended to men who
are raising children. As required by the law «On State
Benefits to Families with Dependent Children», the
amount of such benefits is being regularly reviewed to
reflect changes in the subsistence minimum. Benefits
are being paid for 678,000 children, representing one-
third of the total child population. Over 90% of families
with children below three years of age are recipients of
monthly child support benefits, which are not means-
tested. Entitlement to benefits for children over three
years of age depends on the total family income.

Tax breaks, childcare fee waivers, textbook fee
waivers, free and reduced-cost meals, free infant
feeding programs, reduced-cost medical drugs and
subsidized transportation fares are some of the other
means of economic support for families with children.
Considerable progress has been made in clarifying
the relevant legal framework and entitlement criteria.
Further measures to improve the housing conditions
of families with many children have been introduced
by presidential and government edicts and regula-
tions. These include subsidized housing loans and
partial housing debt cancellation. Significant priority
is being attached to the support of orphaned children
and children left without parental support.

The Council of Ministers Resolution «On Cash
Compensations to Families upon the Birth of Twins»
and the presidential decree «On Improving Financial
Support to Families with Newly Born Children» took
effect in January 2005. Work is in progress on a new
programme of action for implementing the law «On
Demographic Security». In light of all these efforts,
the country's demographic futures should improve.
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