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Key developments and challenges
In the medium term, economic competitiveness will 
depend on efforts to modernise industry and increase  
its efficiency, not least energy efficiency. Achieving  
these goals would require further liberalisation and 
commercialisation of the financial sector operations in 
order to optimise allocation of scarce capital resources.

Some recent reforms have contributed to deregulation 
and have improved the business environment. The further 
simplification of the taxation regime and enhanced 
protection of property rights would help to sustain this 
reform momentum and encourage entrepreneurship  
and greater private investment. 

A continuation of the strong commitment to implement 
prudent fiscal and monetary policies, including a 
moderation of directed lending, will be crucial to 
preserving macroeconomic stability in the wake  
of the global economic crisis and, in particular,  
weak external demand. 

Country data 
Population (in millions)  9.7
Area (’000 sq km)  207.6
GDP (in billion US$, 2008) 60.3
Average transition score (scale: 1 to 4.33)  2.04

Progress in structural reform  

Liberalisation and privatisation
Privatisation and the further liberalisation of prices and wages 
are among the key structural policy commitments of the 
authorities under the International Monetary Fund (IMF) stand-
by agreement which was signed in January 2009. A first step  
in this direction was taken in March 2009, when requirements 
to register prices of new goods and services, as well as price 
increases above certain thresholds, were abolished for a wide 
range of goods. However, restrictions on wholesale and retail 
margins remain in place.

The process of corporatisation of state-owned enterprises has 
continued, but the implementation of the 2008-10 privatisation 
programme stalled somewhat in 2009, partly reflecting 
subdued asset valuations in emerging markets. Gazprom made 
the third tranche of its payment for the 50 per cent stake in 
Beltransgaz, the pipeline operator, under the terms of its 2007 
joint venture agreement. Gazprom now owns 37.5 per cent of 
the company, with the last tranche scheduled to be paid during 
the first quarter of 2010.

Business environment and competition
Notable progress has been made in the area of deregulation, 
including the streamlining of registration rules for real estate 
transactions in 2008; the introduction of a one-day registration 
policy for enterprises and individual entrepreneurs from 
February 2009; and simplification of liquidation procedures.  
In fiscal year 2009, the authorities continued their policy of 
lowering the rate of turnover tax by reducing it to 1 per cent, 
and consideration is also being given to a further streamlining 
of indirect taxes. As a result of the deregulation reforms, in  
the World Bank Doing Business 2010 survey, Belarus improved 
its ranking, moving from 82nd to 58th place. In addition, 
consultations between the authorities and the business 
community, while still limited in scope, have become  
more common.

However, firms continue to experience a number of significant 
problems, including excessive and arbitrary regulation and a 
complicated tax system. Price controls, production targets  
and wage restrictions are common. Almost 43 per cent of  
the respondents in the 2008/09 Business Environment and 
Enterprise Performance Survey (BEEPS IV) identified taxation 
and the need to obtain various business licences and permits 
as the main obstacles to doing business. An inadequately 
educated workforce was also among commonly cited problems, 
revealed as the key obstacle by 15 per cent of survey 
participants. Net foreign direct investment (FDI) amounted  
to 3.6 per cent of GDP in 2008, slightly below the record  
of 3.9 per cent of GDP reached in 2007. 

Financial sector
Despite the difficult external environment, credit to enterprises 
and consumers continued to grow, and amounted to some 
32 per cent of GDP by May 2009. However, small and medium-
sized enterprises appear to have been hit disproportionately 
hard in terms of their ability to access credit. 

In response to the turbulence in the banking sectors of 
neighbouring countries in late 2008, the authorities introduced 
universal deposit insurance coverage regardless of the currency 
denomination or residency of the depositor. This contributed to 
levelling the playing field between Belarusbank, the largest 
state-owned bank, and other banks. In addition, the interest 
rate caps on loans have been suspended and the ceiling on 
foreign ownership in the banking sector was increased from  
25 to 50 per cent. The National Bank of Belarus (NBB) 
continued strengthening the quality of bank supervision and 
imposed a ban on foreign currency lending to households until 
the end of 2010. However, the sector remains dominated by 
large state-owned banks; Prior Bank, the third-largest bank 
majority-owned by the Raiffeisen Group, remains the only 
private bank among the top five. 
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Fiscal balance and current account balance
■ Fiscal balance (% of GDP)   ■ Current account balance (% of GDP)

Interest rates and inflation
■ Central Bank discount rate (% end-of-period)   ■ Consumer price index (% year-on-year)

Macroeconomic performance 

The Belarusian economy has been growing rapidly in recent 
years and real GDP increased by 10 per cent in 2008. 
However, the openness of the economy means that Belarus 
has been severely affected by the global economic crisis,  
not so much through financial channels as through the fall in 
external demand. Merchandise sales to Russia, Ukraine and 
other CIS countries have dropped sharply since September 
2008. The economy has also suffered from negative terms of 
trade shocks on its main imports and exports of commodities. 
The price of Russian gas has continued to increase, while the 
price of its key commodity export – potassium – fell sharply 
from its summer 2008 peak. As a result of these trends, 
economic growth slowed to 0.3 per cent in the first half of 
2009 (year on year), despite the rapid accumulation of  
stocks of unsold industrial goods.

Declining export revenues led to pressures on the currency  
and forced the NBB to limit liquidity injections into the banking 
system and raise the policy interest rate from 10 to 
14 per cent. On 2 January 2009 the NBB devalued the 
currency, which had been de facto pegged to the US dollar,  
by 20.5 per cent and re-pegged it to a basket consisting 
of the US dollar, the euro and the Russian rouble in equal 
proportions, while the target band was subsequently widened. 
In January 2009 the authorities agreed a US$ 2.5 billion  
stand-by arrangement with the IMF, which was increased to 
US$ 3.5 billion in June 2009. The package of measures agreed 
includes strengthening fiscal discipline, in particular through 
public sector wage restraint, and moderating the growth of 
directed lending through state-owned banks. 

Financing for the rising current account deficit, which reached 
8.4 per cent of GDP in 2008, will depend on the government’s 
ability to borrow from international financial institutions (IFIs), 
Russia and China, given that international markets have been 
effectively closed for Belarusian borrowers since the onset of 
the financial crisis. China has granted Belarus a three-year 
currency swap line of US$ 2.9 billion equivalent, while the 
Russian government has disbursed a total of US$ 3 billion  
in loans. 

Outlook and risks

In the short term, economic growth is expected to be  
negative in 2009, reflecting the difficult external environment. 
In addition, the combination of significant current account 
deficits, mainly due to weak external demand, and subdued 
investor interest in emerging markets are likely to result in 
sizeable external funding requirements. Recognising this, the 
authorities appear to be committed to tight fiscal and monetary 
policies under the IMF stand-by agreement. 

In the medium term, economic competitiveness will depend  
on efforts to restructure and modernise the industrial base. 
The success of these efforts will depend on the efficient 
allocation of capital and other resources, which in turn 
depends on further reforms to liberalise prices, the 
commercialisation of operations in the financial sector, 
streamlining taxation and the introduction of other measures  
to improve the business environment.
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Real GDP (1989=100)
■ Belarus   ■ Average, transition countries

Transition indicators 2009
■ Belarus   ■ Maximum, transition countries   ■ Minimum, transition countries
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Structural and institutional change indicators

Liberalisation  
and privatisation

Current account convertibility 
– limited

Controls on inward direct 
investment – yes

Interest rate liberalisation – 
limited de facto

Exchange rate regime – 
managed float

Wage regulation – yes

Tradeability of land –  
limited de jure

Business environment  
and competition 

Competition office – no

Quality of insolvency law – 
medium 

Secured transactions law – 
under development

 

Infrastructure

Telecoms regulatory 
assessment compliance – low

Independence of the  
electricity regulator – no

Separation of railway 
infrastructure from operations 
– no

Independence of the road 
directorate – no

 

Financial sector

Capital adequacy ratio –  
8 per cent1

Deposit insurance system – 
yes

Private pension funds – no

 

Social reform

Share of population living in 
poverty – <2.0 per cent 
(2005)

Government expenditure on 
health – 4.5 per cent (2007)

Government expenditure on 
education – 5.8 per cent 
(2007)

Household expenditure on 
power and water – 4 per cent

2003 2004 2005 2006 2007 2008 2009

Enterprises
Privatisation revenues (cumulative, in per cent of GDP)  2.9 3.0 3.1 2.9 5.5 6.3 na
Private sector share in GDP (in per cent) 25.0 25.0 25.0 25.0 25.0 30.0 30.0
Private sector share in employment (in per cent)   na na na na na na na
Budgetary subsidies and current transfers (in per cent of GDP) 18.6 18.0 19.4 19.1 20.9 20.9 na
Share of industry in total employment (in per cent) 24.4 24.5 24.4 24.3 24.2 24.0 na
Change in labour productivity in industry (in per cent) 9.2 15.9 10.0 10.8 7.1 9.5 na
Investment/GDP (in per cent) 20.7 30.5 28.5 30.4 32.8 36.4 na
EBRD index of small-scale privatisation 2.3 2.3 2.3 2.3 2.3 2.3 2.3
EBRD index of large-scale privatisation 1.0 1.0 1.0 1.0 1.0 1.7 1.7
EBRD index of enterprise reform 1.0 1.0 1.0 1.0 1.0 1.7 1.7

Markets and trade 
Share of administered prices in CPI (in per cent) 21.0 24.0 27.0 27.0 30.0 30.0 na
Number of goods with administered prices in EBRD-15 basket 4.0 5.0 6.0 6.0 7.0 7.0 na
Share of trade with non-transition countries (in per cent) 27.1 26.8 34.3 35.3 32.6 32.2 na
Share of trade in GDP (in per cent) 120.1 130.3 108.8 113.5 116.5 119.7 na
Tariff revenues (in per cent of imports)2 4.1 3.1 4.7 4.4 10.3 12.7 na
EBRD index of price liberalisation 2.7 2.7 2.7 2.7 2.7 2.7 3.0
EBRD index of forex and trade liberalisation   2.3 2.3 2.3 2.3 2.3 2.3 2.3
EBRD index of competition policy 2.0 2.0 2.0 2.0 2.0 2.0 2.0

Financial sector 
Number of banks (foreign-owned) 30 (17) 32 (19) 30 (18) 30 (18) 27 (16) 31 (20) na
Asset share of state-owned banks (in per cent) 61.6 70.2 75.2 79.0 76.5 77.9 na
Asset share of foreign-owned banks (in per cent) 20.4 20.0 16.2 14.7 19.7 20.6 na
Non-performing loans (in per cent of total loans)3 5.8 4.7 3.4 2.9 2.0 1.7 na
Domestic credit to private sector (in per cent of GDP) 11.7 14.0 15.9 20.2 24.8 28.8 na
Domestic credit to households (in per cent of GDP)  2.8 3.9 5.0 6.9 8.2 9.8 na
– Of which mortgage lending (in per cent of GDP) 2.1 2.5 3.1 3.8 4.5 5.2 na
Stock market capitalisation (in per cent of GDP) na na na na na na na
Stock trading volume (in per cent of market capitalisation) na na na na na na na
Eurobond issuance (in per cent of GDP) 0.0 0.0 0.0 0.0 0.5 0.0 na
EBRD index of banking sector reform 1.7 1.7 1.7 1.7 2.0 2.0 2.3
EBRD index of reform of non-bank financial institutions 2.0 2.0 2.0 2.0 2.0 2.0 2.0

Infrastructure 
Fixed-line (mobile) penetration rate (per 100 inhabitants) 31.0 (11.3) 32.2 (22.7) 33.5 (41.8) 34.5 (61.0) 37.8 (71.6) 37.8 (71.6) na
Internet users (per 100 inhabitants) 16.2 25.0 25.0 25.0 28.9 28.9 na
Railway labour productivity (1989=100) 40.1 41.5 40.9 42.5 43.9 42.8 na
Residential electricity tariffs (USc kWh) 3.1 3.3 3.6 4.1 5.0 6.1 na
Average collection rate, electricity (in per cent)4 91 95 101 100 100 100 na
GDP per unit of energy use (PPP in US dollars per kgoe) 2.5 2.8 3.1 na na na na
EBRD index of infrastructure reform 1.3 1.3 1.3 1.3 1.3 1.3 1.3
– Electric power 1.0 1.0 1.0 1.0 1.0 1.0 1.0
– Railways 1.0 1.0 1.0 1.0 1.0 1.0 1.0
– Roads 2.0 2.0 2.0 2.0 2.0 2.0 2.0
– Telecommunications 2.0 2.0 2.0 2.0 2.0 2.0 2.0
– Water and wastewater 1.0 1.0 1.0 1.0 1.0 1.0 1.0

1 Ratio is 12 per cent for the first two years of bank’s operation.
2 Refers to taxes on international trade.
3 Change in methodology of definition of non-performing loans from 1 January 2007.
4 The collection rates are for residential electricity and heating combined. Numbers higher than 100 reflect collection of arrears.



Macroeconomic indicators
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2003 2004 2005 2006 2007 2008 
Estimate

2009 
Projection

Output and expenditure (Percentage change in real terms)
GDP 7.0 11.4 9.4 9.9 8.2 10.0 -3.0
– Private consumption 7.4 9.6 15.0 14.6 11.3 16.2 na
– Public consumption 0.3 -0.2 0.6 0.2 0.5 0.3 na
– Gross fixed capital formation 20.8 20.9 20.0 32.2 16.2 23.5 na
– Exports na na na na na na na
– Imports na na na na na na na
Industrial gross output 7.1 15.9 10.5 11.4 8.7 11.5 na
Agricultural gross output 6.6 12.6 1.7 6.0 4.4 8.6 na

Employment (Percentage change)
Labour force (end-year) -0.5 -1.2 0.0 0.9 1.3 2.5 na
Employment (end-year) -1.0 -0.5 0.8 1.2 1.7 2.6 na

(In per cent of labour force)
Unemployment (end-year) 3.0 1.9 1.5 1.2 1.0 0.8 na

Prices and wages (Percentage change)
Consumer prices (annual average) 28.4 18.1 10.3 7.0 8.4 14.9 13.2
Consumer prices (end-year) 25.4 14.4 8.0 6.6 12.1 13.3 11.8
Producer prices (annual average) 37.5 24.1 12.1 8.3 16.4 15.0 na
Producer prices (end-year) 28.1 18.8 10.0 9.0 16.8 16.4 na
Gross average monthly earnings in economy (annual average) 32.5 38.6 33.4 25.5 19.2 25.1 na

Government sector (In per cent of GDP)
General government balance -1.7 0.0 -0.7 1.4 0.4 1.4 0.0
General government expenditure 47.7 46.0 48.0 48.0 49.0 49.5 na
General government debt 10.4 8.9 8.3 8.8 11.5 13.0 na

Monetary sector (Percentage change)
Broad money (M3, end-year) 56.3 44.1 42.2 39.3 40.0 26.3 na
Domestic credit (end-year) 64.7 39.1 34.8 53.2 22.2 51.7 na

(In per cent of GDP)
Broad money (M3, end-year) 16.8 17.7 19.3 22.1 25.2 24.0 na

Interest and exchange rates (In per cent per annum, end-year)
Refinancing rate 28.0 17.0 11.0 10.5 10.0 12.0 na
Treasury bill rate (3-month maturity) na na na na na na na
Deposit rate (1 year)1 17.4 12.7 9.2 7.7 8.1 10.3 na
Lending rate (1 year)2 24.0 16.9 11.4 8.8 8.5 9.5 na

(Belarussian roubles per US dollar)
Official exchange rate (end-year) 2,156.0 2,170.0 2,152.0 2,140.0 2,150.0 2,200.0 na
Official exchange rate (annual average) 2,051.3 2,160.3 2,153.8 2,144.6 2,146.0 2,136.7 na

External sector (In millions of US dollars)
Current account -434.4 -1,193.3 435.5 -1,431.2 -3,037.6 -5,048.8 -5,929.5
Trade balance -1,255.6 -2,271.8 -637.6 -2,269.0 -4,071.0 -6,111.2 -6,285.3
– Merchandise exports 10,072.9 13,942.2 16,108.8 19,834.7 24,328.9 33,043.3 19,165.1
– Merchandise imports 11,328.5 16,214.0 16,746.4 22,103.7 28,399.9 39,154.5 25,450.4
Foreign direct investment, net 170.3 162.5 302.5 351.0 1,770.0 2,143.4 1,325.7
Gross reserves, excluding gold (end-year) 461.5 690.8 1,106.5 1,067.2 4,182.0 3,061.1 na
External debt stock 4,174.9 4,935.4 5,168.4 6,785.7 12,719.2 14,817.9 na

(In months of imports of goods and services)
Gross reserves, excluding gold (end-year) 0.5 0.5 0.7 0.5 1.6 0.9 na

(In per cent of exports of goods and services)
Debt service 13.7 11.7 12.4 16.6 14.4 17.3 na

Memorandum items (Denominations as indicated)
Population (end-year, million) 9.8 9.8 9.8 9.7 9.7 9.7 na
GDP (in billions of Belarussian roubles) 36,564.8 49,991.8 65,067.0 79,267.0 97,165.0 128,828.8 137,460.3
GDP per capita (in US dollars) 1,809.9 2,361.4 3,096.9 3,810.2 4,672.5 6,234.2 na
Share of industry in GDP (in per cent) 30.8 32.7 33.1 32.2 31.6 28.1 na
Share of agriculture in GDP (in per cent) 10.2 10.3 9.8 9.3 8.8 8.4 na
Current account/GDP (in per cent) -2.4 -5.2 1.4 -3.9 -6.7 -8.4 -12.1
External debt - reserves (in US$ million) 3,713.4 4,244.6 4,061.9 5,718.5 8,537.2 11,756.8 na
External debt/GDP (in per cent) 23.4 21.3 17.1 18.4 28.1 24.6 na
External debt/exports of goods and services (in per cent) 36.1 31.5 28.4 30.5 46.1 39.7 na

1 Data refer to weighted average interest rates on new one-year deposits in commercial banks.
2 Data refer to weighted average interest rates for one-year loans by commercial banks.


