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Foreword

Humanity is entering the 21st century, as globalisation is opening new avenues for human
development. Every country chooses its own human development path in the new millenium.
In Belarus, the Council of Ministers has enacted the Key Objectives of Socio-Economic develop-
ment up until 2010. A Socio-economic Development Programme for 2001-2005 is being
developed in line with this document.

The programme should become an important landmark in the nation's progress towards
the ultimate goal of its socio-economic advancement - improving people's health and living
standards through balanced and sustainable economic growth, productive employment and
higher levels of social support, approaching the international standards.

The key objectives set by the Socio-economic Development Programme for 2001 -2005 are
as follows:

• To create opportunities for sustainable socio-economic development through greater ef-
ficiency and better performance of the manufacturing sector;

• To increase popular access to goods and services;

• To develop the industrial and social infrastructure;
• To create a favourable living environment.

While working on the nation's development strategy, the government is making every effort
to consider the opinions of various social groups. The present Report is an indication of this
approach. The Report has been produced by a team of independent experts, who have
expressed their own opinions on the country's socio-economic situation and future develop-
ment. Their views, therefore, can differ greatly from those of the government, and may not coin-
cide with the positions held by the organisations to which they are affiliated. We nevertheless
believe that a vivid discussion of human development issues can help resolve many of the
nation's problems, promote cohesion within it, and ultimately lead the country towards sus-
tainable development in the 21st century.
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Introduction

The National Human Development Report-2000 has a real chance of entering history simply
because of the year in which it was published. Many of our contemporaries may say: "Fair enough - the
change in millennia does not happen very often". But joking aside, Belarus is in many ways fortunate
to live at the turn of a new era. The Socialist experiment is over, but what new type of society is
coming to replace it? What should be done in the coming years, and what should not?

Throughout history, people have been asking very similar questions. Philosophers insist that it is just
the answers that are changing. Perhaps the countries of North America and Western Europe that
constitute the 'golden billion' are now in a better position than others. They are enjoying prosperity
and economic stability. It will be a long time before Belarus can achieve the same - not before the mid-
dle of the 21st century at the very best. This raises one natural question - is it worthwhile for Belarus
to repeat the historical evolution of the West, or is there a unique path (hat it should follow to become
a role model for the rest?

A team of national experts has come together to find answers to these questions and to assess the
outlooks for Belarus. In their contributions to the Report, they examine different aspects of the nation's
social and economic situation. They find that the number of problems to be addressed is extremely
large, and their nature is diverse.

The Report-2000 has an inner logic and a core idea. It addresses the Belarusian dilemma from four
different perspectives. The first is the overall condition of the country and the main issues of the transi-
tion period that it is facing. The second focuses on key indicators of human development and quality
of human life. The third is concerned with globalisation - a new trend that affects the entire world -
and Belarus' chances of benefiting from it. The Belarusian society has to examine its options carefully
and make considered choice on whether to remain on the sidelines of Eurasia or in the vanguard of
Europe - a decision that will inevitably affect the future of its people.

The closing chapter of the Report is concerned with the dilemmas of the future. The chapters are
supplemented by a statistical summary, which is a customary, but important component of the report.

What are we trying to say and what message do we send to the Belarusian society? What are the
problems that we have anticipated and brought to the attention of the Belarusian people? The main
predicament of Belarus is that the choice of the path to be followed in the next century will have to
be made by the present generation, affected by rapid changes and rife with controversy. However,
without a clear decision on the directions of its future development, the nation will be unable to re-
solve any of its current problems. This is the main dilemma discussed in the Report.

The first chapter contributes insights into the actual condition of the Belarusian economy and
society at the juncture of two centuries, which is both the result of the past evolution and a base for
future transition. How are we responding to our present challenges, and how do we view our gains and
losses?

To Belarusians, time is not an abstract notion. A lot of it has been lost during the 20th century. The
time gained and lost during historical evolution gives rise to a competition of development ideas, plat-
forms and historical models, which is equally typical of Belarus as it is of the rest of the world com-
munity.

Prior to proposing agendas and models for the future, the authors take a close look at the present.
Anatoly Bogdanovich, an experienced economist and a representative of the traditional school of Be-
larusian economic thought, examines the most recent past, and so does Yaroslav Romanchuk, a young
libertarianist. Their views are balanced by an analysis of new economic and social challenges faced by
Belarus in the 21st century, done by Irina Novikova, a university professor. Belarus is changing. Growth
of a civil society is an important part of this process and a prerequisite to the development of political
and social democracy. The values of a civil society are being formulated through dialogue, in which
various social groups are identifying and consolidating their positions and interests. The
complex and controversial nature of this process is revealed in the article by Valery Karbalevich, a
political scientist. In his analysis, he comes to an unexpected conclusion: that we are presently seeing
the growth of a smaller, elitist civil society, which represents a necessary stage in the emergence of full-
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fledged social institutions. Based on the findings of her study, economist Irina Novikova names the key
challenge for the Belarusian society - to achieve rapid progress ahead of its closest neighbours. Our
response to this challenge does not depend entirely on the political and economic elite. It is, rather, the
responsibility of all of us, the Belarusian people.

The status of human development is the subject of the Report's second chapter. It presents dif-
ferent approaches to assessing the quality of life within the country and the potential for human de-
velopment. The subjects discussed range from demography to personal security and crime control, but
all are addressed in terms of their implications for human development and its indicators.

The main such indicator is mean life expectancy at birth, which dropped by a further 0.5 years in
1999 to 67.9 years. Rural areas are in the worst situation. Most rural men do not survive to retirement.
In his article on demography, Ivan Udovenko points to a steady rise in mortality. Diseases of the circu-
lation system, tumours, accidents, poisonings and injuries are the main causes of death in nearly 80%
of cases. The article is of particular interest for its analysis of the demographic situation in light of the
1999 population census.

The institutional environment is the main theme of the study contributed by economist Vladimir
Pinigin, who shares the belief that the role of institutions has been overlooked by all post-Socialist
states. He also discusses the reasons for the poor development of private enterprise and the steps that
can be undertaken to promote privatisation. He suggests that Belarus should now return to market re-
forms, a conclusion that could hardly be disputed.

Evgeny Medvedev expands on this subject by discussing the dynamic and efficiency of various sec-
tors of the Belarusian economy. His article assesses the condition of the nation's industry and shows
trends in employment and the professional structure of the workforce, thereby contributing to the
analysis of opportunities for education and self-realisation that the Belarusian people have at present.
In Mr Medvedev's view, the nation's future development is jeopardised by the inefficiency of most sec-
tors of the manufacturing industry and agriculture, low personal incomes and chronic budgetary prob-
lems. Acknowledgement of these threats is a prerequisite to change, and the general public may cer-
tainly benefit from taking this view of an academic into careful consideration.

Historically, Belarus has been a country that spent a lot of its resources on supporting social
services. The article by Antonina Morova, an expert in social policy issues, is concerned with the reform
of social policies that could make social welfare more efficient. The old social policy, pursued by Be-
larus until recently, has become inefficient, and the nation is faced by the need to rebuild it. The author
considers the ratio of threshold and actual social indicators, pointing to a high share of the population
living below the poverty line (46.7%), as opposed to the standard of 10-15% for many other countries.
In terms of income equality, expressed as the ratio of incomes of the wealthiest and poorest citizens,
Belarus is ahead of the global average of 5.8, with 4.0. Perhaps we have all become poorer. Incidentally,
the state and state enterprises continue to own most of the nation's wealth. Belarusian households, by
contrast, own only 5.7% of national assets, down from 20.8% in 1990.

The pieces contributed by Ivan Udovenko, Svethna Naumova and Olga Shimova address the cultu-
ral, gender and environmental situation in Belarus. The range of the subjects is extensive, and we re-
commend a careful reading of each article. The situation in Belarus is certainly far from perfect. The
aftermath of the Chernobyl nuclear accident will certainly be remembered by many generations of
Belarusians and by every citizen of this country. This has been supplemented by the pain and suffering
brought by the transformation period of the 1990s, marked by low incomes, high inflation and un-
stable living conditions. All of these problems have contributed greatly to difficulties in the funding of
science and culture.

What are the implications of those tremendous social and economic upheavals for personal secu-
rity? This question is being addressed by jurist Oleg Bazhanov. The social and legal environment of the
country is in many ways unique. The readers may be surprised to learn that with a population of
10,000,000, Belarus has the third largest number of prisoners per 100,000 people in the world (477.8),
after Russia, with 580.2, and the United States, with 553.9. The relative size of the Belarusian prison po-
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pulation is in sharp contrast to many other countries of the region, such as Lithuania, with 278.3
prisoners per 100,000 people and Slovakia, with 138.6, despite a high degree of stability in Belarus and
absence of ethnic or religious conflicts. Furthermore, expenditures on internal security exceed funding
for the military. This controversy is yet another issue to be considered by the Belarusian public.

The chapters that follow are focused on the future, and the way in which it is seen by the political
and economic elite. Our relationship with Europe is the subject of the article by Irina Novikova, who
concludes: "Thc progress of cooperation between Belarus and Europe is linked to the gradual transi-
tion of Belarusians from a Soviet-type mentality and collectivist psychology to individualism and de-
mocracy through certain intermediate stages." What other choices does Belarus have in its movement
towards integration within the world community? The answers to this question can be found in this
report. Many of its views are debatable, and the opinions expressed are far from identical. But our
future is also not a direct projection of the society's difficult and controversial present. Dialogue and
debate on our accession to Europe are essential for Belarusians, but are also of interest to the world
community and may deepen its understanding of the country and its citizens.

In conclusion, let us emphasise that those willing to know more about the country are presented
not with a glamorous picture, but with a panorama of issues and views within society. Although this is
certainly an ambitious goal, we have made a genuine attempt to achieve it. We hope that our ideas,
assessments and findings will support Belarus' progress in the future.

10



At the dawn of the century and
millennium

We are witnesses to a major event in history. As the
20th century is drawing to a close, a new century is enter-
ing the scene, and with it comes the new millennium. The
change of times may have been of limited significance
had it not coincided with a turning point in the develop-
ment of mankind. Some countries have reached a stage
where their further progress requires more resources
than the earth can possibly provide.

In securing its economic, technological and social
advancement, mankind will face significant shortages of
natural resources, particularly of raw materials and fuel. If
all countries raised their consumption levels to those of
industrialised nations, leaving technologies unchanged, a
global disaster would occur. Recognition of this fact has
made it extremely important to move to a new type of
economic growth and a new, post-industrial civilisation.
The time has come to review mankind's priorities and
values and develop new mechanisms of economic growth
in order to ensure sustainable human development.

At the 1992 Rio summit, the heads of states and gov-
ernments of 179 countries gave their unanimous
approval to a universal partnership programme, called
<-Agenda-21». This document calls on all countries to
implement the sustainable development concept, aiming
to build a more agreeable relationship between people
and the biosphere.

Sustainable human development is also important for
Belarus, whose economy has long been an integral part of
the ex-USSR economic system. Belarus reached the peak
of its socio-economic development in the late 1980s,
when it became one of the most prosperous and well-to-
do republics of the former Soviet Union.

Occupying 0.9% of the ex-USSR territory, with 3.6% of
its population and 3.4% of fixed assets, Belarus accounted
for 4% of the Union's GDP, 4-5% of its industrial output
and 5.6% of agricultural output.

In 1990, the government's spending on cultural and
social programmes was fully covered by incomes, and sur-
plus of incomes over expenditures equalled 2.6% of GDP.
Inflation and unemployment were almost absent - the
consumer price index in 1990 equalled just 103.9%. In
1991 and 1992, Belarus ranked 40th among 174 coun-
tries by its human development index (HDI) and was list-
ed among those with a high HDI ranking.

The Belarusian people had access to numerous social
benefits. From 1961 to 1991, 5200 to 5800 thousand
square metres of new housing were being brought into
operation annually. Science and education had reached a
high level of advancement.

A large proportion of Belarusians, however, were dis-
satisfied with many aspects of their daily lives, such as
poor availability of personal services, shortages of con-
sumer goods, the need to spend large amounts of time in
queues for many types of goods and poor quality of those

products, as well as the privileges granted to party and
government officials.

As in the rest of the USSR, the state of the economy in
Belarus began to deteriorate in the last years of this cen-
tury. Economic growth rates and efficiency were in dec-
line, technological advancement had slowed down, and
the growth of popular living standards had almost stop-
ped.

The last decade of the 20th century saw major
changes in the nation's socio-economic development.
The collapse of the USSR and the severing of established
economic ties led to a deep crisis in the economy. The
newly independent state of Belarus had inherited an
industry that had served it well when it was part of a
superpower, but was too complex and burdensome for a
small country. Rising prices of fuel and material inputs
increased production costs and made Belarusian goods
uncompctitive. Institutional reforms have also been dif-
ficult to handle, and attempts to develop financial mar-
kets were frustrated by major problems. These problems
were aggravated by the need to create a new legal system
and develop new mechanisms and approaches to fiscal,
monetary, foreign trade and investment policies. There
was also a need for a new economic reform strategy.

The economic crisis was accompanied by falling liv-
ing standards and rising income inequalities. The nature
and duration of the crisis were affected by high inflation,
which depressed the value of the national currency and
was a major factor that, in addition to poor quality,
decreased the competitiveness of Belarusian goods and
services. Other contributing factors were rising trade
deficit, financial shortages, falling investments and
extremely limited capacity to modernise industry, slow
progress of privatisation and restructuring and lack of in-
centives for private enterprise.

The liberalisation of prices in 1992 led to an acute
financial crisis and galloping inflation. In 1994, GDP was
just 72%, industrial output 67% and capital investments
just 57% of the 1990 level. Income disparities increased
tremendously over that period. Unemployment appeared
and began to increase. Life expectancy at birth declined
from 71.1 years in 1990 to 69-0 in 1994. Real incomes in
1994 equalled 91% of the 1990 level. Throughout the
crisis period, capital was migrating from production to
trade and commerce, which offered disproportionately
higher and faster return on investment in conditions of
high inflation. As a result of falling life expectancy at
birth, Belarus' HDI ranking declined to 62nd out of 175
countries.

In an effort to bring the country out of crisis, an
emergency anti-crisis programme was drafted. Through
its implementation, the rate of inflation and budget
deficit reduced substantially in 1994-1995, the deteriora-
tion of popular living standards slowed down, and pro-
duction decline was halted. At this stage, a new objective
emerged - to enable transition from a period of econo-
mic decline to stabilisation and limited growth. The key
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BOX 1.1

objectives of socio-economic development for
1996-2000, adopted during that stage, spelled out three
priorities - export, housing and food.

The basic principles and recommendations of
Agenda-21 have received widespread recognition in
Belarus. In 1997, the government drafted and approved a
national sustainable development strategy, which laid out
a vision of the country's development, and defined the
type of state, society and economy to be built in the
future. The strategy reflects the current trends in global
social and economic advancement. It recognises the
world's movement towards a post-industrial society,
based on new technological patterns and the need to
provide opportunities for consistent development and
growth of every individual.

A future advancement model for Belarus should
recognise that every country has its specifics and needs,
and follows a unique development path. No state can
fully copy the experience of another country, no matter
how positive it may have proven to be. Instead, positive
elements of such experience can be borrowed that are
found to be the most relevant and useful. As it enters the
new millennium, every country should have clear eco-
nomic objectives and a clear understanding of the prin-
ciples, priorities, resources and mechanisms of economic
development.

The Republic of Belarus has opted for a socially ori-
ented market economy as its long term development
model. The guiding principles of such an economy
include constitutional guarantees of personal rights and

liberties, freedom for private initiative, free choice of pro-
fession and employer, equality of all ownership types,
protection of ownership rights in the interest of the indi-
vidual and society, a link between the employee's stan-
dard of living and his performance on the job, support for
the unemployed and other vulnerable groups of society
and social partnership between the state, trade unions
and employer associations.

On the one hand, a socially oriented market economy
can maintain and protect the social gains of the people,
and on the other, increase the efficiency of the economic
system and its responsiveness to scientific and technolo-
gical advancement. In its policies aimed at creating the
environment for a market economy, the state should pur-
sue a number of important social objectives, such as
improving popular living standards, maintaining high
employment rates and protecting the natural environ-
ment. Its ability to do so depends on:

• Monitoring of socio-economic indicators, includ-
ing the state of the environment;

• Effective moderation of economic problems;
• Promotion of economic and social development.
As it enters a new century, Belarus is just beginning to

transform its economy, build a socially oriented market
system and move towards a post-industrial society. In
doing so, it needs to make effective use of the achieve-
ments of the Socialist past. Success cannot be achieved
through complete destruction of the old system. Instead,
a gradual transformation and reconstruction arc required,
guided by a clear long-term programme.

Sustainable socio-economic development reflecting local conditions and
international experience - a strategic choice for Belarus

The 21st century will require a completely new paradigm of progress and a rethinking of our past experience
and knowledge. Without this, we will not be able to answer the basic question: what type of state and society
would we like to build in Belarus?

The overall direction of social advancement should fall within the mainstream of global civilisation. Due con-
sideration should also be given to our historical roots and the unique culture and mentality of the Belarusian
people. Life has made us understand that the world can not be shaped by a single approach applied generally and
indiscriminately to all countries and peoples. Development stems mostly from a broad variety of social, economic
and cultural traditions, all of which supplement each other and constitute a common civilisational background
Historical experience also shows that Belarus must follow its own path, thereby contributing to the diversity of the
modern world and claiming a place within it.

Belarus has opted in favour of sustainable development. We arc moving towards the shared ideals of human
rights, democracy and a liberal economy, which reflect the wishes of many nations. In doing so, we are not reject-
ing our past values, but building on them to shape our lives in the modern world

Achievement of those goals depends on the effort to build a well-developed civil society, which is a complex
institution and has many facets to it. But in essence, this will have to be a Belarusian civil society, which functions
within a national context and builds - to a reasonable degree - on the experience of other countries. This will not
be a civil society of a Western or Eastern type, but a society that meets the needs of Belarus.

The ultimate goal of this transition will be to improve the lives of Belarusians.
A socially oriented market economy is an important prerequisite to achieving this objective. A socially orien-

ted economy can only function within a social slate - a system in which the state uses its power to guide the eco-
nomy so it can address the key social issues defined by the government. These important aspects of a mixed
national economy and its role in a socially oriented policy should be the subject of continued research and debate.

Mikhail Myasnikovich
Doctor of Sciences (Economics)

"Basic Guidelines for Economic Development and Management at the Dawn of the 21st Century*
"Issues of Management Theory and Practice" Journal, Volume l,p.p.9-10

12



The long-term goals, objectives and priorities of
socio-economic development have been set in accor-
dance with the law "On State Planning and Socio-
Economic Development Programmes" and the "Key
Objectives of Socio-Economic Development up until
2010", enacted by the Council of Ministers in April 2000.
Any socio-economic development strategy for the 21st
century should consider the special situation of Belarus as
a small open-type economy, domestic growth factors and
the effects of globalisation, a process that leads to increas-
ing interdependence of individual countries, emergence
of global markets of capital, investments, iabour, goods
and services, unlimited flow of information, deepening
European integration and growth of multinational com-
panies and industrial finance groups.

Globalisation is a catalyst of technological advance-
ment. By becoming a part of multinational companies -
particularly European, Russian or CIS-based, Belarusian
companies could join this process and bring in invest-
ments and resources needed for development and mod-
ernisation.

However, in order to occupy a decent position in the
world, Belarus should combine the best achievements of
the global civilisation with its historical, spiritual and cul-
tural traditions.

The economic, geographic and geopolitical location
of Belarus are factors that are conducive to its develop-
ment. Belarus has a well developed transport infrastruc-
ture, skilled and abundant work force, and good scienti-
fic and industrial potential. Modernisation could signifi-
cantly increase the competitiveness of Belarusian pro-
ducts and promote the growth of high-tech industries.

In the CIS, Belarus occupies 0.9% of territory and
accounts for 3-6% of the population, but produces 26.1%
of mineral fertilisers, 53-7% of chemical fibres and
threads, 33.8% of metal cutting machines, 6.7% of trucks,
58.7% of tractors, 27.4% of footwear, 52.3% of televisions,
33.4% of refrigerators and freezers, 11.4% of fabric, 13-3%
of potatoes, 7.7% of milk and meat and 6.7% of eggs.

According to the latest data, Belarus occupies the
57th place in the world by its human development index,
ranking considerably above other CIS countries, such as

Market changes in Belarus - myths and reality

"The human factor" is the key to overcoming the crisis, as suggested by the research conducted in recent years
by the Institute of Sociology of the Belarus Academy of Sciences. The messages delivered to the public in the begin-
ning of the transition towards a market economy emphasised the need for a conducive environment and proper
incentives for productive and well-paid employment. A lot was said about the importance of effective social sup-
port, aid for the poor, compensation of income losses and employment promotion. It was hoped that by engag-
ing market-driven mechanisms, popular living standards could be substantially improved.

However, in the process of market transformations people's needs were neglected, and they were left face to
face with an unusual and hostile social environment without any support. As a result, a major rethinking of the
market reforms took place, and many myths surrounding reforms in post-socialist societies were dispelled.

A "quantum leap towards the market" has never been a popular idea, and few would support it today. A series
of opinion polls suggest that from 1990 to 1998 the number of people who favour a rapid transition towards the
market had dropped by one-half - from 30% to 15%. More than 40% of the poll respondents in 1998 supported a
long but socially balanced transition to the market.

The minds of most Belarusians are stil! being dominated by the values and orientations of the past. Opinion
polls have revealed that many Belarusians consider socialism to be the most preferable social system (41% in 1996
and42%in 1998). The number of the poll participants who preferred capitalism was 17% in 1996 and 23% in 1998.
These figures indicate that Belarusians do not identify the market with capitalism: in 1998, 49% supported the
transition towards the market and only 23% to capitalism. It is obvious that many Belarusians do not clearly under-
stand the goals of the reforms. It is also clear that the people arc unwilling to let go of the social benefits of the
past system and the socialist values.

Therefore, the transition towards a liberal system should not imply a complete rejection of the past, and in
particular the social benefits associated with it. Such a transition should be guided by the true national interest and
should not reject the achievements of the past generations. The primary task of the ruling elite still remains the
same - to propose ways of integrating Belarus in the world economy in a manner that would benefit both parties.
Such integration would imply a critical review of the global experience and should not lead to indiscriminate copy-
ing of all practices and approaches, even though they may have worked well for other countries.

The key measure of success in this process is not meeting the demands of the world's leading economies but
the degree to which it promotes economic development, protects the Belarusian citizens and their culture and
reflects the ideas of justice, of right and wrong that are shared by the majority of Belarusians. It is only in this way
that the well-being of the whole society can be achieved and the rights and liberties of the human being be best
protected.

V. Buschik,
Candidate of Sciences (Philosophy),

Acting Director of the Institute of Sociology,
Belarus Academy of Sciences

oSotiety and Economy* journal, Volumes 10,11,1999, pp. 152,156-157-
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FIGURE 1.1

FIGURE 1.2

Russia (62nd), Kazakhstan (73th) and Ukraine (78th).
Recently, however, it hay been trailing behind some of its
neighbours.

HUMAN DEVELOPMENT INDEX FOR
BELARUS AND THE NEIGHBOURING
STATES IN 1990, 1997 AND 1998

Belarus' inclusion in the international division of
labour depends on a number of internal factors, including
a well-developed scientific, technological and industrial
capacity, educated population, adequate number of terti-
an' degree holders in technical sciences and humanities,
and access to external sources of information, capital and
resources.

Although all of these factors are present in Belarus, it
is important to make good use of them in order to pro-
tect the national interests and strengthen the nation's
position in the global economy by building on its com-
petitive advantages, (fig. 1.1, fig. 1.2).

Integration in the global economy is an important
prerequisite to successful transformation of the
Belarusian economy and further development of its
human potential.

Improving public health and popular living standards
are important strategic objectives of the nation's socio-
economic development. Progress in those areas depends
on balanced and sustainable economic growth and an
environment which enables advancement in all aspects
of human activity.

Achievement of those goals is also contingent on
faster economic growth and improvements in key eco-
nomic indicators. There is a need to modernise the man-
ufacturing industry by introducing new equipment and
technologies, bringing them to new level of advancement.
Adequate economic, social and institutional frameworks
arc also of crucial importance, particularly for increasing
popular living standards, reducing income disparities,
boosting savings and consumer demand, and creating a
favourable living environment.

The transition to a post-industrial society demands a
completely new approach to defining the role of the indi-
vidual in scientific, technological, social and economic
progress. The new vision of social progress puts people in
the centre. The benefit of the people is seen as an end,
and economic growth as a means to this end. Today, social
policies should focus on meeting people's needs.

This is proving difficult, however. The structure of
consumption is deteriorating, and there arc major gaps
between various segments of the population in the way
their material and cultural needs arc being met. Low-
income groups - such as pensioners, the disabled, stu-
dents and families with many children - are at a particu-
lar disadvantage, having little beyond the bare necessities.

Unlike industrialised countries, the average house-
hold in Belarus spends a much higher percentage of its
income on food, and a lower percentage on household
and durable goods and a still lower percentage on servic-
es. The share of expenditures on food declined from 1995
to 1998, but rose significantly in 1999, reaching 59.5% of
total consumer spending. The share of food expenditures
also varies depending on household type. Food expendi-
tures average 55.5% of total consumer expenditures for
families with dependent children and 74.7% for pension-
ers.

Non-food commodities are the second biggest item
of expenditures for Belarusian households. In 1999, it
represented 27.9% of total consumer spending, up from
23.4% in 1995. In 1999, the prices of consumer goods
grew twice as fast as the cost of utilities. As a result, farni-
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lies were paying just 2% on public utilities in 1999, as
opposed to 3.6% in 1998.

Expenditures on culture, education, recreation and
sport are negligible (just 2.2% of all expenditures), as arc
expenditures on health care (1.9%). However, expendi-
tures of the wealthiest 20% on education, recreation and
sport are five times, and health care 3-5 times as high as
those of the poorest 20%.

As higher living standards arc a top priority for the
state and society, efforts will be made to increase con-
sumption of goods and services in the long term. The
share of food expenditures should gradually decline, and
households will be spending more on household and
durable goods, as well as services.

In a new society, cultural and spiritual advancement
and growth in all aspects of human activity will be of pri-
mary importance. This can only be achieved by adopting
a new system of moral and social values.

In the long-term perspective, efforts should be direct-
ed at creating a community of well educated people who
could become leaders in economic, scientific and cultur-
al advancement Young people - especially students -
can play a crucial role in this process, as they are in the
best position to acquire the knowledge and develop the
culture needed to achieve progress in all aspects of
human activity.

Proper access to housing is essential, as housing is a
key element of the social infrastructure and a major fac-
tor that affects fertility and reproduction. Housing condi-
tions also have implications for the hierarchy of other
human needs and priorities and define the lifestyles and
consumer behaviour patterns of every household

Continuous growth of labour productivity is central
to sustainable human development. The individual
should feel increasingly responsible for the results of his
work. State policies in this area should therefore be guid-
ed by the need to create an environment that would
enable every citizen to provide for himself and his family.

The transition to a socially oriented economy
requires a complete remodelling of the economic system.
Priority should be given to the development of the social
network and increasing the share of consumer goods and
services in the GDP. Social policies should lead to stabili-
sation and continuous improvement of popular living
standards. They should also correct the demographic si-

tuation, promote productive employment and foster the
development of social services.

Despite social and economic difficulties, Belarus has
the resources to overcome its problems and start moving
towards sustainable human development as early as the
beginning of the 21st century.

A decade of transformation and
choice of the nation's socio-
economic development path

For Belarus, transition to the market economy
required difficult decisions, institutional adjustments and
the ability to respond to developments in the global mar-
kets, which are affected by globalisation and the rapid
growth of information technologies. The heritage of the
former USSR, however, was not conducive for such a tran-
sition. Belarus has had to deal with the severe aftermath
of the Chernobyl nuclear accident, and was left with a
large number of chemical factories, a distorted market
structure, and inefficient industries that required large
amounts of energy and raw materials. There was also a
shortage of qualified personnel, and particularly of man-
agerial staff capable of working within the market system.
The lack of a properly trained managerial elite that could
assume leadership in institutional reforms and promote
IT development affected the evolution of the Belarusian
socio-economic model from 1991 to 2000. According to
data from EBRD and OECD, Belarus accounts for 3.4% of
the combined GDP of the newly independent states, and
3.44% of their total population.

Irreversible changes have taken place in the econom-
ic environment, geopolitical situation and resource distri-
bution patterns within the region. Globalisation, deepen-
ing division of labour and emergence of new markets
have posed new challenges for the country. The history of
the Belarusian economy in the last ten years falls roughly
into two stages. The first stage, that lasted from 1991 to
1994, was dominated by declining GDP, macroeconomic
chaos, hyperinflation, large budget deficits, loss of control
over economic developments and attempts to combine
new market mechanisms with the old institutions. The
main attributes of the second stage (1994 to 1999)
included attempts to boost consumer demand by infla-
tionary means, a de-facto abolition of private properly

Projections for the next five-year period

Realisation of the Sustainable Development Concept and Programme for the Period 2001-2005 should lead
to stabilisation, sustainable economic growth, and, ultimately, to improvements in popular living standards. Gross
domestic product is expected to increase 1.24-1.33 times, industrial output 1.24-1.33 times, agricultural output
1.2-1.3 times, and production of services 1.4-1.5 times. The GDP structure will also improve. The share of the
manufacturing sector will equal 31-32%, agricultural sector 9-9.8%, construction 6-6.3%, and the share of the
services sector will jump to 37-37.5%. Labour productivity will rise by 28-36%. Consumption of raw materials per
unit of production will decline by 4-5% and consumption of energy per unit of GDP will fall by 15-20%.
Translating these plans into reality may not make us a prosperous society, but will give us the capability to deve-
lop on a sustainable basis, by taking loans and attracting investments where necessary.

Sergei Tkachev,
Deputy Minister of Economy

"A Vision For the Next Five Year Period"
"Natsionalnaya Ekonomicheskaya Gazeta» Newspaper. Issue 26,2000, page 4
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FIGURE 1.3

and depiction of technological, financial and investment
resources.

The first stage was a period of intense redistribution
of capital, facilitated by inflation, massive consumer
import from the West - and was accompanied by falling
real incomes and popular living standards. This period
was marked by unrealistic expectations of rapid improve-
ments.

In the second stage, the testing of Keynsean
methods was attempted in a post-Soviet context,
deprived of essential market and legal institutions.
Discrimination against private business became wide-
spread and a new economic class emerged - a class of
people whose main income was derived from the exten-
sive subsidy system that had been created. In the second
stage, resources were channelled into massive exports to
Russia and, in the early nineties, into imports from third
countries through Russia without paying required taxes
and duties to the Belarusian budget. The end of the first
stage and the beginning of the second was the only
period of relative financial stability and positive interest
rates.

In Belarus, the first surrogate money appeared in May
1992, when Soviet roubles were still in circulation. By the
end of that year, this money already represented 80% of
all cash. The non-cash Belarusian rouble was introduced
in July 1992. There were no limitations to demand for
cheap credit. Instead of stabilising the local currency and
launching macrocconomic reforms, the government had
preferred to implement a soft transition within the old
institutional framework. It was not until October 1994
that a final decision was made to legalise the Belarusian
rouble as the national currency. At that stage, inflation
was running at 30% per month. From 1990 to 1993, the
amount of money in circulation had increased 103 limes,
and consumer prices 861 times. Lack of control over
finances at that time made it possible to address the prob-
lems of the government sector and budget at the expense
of everyone whose inflationary losses were not being
compensated by subsidies from the budget.

The ongoing changes in GDP structure suggest that
Belarus is not an exception to the global rule. The share
of the industrial and agricultural sector is falling, and the
proportion of services is rising. In Belarus, the latter is still
arround 40%, whereas in other transitional economies of
Central and Eastern Europe, services account for 60% of
GDP. In Belarus, agricultural output represents little over
11 % of GDP, and accounts for 11 % of budgetary expendi-
tures, while rural population is 30% (fig. 1.3).

In 1999, the European Bank for Reconstruction and
Development (EBRD) published a regular report on tran-
sitional countries, which ranks them according to the
progress of reforms in various subsectors of their
economics. Of 27 countries, Belarus was put in the 26th
place, ahead of Turkmenistan, whose per capita national
income did not exceed $400.

Trends in industrial output

Boosting employment in large enterprises was not
just an economic priority for Belarus under Soviet rule,
but also a part of its ideology. In 1990, the industrial sec-
tor employed 1.6 million. During the post-war years,
Belarus became an urbanised society. As of January 2000,
70% of Bclarusians were living in cities. Such changes
would have been positive if they had been based on accu-
rate economic projections, free choice of producers and
consumers, and regional division of labour.

When the political smoke cleared, Belarus discovered
that its industrial policies had to be reviewed and new
objectives defined for the short and long-term perspec-
tive. Production fall was inevitable. It may have been
tempting to maintain the old Soviet-time economic ties,
but it was also becoming increasingly dangerous to do so.

At the beginning of the 1990s, the manufacturing sec-
tor produced 97.9% of all industrial output and the min-
ing industry 2.1%. At the first stage of the transition, rapid
production decline began, and the financial situation of
most enterprises was deteriorating rapidly. By
1994-1995, the deepest decline had occurred in the fuel
industry, dependent on oil imports, as well as the electric
power, textile and construction industries. Targeted sup-
port for a few priority enterprises became a widespread
practice. Main beneficiaries included the Minsk
Automotive Factory, Minsk Tractor Factory, Belarus
Metallurgy Plant, conversion industries, television manu-
facturers and the petrochemical industry. In our opinion,
such policies were ineffective as they did not address the
root causes of the crisis.

Continued depreciation of production capital funds
confirms that the Belarusian industry has not succeeded
in finding solutions to a number of critical issues.

In industry, capital funds depreciation had increased
from 50% in 1992 to 76% in 1997. Even the government
acknowledges this problem, pointing to a decline in
exports, serious financial difficulties in many enterprises
and a significant proportion of barter in product sales.
The main factors that impede the development of indus-
try include:

• an artificially strong rouble, leading to understate-
ment of production costs and overstatement of profit;

• existence of price ceilings;
• mandatory sale of hard currency revenues;
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• a hostile taxation system;
• unpredictable legislation, and its retroactive ap-

plication.
Such policies have led to a certain degree of self-iso-

lation in foreign trade. This is not the product of high tar-
iff and non-tariff barriers imposed by the West: the effect
of those barriers should not be disregarded, but they
apply equally to all countries, not just Belarus. The true
reason is that European consumers consider the products
of other countries to be of higher quality or better priced
than Belarusian goods. In the past decade, Bclarusian
industrialists have failed to give enough promotion to
their trademarks and have not made them easily recog-
nisable recognizable and marketable throughout the
world.

Of all loss making companies at the end of 1999,
57.9% were government owned, and 42.1% privately or
corporately owned. However, the ability of the state to
restrict provatc private ownership by legal and admin-
strative means makes the distinction between public and
private companies extremely blurry. From 1991 to 1996,
the proportion of loss making companies had increased
from 5-3% to 18.4%. At the end of 2000, 20% of all
surveyed companies were operating at a loss.

Investment policy

Although capital investments increased in absolute
terms in 1997 and 1998. they represented only 59% of the
1990 level at the end of 1998. From 1989 to 1998, GDP
had declined by a total of 36.9%, which was less than the
fall of investments. In 1999, investments dropped 5.4%
below 1998, considered to be a relatively successful year.
From 1990 to 1999, investments in the radio industry
dropped nearly 40 times, electronics 35 times, tractor and
agricultural engineering 2.5 times, automobile manufac-
turing 2.4 times. In agriculture, investments had declined
8 times and in science more than ten times. Relative to
total investments in industry, the share of mechanical
engineering had declined from 40.4% in 1990 to 18% in
1999, and light industry from 7.5 to 3%.

Over the same time period, investments in the power
generation sector had tripled and in the fuel sector
doubled. Investments in the oil processing industry
increased by almost seven times. Contrary to statements
about supporting agriculture and construction, the share
of investments in those sectors reduced from 30% to 6%
and 3.1% to 1%, respectively.

Transport, on the other hand, which is not even list-
ed among the designated "growth points" had doubled its
share of investments to almost 12%. Development of
science and technology has been declared a top priority

for Belarus. However, investments in high-tech and
research intensive industries in 1999 were 6 to 30 times
below the 1990 level.

In the government's view, investment policies should
strengthen the food security of Belarus, accelerate hous-
ing construction and increase the country's exporting
capacity. Achievement of these goals, however, does not
necessarily imply macroeconomic stabilisation, liberalisa-
tion of the markets, equal treatment of companies of dif-
ferent ownership types or unequivocal protection of pri-
vate property. The private investor in Belarus has no
effective legal mechanisms to protect himself.

The reasons named by government experts include
multiple exchange rates, soft fiscal policies towards indi-
vidual enterprises in the agricultural sector and construc-
tion, high percentage of loss making and low-profit
enterprises, rising circular debt and ever increasing fund-
ing for the social sector.

Absence of a secondary stock market and lack of pro-
fessional financial brokers is also having a negative effect
on the investment climate. The total cost of all securities
issued in Belarus does not exceed $35 million at the mar-
ket exchange rate. By contrast, the capitalisation of the
stock market in 1999 exceeded $13 billion in Hungary,
822 billion in Poland and $12 billion in the Czech
Republic. In Belarus, the number of certified stock
brokers decreased from 286 in 1997 to 190 in 1999.

Advancement of the private sector

According to official statistics, the private sector
already accounted for 22% of all output in 1990 (in 1990
roubles). By 1999, the share of the private sector had
exceeded 40%. The policy of selective privatisation was
supposed to enable a soft transition for the manufactur-
ing sector. This policy however, put a heavy burden on
the majority of enterprises. Although barred from making
independent production, marketing and finance deci-
sions, they were obliged to meet tough production tar-
gets, regardless of the state of production equipment or
access to supplies and resources. The failure of privatisa-
tion, including small scale privatisation, has exerted a
high economic cost on the country. According to esti-
mates by Merrill Lynch, delayed privatisation in Poland
and the Czech Republic decreased property value by
35-60%. As the former Warsaw Pact countries had a dif-
ferent production and market structure and their indus-
tries were better equipped, the losses incurred by the
Belarusian manufacturing sector as a result of slow pri-
vatisation may have been much higher.

According to official statistics, the private sector in
1991 employed 1.5 million, or 29.2% of the total work

TABLE 1.1
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FIGURE 1.4

force. By 1999, employment outside the public sector had
increased to 45%. In the beginning, the private sector was
represented mainly by cooperative and leased companies,
joint ventures and sole traders. Employment in small busi-
ness began to increase steadily in 1992, reaching 15% of
total employment in 1999 (up from 4-4% in 1991).
Relative to total private sector revenues, the revenues of
small business have doubled in the last three years, reach-
ing 20%. However, despite the existence of enterprise sup-
port centres, business incubators and science parks, the
private sector has not taken a leading position in the
Bclarusian consumer market.

From 1991 to September 1999, 1000 objects owned
by the central government underwent property reform,
which represents 22.6% of 4423 property projects that
were to be privatised under the 1994 privatisation plan
{tabl. 1.2). As the list of objects to be privatised is being
modified continuously, the plan's degree of completion
may be even lower. As many as 531 enterprises have been
transformed into joint stock companies. Of these 531, the
state holds a majority stake of more than 50% in 274.155
properly objects were purchased by leaseholders,
employees or private individuals, and 121 enterprises
have been auctioned.

Over the same time period, 2975 objects of commu-
nal property were privatised, of which 41% were
auctioned. Communal property is easier to sell, and this
process requires considerably less red tape than large
scale privatisation. But small-scale privatisation is also not
complete, even though it has been implemented for over

ten years. The 1994 plan called for privatisation of 4114
objects of communal property. The government of
Belarus still has little faith in privately owned trade, cater-
ing, services and utilities - no more than in privately
owned industries. In Belarus, working in the private sec-
tor almost automatically means isolation from cheap
state resources, more stringent fiscal requirements and
considerably higher fines and penalties. Such attitudes
equally discourage reforms in loss making and profitable
companies and may explain the slowdown in privatisa-
tion that occurred in the late 1990s. Even incorporation
has its specifics. Under the present circumstances, leaving
50% of the company's shares under state control is
extremely sensible. This not only increases the company's
chances of survival in the short term, but also provides a
good base for full privatisation in the future.

In the early 1990s, companies were privatised almost
exclusively for cash, mostly at the proposal of employees.
Had this approach been maintained and extended to
industry, agriculture, trade and services, Belarus would
now have resembled Poland, rather than Ukraine and
some provinces of Russia. Some legislation enacted in
1993 opened the door to institutional changes. This legis-
lation made it possible to pay 50% of the cost of privatised
property with cash and the remaining 50% with privatisa-
tion cheques. Small-scale enterprises in communal own-
ership were to be sold at auctions and competitions, and
large enterprises transformed into joint stock companies.

As expected, large-scale privatisation for property
cheques did not result in effective and responsible
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ownership of enterprises. Of 425.3 million cheques issued
to the public by 2000, only 45% have been exchanged for
shares. Little over 40% of eligible citizens have used their
shares. Only 52% of the privatisation cheques' nominal
value is covered by state property available for privatisa-
tion.

Agricultural policies

At the beginning of the 1990s, a crisis in agriculture
was inevitable. Relative to total expenditures, public
spending on agriculture decreased from 23% in 1990 to
5.2% in 1994. Fixed assets were depreciating rapidly, and
there was no money for fertilisers and pesticides.

Meat exports relative to production decreased from
33-7% in 1990 to 11.7% in 1992. In the first four years of
reforms, Belarus went back 25 years by per capita meat
and milk output. Consumption of meat had declined 30%
and fish and seafood by nearly 55%. From 1991 to 1994,
agricultural output was falling by an average of 6.25% per

year (fig. 1.4). Grain crop had dropped by nearly 16%,
cattle weight gain by 30% and pig weight gain 26%.
Production of milk per cow in the public sector had
declined by 18% (table 1.3).

Falling agricultural output is a sign of great structural
imbalances, and a crisis in consumer demand. It signals
the need to review current production, processing, pack-
aging, and delivery practices, as well as the settlements
and debt repayment mechanisms.

The most widespread methods of government
involvement in the agricultural sector include price
controls, trade restrictions, centralised distribution of
credit and obligation of agricultural producers to sell pro-
duce to the state.

Direct and indirect subsidies to agriculture average
S250 to S300 million per year. From 1990 to 1999, the
agricultural sector had received a total of S2.5 to $3 billion
dollars in subsidies, but institutional transformations have
not even started.

TABLE 1.3
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In 2000, private farms produced five times as many
vegetables and five times as many potatoes as public sec-
tor farms. In addition, they had a higher crop yield and
considerably lower costs than in the public sector.

The state continues to dominate the construction
market and generates most of the supply and demand,
even though of 4000 construction companies nearly
3200 are in the private sector. As in other sectors, state
construction companies are almost automatically entitled
to cheap credit, lucrative contracts and timely payments.
Of private sector construction companies, two thirds are
small firms with up to 50 employees. Nearly 65% of all
construction works, including capital construction, are
performed by private sector companies. Public sector
firms arc 2,5 times ahead of their private sector compe-
titors by the cost of repair works performed. Such dif-
ferences may be attributed to the fact that the construc-
tion is a high-rent paying sector in Belarus. Materials con-
tribute two-thirds of all construction costs, and payroll
just 20%.

The total cost of building works completed in Belarus
every year varies from $500 to $850 million, depending on
the exchange rate applied The estimated cost of contract
works varies between $700 million and $1.2 billion per
annum. After ten years of reform, the country has still not
created an institutional system to encourage savings and
financial discipline. There are no mortgaging or market-
driven housing loan schemes. High quality building mate-
rials still have to be imported. The industry still remains
highly dependent on imports, which is a serious con-
straint in a situation of multiple exchange rates and cur-
rency shortages.

Development of construction in the first five years of
independence highlighted the depth of structural and
institutional imbalances in the core sectors of the econo-
my. There was no money to build large animal farms.
Unable to give work to existing industrial premises, com-
panies were placing no orders for new construction.
From 1991 to 1995, the volume of contract works drop-
ped threefold, and output of building materials 2.5 times.
In 1997-1999, the government's attempts to apply
Keyenness' methods to boost demand generated growth
in those sectors.

The amount of new housing completed in 1999 was
1.9 times as high as in 1995, but 45% below the 1990 level
(6282 and 2951 thousand square metres, respectively). It
should be noted that 40% of all housing was built under
contracts with independent developers, 22% with hous-
ing cooperatives and 20% with the state.

The Belarusian construction industry still uses dispro-
portionate amounts of materials and metal - 30 to 50%
more than in Poland. A twofold reduction in the export
of building materials in 1999 was only to be expected.
Depreciation of fixed assets has reached 75%, and 45% of
all equipment is being used beyond the normal period of
service. Construction of new generation housing using
resource efficient technologies has not been scheduled
until 2000.

Trade policy

The trade sector is being managed by a variety of
tools, such as taxes, customs duties, nontariff limitations,

interest rate policies (including multiple exchange rates),
and widespread administrative restrictions.

From 1991 to 1995, major changes occurred in the
nature and intensity of trade flows. The inflow of foreign
investment and money transfers had started Barter did
not exceed 10% of all settlements. The devaluation of the
rouble, soft monetary policies and a virtual absence of
budgetary restrictions served to promote exports, par-
ticularly in sectors that were using domestic materials and
supplies. But the positive effect of devaluation soon
diminished. Producers did not succeed in using it to their
advantage, making exports more difficult in the medium-
term.

The Rubicon was crossed in 1996, when a net outflow
of capital began, mainly due to increased external debt
payments. Ninety per cent of all gas and 100% of all elec-
tricity supplied to Belarus in 1997 were paid for by barter,
in the absence of working mechanisms to pay for those
supplies in cash. The core sectors of the Belarusian eco-
nomy are not prepared to reject barter, and this is putting
the nation's economic security at risk.

Relations with Russia arc of particular importance to
the Belarusian economy. The customs union , which
should have resulted in a common foreign trade legisla-
tion for Russia and Belarus, has left many problems unre-
solved and has not been fully implemented. As a result,
the present customs policies do not fully respond to the
needs of Belarusian producers. Export growth has not
increased foreign currency revenues. The financial crisis
in Russia has negatively affected trade and industrial po-
licies in Belarus. The government, however, has made no
effort to diversify foreign trade. In 1999, Russia account-
ed for 38% of Belarus' export of ferrous metals, 50% of
synthetic threads, 91% of car tires, 54% of tractors, 98% of
televisions and 72% of refrigerators.

Russia supplied 100% of oil, 100% of gas, 80% of elec-
tricity and 86% of all ferrous metals imported by Belarus.
In the meantime, the prices of these commodities in
Russia arc gradually increasing to global levels. As this
process is expected to take up to five years to complete,
Belarus still has a very limited amount of time to recon-
sider its trade policy or risk losing its traditional markets
to Ukraine and Russia.

Belarus is not making proper use of its geographical
position. The cost of services exported by Belarus in 1999
was slightly under $760 million, or 13% of total exports,
down 20% from the 1998 level. The import of services
totalled $442 million, or 6.6% of all imports. Nearly 70% of
all service exports are to non-CIS countries. Transport
accounts for nearly one-half of all services exported.
There is a steady surplus in the export of construction
services, which presents an economic opportunity that
still remains largely unused. The share of the tourism
industry is extremely low (1.7% of all service exports).

Trade and public catering industries employ 270,000.
Retail turnover in the private sector is three times as high
as in the public sector. However, the state continues to
maintain intrusive control over prices and trade mark-
ups. Stores are required to have a certain percentage of
Belarusian goods and maintain a minimum inventory of
goods to be available on the shelves at all times. In addi-
tion, there is a stringent product certification system. All
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these restrictions impede the growth of private trade by
increasing its operating costs. Over the last ten years,
retail sales have increased 25 to 30% for virtually all types
of basic goods. Relative to all sales, the share of food items
increased by ten per cent, reaching 55% of all retail sales.
However, the sales of meat have already declined by 15%,
milk 45%, bread 35% and potatoes 52%. By contrast, the
sales of alcoholic beverages have increased by 55%. Over
the last decade, the sales of televisions have risen by 43%
and watches 60%. Refrigerator sales have increased
insignificantly.

Personal incomes and expenditures

In 1990, the size of the population at employment
age was 5.2 million out of a total population of 10.2 mil-
lion. There were 2.4 million pensioners, indicating a high
degree of Belarus' popularity among those willing to
spend their old age in a quiet and relatively well-to-do
place. There were 2.2 workers per pensioner, which was
already one of the worst ratios in Europe. The situation
has deteriorated greatly over the last decade. The popula-
tion is now little over 10 million. The number of
employed has declined to 4.3 million, whereas the num-
ber of pensioners has reached 2.7 million. This has put a
heavy strain on the state pension system, in which 158
workers are having to provide for 100 pensioners. In the
past ten years, the total population has declined by 2%,
and the number of employed by 18, while the number of
pensioners has increased by 13%.

The changes in pension size over the last decade have
been quite remarkable. Measured in US dollars (despite
difficulties that such an estimate involves - mainly
because of multiple exchange rates), pension size has
declined by 18%. Relative to 1995 - the most successful
year in ihc last decade - pension size has dropped 30%.
Over the same time period, the average monthly wage has
decreased by 45%. At the end of 1999, the average old age
pension was equivalent to SI 5, and the minimum pension
to 18.5, or 12.5 times less than in neighbouring Lithuania.
The share of the poor in rural areas is 15-20% higher

than in cities, and the amount of resources needed to
raise the living standards of the poor to the subsistence
minimum is $180-250 million, or 10% of all personal
incomes (table. 1.4).

In 1990, the incomes of Belarusians in PPP US dollars
were among the highest in the former USSR. The struc-
ture of personal incomes may be indicative of the nature
of developments in the economy. A high share of incomes
deriving from entrepreneurial activity and the stock mar-
ket suggests high advancement of the market reforms. A
high proportion of wages, benefits and sales of produce
grown in private gardens is a sign of a virtual absence of
market elements in the economy.

The same applies to personal expenditures. If house-
holds tend to spend most of their money on food and
consumer goods, and very little on housing, utilities, edu-
cation and medical care, this may be a sign of gross price
imbalances. With time, those imbalances will level out,
and the country will move towards a standard market-
type price system with small regional variations. Most
production costs are already contributed outside Belarus,
so a transition to world prices is inevitable. Belarus is not
taking advantage of the transition period, when cheap
Russian fuel and energy could enable a less painful reform
of the core industries and give the population time to pre-
pare for a new structure of expenditures. The existing
structure of incomes and expenditures confirms that
meaningful institutional reforms have not yet started
(table. 1.5).

Consumer trends in rural and urban areas are not
very different. In cities, wages represent 75% of personal
incomes, and in rural areas 50%. Villagers rely on an addi-
tional ten per cent of revenue from the sale of produce
grown in private gardens. The rural population also
receives twice as much as the urban population in gov-
ernment subsidies.

Personal savings policies are an important compo-
nent of economic reforms. Belarus is entering the new
century with a very small ratio of savings to incomes. This
impedes investments, growth of new industries, job ere-
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Issues of socio-economic development

TABLE 1.5

ation and income generation. Over the last ten years, con-
sumer prices have grown ten times faster than personal
incomes. From 1991 to 1999, consumer prices were
increasing len times faster than personal savings.

The course of the socio-economic reform suggests a
need to review the goals, objectives and mechanisms of
the economic policy. Belarus has yet to build effective
market institutions, which should determine the direc-
tions of social advancement in the new century.

At the threshold of a new century, the savings of
Belarusians represent a meagre 2% of their incomes. This
impedes investments, growlh of new industries, job cre-
ation and income generation. Over the last ten years, con-
sumer prices have grown ten times faster than personal
incomes.

Government and civil society -
a case for dialogue and mutual
responsibility

Expanding opportunities for persona! development
and increasing people's political, economic and intellec-
tual choices are important prerequisites to human de-
velopment. These objectives, however, can not be
achieved without an advanced civil society, consolidated
democracy and rule of law.

A civil society is a self-regulating system that is based
on relationships among members of the community or
associations and individuals who act as free and equal
partners, independent of each other and the state. A civil
society is a buffer between the individual and the state, a
medium in which the multiple needs of the individual are
met and a means to securing the goals and interests of the
community.

During totalitarian Soviet rule, the civil society was
completely subordinated by the state. Releasing the soci-
ety from state domination is therefore an important
priority of any post-totalitarian transformation.
'Ibtalilarianism has left behind it a poorly structured
society. In order to promote the growth of civil society
institutions, state policies should aim to create a con-
ducive legal, economic and political environment.

In Belarus, the progress of the civil society has been
different from most other post-Soviet countries. For a
number of reasons, the old Soviet system had not
exhausted its resources by the mid-1980s, and still had
some potential to develop. At the time when the
Gorbachev Fcrcstroika began, the Belarusian society was
not ripe for reforms. Here, demoralisation and reforms
were not a spontaneous process, but one imposed from
outside, mainly from Russia.

Origin of the middle class

The middle class is known to be the foundation of
any civil society. It acts as a factor of social and political
stability and public accord, adds dynamism and weight to
relations within society and is a necessary condition of
progress within the state and society. The middle class is
a complex notion. Its existence depends on a large num-
ber of conditions, such as ownership of property,
adequate income levels, consumer preferences, education
and mentality.

The growth of the middle class depends on the
progress of market reforms, and particularly on privatisa-
tion. An important part of the middle class are business-
men, farmers and most private sector employees. There
are 1,380,000 people who fit this definition, representing
36.6% of the workforce. However, most private sector
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enterprises are private only on paper, as the state has still
kepi its administrative and controlling powers over them.
Only 500,000 are employed in the real private sector. An
opinion poll conducted early in 2000 by the Independent
Institute of Social and Political Studies (IISEPS) suggests
that the number of people who wish to work in the pri-
vate sector is far greater. As many as 40% of those polled
indicated that they would like to work for a private
employer, up from 30% in the previous year. There is also
widespread unregistered entrepreneurial activity, such as
shuttle and street trading and renting of flats to tenants.

Other social groups that could potentially join the
middle class include civil servants, managers, intellectuals
and technicians, as well as tertiary and upper-secondary
degree holders. Together, they number 36% of the total
population and 50% of the work force. Skilled labourers,
such as miners, are also likely members of the middle
class.

Ownership of property is also an important attribute
of the middle class. In Belarus, land ownership is restrict-
ed to small private garden plots. There are 1,937,000
people who own land plots for private gardening and
housing construction. Of this number, 638,700 used their
land as private orchards or dachas, and another 288,600
as private gardens. There are 2681 private commercial
farms. The law docs not permit ownership of those farms
- just permanent use by the private farmer.

Houses and flats are owned by 73.5% of Belarusian
households. Two per cent own personal computers, 20%
own cars, and 19% VCRs. Fifty per cent of households
have tape recorders, 56% vacuum cleaners, 71% washing
machines, 89% colour televisions and 98% refrigerators.
However, the fledgling Belarusian middle class still
remains a very heterogeneous and unstable group. This
situation has been caused by the collapse of the old social
system, deepening of the crisis and the obvious difficulties
of the transition process.

The state is pursuing a policy to increase its domina-
tion of the private sector by creating new administrative
and legal barriers for private business. The legal environ-
ment for private enterprise is unstable, and there is no
equal treatment of public and private companies. The
state is exercising excessive control over the private sec-
tor. For example, the government is making commercial
banks subsidise housing construction and agriculture,
and controls prices in the private sector.

Businessmen are required to obtain licences in an
increasing number of sectors, which now exceeds several
dozen. For example, special permission is required to pro-
duce cinema and video materials, establish professional
training and upgrading courses, disseminate legal infor-
mation and receive and distribute humanitarian aid. It is
no longer sufficient to notify the authorities in order to
register and open a business, it is now required to obtain
the authorities' permission to do so.

Economic entities have been reregistered twice in the
last five years (in 1996 and 1999-2000), and the proce-
dure to establish a new business is becoming more and
more complex. After the first round of re-registration in
1996, the number of private sector companies dropped
by 30%. Overall, the number of private sector businesses
reduced from 213,000 in 1995 to 71,500 in 1999, accord-

ing to data from the Ministry of Entrepreneurship and
Investments. From 1998 to 1999, the number of private
sector employees had declined by 17,000. A recent survey
of businessmen and employers, conducted by the Belarus
Union of Businessmen and Employers suggests that the
private sector will shrink by a further 30% as a result of
the ongoing re-registration. Thirty-five per cent of the
poll participants indicated that they were reluctant to
expand production and 39% felt too insecure to create
new jobs.

The current trends in the economic system perpe-
tuate dependence, paternalism, low initiative, intolerance
to competition, envy for the rich, and other negative ten-
dencies. The formation of the middle class is thus a con-
troversial process. On the one hand, the break-up of the
Communist system has expanded access to property,
enabled the growth of new professions and created new
opportunities to diversify incomes and develop new
social values. On the other, the relatively unstructured
and homogeneous social structure, inherited from Soviet
rule, is evolving into a highly stratified system, in which
properly and income levels are becoming the main fac-
tors of social division.

There are several other social phenomena that can be
attributed to Soviet heritage. First, the upper class is not
growing. Opinion polls and statistical data suggest that
only 2% of Belarusians can be considered as upper class.
In order to qualify as affluent, a European household
needs to spend less than 30% of its incomes on food. Only
2.1% of Belarusian households can fit this definition.

Erosion of the middle class is another alarming trend.
The middle class is shrinking, whereas the lower classes
are increasing in number. Ironically, it is the people who
would normally constitute the bulk of the middle class
who have joined the lower class. Nearly all intellectuals
whose wages are paid from the state budget - including
teachers, doctors, university professors and researchers -
have had to bear the worst consequences of the eco-
nomic crisis. Most cannot afford to buy a house or dacha
or a new car. Their wages are not enough to be able to go
to health resorts, pay for the education of their children
and other attributes of the middle class lifestyle. In ad-
dition, more than two thirds of all household equipment
owned by Belarusians was purchased before 1991.
Seventy per cent of all private passenger vehicles were
produced before 1987.

It is clear that most people have additional incomes
to supplement their salaries. Many are growing food in
their private gardens. A recent household survey indicat-
ed that 83% of Belarusian households are growing pota-
toes, and the additional income derived from private gar-
dening represents 18% of an average household's total
income.

The present socio-economic model has divided soci-
ety into a very small number of the very rich, and the very
poor, who constitute the overwhelming majority of the
population. This divide carries a potential for social con-
flict.

Under these circumstances, the middle class cannot
become a stabilising factor and a buffer between various
opposing forces, chiefly because it is small and powerless.
Because of the crisis and economic and legal instability,
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members of the middle class are living in constant fear of
unemployment or bankruptcy. Due to lack of income sta-
bility, many are not investing in their business, but spend-
ing money on private consumption. The feeling of neg-
lect, insecurity and vulnerability to an all-powerful state is
not conducive to the growth of a Western-type middle
class. Instead, in the words of S. Lipsett, it creates a class
of ^frustrated owners*, which not only fails to become a
stabilising factor in a democracy, but may even contribute
to its collapse. This situation of continued instability is
thus having a long-term impact on society.

Growth of civil society institutions

A civil society is not a spontaneous gathering of indi-
viduals who are acting separately from one another, but a
voluntary association of those individuals who act to-
gether to form independent organisations. These organi-
sations provide channels of communication and interac-
tion between the state and the public and include NGOs,
political parties, religious associations and various infor-
mal pressure groups.

The present Constitution entitles citizens to freedom
of association. There are limitations for judges, procura-
tors, police and state security officers, and military ser-
vicemen, who cannot be members of political parties or
public associations pursuing political objectives. Separate
laws govern the work of nongovernmental organisations,
political parties, trade unions and religious associations.

The work of NGOs is governed by the law «0n Public
Associations*, enacted on October 4,1994 and amended
in January 1995 and December 1999. The law has intro-
duced a complex regulatory framework for NGOs, which
results in extended periods of NGO registration (up to six
months) and widespread intervention of the registering
authorities (the Ministry of Justice or Justice Departments
of the local Soviets) in the registration process. Bylaws
and regulatory documents in this area tend to be even
more restrictive than the law, often leading to tensions
between NGOs and government authorities.
International, national and local-level NGOs may legally
operate in Belarus under the present law. NGOs may
legally be involved in commercial activity, but neither
NGOs nor donors to NGOs are entitled to any significant
tax reductions. There is also no mechanism for NGOs to
have an impact on government policies and decisions.

The transition from totalitarian to civil society has
two stages. At the initial stage, the old totalitarian struc-
tures (e.g. the Communist Party or the Young Communist
League) collapse, employee collectives cease to play a
political and ideological role, and rapid social disintegra-
tion occurs. At the second stage, society reintegrates on a
new basis, as a community of free individuals, who form
new organisations with voluntary membership.

Belarus has not yet completed the first stage in this
transition, in effect, there has been no disintegration. The
majority of the population are members of state-con-
trolled employee collectives which have been slightly
modified but continue to play a political role. Employee
collectives are entitled by law to nominate candidates in
elections, and they are using this right extensively. A net-
work of vertically controlled labour collectives makes
society consolidated, homogenous and easily controlled.

Only a small number of socially active members of socie-
ty have separated from the old structures and are just
beginning to reorganise themselves.

The collapse of Communist rule was followed by a
relatively fast growth of NGOs. By 1994, the number of
nongovernmental organisations had reached 784.
However, the enactment of a new law on public associa-
tions was followed by the re-registration of NGOs. As a
result, the number of NGOs declined, but soon recovered,
reaching 2502 in the beginning of 1999. At this stage, a
new re-registration began, which was passed by just 1,326
NGOs. By the beginning of June 2000, their number had
grown to 1,877. According 10 «United Way*, an organisa-
tion that monitors the third sector in Belarus, the break-
down of NGOs by area of activity was as follows:

• human rights and liberties - 159;
• consumer rights - 74;
• public education and information - 339;
• associations of military servicemen, veterans of the

army and police force - 91;
• associations of disabled people - 91;
• charitable organisations - 279;
• public administration, local self-rule - 86;
• women's associations - 45;
• culture and arts - 258; science - 171;
• children's and youth associations - 200;
• national minorities - 93;
• professional associations - 241;
• social support and rehabilitation - 365;
• sport, recreation and tourism - 383;
• hobbies, special interest groups - 130;
• Chernobyl relief- 91;
• environmental protection - 76;
• economy and private enterprise - 65;
• health and health care - 176;
• resource centres - 11;
• other sectors - 203.
There are 1033 NGOs in Minsk, 248 in Gomel Oblast,

224 in Vitebsk Oblast, 188 in Mogilev Oblast, 158 in Brest
Oblast, 132 in Grodno Oblast and 96 in Minsk Oblast
(excluding Minsk).

The Belarusian third sector is undergoing an active
process of reorganisation and restructuring. If successful,
this process should result in better coordination and
increase the impact of NGOs on the Belarusian society.
This development takes different shapes and pursues the
following objectives:

• opening resource centres to provide information,
technical and advisory support for interested NGOs. One
example of such a resource centre is the public associa-
tion «United Way.

• Creating organisations to coordinate NGO activi-
ties in different areas, such as the Belarus Association of
Chernobyl Relief NGOs «Aril 26th».

• Establishing informal coordination bodies to guide
NGO activities in the region, or entrusting the functions
of such a body to an existing organisation, such as the
Grodno Regional Public Association «Ratusha»;

• Creating umbrella organisations to promote and
maintain information exchange within a relatively stable
group of NGOs, such as the Belarus National Youth
Council;
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• Creating organisations to provide a particular ser-
vice to NGOs, (e.g. the Independent Association of Legal
Research, providing legal assistance to the third sector),
or to serve a particular type of NGOs (e.g. the Belarus
Union of Social Educators and Social Workers, assisting
social NGOs).

NGOs publish 243 periodicals, of which 48% are
based in Minsk. In the provinces, the largest number of
NGO periodicals (13%) is published in Grodno Oblast,
and the smallest in Minsk Oblast (2% - excluding Minsk).

The Belarus Federation of Trade Unions is the largest
NGO in Belarus. Its membership totals 4,378,400 and re-
presents 54.2% of the population aged 14 and above. 91
to 99-5% of public sector employees are members of the
Federation. This organisation has been inherited from the
Communist system and has kept nearly all of its attri-
butes, including pressure to join the unions and member-
ship of employers and managers of government owned
enterprises in the same organisation. As these managers
effectively represent the employer, they are often in con-
trol of most of the Federation's grassroots organisations.

Belarus also has independent unions acting under the
umbrella of the Belarus Congress of Independent Trade
Unions. Their total membership exceeds 10,000.

Growth of the political party system

As the country began to move towards democracy
and the Communist Party gave up its monopoly for
power, new political parties began to emerge. In 1989, the
Belarusian Popular Front was created. The evolution of
the political party system went in several stages.

The first stage lasted from 1990 to 3991, which were
the last years of the Soviet Union. At that time, political
parties were being formed around ideas. Those parties
were not promoting the interests of any particular social
groups, as no such groups had yet emerged. Instead, they
united proponents of a particular idea. The Belarus
Popular Front was the advocate of national revival, and
the United Democratic Party represented the liberal idea.
The Belarus Christian Democratic Union promoted
Christian Democracy. The Belarus Social Democratic
Alliance supported social democracy and the Belarus
Communist Party the Communist idea.

When the market reforms began in 1992-93, distinct
social groups began to emerge with their own political
preferences and agendas. Senior civil servants and
managers also began to create their own parties. The par-
ties that emerged as a result were similar to lobby groups.
Those were the parties of pragmatists who pursued clear
goals and objectives, to whom ideology was unimportant.
Some examples of such parties include the Party of
National Accord, which united the reformist part of civil
servants, the United Agrarian Democratic Party, created
by directors of collective and state farms, and the Belarus
Science and Industry Congress, a party of industrialists.

There was an explosive growth of political parties
during the presidential and parliamentary elections in
1994 and 1995. Twenty-nine parties participated in the
parliamentary elections in May 1995, and as many as 34
parties in the run-off elections in November and
December of 1995. Members of those parties represented
more than one-half of the 13th Parliament. There were

three environmental, three Christian, three republican,
two national and two sports parties. The development of
the Belarusian party system increasingly resembled the
growth of European parties.

From November 1995 to present, the conditions for
political parties have deteriorated greatly. Recent consti-
tutional changes have pushed most parties into political
isolation, turning many into hard-line opponents of the
regime.

More than ten parties have been closed by the courts
as lacking signs of any political activity. There are just 18
officially recognised parties at present. Of these 18, only a
handful of parties have local grassroots organisations and
are politically active. The number of those working par-
ties includes the Belarus Popular Front, the United Civil
Party, the Belarus Social Democratic Party «Popular
Alliance*, the Belarus Communist Party, the Communist
Party of Belarus, and the Liberal Democratic Party. Most of
those parties are small, poorly organised, unprofessional
and politically weak. In addition, they do not enjoy any
significant public support.

Why is the Belarusian political party system so vul-
nerable? In fact, the situation is typical of any post-totali-
tarian state. There is still no civil society, and the state
continues to be in control of all aspects of social life.
There are almost no elements of self-organisation, and a
multi-party system has practically no base within a socie-
ty, which still remains unstructured and homogenous.
Decisions are not guided by economic and political inter-
est, which may or may not be clear to the majority of the
population, but are based on deeply rooted ideological
stereotypes, as well as emotional and psychological reac-
tions.

This trend is confirmed by the changes that have
taken place recently in the role of political parties in elec-
tion campaigns. During the May round of the 1995 par-
liamentary elections, 54% of all candidates had been
nominated by political parties and only 20% by the labour
collectives. During the run-off parliamentary elections in
November and December 1995, the proportion of party
candidates increased to 65%.

On the eve of the 1999 local elections, the Advisory
and Monitoring Group of OSCE condemned the local
election law as undemocratic. One of its main criticisms
was directed against the additional obstacles created by
the law for political parties and activist groups wishing to
nominate candidates. Nongovernmental organisations
were stripped of this right altogether. Of 17543 members
of local and precinct election commissions, 12600 had
been nominated by labour collectives, and only 81 by
political parties. Only 4.8% of candidates in those elec-
tions were representing political parties, while labour col-
lectives had nominated 71%.

Of 769 candidates at elections to the House of
Representatives this autumn, 309 represented political
parties, and 126 labour collectives.

Government and civil society

Civil society institutions arc not created by a govern-
ment order. They appear spontaneously, as a result of
partnership among independent citizens, pursuing differ-
ent objectives. Post totalitarian countries, however, are
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different because of the critical role played by the state in
fostering the growth of the civil society. In an unstruc-
tured society, interest groups could only be created by
consistent and systematic government policies.

In Belarus, however, the state has not become a part-
ner for the civil society. The Belarusian social system is
based on an indisputable right of the state to control
every aspect of social development. Any structure that
cannot easily be controlled by the state (such as private
enterprise), and any civil society institution claiming an
independent role within the system, are met by the state
with extreme caution. The state sees them as undesirable
competition in addressing social issues.

As state and quasi-state institutions are increasing
their political role, the political and social role of third
sector institutions that have emerged in the course of
reforms is being restricted.

The tightening of the registration and rc-rcgistration
procedures in 1999 affected a large number of NGOs,
trade unions and political parties. Earlier, NGOs could
choose whether to register or not. The new rules have
made registration mandatory and introduced sanctions
for operating without it.

Interaction between the government and society is
ensured by functional, not political representation. Policy
decisions are made by the executive power and a narrow
circle of corporate pressure groups. Those pressure
groups, however, do not represent the interests of any
particular sectors, segments or groups within society but
rather act as agents to implement government policies
within those sectors, segments or groups.

There are 145 television and radio stations and just
one nation-wide television and radio channel. Regional
television and radio broadcasters, of which 16 operate
within a national broadcasting network, transmit most of
this channel's programming, contributing some of their
own. The first national radio channel captures 50% of
daytime audience. The rest are shared between Radio BA
(16%), the Youth Channel (12%), Radio Rocks (7.4%) and
other stations. However, no television or radio station
with the exception of government-owned ones, provides
a forum to discuss local events.

The development of local self-rule has encountered
serious problems. Section 5 of the 1996 constitution is
devoted specifically to local government and self-rule. An
amended law on local administration and self-rule was
enacted in December 1999. The key institutions of local
self rule are the local Soviets. They have the exclusive
authority to adopt local social and economic develop-
ment programmes, approve local budgets, introduce local
taxes and dispose of communal property. However, the
authority of the local Soviets is shrinking, and their finan-
cial dependence on the local executive committees is
increasing. Regional Soviets have only three and district
Soviets just two permanent employees, and their power
of control over the local executive committees is very
limited.

The collapse of the administrative command system
has led to a deep crisis that has affected the entire state
and society A strong civil society, acting as an open, self-
regulating system and a factor of social stability, is an
important prerequisite to overcoming this crisis. The

origin of such a society depends on a number of eco-
nomic, social, political, ideological and psychological fac-
tors. The combined action of those factors could steer
this process in the right direction.

The obstacles to civil society, such as weak national
consciousness, an underdeveloped private sector, absence
of the middle class and inadequate mentality of the peo-
ple - are compounded by the current policies of the state.
The essential elements of the market economy - includ-
ing free pricing, a market driven exchange rate, a func-
tioning stock market and competition - are not being
introduced. In the political system, the critical attributes
of democratic governance - such as democratic self-rule,
a functioning parliament, local Soviets and NGOs - are
taking too long to grow. The development of the civil
society will therefore be a much more difficult process
than in most other post-totalitarian states in Europe. The
elements of the civil society that are now coming into
being affect only a tiny section of the society, mostly the
elite. But such an elitist system is a necessary stage in the
transition to a real civil society.

The 21st century - new challenges
for Belarus

The turn of the century is a complex period for hu-
manity. It is marked by radical changes in the global eco-
nomic and social environment, which are accompanied
by significant shifts in the global balance of power and
struggles for dominance. These revolutionary develop-
ments in the global economy are comparable in size and
impact with the process that began in Western Europe
800 years ago, when the first stones were laid in the foun-
dation of the market economy. The emergence of the
market was conducive for the centralisation of power,
formation of nation states and long-term economic
growth. According to Western experts, the evolution of
mankind over the next 50 years will he dominated by the
forces of integration, leading to progressive regionalisa-
tion and globalisation. Countries left out of this process
will remain on the sidelines of history and will be ex-
cluded from the new industrial, post-market civilisation.
Globalisation, therefore, is the first and greatest challenge
of the 21st century.

Throughout the 20th century, and particularly during
its last decades, global industrial output has increased
substantially. The down side of this growth is wasteful use
of natural resources and a high burden on the natural en-
vironment, including the atmosphere, hydrosphere,
lilhosphcre and the biosphere. As a result, humanity has
been faced with the immediate threat of destroying its
natural environment and undermining the resources for
its evolution and reproduction, already strained by the
abnormal condition of the living environment. The in-
creased anthropogenic burden on the living environment
is another challenge. A proper response to this challenge
is a matter of life and death for civilisation.

Output growth, particularly in industrial countries
that already produce the lion's share of the global GDP,
increases the need of those countries for natural resour-
ces, particularly fuel (notably, oil and gas). The biggest
part of those resources are found in developing countries
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and various regions of the former USSR. As a result, we are
witnessing an intensifying global struggle for resources,
which represents the third challenge of the coming cen-
tury.

And lastly, the rapid economic development of the in-
dustrialised North, which has already adopted, or is in the
process of transition, to a fifth-generation technological
system, widens the income gap between rich and poor
nations, and leaves the predominantly agricultural South
increasingly behind the industrialised North. In 1997, 20%
of the world's richest people controlled 86% of global
GDP and the poorest 20% just 1% of the global GDP. Not
only do many of the world's developing nations have a
lower per capita income than industrialised countries -
they also have slower economic growth. Rapid increase in
population size in the developing world deepens global
poverty and inhibits economic growth in those countries
and regions. Economic growth slowed down conside-
rably in the developing world during the 1980s. In 1990,
the developing world registered a 0.2% decline in real per
capita incomes, which continued to fall in sub-sequent
years. Although 40% of developing countries succeeded in
raising per capital income growth rates above 3% per an-
num, per capita incomes decreased in five developing
countries, mostly in Sub-Saharan Africa, the former
Soviet Union and Eastern Europe.

If the present trend continues, tensions between the
industrial North and agricultural South will rise still fur-
ther, potentially creating an insurmountable social gap
between those two camps. This represents the fourth chal-
lenge of the 21st century.

Although these problems may seem to be far apart
from each other, they are in fact closely connected. They
are an attribute of global development and its main
trends. It is therefore extremely important to not only
recognise these challenges, but also to respond, or at least
be prepared to respond to them.

Globalisation - a breakthrough to a post-market
system; internal conflicts of this system

Globalisation as a universal trend is the product of
evolution within the market system. In general, globalisa-
tion is a process that makes individual national economi-
es a part of a universal market system and infrastructure.
The movement towards such a system is supported by de-
velopments in the international division of labour, as well
as political and economic relations, and growing depen-
dence of national economies on each other. In the long
run. globalisation will erode the national sovereignty of
the states that have long been major players in the inter-
national arena, and results in a single global economic
system and structure. However, the nature, mechanisms
and impact of this transition arc not clear, and are being
debated in the West, or in this part of the world.

Globalisation first affects the areas such as finance
and information technologies. These are the sectors that
are most likely to transgress national boundaries and pro-
vide a platform for the growth of a global economy of the
future. Infrastructure, and particularly telecommunica-
tions, are the fastest privatising sectors in both industrial
and developing countries. They are also the most attracti-
ve areas for private investment.

By contrast, political and social sciences regard globa-
lisation as a process that leads to the emergence of a
homogenous global community, living by universal laws
and upholding universal values which have their roots in
Western Europe and have been most fully applied and
implemented in the United States.

At first glance, the expanding human contacts may be
giving rise to common values and a shared global com-
mitment to human development. In reality, however, it is
the Western values that are providing this common
ground There is a risk that culture may be sacrificed to
commerce, and social interests, values and traditions may
be neglected The Russian academician Dmitri Likhachev
warned in the early 1990s that the cultures that are being
supported by the economically advanced states may
owerwhclm the cultures of smaller nations. The risk of
this happening is further increased by the fact that proli-
feration of cultural products is increasingly being done
using modern communication technologies, most com-
mon in industrialised nations or multinational corpora-
tions.

One should also note that the Western world has no
common approach to globalisation. Instead, there are at
least three distinct concepts. The first is fully based on the
American model, the second on the European approach,
which reflects the diversity of the European continent,
and the third on the Japanese approach.

The American and European approaches have certa-
in differences. American-style liberalism is opposed to so-
cial orientation of the economy, or the European social
model. Deregulation in the United States is in contrast
with restricted competition in the European Union. The
role of government regulation is also viewed differently.
These variations reflect differences in the traditions,
socio-political environment and mentality on both sides
of the Atlantic

Intemationallsation of economy. Globalisation is a
gradual and time consuming process, that, in the experts'
view, will take at least 50 years to compete. The road to
globalisation lies through internationalisation, and starts
with regionalisation. The process of internationalisation,
which ultimately leads to globalisation, translates into:

• growth of global trade;
• internationalisation of companies and strengthen-

ing of multinational corporations;
• regionalisation of countries with similar economic

development levels.
Although the growth of global trade has slowed down

somewhat relative to global output levels, it should still be
acknowledged that the pace of internationalisation con-
tinues to exceed global production growth. This discre-
pancy, however, is not as straightforward as it may ap-
pear.

In the late 1990s, OECD countries, with 19% of the
world's population, accounted for 71% of all global trade,
56% of direct foreign investments and had 91% of all of
the world's internet users.

Multinational corporations are a leading factor of glo-
balisation. The growth of multinational corporations in
the beginning of this century is attributed to the interna-
tionalisation of capital, a process that began in the late
19th century.
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In the late 19th century and the first decades of the
20th century, multinational companies were in fact mul-
tilateral in terms of capital. They incorporated companies
from different countries, which retained their ownership
and independence.

Such companies were operating at the pre- and post-
production stages. The agreements that guided their work
were intended to facilitate their access to supplies and
markets. Today's multinational corporations are different
from the multinational companies of the past in that they
have internationalised production.

Capital export pursued the goal of maximising return
on investment and was done mainly in the form of
portfolio investment. Today, the main form of capital ex-
port is direct foreign investment, leading to greater con-
trol over the recipient of such investment. Other forms of
capital export include cross-licensing, joint ventures,
partnership in research and development and other types
of contractual arrangements not related to direct foreign
investment. It is no longer one single corporation, but a
whole group of companies that operate within the corpo-
rate structure, which enables them to maintain their mar-
ket position, exercise control over domestic and foreign
markets and increase product competitiveness.

The emergence of multinational corporations and
groups of corporations was influenced by a number of
factors, such as the desire to maintain and expand control
over large markets in other countries and the drive to mi-
nimise commercial risks by internationalising production.
In addition, multinational firms found it easier to maxi-
mise profits through application of transfer prices and
other mechanisms.

The growth of electronic and computer technologies
increased manageability of multinational commercial al-
liances still further. Proliferation of electronics and com-
puters expanded the market for services and technolo-
gies. In addition to conventional transport, banking,
tourist and other services, new services became available
in areas such as telecommunications, information
technologies and construction. International trade in
services is growing three times as fast as global goods
trade. The biggest provider of services is the industrial
world, but in some sectors developing countries are also
taking the lead

As an element of a new industrial system within a glo-
balised economy, internationalisation increased its pace
in the 1980s. It was spurred by finance and banking on a
national level.

By contrast, low-cost and labour-intensive industries
migrate to developing countries, including Central and
Eastern Europe. Because industrial countries are having to
export the products of such industries more often than
before, they are increasingly seeking to make them
cheaper by eliminating trade barriers, increasing compe-
tition among developing countries, and ultimately, redu-
cing their production costs. As a result, developing coun-
tries have to cope with an increasing trade deficit and
worsening debt problems. They also suffer from a wide-
ning income gap between the industrial and developing
world.

Regionatisatton of the economy can be seen as an at-
tempt by some countries to adjust to global competition

and prepare themselves for globalisation. This process
does not affect all countries equally, but brings a limited
number of countries with similar levels of economic de-
velopment into regional blocs. Free trade principles are
applied within the bloc, and protectionist policies are
implemented toward third countries, as a means of pre-
paring the necessary economic and technological struc-
ture for functioning within a globalised market system
and in conditions of free global competition.

Depending on the degree of organisational and eco-
nomic partnership within them, regional blocks can be of
several types, each representing different levels of integra-
tion - a free trade zone, a customs union, a common mar-
ket and an economic union.

Environmental protection - a global economic
problem

The evolution of human society and the environment
is entering a new stage - the stage of co-evolution.
Throughout its history, humankind has been developing
at the expense of the natural environment - the litho-
sphere, hydrosphere, atmosphere and the biosphere.
People have not only exploited the natural environment,
but have also been creating an unnatural quasi-environ-
ment for their daily existence and development. This pro-
cess has been particularly fast in the 20th century, strain-
ing the natural environment and nature's resources to the
limit.

Nature has almost exhausted its ability to meet huma-
nity's need for resources and absorb the impact of its ac-
tivity. The burden on nature has reached global dimen-
sions, and may have an irreversible negative effect on it.
Massive releases of carbon dioxide into the atmosphere
have already led to global warming and depleted the
ozone layer. Tropical rain forests, <-the lungs of the pla-
net*, are being destroyed at an alarming rate.

At the dawn of the new century and millennium, the
relationship between the human society and nature has
reached a critical stage, mainly due to increased econo-
mic activity. The damage done to the environment by hu-
man activity is already greater than nature could realis-
tically absorb, but there is still a chance that this damage
could be reversed and the state of equilibrium between
nature and human society be restored. However, if the al-
ready critical anthropogenic burden on the environment
continues to grow, people may face a demographic catas-
trophe and even complete extinction as a biological spe-
cies.

There arc still major disparities in economic develop-
ment between the suppliers and users of resources, po-
tentially leading to regional conflicts and international
tensions.

The demand for natural resources is increasing from
year to year. The amount of natural resources extracted
world-wide per every man, woman and child increased
from seven tonnes in 3900 to 27 tonnes in 1980, and is
expected to reach 48 tonnes by the end of 2000.
Throughout its history, people have extracted 200 billion
tonnes of coal, 100 billion tonnes of oil, 50 billion tonnes
of iron ore, two billion tonnes of bauxite, 300 million ton-
nes of copper ore and over 100,000 tonnes of gold.
50-85% of those minerals, except gold, have been extrac-
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ted in the last 30 years. Only 10% of those minerals went
into the finished product, and the remaining 90% were
discarded as waste. Much of this waste continues to be a
major factor of environmental pollution.

The rapid increase in the use of natural resources has
been caused by changes that have taken place over the
last 100 years. Since 1890, the earth's population has
more than tripled, output of goods and services has in-
creased 20 times and industrial output 50 times. The de-
mand for natural resources has risen accordingly (30
times for fuel alone).

The global economic order, established by the indus-
trial world, perpetuates inequalities in wage levels. It dep-
resses the price of mineral resources, fuel, industrial
equipment, as well as food and consumer goods pro-
duced and exported by developing countries. In 1987, the
UN Commission for Environment and Development pub-
lished a report called "0ur Common Future", which sug-
gested the need for a new development model for human
civilisation. The notion of sustainable development,
coined by the report, became a popular term in the
media. Sustainable development was understood as the
type of development model that meets the needs of the
present generation without jeopardising the prospects for
the generations to come.

But this notion poses a new challenge to the third
world and transitional countries in Central and Eastern
Europe, as well as the former USSR republics. Restrictions
on economic growth within the current global system
would certainly perpetuate the global inequality in eco-
nomic development and popular living standards.
Furthermore, in order to raise third world living standards
to the level of the industrialised world, production would
have to rise. This would increase the demand for natural
resources and, consequently, environmental pollution
would grow. This is exactly the reason why the existing
world order should be reviewed if the sustainable deve-
lopment concept were ever to be implemented. The pre-
sent world order is inadequate, because it preserves
inequality, unfair trade, financial instability and obstacles
to the transfer of technologies from industrial to deve-
loping countries.

Global socio-economic challenges and Belarus:
development as a primary goal

As a process that affects all aspects of human life, glo-
balisation has its positive and negative effects. It makes
the world a smaller place and erases borders, enabling
people in the most remote corners of our planet to enjoy
the benefits of civilisation and creating great opportuni-
ties for progress. On the other hand, global development
- and globalisation - are also a source of inequality, im-
balances, stagnation and degradation in certain parts of
the world. In financial markets, globalisation also carries
the threat of global financial instability.

Poor understanding of global socio-economic deve-
lopment trends tempts some governments into trying to
oppose globalisation by closing their economies - fully
or partially - to the outside world. Such an approach puts
the people of those countries on the sidelines of global
development. Many more countries, however, arc also fin-
ding it impossible to compete with others on equal terms.

FIGURE 1.5

A mainstream approach to creating a world order
that would treat different countries in a more equitable
and fair way, is to build a new model of global regulation
and make it an integral part of international relations. It
should be borne in mind that regulation does not mean
control, and does not call for a world government. Regu-
lation should consist of institutions, norms and rules that
would set limits of acceptable behaviour for organisa-
tions, companies and states. In a way, such regulation
would resemble Roman law. Recognition of this over-
riding need by nations, governmental and non-
governmental organisations of all countries would bring
tremendous changes to the world, reduce global inequiti-
es, imbalances and bridge the broad socio-economic di-
vide that exists world-wide.

Concerns about the injustice of the existing world or-
der and the potentially negative affects of globalisation
on Belarus, have encouraged the search for a new policy
for making Belarus a part of the global civilisation. This
policy called for greater government involvement in the
economy, a high proportion of government property, es-
pecially in agriculture, where it is the least efficient, and
equitable distribution of incomes and resources. These
were the three basic principles on which the entire eco-
nomic and social policy was based in the 1990s.

Up until 1991, Belarus had been in a privileged posi-
tion relative to other USSR republics. It had:

• a well-developed industry, which had been moder-
nised almost completely under Soviet rule;

• a highly skilled work force, and a large number of
scientists and technicians.

Belarus' GDP structure made it one of the most indus-
trialised economies in the world. In 1991, industrial out-
put represented 40.3% of GDP, and 31.2% of the work
force were employed in the industrial sector. In sub-
sequent years, these proportions changed, and GDP struc-
ture was affected to a certain degree. However, these
changes were not radical. By 1999, the ratio of industrial
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output to GDP had dropped to 29.6% and employment in
the industrial sector had declined to 27.6%.

Up until 1991, Belarus had been in a position to have
one of the highest per capita GDP levels among the for-
mer USSR republics.

The demise of the USSR has had drastic effects on the
Belarusian economy. First, Belarus lost access to low-cost
fuel and energy supplies. Second, its traditional export
markets collapsed. Within the USSR, Belarusian manufac-
turers were exporting mostly to the former USSR repub-
lics. But when these republics became sovereign states,
the size of those markets reduced.

The economie policies applied throughout the 1990s
stopped production decline in 1997, but kept the old
post-war economic structure intact. The attempt to en-
courage economic growth by printing new money over-
heated the economy and increased the potential for high
inflation. High inflationary pressure in 1998-2000 put
the economy into a predicament. In 1998, for example,
consumer prices were increasing at the rate of 9% per
month, and in 1999 they were rising as fast as 11% per
month, faster than in any other country of the former
USSR.

These policies admittedly slowed down the decline in
the ratio of GDP per capita in Belarus and the United Sta-
tes. In 1991, real GDP per capital in Belarus was 27.6% of
the appropriate US figure in 3991, and just 17% in 1997.
The lag of other ex-USSR countries behind the United
States has been greater than that of Belarus (fig. 1.5).

It should also be acknowledged that the overheating
of the economy in 1997 has had a negative effect on eco-

nomic development in subsequent years. From 1997 to
1999, GDP growth was slowing down (from 11% in 1997
relative to 1996, to 8% in 1998, relative to 1997, to 3% in
1999 relative to 1998).

At present, Belarus is facing an immediate threat of
major stagnation. Although many of the ex-USSR repub-
lics - especially Russia and the Baltic states - arc still in
decline, they are in the process of reforming their inef-
ficient economic structures. Reform is not considered as
an end in itself, but as a means of creating an economic
structure that would be able to provide a potential for de-
velopment in the 21st century.

There is no doubt that any reform should maintain
the existing potential and protect it from thoughtless des-
truction, as this could prevent a further decline in the li-
ving standards. However, any policy that aims to do so at
any cost and puts these objectives above everything else
may ultimately inhibit growth at some point in the future.

Rapid development of Belarus' closest neighbours -
Poland, Latvia, Lithuania, Estonia, Slovakia and the Czech
Republic - is posing the biggest challenge for Belarus to-
day. The progress of reforms in Russia, a country with
which Belarus would like to integrate, adds to its dilem-
ma. The Russian economic reform plan, entitled «Deve-
lopment Strategy of the Russian Federation up until
2010», spells out a new vision of Russia's future. This vi-
sion is very different from the one that guides the current
attempts to reform the Belarusian economy. Only Belarus
can decide how it should response to this, and a multitu-
de of other socio-economic challenges of the new cen-
tury.
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Demographic changes and
quality of life

In order to preserve and develop the human poten-
tial in Belarus, demographic changes should be carefully
monitored and analysed. Life expectancy at birth is an im-
portant indicator. It not only reflects the living standards
in the country, but is closely linked to predominant beha-
viour trends related to human development. Life expec-
tancy has been falling throughout the 1990s. In 1999
alone, it declined by 0.5 years to 67.9 years (62.2 years for
men and 73-9 years for women). Its is particularly low
(59.9 years) among men in rural areas, where the average
man does not live to the age of retirement. From 1990 to
1999, mean life expectancy declined by 4.1 years among
men and 1.7 years among women. Life expectancy for
both sexes has fallen below the level of 1958-59, when it
equalled 70.3 years (table 2,1). By contrast, average life
expectancy for men and women was 76.4 and 82.9 years
in Japan, 76.5 and 81.5 years in Sweden, 74.0 and 81.9
years in France, and 74.8 and 81.0 years in Canada. In
Belarus, life expectancy for men is 12-14 years, and
women 7-9 years less than in those countries, whereas in
the 1960s it was almost level with Western Europe. The
main reason for this difference is rising mortality.

142,000 deaths were recorded in 1999, up from
109,000 in 1990. The number of deaths rises by an ave-
rage of 3,600 per year. Diseases of the circulation and res-
piratory organs, as well as tumours, accidents and injuries
were the leading causes, accounting for over 80% of all re-
corded deaths (table 2.2).

Diseases of the circulation system are the most com-
mon cause of death. The incidence of such diseases has
remained high over the last several years, despite having
declined in the 1980s. From 1990 to 1999, the number of
deaths caused by diseases of the circulatory system had ri-
sen by 35%. Tumours are the second most common cause
of mortality, accounting for 14.1% of all deaths. Recent
increases in mortality due to tumours may be attributed
to the long-term effects of the Chernobyl nuclear ac-
cident. In 1999, 20,000 died because of tumours. Ac-
cidents, poisonings and injuries constitute the third most
common cause of death. The number of such deaths has
grown in both relative and absolute terms and reveals a
serious social problem. In 1999, 17,100 died due to ac-
cidents, poisonings and injuries, up from 10,300 in 1990.
Over the same time period, the proportion of such deaths
had increased from 9.4% to 12.0%.

Nearly 25% of the increase in mortality in 1990 was
contributed by the population at employment age. In
1999 alone, the number of people who died at the age of
employment rose 6.4%. Belarusian law sets the standard
period in the workforce ai 44 years for men and 39 years
for women. Due to high mortality, the actual period in the
workforce decreases by four years among men and one
year among women. The incidence of premature deaths
in Western Europe, the United States and Japan is twice as
low as in Belarus.

Infant mortality is an indicator that best reflects the
state of public health and of the health care system. There
were 11.5 infant deaths per 1000 births in 1999, slightly
up from the 1998 level. Infant mortality rate had been in
decline from 1996 to 1998, with 12.5 infant deaths per
1000 births in 1996, 12.4 in 1995 and 11.3 in 1998. More
than one-half of all infant deaths are caused by prenatal
problems in the period between 28 complete weeks of
pregnancy and seven days after birth. Another leading
cause is congenital anomalies, suggesting problems with
the genetic health of the nation.

The rise in mortality is accompanied by deteriorating
public health. Rising morbidity rates in all age groups,
including children, may indicate the depth of the prob-
lem. From 1991 to 1999, the overall morbidity rate had
increased by 40.5%. In 1999, the number of patients with
diagnosed medical conditions was 78,960 per 100,000
population. There has been a sharp rise in the incidence
of diseases of the urogenital, nervous and bone and mus-
cular systems, psychiatric disorders, as well as diseases of
the blood, blood generating organs, and organs of sense.
There is a growing incidence of skin diseases and tu-
mours. The rise in the frequency of infectious diseases is
also extremely alarming. From 1990 to 1999, the inci-
dence of active tuberculosis had increased 1.8 times, and
syphilis almost 60 times. There has been an alarming
increase in the number of AIDS/HIV cases. The number of
HIV-infected grew from 14 in 1990 to 411 in 1999-

Alcoholism has reached unprecedented levels, as sug-
gested by alcohol consumption data. From 1990 to 1999,
alcohol sales, expressed in litres of pure alcohol per ca-
pita, had grown 1.7 times, reaching 9.9 Hires in 1999. Ac-
cording to WHO criteria, alcohol consumption levels
above eight litres per person per year are considered dan-
gerous. More than 50% of Belarusian men smoke. There is
also a growing number of women smokers. From 1995 to
1999, the proportion of women who smoke increased by
more than one-third, from 3.6% to 4.8%. Women's repro-
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ductivc health is deteriorating, and morbidity rates are ri-
sing among pregnant women. This affects women's child-
bearing ability and the health of their future children.

Rising morbidity among adolescents aged 15-17 is
particularly alarming. Just 13-15% of all secondary school
graduates are diagnosed as completely healthy, whereas
45 to 47% have functional disorders and 40% chronic
diseases. In some cases, those diseases and disorders result
in disability. The largest proportion of newly disabled
people arc already coming from younger age groups. The
number of handicapped children aged under 16 registe-
red with social welfare agencies grew 1.6 times from 1986
to 1990 and 2.7 times from 1990 to 1998, reaching a total
of 26,400 in 1999. The above data suggests that in Belarus,
rising morbidity rates are mostly affecting younger age
groups, whereas in the West, the focus is on protecting
the health of the elderly. The poor state of young people's
health is a potential threat to the country's security.

Similar to mortality, population replacement is also
affected by nativity. In 1999, there were 92,900 births,
down 49,100 from the 1990 level. From 1990 to 1999, the
fertility rate declined from 1.91 to 1.31 children per
woman at childbearing age. Similar to Spain, Italy, Bulga-
ria and Latvia, Belarus ranks among countries with an
extremely low fertility rate, far below the replacement le-
vel of 2.1 children per woman. Fertility rate is at 1.7
children per woman in England and France, 1.6 in Swe-
den, 1.3 in Germany and 1.6 in Canada, whose demo-
graphic policies are based on encouraging immigration.

For the first time in history, the decline in the birth
rate has affected both rural and urban areas. Regional va-
riations in the birth rate may not be as great as in Russia,
but they do exist, and are worthy of attention. The lowest
birth rates are observed in the capital and Vitebsk Oblast
(8.5 births per 1000 population), and the highest in Brest
Oblast (10.8 per 1000).

One important demographic trend, observed in
Belarus at the dawn of the new century, is that despite a
rise in the number of young women aged 26 or under

(who give birth to more than 70% of all children), there is
no sharp rise in fertility. Only a slight increase was recor-
ded in 1998 and 1999'( fig. 2.1). In 1999, the number of
births rose by 0.4%, following a rise in the number of mar-
riages from 71,400 in 1998 to 73,000 in 1999.

An increasing number of men and women are
choosing to delay marriage, and the number of cohabi-
tating couples is on the rise. As a result, more and more
children are being born out of wedlock. From 1990 to
1999, their number rose 1.4 times to 17.8% of all children
born in 1999.

In addition to nativity and mortality, migration also
affects the demographic situation. Emigration and immig-
ration rates have been in steady decline throughout the
1990s. In 1992, 117,000 moved into Belarus and 50,800
emigrated, yielding a net surplus of 66,900. In 1999, there
were 30,800 immigrants and 13,200 emigrants. The sur-
plus of immigration over emigration was 13,600, down
11.6% from the 1998 level. There were two main direc-
tions of migration: the CIS and the Baltic States, and non-
CIS countries. Immigration from the newly independent
slates has traditionally exceeded emigration, and Belarus
has normally had a surplus of immigration with the first
group of countries, and a deficit of immigration with the
second. As in the previous years, there were more im-
migrants than emigrants to all of the Baltic States and CIS
countries. Of all newly independent states, Russia,
Ukraine and Kazakhstan account for the greatest share of
migration. 91.5% of all immigrants who arrived in Belarus
from the newly independent states were from those three
countries. On the domestic front, there has been a reduc-
tion in urban migration. This is attributed to the fact that
an increasing number of rural dwellers are choosing to re-
main in villages.

Recent demographic trends have been affected by de-
teriorating public health, rising mortality rates, particu-
larly among the working-age population, as well as the
falling number of births and a decline in immigration. As
of January 1, 2000. the Belarusian population totalled
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10,019,500, down 25,700 (0.3%) from the January 1998
level. Urban population had increased by 23,900 (0,3%),
and rural population had declined by 49,600 (1.6%).

The ageing of the population is a growing problem. In
the definition of the UN, a population is considered el-
derly if the share of people aged over 65 exceeds 7%. Ac-
cording to the 1999 population census, the number of
such people has already exceeded 13%, and 18.8% of
Belarusians arc aged over 60.

There has been a decline in the number of children
and adolescents aged 15 or under, from 24.5% at the time
of the 1989 census to 21.2% in 1999. A sharp decline in
fertility caused the number of children aged 5 or under to
drop by 343,000, or 42%. Relative to total population, the
size of this age group has fallen from 8 to 5%.

The size of the population at pension age was
2,160,000, gaining 176,000, or 9% in the past decade.
Employment-age population (men aged 16 to 59 and
women aged 16 to 54), numbered 5,752,000, up 1.2%
from the 1989 level.

There are significant differences in the age structure
of the urban and rural population. Although the propor-
tion of children is roughly the same (22% in urban areas
versus 20% in rural areas), the share of employment age
population is 62% in cities, and just 46% in villages. On the
other hand, pensioners represent 16% of the urban dwel-
lers and 34% of the rural dwellers. According to the 1999
population census, there were 746 people at pension age
per every 1000 people at employment age nation-wide
(607 per 1000 in urban areas and 746 per 1000 in rural
areas).

Falling living standards are the main factor that affec-
ted the demographic situation in Belarus in the 1990s.
From 1991 to 1998, real personal incomes dropped signi-
ficantly. In 1999, real incomes represented 90% of the
1990 level, and real wages 85%.

Steps were taken to stop the decline in popular living
standards, as prescribed by the socio-economic develop-
ment plan for the period 1996-2000, but they brought
no significant improvements. Average per capita cash in-

FIGURE 2.1

BOX 2.1
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BOX 2.2

comes from January to December 1999 were 9,4% below
the minimum consumer budget. The number of poor has
reached a critical level. The incomes of nearly 46% of
Belarusians are below the minimum subsistence level.
Many groups of wage earners are living below the poverty
line. Nearly 20% of employees are earning less than sub-
sistence wages. The purchasing power of the average
monthly salary also remained low. Its size exceeded the
minimum consumer budget by 10% and the minimum
subsistence budget by 70%. The devaluation of the rouble
and growth of consumer prices increased the share of
food expenditures in most households. In 1999, the ave-
rage household was spending over 55% of its budget on
food. Availability of most basic product types varied bet-
ween 40 and 60% of the normal consumption levels. Ac-
cording to selective household survey data, 20.2% of Bcla-
rusian households were spending over 80% of their bud-
gets on food, and 75-5% of households over 50%. The dec-
line in real pension size continued until 1994, when the
size of the average monthly pension was just 45.7% of the
1990 level. As a result of government intervention, the
situation improved, but the growth in pension size was
not sustained. In December 1999, the average monthly
pension equalled no more than 57% of the minimum
consumer budget of a pensioner.

The size of the work force has been in decline since
1991, from 5.1 million in 1990 to 4.4 million in 1998.
Over the same time period, the number of employed re-
lative to total population had decreased from 49.1% to
44.4%. The problems in the employment sector required
urgent intervention to improve legal and economic regu-
lation. The steps undertaken by the government from
1997 to 1999 reversed the downward trend in employ-
ment levels. In 1999, the number of employed increased
1.3%, reaching 4.5 million, or 45.5% of the total popula-
tion. The rise in employment levels was recorded in most
sectors, but not in agriculture, which continued to lose
workers. Due to financial constraints, many sectors have
failed to improve working conditions. In manufacturing
alone, 30% of all employees are working in hazardous en-
vironments.

Public health issues are being addressed by the Health
Care Development Concept and the state programme
"People's Health". Guaranteed free access to medical care
has been maintained throughout the period of economic
reform. However, the state has had difficulty meeting its

financial obligations to health care, covering no more
than 80% of the cost of basic health services. As a result,
most medical establishments went deep into debt. In
1999, new inpatient clinics provided 500 hospital beds,
and outpatient facilities 709 visits per day, down from 780
hospital beds and 2212 inpatient visits in 1998. Existing
medical facilities accommodated 124.4 hospital beds and
221.2 patient visits per 10,000 population. Nearly 45% of
all medical institutions operate in unsuitable locations.
More than 50% of all medical equipment has been in use
for more than ten years and should be discarded due to
obsolescence and high physical wear and tear. There is a
shortage of medical supplies, and access to preventive
care institutions and health resorts is insufficient. In order
to address this problem, efforts are being made to boost
domestic production of medicines and medical equip-
ment.

Development of physical education and sport is a
prerequisite to public health. Public spending on sport is
increasing every year, but is still insufficient to meet the
public demand. The number of gyms is 33.6% and swim-
ming pools just 9.3% of the need.

The focus on building new sports facilities has left the
entire physical education sector without the budget to
cover its daily operation costs. Physical education institu-
tions cannot afford to pay for public utilities, and the sup-
ply of new sports equipment to schools has almost stop-
ped.

Funding shortages have affected the social status of
education workers and depleted the resource base of edu-
cation. There is not enough money to pay for constructi-
on of new educational establishments. New educational
facilities, built in 1990, accommodated 44,500 student
places on the secondary level and 19 100 on the pre-
school ievel. By 1999, those numbers had declined to
10.500 and 800, respectively. Depreciation of the sector's
assets is at 30%, and rural schools have been the hardest
hit.

Despite cutbacks during the transformation period,
the network of cultural establishments has survived and
maintained its essential personnel. However, the state of
this network has deteriorated. Depreciation of the resour-
ce base is 57%; 64% of existing clubs do not have a desig-
nated building, 36% are operating in converted buildings.
17% of club buildings arc in need of major repairs, 1% are
in an emergency condition, and more than 8% have no
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heating. Public libraries are in a similar situation. Public
spending on libraries represents no more than 1.4 to 1.7%
of all expenditures, contrary to the law "0n culture",
which requires that such spending be at least 3%.

The socio-economic development programme for
the period 1996-2000 assigns priority status to construc-
tion. This reflects the depth of the housing problem in the
country. More than 25% of all households are in need of
new housing, but most have to wait for ten to fifteen or
more years to be put on a waiting list. These families are
living in communal flats, dormitories and dilapidated
houses, often in crowded conditions. Housing construc-
tion went on the decline in 1995. A total of 1949 thou-
sand square metres of new housing was built in 1995,
compared to 5282 thousand square metres in 1990. In
1996, 2627 thousand square metres of housing were built
(up 35% from the pervious year), 3360 thousand in 1997,
3640 thousand in 1998, and 2950 thousand in 1999
(down 19% from 1998).

The state of the environment is an important factor
affecting the quality of life. The negative impact on the
environment has declined in recent years as a result of
economic recession and environmental protection mea-
sures. However, the levels of atmospheric pollution in Go-
mel, Novopolotsk and Mogilev are still considered just as
dangerous as previously, and in Minsk, Vitebsk, Polotsk,
Svetlogorsk and Mozyr as alarmingly high. One quarter of
Belarusian territory has been exposed to various degrees
of radioactive contamination that has affected food and
water quality. The efforts to overcome the effects of the
Chernobyl accident are exerting a high financial cost on
society.

In summary, the present demographic situation can
be described as critical. The main components of this
crisis are high mortality rates, sharp decline in fertility
slow population replacement, unbalanced sex and age
structure, deteriorating public health and low life expec-
tancy in relation to countries with a similar level of deve-
lopment.

Demography is known for its inertia, and demo-
graphic factors are notoriously difficult to manage. Due to
limited resources, there are few chances of any radical
and costly solutions being applied to deal with the crisis.
It would be sensible to avoid any significant investments
in pro natalist policies, although the public may perceive
low fertility as a bigger problem than high mortality.

The experience of many countries suggest that pro
natalist policies are usually less effective than efforts to re-
duce mortality.

The state should provide tangible support to the most
needy families and single parents with dependent chil-
dren and give the rest of the population the opportunity
to increase their reproductive rate.

The overriding priority of demographic policies in
Belarus should be to reduce the excessive mortality rate,
improve public health, support the living standards of fa-
milies and children and increase life expectancy.

The acute demographic crisis in the country calls for
a more proactive demographic policy: and makes it no
longer acceptable for the state to act as a passive observer
in this area. The efforts of the government and society
should pursue a twin objective:

• to develop healthy lifestyles and behaviour pat-
terns, making them an essential part of government deci-
sion making. This should lead to substantial changes in
public opinion and make people more willing to live long
and healthy lives;

• to conduct a comprehensive reform of health care
and ensure adequate funding for health programmes.
This should lead to visible improvements in people's
health and reduce mortality. Achievement of this objec-
tive depends on increasing public health expenditures in
relation to GDP. It is also necessary to adopt national and
regional programmes aimed at reducing mortality and
increasing life expectancy.

It is extremely important to promote healthy life-
styles and encourage every individual to look after his
health. There should be clear benefits to being healthy -
particularly in terms of career development and income
levels. Those are the areas where the media could play a
great positive role. A ban should be imposed on all types
of direct and indirect advertising of tobacco and alcohol,
and programmes should be put in place to reduce smo-
king and drinking. A certain percentage of the proceeds
of tobacco and alcohol taxes should be spent on preven-
tion of alcohol abuse and smoking. Emphasis should also
be made on preventing social illnesses, such as tuberculo-
sis and venereal diseases. Major improvements should be
made to emergency medical assistance to victims of ac-
cidents and disasters. Increasing control over the living
environment and working conditions is also a good way
of reducing mortality.

Funding for health programmes should be made a
priority, and health expenditures should gradually be
raised to the level of industrial countries.

The economic environment -
the role of the institutions

The economic reform that began immediately after
the break-up of the USSR was often accompanied by ac-
tions that were not always consistent with market prin-
ciples. Some decisions made during the transition period,
particularly at its very early stages, were unbalanced,
poorly coordinated, unsystematic and even useless. As a
result, the reform process is incomplete. The nation
seems to be stuck between the market and the old Soviet
administrative command system, unable to make a clear
choice between the two.

From a historical perspective, it is the countries with
market based systems that have been the most successful
economically and politically. There is thus no alternative
to market reforms. However, there is one question with
no clear answer: how fast should these reforms go? The
mistakes made by Belarus' neighbours and its own errors
require a lot of thought, and a lot of important lessons
have yet to be learned This is particularly true for institu-
tional transformations in areas such as property reform,
restructuring of labour relations, rebuilding of finance
institutions and promotion of private enterprise. In the
long run, the state should protect existing structures and
build new institutions that will foster an economic envi-
ronment suitable for all economic entities. Such an envi-
ronment should be conducive to sensible decision ma-
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king, and should be able to respond to current trends in
globalisation, promote technological advancement and,
ultimately, create a sound economic base for sustainable
human development. The institutional system in a new
economy should also have roots in the national culture,
law, psychology, ethics, morality and other areas that are
not directly related to the economy. These areas are
known as informal social institutions.

The experience of market transformations suggests
that the role of these informal institutions has been
underestimated in most post-socialist countries. Neglect
of this factor, particularly in the early stages of reform, has
had negative economic consequences in many of those
states. The liberalisation of foreign trade, domestic mar-
kets, and particularly prices, did not produce the desired
results, mainly due to lack of support from market-based
institutions, capable of absorbing market influences and
replacing the old system based on central planning. The
reforms had in fact dismantled the old institutional en-
vironment, but created nothing to replace it. The resul-
ting institutional void disrupted the work of many in-
dustries. In a situation of extremely few restrictions and
little control, a considerable proportion of the national
assets of many transitional countries were appropriated
by individuals to the detriment of society.

Other side effects included unfair competition, infla-
tion, circular debt, corruption, inability of the state to per-
form its social functions and growth of the grey economy.
However, despite its negative impact, liberalisation also
had some positive results. Among other things, it helped
balance the market and promote the growth of a new
institutional framework.

In any analysis of the market reform, compatibility
between formal and informal components of the infra-
structure is always an important problem to consider. The
formal elements are easier to modify, by changing the
written rules, procedures and bylaws. Informal institutio-
nal components include morals, customs, traditions, pub-
lic opinion and other "unwritten rules", which have for-
med over time and are less responsive to change. Rooted
in the socialist past, those informal components may
often conflict with the new institutioas. This problem
frequently occurs at the early stages of reform, particu-
larly if insufficient efforts have been made to educate and
prepare the public opinion. If unresolved, it may have a
destructive effect on society.

Despite having a common system, the former Socia-
list states differed in the degree to which their formal and
informal institutional components were prepared for
market reforms. The response of the economy to liberali-
sation and reforms also varied from country to country.
Differences were observed in the depth and duration of
recession, and the time required for the adoption of
monetarist approaches to economic governance. In
Central European countries, the formal and informal
institutions were more responsive to the market transi-
tion than in Eastern Europe, which explains the visible
success of Central Europe in implementing reforms.

This factor can also explain the developments that
have taken place in Belarus. Throughout the entire period
of transformation, the deepest economic recession was
observed between 1992 and 1995, when the old centra-

lised system was collapsing, and the country was rapidly
liberalising and moving towards the market.

However, no formal institutions had been created to
support those changes or the growth of sovereignty,
whilst the existing informal institutions were mostly pro-
Socialist and anti-market. Since the first presidential elec-
tions in 1994, government institutions have regained
their strength, and the liberal reforms have slowed down.
This had an immediate effect on the economy, which had
already been overheated by expansionist monetary poli-
cies.

Economic growth was achieved in 1996, and has
been sustained, with varying degrees of success, until the
present day. This growth was not exactly the product of
the nascent market institutions. In fact, it was achieved in
many ways by directly opposite means, notably, by re-
viving the centralised command system in areas where
market self-regulation was too weak to be practical and
by restricting entrepreneurial freedoms, especially in
price formation. Although justified for that period of time
(when it was vital to prevent complete disintegration in
the economy), this policy is increasingly becoming a bar-
rier to progress.

Returning to the mainstream of market reforms has
again become a priority. The institutional prerequisites re-
quired for such a return are already in place - the legal
framework has improved, market support institutions
have developed, and people arc increasingly starting to
rethink their past attitudes toward the market system.

Market type institutions could not develop and ope-
rate without the leadership of the state. The state should
use its extensive powers to reform the whole institutional
system. The absence or weakness of certain institutions
during economic transformation creates problems and
malfunctions in different parts of the economy, breeds
social problems and exerts a high cost on individual
enterprises and households. Movements to bridge institu-
tional gaps can be initiated at the grassroots level or by
government. Acting at the grassroots level, companies
may decide to create an association that would address
their problem. They may also refer their problem to the
state. In its turn, the state should make sure that the solu-
tions that it applies do not interfere with the integrity of
the institutional system.

Economic transformations are thus extremely depen-
dent on a strong state. In addition to conducting institu-
tional reforms, the state should also strengthen its sup-
port functions, by offering help to potentially viable in-
dustries that have not had enough time to adjust to the
new environment and competition. Efforts should also be
made to reduce the cost of transition for the most vulne-
rable groups. In general, the state should intervene in
areas where market-based self-regulation is impossible or
impractical.

In this context, the efficiency of government is of
vital importance, as are the skills, professionalism and
high moral standards of public servants. Their main
function is to identify problems as they arise and apply
timely and effective solutions that fit within the overall
socio-economic development strategy. Recent experience
shows, however, that the institutional reform in Belarus
has often been incoherent and ineffective. The movement
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towards the market has almost stopped, and some areas
have seen a return to the old centrally controlled and
bureaucratic system. The number of professionals who
enter public service has declined in recent years, partially
as a result of poor wages.

At present, the main focus of institutional transfor-
mations should be on ownership, private enterprise,
labour relations, and a number of other critical areas.

Ownership rights are governed by the Constitution
and the law "0n Ownership", enacted in December 1990.
This legislation provides a definition of ownership,
ownership types, legal grounds for ownership. It also de-
liniates the areas of ownership and establishes a system to
protect ownership rights. The law "On Ownership" is the
basis for other legislation dealing with ownership, inclu-
ding the laws "On leasc" (enacted on December 12,
1990), "On Local Government and Self-rule" (amended in

April 1999), "0n Enterprises" (enacted December 14,
1990), "On Ownership of Land" (enacted June 16,1993),
"On Combating Economic Crime and Corruption" (enac-
ted June 15, 1993), "0n Loan Collateral" (November 24,
1993), "On Economic Insolvency and Bankruptcy" (June
17,1993), "0n Joint Stock, Limited Liability and Extended
Liability Companies" (December 9,1992), "0n Privatisati-
on and Incorporation" (January 19, 1993), and "On Per-
sonal Privatisation Cheques" (July 7,1993), among others.

The above laws are supplemented by presidential and
governmental decrees, instructions and ministerial
bylaws. This legislation is in the process of constant im-
provement. Work is in progress on drafting new taxation,
customs and water codes and laws "On Preventing Unfair
Competition", "0n Mortgage", "On Bankruptcy". "0n
Debt Restructuring" and "0n Managing the Bankruptcy
Procedure".

Belarus is in a strong position to draw on some of the past lessons in framing a privatisation policy. There may
even be advantages to beginning the process behind other countries, though such caution was obviously not the
reason for delay. Some of the main lessons are summarised below:

1) The authorities might be circumspect before racing into a mass privatisation scheme that merely transferred
paper ownership rights in the bulk of enterprises from the state to insiders - managers and workers. This points
to a more carefully designed privatisation process which concentrated on:

a) Key sectors where capital and foreign expertise were particularly relevant (e.g. telecommunications, elec-
tricity oil)

b) The newly emerging private sector, where the assets of state owned firms (machinery, land, vehicles, equip-
ment) could be auctioned to new entrepreneurs.

2) Privatisation needs to go hand in hand with the development of a capital market. Key issues have concerned
liquidity and transparency. Even if initial holdings of shares are concentrated in the hands of insiders, and are high-
ly dispersed, the operation of a capital market can permit outside block-holders (strategic owners) to develop con-
centrated holdings. The capital market also provides the basis for the role of the take-over mechanisms.

3) A second priority to ensure that privatisation has the desired effects on enterprise performance is the emer-
gence of an efficient banking sector. One of the key constraints on firms, forcing them to lower levels of output
and to use barter and other non-monetary payment systems, is the lack of working capital The banking sector is
failing to play its crucial role in financing economic activity, and this cannot be resolved by enterprise privatisa-
tion alone. However, if combined with bank privatisation and increased competition in the banking sector - from
both domestic and international bankers - this problem might begin to be addressed

4) Product market competition also needs to be stimulated considerably. Recent evidence from across Central
and Eastern Europe emphasises the importance of linking competition and financial discipline with effective cor-
porate governance and the rule of law. Compared to countries such as Hungary, Poland and the Czech Republic,
Russia and other countries of the FSU such as Belarus show major shortcomings in this respect.

5) The final issue is management and cntrepreneurship. There is a need to replace under-performing and
incompetent management in order to bring about major performance improvements. However, there are prob-
lems in installing new entrepreneurial managers. The managerial labour market is weak and it may be difficult to
find good managers to replace existing ones. Existing managers in Belarus may be hostile towards outside investors
if they are perceived to be only concerned with shallow restructuring, including the replacement of the managers
themselves, rather than longer term deep restructuring. Evidence from the West suggests that entrepreneurial
action inside existing firms, such as the creation of new products and entering new markets, is linked to long-term
institutional share ownership, while survey evidence from Russia suggests that managers of privatised enterprises
perceive banks and investment funds to be primarily short-term portfolio speculators. Managers in privatised
enterprises may not be effective at entrepreneurial actions and may instead, possessing only routine functional
skills, entrench their control of their enterprises. Perverse incentives and inappropriate iegal infrastructures may,
however, mean that entrepreneurship in Belarus can be unproductive or even destructive as in the case, for
example, of organised crime. The encouragement of enterprise depends, therefore, partly on the development of
legal infrastructures that will be effective in creating the conditions for positive entrepreneurship

Saul Estrin,
Professor of Economics at London Business School

Source: "Some Reflections on Privatisation in Belarus" Belarus Economic Trends, October-Decetnber. 1999, p.p.19-20
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FIGURE 2.2

The new Civil Code, which took effect on July 1,1999,
is an important factor in the progress of the market re-
form and development of private enterprise. It is based
on the model taxation code, drafted within the frame-
work of the CIS Inter-parliamentary Assembly. The Code
should assist in replacing the old Soviet terminology with
globally accepted terms reflecting changes in the econo-
mic and legal environment and based on entrepreneurial
freedoms and initiative, not on command and control.
The civil code is just the first step in developing a market-
friendly legal environment. It should be followed by a ma-
jor effort to make the whole economic legislation consis-
tent with the Code.

Under the new Civil Code, privatised companies (and
enterprises not subject to privatisation) may operate as
legal entities. The types of legal entities are numerous, but
are clearly defined by the Code. They are partnerships
(full or limited), companies (including limited or exten-
ded liability, closed or open joint stock companies), ma-
nufacturing cooperatives, and unitary companies (Article
46). For every type of business, there are different proce-

dures that govern charter capital formation, management
structure, transfer of shares or ownership in an enterprise,
liability of shareholders and other aspects of a business1

operation. The new Civil Code also introduces additional
criteria for the definition of commercial activity It defines
commercial activity as "any independent activity perfor-
med on a regular basis by legal entities or private indivi-
duals with the purpose of deriving a profit from the use
of property, or sale of goods procured, manufactured or
remade by the said individuals or entities, or provision of
services to third parties, unless such goods and services
are intended for private consumption by the producers.
Individuals or legal entities involved in such activities
operate at their own risk and bear liability for debt with
their property (Article 1).

The adoption of the Civil Code was a significant step
forward, but this progress was somewhat reversed by pre-
sidential decree No. 11 "0n Improving Procedures for
State Registration and Liquidation of Economic Entities"
of March 16,1999. Enactment of this decree is a sign of a
controversial approach adopted by the leadership of the
state towards privatisation and private enterprise.

The aim of the presidential decree is to strengthen
the liability of legal entities for debt. This is achieved
mainly by obligating commercial entities to have a certain
minimum starting capital. Requirements for charter capi-
tal size depend on the type of business. For example, limi-
ted and closed joint-stock companies, which represent
the majority of small and medium-sized businesses, are
required to have a charter capital of at least 3000 mini-
mum wages (equivalent to approximately $7,800),

This condition is a significant constraint to the deve-
lopment of small and medium-sized business. Limited
and closed joint-stock companies are at a particular dis-
advantage for a number of reasons. First, they are unable
to attract outside investment into equity capita! due to
limitations that follow from their status. Furthermore,
equity loans are directly prohibited by law. Second, limi-
ted liability companies must have the required equity ca-
pital, and open joint stock companies at least one-half of
such capital prior to registration. Third, companies may
not allow equity capital to fall below the required mini-
mum even after registration. The decree has also intro-
duced bureaucratic barriers to the growth of private
enterprise, mainly due to complex registration procedu-
res, which arc different from those in many other countri-
es, where new companies are not required to seek official
permission to operate, but merely notify the authorities of
their intention to start up a business.

Limited and open joint-stock companies may be re-
placed by extended liability companies, as well as full or
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limited partnerships, manufacturing cooperatives or co-
operative associations, which are required to have an
equity capital of at least 150 minimum wages ($390). The
size of equity capital needed to establish a unitary com-
pany is also relatively high (750 minimum wages, or
$1950).

There are also other harriers to private enterprise,
such as an unstable and volatile legal environment, inef-
ficient and overly complicated taxation system, inade-
quate investment climate, poor access to leasing, low self-
organisation and inadequate development of the small
business infrastructure, and insufficient legal protection
of small business owners and employees.

The controversial approach to privatisation and pri-
vate enterprise has certainly affected the pace of transi-
tion. The number of companies undergoing privatisation
has declined in recent years, whilst the number of com-
panies earmarked for privatisation remains insignificant.
The number of business start-ups is also falling (table 2.3),
even though a strong private sector is key to economic
and human development in Belarus. Lack of support for
private enterprise, and particularly small business, leaves
Belarus with few chances of building a middle class, a
critical factor of social and economic stability. Support for
the private sector is also a prerequisite to macroeconomic
stabilisation, which will inevitably lead to massive redun-
dancies in a large number of enterprises. Small business
could absorb a significant proportion of the work force,
but only on condition that the costs of starting up a busi-
ness are at a reasonable level.

Economic transition is dependent on, but not limited
to, property reform and enterprise development. The new
economic environment should incorporate a new type of
labour relations, based on market principles. A working
labour market is essential. Labour relations are governed
by the Labour Code, as well as the laws "0n Enterprises",
"0n Employment", "On Collective Agreements", "On
Trade Unions", "0n Arbitration in Labour Disputes". "0n
Indexation of Wages", 'On the Development of Social
Partnership". Together, these laws provide a sound legal
environment to govern labour relations and the labour
market. However, the implementation of those laws has
some substantial defects and inadequacies. The new in-
come indexation scale, enacted on July 26, 1999, and the
presidential decree No. 29 "0n Further Steps to Improve
Labour Discipline", have had a limited effect on the situa-
tion. The first document entitled wage earners to a higher
amount of compensation for lost income due to inflation.
The second introduced the contract system as a new basis
of employer-employee relations, which is more consis-
tent with the market system.

However, the employment situation still remains seri-
ous. Low wage levels are a particular problem, (fig. 2.2)
The state is still unable to meet the requirements of the
law "0n the Minimum Wage and Guaranteed Wage
Levels". Several steps have been made to improve the
situation. In 1998, Parliament enacted the law "On the
Minimum Subsistence Level". But this, and other efforts in
this area, have had only marginal results.

Wages remain inadequately low, and thus continue to
iose their significance as an incentive to work. In 1999,
the average monthly salary was just 17.2% higher than the

minimum consumer budget. The minimum monthly
wage still docs provide the minimum standard of living
guaranteed by the state. In 1999, the ratio of the mini-
mum wage to the minimum consumer budget reached a
low of 5.6%. Salaries still represent an inadequately low
proportion of personal incomes (54-8% in 1999), and the
ratio of wages to total production costs is miniscule (does
not exceed 12%). These and other related issues can not
be addressed by varying wage scales or by adjusting
mechanisms that link wage increases to inflation. There is
a need for comprehensive solutions that would not only
address wage levels, but deal with a multitude of other
issues, such as taxation, price formation, finance and cre-
dit, ownership and enterprise support.

A comprehensive approach is extremely critical, par-
ticularly to institutional reforms. The lack of such an ap-
proach has seriously affected the course of the transition
period. It is essential to add more stability to the legal
framework, which means that old legislation would be
phased out gradually. The new legislation that replaces it
should be predictable. It should not lead to legal gaps or
have unexpected negative effects on the legal situation of
economic entities. The state carries the bulk of responsi-
bility for the continuity of reforms, because it is the state
that should establish the rules and enforce them.

Sector dynamics and performance

At first glance, the progress achieved by Belarus in
economic growth seems to have provided good opportu-
nities for human development. But a closer look at the
state of individual sectors highlights a number of serious
problems. The overall increase in GDP has affected indi-
vidual sectors differently, and significant disparities have
been observed in each of them (fig. 2.3).

Industry and trade have been the fastest growing sec-
tors. However, the proportion of industrial output to GDP
has had a tendency to decline. Unexpectedly, transport
has been growing slower than industry. Construction, on
the other hand, has entered a period of stagnation after
two years of rapid expansion. This development is a cause
for particular concern from the human development
perspective.

It is common knowledge that qualitative growth of
some key economic indicators does not always reflect the
economy's ability to serve the people. In order to assess
this ability, the performance of its basic sector has to be
considered. It is also important to examine the state of
supply and demand, and in particular, the current size of
unsold product inventory. Relative to monthly output,
product inventory size varied between 40% and 80%.
Developments on this front suggest that the industrial
sector has been having increasing difficulties with pro-
duct sales. The ratio of monthly product inventory to
monthly output increased continuously throughout 1999,
reaching 64.3% in December. One may also assume that
the nation's industries have also been having difficulties
with exports, given that export represents 60% of GDP.

The ratio of incoming to outgoing debt has declined
across the board and in most individual sectors, but the
handling of corporate debt still presents a problem, as
companies in most sectors of the economy are short of
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FIGURE 2.3

TABLE 2.4

cash (tables 2.4, 2.5). Agriculture and public utilities have
been the hardest hit, but the situation of transport and in-
dustry is almost equally bad. Overall, the money on cor-
porate accounts could cover only 20-30% of outstanding
corporate debt (20.1% in industry, 9-7% in public utilities
and 9-5% in agriculture).

The corporate debt problems encountered in 1999
were not new. Net corporate debt had in fact been rising
for a number of years. It is also remarkable that the peak
in the growth of the physical volume of the GDP was re-
corded in 1997 and 1998, when net debt was also the
highest. This situation persisted throughout 1999.

This tendency led to a rise in the number of loss-
making companies, which was only to be expected. As of
January 1, 2000, 1924 enterprises (17.1% of the national
total) were operating at a loss (up from 16.2% at January
1,1999). Total losses reached 33-3 billion roubles (prior to

denomination). The highest losses were recorded in agri-
culture, communications and personal services. Although
the absolute number of loss-making companies had dec-
reased, total losses exceeded the level of the previous year
(fig. 2.4).

in general, 1999 continued the grim tradition of the
previous years. The proportion of loss-making enterprises
has been on the rise ever since 1997, and this during the
period of economic growth that lasted from 1996 to
1999.

Whilst the number of loss making companies was
declining in industry, construction and public utilities, it
was increasing rapidly in agriculture and transport. Spora-
dic fluctuations in this number have been typical of trade,
housing and public services. It was particularly alarming
that the number of unprofitable companies was the higest
in sectors that were the most vital for public welfare.

40



TABLE 2.5

The high number of loss making companies, many of
which arc potentially bankrupt, makes the economy less
able to meet people's needs. Employers have been having
difficulty paying decent wages to their staff, even though
wages represent a fairly low proportion of production
costs (9% to 18.8%). Wage arrears are also a problem.

Popular living standards - at present, as well as in the
future - depend greatly on economic efficiency. A stable
and efficient economy creates opportunities for the
growth of real incomes in the short term and a base for
employment and economic prosperity in the more dis-
tant future. Economic efficiency could best be assessed by
examining profitability statistics.

Profitability has been on the rise since 1996, but pro-
fitability rates have remained below the national average
in sectors most concerned with meeting the everyday
needs of the population. This tendency continued in
1999. Industry and communications ranked among the
most profitable sectors. The rise in product sales relative

to costs enabled the industrial sector to increase profita-
bility from 14-5% in 1998 to 17.1% in 1999- In trade and
transport, profitability rates declined.

Among various sectors of industry, the highest profi-
tability rates were recorded in the fuel industry (46.5% in
1999, versus 26.1% in 1998), chemical and petrochemical
industry (25.1% in 1999, 18.9% in 1998), light industry
(22.5% in 1999, 20.7% in 1998), logging, timber and pulp
industry (17.7% in 1999,21.3% in 1998). Other sectors re-
gistered much lower profitability rates, including ferrous
metallurgy (13.4% in 1999,16.9% in 1998), food industry
(13.3% in 1999, 12.9% in 1998), manufacture of building
materials (7.9% in 1999,6.4% in 1998), and electric power
industry (3.9% in 1999,2.8% in 1998).

The average rate of profitability (10-15%) still re-
mains below the level needed to maintain and expand
production, or to attract investments. In addition, low
economic efficiency is an obstacle to redistributing re-
sources in favour of publicly funded social services, such

FIGURE 2.4
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as education or health. And this makes the state of the
sectors that arc directly related to human development a
matter for particular concern.

The differences in profitability rates between public
and private sector enterprises revealed an interesting pat-
tern. In 1998, private sector profitability was above the
national average and exceeded that of the public sector.
This situation changed, quite unexpectedly, in 1999, when
industrial enterprises in central government ownership
registered above-average profitability rates, leaving joint
stock and leased companies behind. Collective enter-
prises, however, have maintained the highest profitability
levels of all public and private sector enterprises.

A sophisticated system of business communications is
an important clement of an efficient and dynamic market
economy. The presence of such a system promotes the
growth of information technologies. In Belarus, its main
components are currency and stock exchanges, adverti-
sing agencies, and other institutions of a similar type.

Privatisation and incorporation have given rise to a
stock market, which still has not grown beyond an em-
bryonic stage. As a result, companies still lack objective in-
formation on the value of their fixed assets. The foreign
currency market appeared when individual companies
were allowed to enter foreign markets independently of
the state. The absolute majority of legal foreign currency
transactions arc done through the Interbank Currency
Exchange, as opposed to Russia, where a lot of trading in
hard currency is done at the non-exchange market. The
Interbank Exchange operates as a division of the National
Bank, but has a separate balance and accounts. Distor-
tions in the exchange rate, and the resulting price imba-
lances, have been caused mainly by the requirement that
all economic entities sell a fixed percentage of their hard
currency revenues and excessive administrative control of
the Exchange.

Advertising is an important factor of economic ef-
ficiency. The advertising market is now stagnant, even
though there are as many as 300 companies active in this
area. The share of advertising costs is just 0.25%, far below
the average European figure of 0.88%.

Belarus is in the last place in Europe by per capita ad-
vertising expenditures, which are roughly $5. The break-
down of expenditure on advertising has remained un-
changed for the last several years, which is yet another in-
dication of a stagnating market. The press represents 61%
of the advertising market, followed by television, with
17%. Recently, television has increased its market share.
This is attributed mainly to the arrival of large internatio-
nal advertisers, changes on Belarusian television and low
advertising rates. The remaining part of the advertising
market is taken by radio (10%), outdoor advertising (9%),
and other advertising channels (3%). In summary, the
business information sector still remains underdeveloped.
The existing information infrastructure is not conducive
to rapid flows of essential commercial information.

Current development and growth trends in different
sectors of the economy do not reveal any significant qua-
litative changes. Overall profitability remains low, corpo-
rate debt is rising, and financial problems are worsening.
Modernisation is painfully slow. The share of services in
the GDP is increasing at a snail's pace, and the informa-
tion sector, which is essential in reducing transaction
costs, is stagnating. As a result, the economy's ability to
serve people's needs is limited, and the transition to sus-
tainable human development is impeded.

In this respect, the situation in the insurance sector is
quite exemplary. The law "On Insurance", enacted in
1993, eliminated the state's monopoly on insurance, and
independent insurance companies mushroomed. How-
ever, they were mostly insuring speculative risks, and the
interests of clients and insurers often coincided. The ser-
vices of those companies was sooner a financial service
than insurance as such, and provided 90% of their total
revenue.

Today, there are 53 insurance companies, of which 49
have broad areas of specialisation, providing risk and sa-
vings-based insurance. There arc also three insurance
brokers. The efficiency of the insurance sector is affected
by the fact that the monopoly of Gosstrakh has not been
replaced with fair competition. Instead, it has been suc-
ceeded by a monopoly of large companies, agencies and

As equity capital is tied up in industry, equipment and inventory stock, and most liquid capital had been bor-
rowed at high interest rates, payments on those loans contribute significantly to production costs. Commercial
interest rates on rouble loans increased from an average of 30.1% per annum in January 1999 to 58.5% per annum
in October. From January to September 1999, the cost of material inputs as a proportion of total production costs
rose from 68.5% to 72.3% relative to the same period of 1998, and other costs from 9.1% to 9.9%. By contrast, the
proportion of wages declined from 12.1% to 11.3%, contributions to the social welfare system from 4-5% to 4.3%,
and depreciation payments from 5.8% to 2.2%, The latter figures indicate the depth of the problems in modernising
industry and improving popular living standards.

Analysis shows that despite rapid economic growth, the financial condition of most enterprises is deteriorat-
ing, instead of improving.

The economy is short of liquid capital and deep in debt. The roots of the crisis lie mostly in the present mone-
tary, currency and pricing policies. Increased money supply, resulting mainly from high volumes of credit emission,
is the main cause of rising inflation. Inflation is eating away the incomes of the Belarusian people and corporate
profits. Unless enterprises begin to work for profit, not for high production volumes, and the current practice of
printing empty money and giving it away is stopped, the economy can never expect to stabilise and enter a pe-
riod of healthy growth.

Analytical panel of the Max Kunyavsky Unions of Entre/jrenem-s and Employers
"Natsionxlnaya Ekenomicbeskaya Gazeta" Newspaper, Issue No. 52, December 29,1999
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banks, which arc forming their own insurance compani-
es to insure against all, or nearly all of their risks. Four of
the nation's largest companies, including Belgosstrakh,
own one-half of all insurance reserves. The gaps in legis-
lation have made it possible to establish small insurance
companies, whose product has a clear speculative nature.

The structure of the insurance portfolio, i.e. the
breakdown of insurance receipts by type of insurance, has
remained almost unchanged in the past several years.
Property insurance provided 60% of all insurance revenu-
es, followed by insurance against financial risks, with ap-
proximately 20%, personal insurance (10%), and manda-
tory insurance (4.7%). Companies sell relatively few poli-
cies to private individuals (including life, pension, acci-
dent or other savings-based insurance contracts). In addi-
tion to being too costly and time-consuming to compa-
nies, these types of insurance are often more vulnerable
to inflation.

Another type of insurance - insurance of loans - is
becoming less attractive to insurance companies, as they
arc finding it too high-risk and unpromising. Many com-
panies, who offered such insurance before, are deciding
to explore new areas of the insurance market.

In general, the sector is in crisis, caused largely by the
loss of public trust in insurance as such. One barrier to the
sector's development is a lack of safe and profitable areas
for investing insurance reserves. Until recently, insurance
companies have been investing their reserves in short-
term government bonds (32.2%), real estate (4.5% in
1997) and corporate shares (0.5%). The remaining part of
the insurance reserves was put on bank deposits.

As seen from the above data, the insurance sector is
not meeting all the needs of households and businesses
and therefore, cannot become a factor of sustainable
human development. Low efficiency in most sectors of
the economy - including agriculture and industry -
coupled with budgetary constraints and low wages -
which make savings difficult, if not impossible - are all
posing a serious threat to future development. They are
also creating major obstacles to investment.

A dynamic investment process is the source of he-
althy economic growth and makes the economy more
people-friendly Investment dynamics resemble those of
economic growth. A decline in investments in 1998 fol-
low a period of recovery that started in 1996 (fig. 2.5).
The share of equity capital in investments is fluctuating
around 50%, as the proportion of public funds is decli-
ning.

Today Belarus has to make some difficult decisions
on the directions of further investments. At first glance,
the bulk of investment resources should go into manufac-

FIGURE 2.5

turing industries, science and research, as this is the best
way of increasing the economy's competitiveness during
crisis.

However, the poor state of social services makes this
approach inapplicable, and calls for redistribution of the
scarce resources into areas directly concerned with main-
taining the human capital.

The present investment climate inhibits economic
restructuring, a process that should make the economy
more conducive to sustainable human development. In
this respect, the structure of the national wealth is highly
symptomatic. The assets of the services sector and per-
sonal property have been declining since 1994. This is yet
another indication that the economy should be mo-
dernised and improved in order to improve the quality of
human development (table 2.6).

The changes in the employment structure are
another indicator of a sluggish economic reform. The rate
of employment has been on the rise since 1997 (table
2.7). In the meantime, the overall population size was
declining, but the size of employment-age population re-
lative to total population was increasing (from 44.4% in
1995 to 45.5 in 1999). In industry, the number of emplo-
yees was declining from 1990 to 1996. Later, this number
began to rise, but never recovered to the 1994 level. It is
obvious that that the decline of unemployment has been
linked to economic growth. Over the last five years, the

There are a number of factors that have, and will continue to inhibit savings, even if appropriate economic
and financial policies were applied. First, the financial markets and the financial system as a whole are relatively
underdeveloped, and too dependent on politics. Second, persisting economic instability causes many people to
spend their savings on property, hard currency, precious metals or stones, or to invest their money overseas into
less profitable, but also less risky areas. And thirdly, most of the existing financial instruments are unreliable, have
insufficient liquidity and provide a low return on investment.

Vasily Sviridovich

Investment Capacity of the Republic of Belarus
Transformation of Ownership: Issues and Prospects, Minsk, 2000, p. 138

BOX 2.5
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absolute number of employees has reduced in agricultu-
re, construction and science. On the other hand, personal
and social services recorded a rise in employment. Altho-
ugh this tendency may be a sign of the economy's re-ori-
entation for the needs of ordinary citizens, it is still unex-
pected, because wages in the services sector have been ri-
sing slower than in other sectors.

Rising employment in the services sector may be at-
tributed to the social policies of the state and the growing
pressure of unemployment on the ordinary citizen. Simi-
lar to employment, the share of services in the GDP has
also increased somewhat. By drawing parallels between
employment dynamics and changes in the structure of as-
sets, one may conclude that relative to other sectors, the
services sector has become more labour-intensive but less
equipped with machinery.

The changes in the structure of investments, employ-
ment, and, consequently, GDP are a sign of the govern-
ment's consistent effort to pursue an active social policy,
conducive to human development. However, the out-
comes of such a policy do not always correspond to its
goals. The main reason for this discrepancy is the inef-
ficient economy. For example, massive housing construc-
tion may have a great social benefit, but it is also a burden
on the budget, which already covers most of the opera-
ting costs in the public utilities sector, where 51.6% of all
companies were operating at a loss in 1999- These addi-
tional public expenditures could not be paid for by incre-
asing revenues, as too many corporate taxpayers are
experiencing serious financial problems. Redistribution of
available revenues is also not an option, due to difficulties
in many other sectors of the economy, such as agriculture.

The experience of economic and social transforma-
tions gained in the past few years is yet further proof that
only an efficient market economy can enable sustainable
economic human development. The economy's ability to
serve the people is not a function of GDP, but rather the

result of its progressive structure, which ensures high
popular living standards and high incomes of the state
budget.

Social policy - tradition and
systemic changes
Trends in the Beluarusian social policy

The development of social policy has at least two sta-
ges, each representing different social models.

The first stage, which lasted throughout the first half
of the 1990s, was based on a paternalistic approach,
whereby the state had extensive control over the indivi-
dual and his social welfare, and welfare programmes had
almost universal coverage. The parternalistic model had
been borrowed from the social policies of the ex-USSR.

One major weakness of the paternalistic model is
duplication of social assistance, making the welfare sys-
tem unreasonably costly, and the economy and state
unable to sustain it.

Initially, the Belarusian social policies were not very
different from those of many other transitional countries.
Just like those countries, Belarus was aiming to increase
ihe share of social expenditures relative to total public ex-
penditures.

In 1995, the ratio of public expenditures to GDP was
below the 1990 level, but there was no similar decline in
the ratio of social expenditures to total public expenditu-
res. Instead, it had been rising up until 1995, and only
then began to decline (table 2.7).

As social expenditures were rising, so was employ-
ment in the social sector - both in absolute terms and in
relation to total employment. In 1990, the public utilities
sector employed 3% of the work force, and in 1996 4-5%.
Relative to total work force, the number of health care
workers increased from 4.4% in 1990 to 5-8% in 1996. In

44



TABLE 2.8

education, the number of employees rose from 8.4% to
9.9%.

In an effort to maintain universal access to free medi-
cal assistance and education, the state did not commerci-
alise those sectors, and public expenditures on health
care and education have remained fairly high.

However, the rise in social expenditures did not pre-
vent a deep decline in popular living standards. The first
half of the 1990s was marked by rising unemployment,
poverty and income disparities, collapse of the old wel-
fare system and falling life expectancy at birth. In 1995,
real incomes were 45% below the 1990 level.

The paternalistic model had thus demonstrated its
inability to change the situation.

Deepening financial and budgetary constraints faced
by the economy and the social sector made it absolutely
clear that social problems could not be addressed simply
by increasing expenditures. There could be no working
social policy without deep structural reforms. It was also
clear that by sticking to the old approaches to social po-
licy, the state could deepen social problems even more,
not alleviate them. For example, the current cross-sub-
sidisation of public utilities is increasingly benefiting the
wealthier groups of the population, and is doing too little
to help the poor.

The second stage in the development of the social
welfare system coincides with the transition from a pater-
nalistic model to targeted social support. This transition
has only just begun, and is taking much longer than ex-
pected. The basic features of the new social model are as
follows:

• clear social policy priorities;
• emphasis on efficiency, not the amount of social

investments;
• different state policies towards specific groups of

the population;
• clear definition of households eligible for social

support, based on need;
" separation of functions and duties to conduct soci-

al policies amongst social institutions, different levels of
government and the budgetary system.

Efficiency and greater focus are important targets of
social policy reform. There should be more emphasis on
addressing the most critical social problems, and develo-
ping new mechanisms to reduce unnecessary public
spending and dispose of existing resources in the social
sector more effectively.

The cost of various social programmes (excluding he-
alth care and education) reached 14% of the GDP in 1999.
Pensions, exchange rate regulation, as well as direct and
cross-subsidisation constitute a significant proportion of
those costs.

A further increase in social spending may be too dan-
gerous for the government to finance and gcopardise
economic growth.

Examples of inefficient social spending are abundant
in every area, and have to do mostly with untargeted so-
cial assistance. As suggested by various analyses, social
welfare programmes, with the exception of childcare be-
nefits, are helping the rich more than the poor. As a result,
the wealthier part of the population receives more bene-
fits and allowances than the poor.

The distribution of social benefits to households by
quintile groups is shown in table 2.8.

As seen from the table, the average monthly amount
received in social benefits and allowances is the highest in
the wealthiest quintile groups and the lowest in the poor-
est. Nearly every type of allowance benefits the first, third,
and fourth income group more than the poorest 20% (the
fifth quintile group). Access to daycare facilities and pre-
school education seems to be the only area where this is
not the case.

According to international experts, the efficiency of
the welfare system (defined as the proportion of welfare
funds received by households living below the poverty li-
ne) is only 20%, while in most industrial countries of
Western Europe this figure ranges between 30 and 50%.

The Belarusian welfare system has extensive covera-
ge, providing subsidies for consumer goods, housing and
transport and benefits to certain segments of the popula-
tion, such as war veterans, Chernobyl victims and families
with children. These benefits are normally available to
everyone, regardles of need. As a result, they are not
aimed at providing targeted support to the poorest hou-
seholds.

Another weakness of the present welfare system is
that it mostly targets the urban population. For example,
housing benefits are available only to urban households,
while rural households, which are often more vulnerable
to poverty, are excluded. All of those defects suggest the
need for a new, more effective and more targeted social
policy. An effective social system should channel available
resources into helping the poorest and give the rest the
opportunity to provide for themselves and their families.
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Another important aspect of social policy reform is a
shift from social support to social insurance. Such insu-
rance should be based on adequate risk assessment, and
social insurance payments should be tied to the amount
paid into the system. It is this approach that should be the
basis for the transition from paternalism to a targeted
welfare system.

Targeted social support calls for targeted distribution
and disbursement of social transfers. The organisation of
the welfare system should also be reviewed, in order to
give the local communities and local governments a
greater say in managing it. Global experience suggests
that local management of social welfare makes it more
targeted and effective.

It is hoped that the changes in the social policy mo-
del will support the abandonment of paternalistic ap-
proaches and progress towards a moderately liberal wel-
fare system. In the short term, social policies should up-
hold social stability, maintain a balance of social and eco-
nomic interests among various groups of the population
and support economic advancement.

Social stability could be maintained by eliminating
the biggest social threats, such as poor living standards,
poverty, threat of mass unemployment, depopulation and
falling life expectancy.

Some social indicators have already exceeded critical
levels (table 2.9).

Successful transition from one social model to
another depends greatly on the state of the economy. An
efficient economy results in higher living standards and
reduces the need for income support. A booming eco-
nomy also increases the capacity of the state to support
its citizens by expanding the taxation base. Economic and
social policies should be closely linked together. Lack of
such coordination is one of the biggest weaknesses of
today's socio-economic policies.

The present economic policies - especially in areas
such as taxation, foreign trade and pricing - are not con-
ducive to effective employment, personal income growth,

improvement of working conditions, growth of social in-
surance and targeted support for the most needy. There-
fore, any social policy reform should be supported by
appropriate changes in economic policies.

Employment policies

The government implements employment policies
through active or passive intervention. The main source
of funding for such intervention is the State Employment
Support Fund The Fund is the source of unemployment
benefits and covers the cost of activities aimed at job cre-
ation and employment support.

Active employment policies are aimed at increasing
employment by supporting job creation, organising com-
munity works, training and retraining of staff, promoting
employment of underprivileged groups, providing tax re-
ductions and extending loans.

Despite all of those efforts, the employment situation
remains difficult and controversial. It main characteristics
are:

• low official unemployment (1.9% of the work for-
ce in December 1998, and 1.7% in December 1999);

• high hidden unemployment and shadow employ-
ment. To avoid mass layoffs, many companies arc sending
their employees on mandatory unpaid leaves or make
them work shorter hours. In 1999, there were 162,000
employees who were working short hours (4% of the
work force) and another 153,000 (4%) on mandatory un-
paid leaves. The rate of hidden unemployment is estima-
ted at 10%. Shadow employment has also become very
common. In addition to full-lime employment, many arc
working two or three jobs, or become involved in trade
and intermediary activities, often while being registered
as unemployed;

• Fluctuation movement of personnel remains the
only source of supply on the market. The majority of
unemployed left their employers voluntarily. This suggests
that Belarus has widespread friction unemployment,
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while structural unemployment (caused by bankruptcies
and personnel cuts) is virtually absent:

• The gap between the supply and demand for cer-
tain types of work force. Eighty per cent of all vacancies
are for manual workers, whereas 40% of all job seekers are
skilled personnel with higher or upper secondary educa-
tion;

• Low job replacement rales and existing professio-
nal and territorial gaps in the demand and supply for la-
bour. There were 101400 job vacancies filled from Janu-
ary to September 1999 and 1348 people who changed
jobs. Most of those people were moving from one existing
job to another, of which the majority were low-paying. Of
the total number of unemployed, low-skilled or unquali-
fied workers prevail, despite a growing demand for a skil-
led work force, especially in Minsk. There are also sub-
stantial regional differences in the state of the labour
market;

• As an increasing number of unemployed are ha-
ving difficulties finding a new job, the average duration of
unemployment has increased. One in every four unem-
ployed has been registered with the employment services
for over six months. Such long periods of unemployment
are having a negative effect on the job seeker's motivation
to work;

• Employment in private enterprise has dropped sig-
nificantly, mainly as a result of high taxes, difficulties in
gathering start-up capital, inadequate legislation, and low
efficiency of the business support infrastructure;

• The social background of the unemployed is chan-
ging rapidly. Recently, the number of officially unemplo-
yed with higher education has declined, while the num-
ber of unemployed with secondary education has increa-
sed. There is a growing proportion of younger people re-
gistering as unemployed. More than 50% of all unem-
ployed registered in 1998 and 1999 were young people
aged 16 to 29. Women's unemployment still remains a
major problem. As most job vacancies reported to the
employment services are more suited for men than for
women, women have fewer chances of finding employ-
ment. As a result, the proportion of women unemployed
has reached almost 65%.

• The size of unemployment benefits is very low. The
average unemployment benefit represents only 6% of the
average monthly wage, which is one of the lowest figures
in the CIS. This discourages a large number of unemplo-
yed from registering with the employment services and
often pushes them into shadow employment.

Solutions to the above problems should be found if
the economic reform is to proceed. New approaches to
employment policies are necessary. So far, these policies
have emphasised the need to prevent mass unemploy-
ment and neglected the important issues of labour effici-

ency and labour reform. Proper attention to those issues
should increase the individual's responsibility for his own
well-being.

Wage policies

The present wage levels are a disincentive to produc-
tive labour. The current wage policies do not encourage
enterprises to review their employment structure and are
not conducive to a reduction in income disparities or po-
verty alleviation. An analysis of real wage dynamics in Rus-
sia and Belarus reveals that relative to 1990, real wages in
Russia have declined more than in Belarus. In 1999, real
wage levels in Russia were 23-6% of 1990, and in Belarus,
85.3% (table 2.10).

In Belarus, real wage size reached a low of 56% of the
1990 level in 1995, but has been rising steadily since that
year. In Russia, real wage levels relative to 1990 have been
falling continuously throughout the 1990s.

However, Belarus has lost this advantage over Russia
due to high inflation. Despite high real wage levels, the ra-
tio of the average monthly wage to the subsistence mini-
mum is 192.8% in Belarus, as opposed to 237% in Russia.
From December 1998 to December 1999, this ratio had
increased by 119% in Russia and 100.1% in Belarus. This
difference can be attributed to the fact that over the same
lime period the minimum subsistence level had increased
by 134.3% in Russia and 432.8% in Belarus. As a result, the
monthly wage in Russia has higher buying power than in
Belarus.

Low wages, especially when delayed, affect employee
morale, may lead to conflict in the workplace and often
cause the employee to seek additional employment.

There are also considerable wage disparities between
the manufacturing and non-manufacturing sectors, as
well as among various industries, regions and even enter-
prises. In 1999, the industry wage disparity coefficient
reached an unprecedented level - 5.0.

Budgetary employees are especially underprivileged,
as their wages represent just 86% of the average wage le-
vel in manufacturing industry and are not seen as a fair
compensation for their work load and job performance.
Attempts to raise the incomes of budgetary employees by
raising the basic pay grade in the National Pay Scale have
proved ineffective, as they are usually followed by even
greater wage increases in the manufacturing sectors. All of
these unfavourable trends indicate the need to review
and modify the current income policies.

Social welfare

The present social welfare system has three compo-
nents - social insurance, social assistance and social ser-
vices. Social insurance programmes provide partial com-
pensation for the income lost due to retirement, tempo-

TABLE 2.10
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rary disability or unemployment. These programmes are
funded from social insurance funds. Thus, unemployment
support, temporary disability compensation and pensions
are considered an earned benefit and not a charity.

Government welfare support is provided to individu-
als who cannot provide for themselves, including disabled
people and households with dependent children. These
programmes are being funded through taxation. Eligibi-
lity for such support depends on the applicant's ability to
prove their need. Applicants are required to provide do-
cumented proof that their incomes are low, and therefore
they are supposed to be poor. Social support is also pro-
vided to certain groups of the population, such as the
disabled, war veterans and Chernobyl victims, among oth-
ers.

Social sendee programmes are just beginning to deve-
lop. Such programmes will provide medical and personal
services, counseling, legal and advisory support, and faci-
lities for social adjustment and rehabilitation of individu-
als and families in difficult circumstances.

Belarus has a state-managed system to insure citizens
against social risks - such as temporary or permanent dis-
ability due to illness, an industrial accident or a profes-
sional disease, loss of breadwinner, retirement or unem-
ployment. Funding for such insurance is governed by the
taws "On the Budget" and "On Basic Social Security", and
is provided by the state budget and slate insurance funds,
notably, the Social Welfare Fund and the Employment
Support Fund. There are virtually no independent social
security systems.

The greatest difficulties have been encountered in
pension and unemployment insurance. The present pen-
sion system is based on the principle of solidarity The
money to disburse pensions is received from employees
and employers, who pay a certain percentage of their wa-
ges and of the payroll fund to support the pension-age
population.

The pension support system now covers 2.5 million
people. The law provides for two types of pensions -
work pensions and social pensions. Work pensions are
paid to citizens who were eligible for social insurance at
the time of employment. Those citizens - and their emp-
loyers - will have paid fees into the system throughout
the period of employment. Citizens above retirement age,
who are not entitled to a work pension, are paid a social
pension.

In order to maintain the living standards of pensio-
ners, the size of work pensions is tied to the average
monthly wage, and work pensions are recalculated every
time the average monthly wage increases by more than
10%.
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Starting from January 2000, minimum pensions have
been calculated according to new rules. The minimum
old age pension has been set at 25% of the minimum sub-
sistence budget. A bonus of 15% of the average minimum
wage is paid on top of this amount. Social pensions are
calculated as a percentage of the minimum work pension.
Pensions are raised regularly to match the rise in the mi-
nimum subsistence budget (table 2.11).

The depth of these problems calls for a remodeling of
the pension system. Given the economic crisis and finan-
cial difficulties, any pension reform should lead to a redis-
tribution of available resources within the pension system
itself.

Social old-age and disability insurance should build
on compulsory contributions to the system which should
cover the full costs borne by it. Some steps in this directi-
on have already been made. The pension reform concept,
drafted and approved by the Council of Ministers on Ap-
ril 17, 1997, calls for the transition to a three-tier system.
Its basic level is formed by social pensions, and the second
and third tiers are represented by work and private insu-
rance pensions. A law on mandatory social insurance is
expected to be drafted later in 2000.

It is also proposed to raise the age of retirement1 or
make it flexible, restrict the right to early retirement and
tighten eligibility requirements for disability pensions. A
social welfare reform should call for a transition from
paying long-term disability allowances to rehabilitation,
which is less costly to the system, and an individual ap-
proach to pension calculation, depending on the recipi-
ent's financial situation. The new pension system will be
based on an assessment of every individual's input. The
law that mandates such an assessment has already been
drafted. It will take effect in selected areas of Belarus star-
ting January 1, 2001, and nation-wide starting from 2003.

Unemployment security also has a number of issues
to addressed. Individual members of the work force, who
are active players in the labour market, do not contribute
to the unemployment insurance system directly. Their
unemployment insurance is covered by the employer.
There are no individual insurance accounts, which affects
the effectiveness of the system. In addition, eligibility re-
quirements for unemployment benefits are too lenient,
and consequently, the unemployment benefits are too

1 The age of retirement in Belarus is relatively low - 55 years for
women and 60 years for men. In most other countries, it varies
from 60 to 65 years, and the age of retirement for men and
women is equal in most pension programmes. The pension sys-
tems in foreign countries also set the minimum period of insur-
ance at 5-45 years, depending on the country. In most countries,
it is at least 15 years.



low. Such policies are certainly benefiting the poorly skil-
led and low-paid workers who are not interested in find-
ing permanent employment. In addition, those rules en-
courage reliance on state subsidies and do not provide ef-
fective compensation for lost income. It is not surprising,
therefore, (hat households with unemployed members
have very high chances of lapsing into poverty.

Such a soft approach to unemployment may have se-
rious implications in the event of mass bankruptcies and
personnel cuts. Belarus may become a country with a
high level of chronic unemployment. In order to address
this threat, the government should review its approach to
unemployment insurance. It may be useful to tighten eli-
gibility requirements for unemployment support, such as
a certain minimum period in the work force; a minimum
wage size, and a waiting period It is also necessary to raise
the size of unemployment benefits to a level that would
enable the state to pursue effective policies in the labour
market. While reforming the unemployment support sys-
tem the state should apply, where possible, the relevant
approaches and policies of the EU countries.

The existing welfare programmes are also ineffective.
Their main weaknesses are as follows:

• The welfare distribution system is poorly targeted
and covers a large proportion of the population. The law
"0n the Subsistence Minimum in Belarus') mandates wel-
fare support for all households whose per capita incomes
are below the minimum subsistence budget. However, if
this requirement were applied, more than 46% of Belaru-
sian households would be eligible for welfare. This forma-
listic approach may put an unrealistically heavy burden
on the economy The experience of industrial countries
and transitional economies suggests that no effective so-
cial welfare system could provide support to more than
10-15% of the population. Therefore, the government
has made a decision to set more specific priorities within
its welfare system. The Cabinet of Ministers resolution No.
1254 defined the groups of citizens who are the most eli-
gible for welfare support. They arc invalids in grades 1
and 2, single pensioners, families with many children and
single parent families, citizens looking after grade 1 inva-
lids, persons aged 80 and above, certified by a disability
assessment board as needy of permanent care, and regis-

tered unemployed who comply with the rules of unem-
ployment registration.

• The existing poverty assessment practices are
largely inefficient, because they overstate poverty and fail
to identify the poorest groups of the population who
need targeted support. The official definition of poverty is
tied to the minimum subsistence level. The minimum sub-
sistence level, in turn, is defined on the basis of the mini-
mum consumer basket. The assessment of this basket is
inadequate in many ways. First, it overstates the con-
sumption of fat and excludes property such as private
gardens, dachas, garages and vehicles, which are impor-
tant sources of income to many families. As a result, the
minimum subsistence level is also overstated. In De-
cember 1999, for example, the amount of overstatement
was 18,000 denominated roubles, or 54% of the average
monthly wage. In this light, it is unrealistic to support all
low-income citizens who are earning less than the mini-
mum subsistence budget. Its assessment is over-exaggera-
ted, and could not be used as a basis for welfare policies
because it is inconsistent with the financial capacities of
the state. Faced by similar financial constraints, the gover-
nments of many other countries have had to lower the le-
vel of eligibility for welfare support below the official po-
verty line. This level is constantly reviewed, depending on
the state of the economy, as well as income and poverty
dynamics. In order to ensure flexibility, eligibility level is
usually not linked to any particular indicator, such as the
minimum or average monthly wage or the minimum sub-
sistence budget, but depends on the amount of public
funds available to finance welfare programmes. In Es-
tonia, welfare is disbursed to persons whose incomes do
not exceed 12% of the average monthly wage, in
Kyrgyzstan, 10%, and in Bulgaria 16%.

• The existing welfare system does not meet the
needs of the poorest and does not protect them from ihe
impact of consumer price growth, resulting from price li-
beralisation and elimination of cross-subsidies. A targeted
social welfare system should aim to protect the poorest
and most needy citizens and households. Therefore, it
should incorporate an effective needs assessment mecha-
nism. Aid can not be provided solely on the basis of an in-
come declaration - incomes can often be concealed. Any

The European commission on unification of social policies distinguishes two different types of social policy.
The first, known as the Bismarck policy (named after its founder, the German chancellor Bismarck), links

social support to work performance and record. Social benefits are earned through lifetime contributions into the
welfare system and perform the function of delayed income. Social security payments are made out of insurance
funds, managed jointly by employers and employees.

Responsibility for financial stability and expenditure of welfare funds rests with the management of those
funds. It is also believed that these funds should not receive support from the budget, because any such support is
inconsistent with ihe principles of social insurance on which those funds operate.

Underprivileged households can benefit from national solidarity plans, implemented through local welfare
agencies or charitable organisations.

The second type, known as the Beveridge plan, is based on the right of every individual to social support in
the event of an illness, retirement, or in any other circumstances that limit his ability to provide for himself. The
countries that have chosen this system have mandatory disability insurance plans and provide the elderly with so-
called "social pensions", as opposed to "professional pensions". Funding for such a system comes through taxa-
tion. The Beveridge plan is thus based on national solidarity and equitable distribution of benefits, and is applied
in the UK and Scandinavian countries (such as Sweden).

BOX 2.6
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such decision should also reflect the applicant's posses-
sions, and his opportunity to derive income from those
possessions. Other factors should also be considered, in-
cluding the applicant's disability or the need to look after
disabled members of the family, opportunity to receive
support from other members of the family, or lack of per-
manent housing. The principles to establish need could
be different, and be based on a combination of the above
factors.

Government welfare projects and programmes
should protect the poorest citizens from the negative ef-
fects of price liberalisation. In order to prevent a rise in
inflation, preference should be given to non-cash meth-
ods of welfare distribution, such as food stamps or certifi-
cates. Reduction of cross-subsidies for public utilities may
increase the number of households eligible for direct sup-
port. However, the total cost of such support may not ex-
ceed the amount of subsidies paid to utilities companies.

The subsidisation system should be improved by cut-
ting aid to wealthier households or households that are
potentially capable of supporting themselves. To this end,
low-income citizens may be paid cash compensations or
vouchers to cover the cost of public utilities. In addition,
incentives should be introduced to save energy and many
of the existing housing benefits should be phased out.

Support for families with dependent children also has
room for improvement. Today, more than 1,000,000 pe-
ople are receiving various types of benefits. From 1996 to
1999, the size of those benefits had increased 3.8 times.
Similar to the other republics of the ex-USSR, Belarus pro-
vides child support benefits on the basis of universal co-
verage, specific approach to different categories of recipi-
ents and income assessment. In absolute terms, child sup-
port benefits are relatively high and represent a signifi-
cant proportion of poor families' income. The overall cost
of such benefits to the public is the highest in the CIS.

The biggest problem with child support benefits is
that they are poorly targeted and not focused enough. If
adequate focus had been made on supporting the poorest
families, the positive impact of such support would have
been much higher, and its overall cost to the public sub-
stantially lower. In addition, child support subsidies are
being disbursed through employers, which may lead to
duplication of payments and other irregularities. It would
therefore be appropriate to follow the experience of
other countries, which disburse child support and other
social benefits through the welfare departments of local
administrations. In many countries, such an approach is
combined with a simplified procedure to apply for wel-
fare support. Disbursement of child care benefits and
pensions through the local authorities in the Baltic states
has improved the efficiency of those expenditures. A simi-
lar approach has been successfully applied in several pro-
vinces of the Russian Federation. It should also be noted
that the application of this procedure does not require
additional staffing for social welfare agencies.

Role of science and culture in
ostering social change

Belarus has a significant capacity for scientific re-
search, which can and should serve to promote human

development and address socio-economic problems. Ac-
cording to the Ministry of Statistics, 272 organisations
were active in the science and technology sector in 1999,
including 138 research and development institutions, 45
design bureaus, 21 project developers, 34 higher educa-
tional establishments and over 30 other scientific re-
search institutions.

The Belarusian science and technology sector deve-
loped when Belarus was a part of the USSR, and was ori-
ented mostly for meeting the needs of the USSR economy,
and particularly its military industrial complex. Some sec-
tors of the Belarusian economy, on the other hand, had
no Belarus-based research and development institutions
to support their development and operation. This situa-
tion had a serious negative impact on many research in-
stitutions in Belarus when the Soviet Union collapsed.
Many of them lost their main customers outside Belarus
and found that their services were not needed within the
country. As a result, the Belarusian science and research
capacity has been in steady decline since 1991. The num-
ber of science and research employees reduced from
102,600 in 1990 to 43,700 in 1999- From 1990 to 1999,
the proportion of science and research workers, relative
to total work force, reduced by more than one-half. This
was accompanied by a rise in the involvement of tertiary
teaching staff in scientific research (fig. 2.6).

Relative to GDP, research and development costs
dropped 2.6 times, from 2.27% in 1990 to 0.82% in 1998.
The highest proportion of research costs to GDP has be-
en achieved in Japan (3%) and the United States (2.4%).

At present, most public funds allocated to science and
research arc being spent on staff wages and utilities, and
are insufficient to maintain the nation's science and re-
search capacity on an adequate level. A significant decline
in public funding has made it necessary to address two
problems at the same time - to reform the science and
research sector and to maintain its capacity. The govern-
ment's action to resolve this predicament has softened
the blow of the crisis and preserved a significant part of
the sector's capacities, enabling it to retain its leading po-
sition in a number of key areas of modern research.

It should also be acknowledged that despite the
depth of the crisis, recent developments in the science
and research sector provide some examples of its success-
ful adjustment to the new economic environment. Bela-
rusian science has become more open and democratic,
and an increasing number of Belarusian scientists and re-
search institutions have participated in international con-
ferences and scientific programmes. Ideological restric-
tions and tough administrative control have also disap-
peared. The creation of market-driven mechanisms to
support science and research has been another healthy
development. Money for research and development proj-
ects is being distributed on a competilive basis through
various funds, and targeted research and development
programmes arc being developed and implemented. A to-
tal of 34 state research programmes and over 150 innova-
tion projects were being executed in 1999. More than
one-half of all public spending on science and research is
allocated to these programmes, which address the specific
needs of numerous sectors. I lere are just some of the prog-
rammes and projects implemented in the social sector:
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FIGURE 2.6

• A comprehensive action plan lo provide social sup-
port for the Belarusian population;

• State programme "Culture";
• State programme to support children and youth

with creative talents;
• The housing programme;
• State programme "'People's health";
• State programme to promote sport and tourism;
• National programme "Wornen of the Republic of

Belarus";
• Presidential programme "Children of Belarus", inc-

luding the sub-programmes "Children of Chernobyl", "Di-
sabled Children", "0rphaned Children". "Social Services
for Families and Children" and "Development of the Baby
Food Industry";

• A programme for the needs of elderly people;
• A comprehensive state programme to develop edu-

cation.
Culture is an important factor in the rebirth of a new

society. Culture and arts institutions are essential for the
state, as they support spiritual freedom and contribute to
the growth of national self-identification. Through those
institutions, the achievements of culture and art can serve
the public, including the most vulnerable groups of the
population.

The development of culture should expand the op-
portunities for the social, economic and spiritual advan-
cement of the Belarusian society. Reflecting this over-
riding need, cultural policies address the following prio-
rity areas:

• Protecting the nation's historical and cultural heri-
tage;

• Supporting the uniqueness of the national culture;
• Promoting amateur and professional arts;
• Developing the national language;
• Protecting and popularising authentic folk-lore,

promoting traditional arts and crafts;
• Building healthy moral values, ideals and traditions

in a way that accommodates the needs of ethnic Belaru-

sians and other ethnic communities within the country;
• Expanding cross-cultural links and cross-fertilisa-

tion of different countries.
The historical and cultural heritage of the nation is a

prerequisite to its civilised development and a source of
its spiritual energy. Protection of this heritage is the pri-
mary responsibility of the state. Recently, Belarus has
achieved visible progress in rebuilding national monu-
ments, remembering the names of its outstanding citizens
and reviving its best national traditions. The new seven-
volume collection of historical and cultural monuments
of Belarus, and the book "Tbe Era of Mikhail Xcophas
Oginsky and his Music", which explores the life of a celeb-
rated Belarusian-born composer, have shed new light on
Belarusian cultural history. There have also been a num-
ber of other scientific publications, encyclopaedias and
reference materials that have contributed greatly to the
study of Belarusian culture. However, some aspects of cul-
tural heritage - and certain types of cultural monuments
- have not been sufficiently studied. Many historical mo-
numents are in poor condition, indicating the need for a
specific programme to study and protect historical and
cultural monuments.

Traditional culture is a major element of Belarusian
cultural life. Such culture exists in two different forms -
as folk art, widespread in rural areas, and various types of
amateur art, common in both urban and rural areas. With
extensive support from the state, amateur art is one of the
most productive means of introducing large segments of
the population to culture. In conjunction with the de-
partments of culture of regional executive committees,
the Ministry of Culture organises annual cultural events
and festivals, such as "Artists for Rural Workers", "Art for
Children and Youth", ''Belarus Musical Autumn", Some lo-
cal musical festival are extremely popular with the public,
such as "The Slavic Bazaar" in Vitebsk, "The Golden Hit"
in Mogilev, "Music in Polessye", "The Muses of Nesvizh",
the Polotsk-based International Festival of Old and Mo-
dern Music and International Festival of Organ Music, as
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BOX 2.7

well as "A Ropund Dance over the Sozh" in Gomel, and
"After-Harvest". A number of musical festivals are being
held in partnership with other organisations, including
"The Meeting of Stars" with the Belarus "television and Ra-
dio Company, and "From Heart to Heart" with the Belarus
Union of Youth. Drama and puppet show festivals are al-
so regular events. Theatrical festivals take place in almost
every Oblast. Gomel Oblast hosts the theatrical festival
"Slavic Theatrical Meetings", Bobruisk the Dunin Martsin-
kcvich festival of national drama and Grodno the festival
of young talents.

The festival "My Song, Belarus" has gained broad po-
pularity as a show of amateur culture. It has taken place
annually since 1990, and involved more than 30,000 ama-
teur groups representing organisations from different
sectors and agencies. More than 100 groups have received
festival awards.

The revival of culture has lead to substantial changes
in the environment for professional artists. New troupes,
theatres, museums have appeared. Professional art is serv-
ing a new type of customer and client and relies on mar-
ket driven mechanisms to support itself. Associations of
creative artists still play a visible role in professional art.
Thirteen creative associations have been registered to da-
te, with a total membership of 8,000. Such associations
not only offer legal and social support to their members,
but also serve to promote the national culture, maintain
cultural traditions. Art schools expand cross-cultural ex-
change and raise the attraction of the creative profession.
Creative associations are becoming a link between the ar-
tist and the market as they are well-positioned to access
essential market information and help their members ad-
vertise themselves.

New cultural institutions have been growing
throughout the 1990s, serving local populations in dis-
tricts and rural communities. They have helped to protect
and develop various types of popular arts and tapestry.
The new identity of these institutions was created mainly
through local initiatives, with the help of local enthusiasts
and trained professionals. A fair amount of experience
has been gathered in recent years in maintaining the po-
pular art tradition. This experience has yet to be fully as-
sessed, analysed and applied, leading to the growth of
new types of culture and art.

Scientific and technical advancement has opened
new opportunities for culture. New information techno-
logies and the progress of microelectronics have given
rise to a new information infrastructure, which serves cul-
tural development and has affected every part and aspect
of culture - from cultural services to protection of cultu-
ral artefacts to management. Automated management
systems are being installed in museums across the coun-
try, and an Internet web site on Belarusian traditional art
is being designed.

In general, cultural development in the 1990s has be-
en affected by two conflicting trends. In addition to con-
ventional types and institutions of culture (e.g. literature,
libraries, museums, performing and fine arts), new types
of cultural institutions and sectors have appeared, many
of which are making a profit. Some of the those lucrative
new areas are cable and satellite television, audio and vi-
deo production, and advertising. The rise of those sectors
brought revolutionary changes to the market of cultural
services. Their dependence on advanced technologies
widened the definition of culture to include areas such as
manufacture of audio and video equipment. Culture is

Today's approach to culture should serve to increase its influence on human behaviour and all aspects of
human relations within society. It is important to note that the basic world views typical of our civilisation were
brought into our culture during the era of enlightenment. The ideas of this era have led us to understand to what
extent society, its economic and political life, can be influenced by culture. With time, the tendency to identify cul-
tural and social development with each other gained popularity. And at the dawn of the 21st century, there came
the understanding that social changes arc motivated mostly by culture.

This understanding brings a number of practical steps to the society's agenda - such as encouraging all types
of creative activity among the greatest possible proportion of the general public, protecting the people's cultural
heritage, strengthening social support for cultural workers and improving the nation's cultural advancement.

Culture is the most critical component of society. The people's cultural advancement reflects the society's eco-
nomic development, as well as its social, political, ideological, educational and spiritual maturity. There are differ-
ent problems that are still waiting to be solved - some of which are directly concerned with the nation's intellec-
tual growth, social psychology, science, education, physical training and sport, as well as religion and other aspects
of culture.

Today, culture is experiencing a negative impact from the economy. Therefore, cultural policies should be
based on a realistic assessment of society's resources and address the most critical areas of cultural development.

We believe that today's cultural policies should target a number of priorities, of which strengthening the base
for democracy is the most important. Applied to cultural policies, democracy should mean the right of every mem-
ber of society to access cultural heritage and to have no barriers to his involvement in creative and cultural activ-
ity. The state should maintain the national culture at a level that would enable a future economic and spiritual
revival of the country and society, guarantee continuity of culture and protect the cultural identity of the
Belarusian people.

Sosnovsky, A. V.
Minister of Culture of the Republic of Belarus

Source: Newsletter of the Presidential Administration. Issue 7. pp. 74-75
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now regarded not only as a generator and depository of
cultural values but also as an important sector of the eco-
nomy that generates employment and spurs the develop-
ment of research intensive industries. In addition, democ-
ratisation has led to a rapid growth in the publishing bu-
siness. Publication of books and brochures rose 2.2 times,
magazines and other periodicals 2.2 times and newspa-
pers 2.6 times (table 2.12).

On the other hand, economic instability and decrea-
sed attendance led to a substantial reduction in the num-
ber of cultural establishments. From 1990 to 1999, 1,366
culture clubs and 1,023 libraries were shut down. Librari-
es are experiencing serious problems with the acquisition
of new books and periodicals, mostly due to a lack of
funds, particularly of foreign currency. Although the over-
all funding for museums has increased, they still cannot
afford to buy new exhibits to supplement their traditional
collections.

Public funding is also inadequate to keep the number
of concerts and performances at past levels. Current fun-
ding is insufficient not only for the expansion of cultural
services, but also to maintain them at the present level.
This situation has a direct impact on the cultural and spi-
ritual development of the nation.

In order to successfully maintain, protect, and deve-
lop the national culture, funding for cultural programmes
should not fall below 3% of total budgetary expenditures,
as required by the law "On Culture". Only then could the
cultural sector be able to return to the 1990 levels of de-
velopment.

Today, it is unrealistic to expect the public to cover a
greater proportion of the cost of cultural services. Such
expenditures are simply not included in the consumer
budget and are not adequately indexed. Effective consu-
mer demand is falling across the board, particularly for
the services of cultural establishments. Hopes for spon-
sorship as a significant source of support for art have pro-
ven unrealistic, chiefly because the present taxation sys-
tem provides no incentives for it. As a result, the state
budget continues to remain the only reliable source of
money for culture. And cultural development still remains
closely linked to public spending. Insufficient funding is
preventing culture from meeting the society's high expec-
tations and needs.

The enactment of presidential decree No. 328 on Ju-
ne 23,1998, is seen as a measure to strengthen incentives
for artists. The decree calls for greater state support for
the most critical cultural programmes and projects, intro-
duced annual prizes for prominent outstanding achieve-
ments in culture and grants for cultural and artistic pro-
jects.

The annual awards introduced by the decree are as
follows:

• Eleven special prizes for achievements in culture
and arts in eleven different categories (music, theatrical
art, fiction, journalism, cinema and television, architec-
ture and renovation, traditional art, fine arts, choreog-
raphy, mass culture and the circus, and art reviews);

• Three special prizes for contribution to the educa-
tion of young artists;

• Three special prizes "For contribution to the
growth of cultural ties between Belarus and other coun-
tries";

• Six special prizes for cultural workers and artists
for achievements in aesthetic and cultural education of
Belarusian people and promotion of new spiritual values
in the areas of: museums, libraries, artistic work.

Individual grants arc provided to:
• composers, artists, theatrical and film directors,

writers, architects, designers and traditional artists to sup-
port work on new pieces of art;

• Individual artists for participation in major interna-
tional events, including competitions, festivals and exhi-
bitions, as well as for apprenticeships with the leading
artists of Belarus, Russia and other countries.

Collective grants are provided to groups of artists or
performers, cultural establishments and associations of
artists to:

• Implement major theatrical, television or film proj-
ects;

• Form museum collections of modern Belarusian art;
• Supplement museum and library collections with

objects of particular cultural and historical significance to
Belarus;

• Design monuments;
• Produce concerts and shows.
In addition, the government decree No. 715 of June

16, 1997 introduced personal salaries for outstanding

TABLE 2.12
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artists. Personal salaries may exceed the wages mandated
by the National Pay Grade, by up to 100% and are payab-
le from the payroll fund.

The Ministry of Culture and individual cultural estab-
lishments are in active search for new sources of funding.
New approaches to the funding of culture are proposed
in the thematic plans "Culture and the Market" and "Re-
structuring of Cultural Institutions", as wetl as the state
programme "Cultural Development up until 2005". These
documents propose new models of funding for social ser-
vices, including culture, calling for a variety of sources
and a certain minimum guaranteed by the state. Cultural
establishments could potentially raise some of the money
necessary for their upkeep by charging fees for their ser-
vices. In fact, cultural establishments began to charge fees
in 1985, and the number of paid services has since trip-
led. Culture palaces, clubs, recreation parks and other cul-
tural establishments are now providing more than 100
different types of services, many of which had previously
been free. However, the nature and specifics of this sector
makes it unlikely that it will expand its commercial acti-
vity in the future, particularly in view of falling effective
demand for services in general.

As culture plays an important role in personal deve-
lopment, but is short of funding, it is essential:

• To strengthen government support for existing cul-
tural establishments and artists in order to maintain high
cultural standards;

• Define a minimum of cultural services that should
be provided at budgetary expense, but at no cost to the
public;

• Diversify the sources of funding for cultural estab-
lishments by increasing the range of paid services and
promoting sponsorship by foreign investors, banks and
individuals.

Youth culture

It is generally believed that more than any other
social group, youth has a vested interest in the progress of
fundamental reforms that have engulfed most post-Com-
munist countries. Unlike most other interest groups -
such as pensioners, the former Communist Party appara-
tus, employees in military industries or rural dwellers -
young people have gained more from the reforms than
they have lost. Young people have gone into business, le-
arned to work with computers. They have mastered fo-
reign languages and many have been educated in the
West. This alone should justify an analysis of the present-
day youth culture as a highly relevant and appropriate
theme for scientific research. But interest in this subject is
not purely scientific. Youth are increasingly becoming an
important social factor and, as such, have attracted the in-
terest of politicians and opinion leaders, all of whom
would like to know the roles that young people are pre-
pared, and are not prepared, to play in the life of the state
and society.

Socio-demographic changes

From 1989 to 1999, the proportion of young people
aged 16 to 30 declined by 1.1% to little more than 20%.
Over the same time period, the share of older people aged

60 and above increased by 2.8%, reaching 18.8%. The sha-
re of young people is expected to decline still further over
the next decade, as the proportion of children and teena-
gers aged 16 or below has dropped by 3% over the last ten
years. [1, 68). The falling number of children and youth
creates serious problems for the state and society, which
appear even more serious since the decline is not the re-
sult of higher life expectancy and improved living stan-
dards, as in the West, but of lower birth rates, falling life
expectancy and deteriorating living standards. These
problems are imminent in the long run, as the social ad-
vancement of any state depends on the situation of young
people and their prospects for the future.

The family - the primary institution of socialisation
for young people - is weakening. According to statistics,
the number of divorces has almost doubled over the last
ten years, reaching 65 per 100 marriages. There has also
been a twofold increase in the proportion of children
born out of wedlock - from 8.5% to 17.8%. Unlike most
Western countries, where a similar dynamic may be view-
ed as a sign of expanding opportunities for choice and a
factor of human development, it has negative implica-
tions for Belarus, where an individual's family status is
closely related to his well-being. According to statistics,
nearly 30% of Belarusians - mostly children and youth -
are dependent on the incomes of older members of their
families, which generally do not exceed $30 per month, as
suggested by most opinion polls.

Education

Education is another social iastitution that deter-
mines the outlooks for young people. Overall, the level of
education is rising. According to the latest population
census, the number of people aged 15 or above with
complete higher, secondary or basic education has incre-
ased from 77% to 85%. The number of university gradu-
ates has also increased from 20.1% to 25.4% of the total
population at graduation age. The tendency towards hig-
her standards of education is affecting young people mo-
re than any other group. Opinion polls suggest that 44-0%
of young people aged 16 to 30 have secondary or vocati-
onal education, 26.3% have upper-secondary education,
and 21.3% higher and incomplete higher education
(compared to 12.2% with secondary or vocational educa-
tion, 11.5% with upper-secondary and 8.0% with higher
or incomplete higher education of those aged over 50).

However, the proportion of graduates from institu-
tions of secondary education has declined from 91-3% to
85-0% in the last ten years. This is a sign of two conflicting
trends in youth education - an increasing proportion of
young people with higher education and a falling share of
young people with secondary education. The continua-
tion of those trends may lead to a growing educational di-
vide among various groups of young people, not a gene-
ral increase in educational standards, affecting the quality
of the nation's human capital.

Economic status and living standards

Education alone cannot guarantee a bright future for
young people. Low disposable incomes are an even grea-
ter barrier to the advancement of young people than a
single parent family or incomplete education. 40.3% of
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young people aged under 30 are spending 61% to 80% of
their household budgets on the bare necessities, sueh as
food. For another 43%, the cost of such staple goods con-
stitutes 81% to 100% of their incomes. [4, 20], The remai-
ning income cannot cover the cost of proper recreation,
nor can it pay for education. As the proportion of fee-
paying students - even in some government-run univer-
sities - has reached 50%, it is not surprising that nearly
60% of young people have pointed to insufficient income
as their main problem, as opposed to only 36.2% of res-
pondents aged 50 or over (table 2.13). In addition, most
young respondents (71.3%) are convinced that their stan-
dard of living is declining. Young people represent nearly
50% of all officially unemployed, even though the share of
young people in the employment-age population is 1.5
times lower. [3,34 According to opinion poll data1, near-
ly one-third of all young people are unemployed - more
than three times as many as those aged 50 or over.

The decline in the number of secondary school gra-
duates, discussed earlier in this chapter (from 1997 to
1998, it had dropped 1.5 times), increases the supply of
poorly skilled workers with a limited ability to compete in
the labour market. As a result of growing competition,
employers are increasingly looking for skilled, better
trained employees, as suggested by a decline in the num-
ber of unemployed with higher education from 6.5% in
1997 to 4-7% in 1998. This limits employment opportuni-
ties for secondary school graduates and ultimately leads
to higher unemployment. [4, 137], It is not surprising,
therefore, that 63.9% of young respondents, asked to as-
sess their chances of finding good employment, rated
them below 50%. [2,20].

Analysis suggests that a policy to create a proper en-
vironment for a market economy can do more to impro-
ve the living standards of young people than various go-
vernment support programmes, such as professional
training for the unemployed or housing loans for young
families. The number of people who have benefited from
such programmes is out of proportion with those invol-
ved in private enterprise. From January to July 1999, the

1 This section is based on the findings of several opinion
polls conducted by different government and independent agen-
cies:

• Opinion poll among 900 secondary school graduates in
Minsk, conducted by the Ministry of Statistics and the Minsk
Career Development Centre (December 1997, margin of error did
not exceed 0.04).

• National Youth poll conducted in October 1998 by the
Centre for Sociological and Policy Research at Belarus State
University (1050 respondents aged 18 to 30, margin of error did
not exceed 0,04);

• Nation-wide poll by USERS in March 1999 (1700 respon-
dents aged 16 and above, margin of error did not exceed 0,03);

• Nation-wide youth poll (680 respondents aged 16 to 30,
margin of error did not exceed 0,04);

• A poll conducted among leaders and activists of 23 lead-
ing youth associations (over 100 respondents);

• Nation-wide poll conducted by the Institute of Economic
Studies of the Ministry of Economy in April 1999 (1200 respon-
dents aged 16 and above, margin of error did not exceed 0,03);

• Nation-wide youth poll conducted in May 1999 by the
Belanisian youth association -Next Stop New Life' with the sup-
port of the Swedish youth association "Peace Quest" (around 850
respondents aged 16 to 30, margin of error did not exceed 0,04).

State Employment Service had referred 1611 young pe-
ople to various professional training programmes, which
represented three quarters of all unemployed who had
been offered professional training. [4, P.140]. By contrast,
an opinion poll conducted during the same time period
revealed that more than 500,000 young people have ex-
perience in private enterprise, and over 1,000,000 would
like to acquire this experience. More than 15% of young
people are presently employed in the private sector, com-
pared to only 1% of the population aged over fifty. The va-
lues of the market economy are shared by the majority of
young people - not just those with experience of involve-
ment in private enterprise.

One-half of young respondents have indicated a pre-
ference for the market economy with low government in-
tervention. This preference was shared by only 31.1% of
respondents aged over 50. More than one-half of the
young people questioned have stated their willingness to
work for a private employer, as opposed to only 14.5% of
the poll participants aged over 50. However, this impor-
tant resource of human development and economic ad-
vancement remains unsupported, and even ignored and
suppressed. Almost one-quarter of young poll partici-
pants involved in private enterprise have indicated their
intention to discontinue their business career. The rea-
sons for this situation are very well known. Young people
are convinced that the state has tightened control over
private enterprise (this opinion was shared by 48% of the
poll participants). Another 31.3% believe that the actions
of government authorities have become "more arbitrary"
towards private businessmen.

From a human development perspective, one may
conclude that the Bclarusian society is not experiencing a
conflict of generations, but rather a conflict of values. The
problem is derived from the fact that those different, and
sometimes conflicting values, are not shared by the enti-
re younger or older generation of Belarusians. At best,
they are predominant within the respective age groups,
suggesting that age is not the most significant factor that
divides the Bclarusian society.

Social and political activity

Some sociologists believe that young Belarusians are
divided over their attitude toward government policies
and the president. As some sections of Belarusian youth
are becoming increasingly involved in politics - albeit at
opposite ends of the political spectrum a still greater pro-
portion of young Belarusians are becoming involved in
deviant or escapist forms of behaviour. At present, Belaru-
sian youth culture is generally reminiscent of the recent
Soviet past. The resulting impression is that Belarusian-
style reforms have brought young Belarusians more losses
than gains. Indeed, youth culture has undergone some
substantial changes.

According to opinion poll data, most Belarusian go-
vernment and social institutions do not have the trust of
young Belarusians (table 2.14).

As seen from the table, there are only four institutions
that enjoy a more trusted than mistrusted reputation by
young Belarusians - educational establishments, research
centres, the Church and the independent media. The
common feature that unites these institutions is that they
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mostly disseminate knowledge and ideas, which are of
greatest value to Belarusian youths. Political parties, the
police, local government and the 13th Supreme Soviet
rank among the least trusted. They are ail institutions of
political leadership, some associated with the acting go-

vernment and some with the opposition. The high degree
of mistrust in them suggests that young Bclarusians are
mostly dissatisfied with the way their society is organised
and managed. The reasons are obvious. Young people are
unhappy with their present role in society and their futu-

57

TABLE 2.13



TABLE 2.14

re prospects - which many consider to be grim. Respon-
ding to the direct question, "What is your assessment of
young people's situation in this country?", only 21.7% of
young poll participants shared the optimistic opinion
that the state respected the interests of young people and
that their opinion was being duly considered when mak-
ing policy decisions. In contrast, 60.9% shared a pessimis-
tic view that the opinion of youth was of no interest to
anyone, that young people were powerless to influence
government decisions and had no future in Belarus. [2,
15].

However, analysis of the level of trust and mistrust in
government institutions among various social groups also
suggests that the difference in the number of people who
trust and do not trust the president (columns 5 and 6) is
far greater than the level of trust and mistrust in the pre-
sident among members of the older generation (Columns
4 and 1). The difference in the proportion of younger and
older Belarusians who share the same political beliefs (as
reflected by their trust or mistrust in government institu-
tions and the president - columns 2 and 5) is smaller
than the difference in the percentage of young Belarusi-
ans who share opposing political beliefs (columns 5 and

6). These statistics suggest that the conflict of generations
is only a part of a bigger problem of the Belarusian soci-
ety - a conflict of values, a division of the Belarusian so-
ciety along ideological and political lines.

Youth associations

Young people's mistrust in key government and soci-
al institutions and dissatisfaction with their present role
in the country, has various consequences. There is a cer-
tain proportion of young Belarusians who are trying to
adjust to the present situation and even use it to their be-
nefit. The present youth policies pursued by the gover-
nment are in fact directed at the support of such an ad-
justment. Nearly two-thirds of youth leaders and activists
point to the lack of any contact between their respective
organisations and the State Committee for Youth Affairs,
while 8.3% indicated that the State Committee for Youth
Affairs was aiming to control their organisations, 20.3%
that they were exchanging information with the Commit-
tee, and only 3.7% that their organisation was in close
contact with the Committee. This means that any rela-
tionship between the State Committee for Youth Affairs
and most youth organisations is restricted to information
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exchange. The Committee's reluctance to establish con-
tacts with most youth organisations and its indifference is
more than just a failure to perform its statutory functions,
but more likely a part of a deliberate and consistent po-
licy. The presumed objective of such a policy is to support
a tiny number of the more than 70 youth organisations
and leave the rest to disappear quietly by themselves. It is
presumed that this process requires no intervention - just
a small amount of monitoring through information ex-
change.

Extremely limited involvement of youth leaders in the
drafting of legislation on youth matters is another exam-
ple of this tactic of strategic non-intervention. Only 1.9%
of the youth leaders polled stated that they had participa-
ted in the discussion of a significant proportion of legis-
lation on youth affairs. 14.8% of the youth leaders ques-
tioned acknowledged that they had contributed to the
debate on some youth legislation, whereas 46.4% stated
that they had not been involved in any such debate, and
another 36.9% gave no answer [4,48|. But there are some
youth organisations that are receiving extensive support
from the state. The Belarusian Patriotic Union of Youth is
one such organisation, which claims a membership of
100,000. Most youth leaders share the opinion that such
extensive support creates a major imbalance between the
Union and the remaining organisations, particularly in
the area of finance [2, 11|.

Some young people, by contrast, are not focused on
state support, but rather on protecting and promoting
their own interests. There are several dozen officially re-
gistered youth associations, representing 15% of the total
number of young people, mostly tertiary and secondary
students aged 16 to 25, as well as intellectuals, pursuing
different political and social agendas. Because of a limited
membership base, most of those youth organisations are
fairly isolated and elitist groups of the most advanced
young people. This perception is confirmed by the find-
ings of another opinion poll which highlights the attitu-
de towards these organisation of the great majority of
young men and women, who are not members of any of
those groups (table 2.15).

As seen from the table, up to 90% of young people arc
not aware about the existing youth associations or indif-
ferent to them. Even the Belarus Patriotic Union of Youth,
with all the government support that it receives, is viewed
negatively or indifferently by 53% of those polled. These
data suggest that the organised movement to promote
youth interests is still weak and inefficient.

Looking for solutions

The dissatisfaction of youth is expressed through
anti-social and deviant behaviour. According to various
opinion polls, over 40% of young Bclarusians would like
to emigrate, mostly to Germany the United States and Po-
land. This has little to do with the desire to discover other
countries and receive an education there - shared by a
large number of young people world-wide. The wish of
these young people is to leave their home in search of a
better life elsewhere. Low trust in the law enforcement
authorities leads to widespread skepticism towards the
rule of law. According to one opinion poll, three quarters
of young people were prepared to break the law if their
objective could not be achieved by legal means [2,14]. As
seen from table 2.13, the number of young people who
would contact a criminal group to protect their financial
and property rights is twice as high as the number of
those who would seek such protection from the courts or
police. Lack of respect for the rule of law contributes to
the growing incidence of extreme forms of deviant beha-
viour, such as drinking, alcohol abuse, prostitution and
crime. 18.9% of young people who participated in a re-
cent opinion poll indicated that they had friends or ac-
quaintances their age who were using drugs, 49.9% stated
thai they had friends or acquaintances who were drinking
and 54% admitted that some of their friends or acquain-
tances had broken the law. it is remarkable that the ma-
jority of those polled (593%) were convinced that these
people simply needed help to return to normal life and
5.6% supported their isolation from society in prisons or
other correctional institutions [2, 15]. These data are a
clear indication that young people tend to attribute the
deviant behaviour of their peers to the social environ-
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ment, and many are prepared to take radical steps to
change that environment, including rallies, pickets and de-
monstrations (22.6%), strikes (15.6%) and even armed
struggle (9.1% - see table 2.13). Youth leaders and acti-
vists are even more radical. More than one-half have na-
med rallies, demonstrations and pickets as the most effec-
tive means of advocating the position of young people,
and three quarters believe that in the event of political
tensions, young people would be active participants in
political rallies. Explaining their views, more than 60%
stated that young people had no trust in the present go-
vernment and would attempt to change it. According to
another poll, almost one-third of young people are con-
vinced that a solution to the problems of young Belarusi-
ans could be achieved only by changing the course of
economic and political development in the country. In
Minsk City and Grodno Oblast, this opinion was shared
by 49% and 42% of the poll respondents [2, 14].

As suggested by experience, certain policies can be ef-
fective in changing the mindset of young people and ma-
king them accept the predominant values in society, be-
fore they can succeed in changing reality to match their
values. The success of such a policy can be ensured by en-
listing the support of 15 to 20% of young people, leaving
the remaining 80-85% with a hard choice. The more
stubborn young people (usually no more than 20-25% in
number), who do not wish to adopt the predominant va-
lues and abandon their own in order to integrate into so-
ciety will be gradually pushed to the sidelines of social li-
fe. This does not necessarily involve the use of violent me-
ans (as in Tianamen Square ten years ago). A similar result
can be achieved through a consistent effort to send dissi-
dent university graduates to workplaces in remote rural
areas or through careful selection of public servants.

As seen from the above data, young people are two to
three times more likely to take radical action in response
to rising social tension than the older generations of Be-
larusians. There is little doubt that the effect of such ten-
sions will be the highest among these dissident Belarusi-
ans, as will be their readiness to adopt the most vigorous
forms of social protest.

Another group of young people, representing at least
50% of Belarusian youth, is having to choose between
those two extremes. On the one hand, the path of dissent
promises nothing better than a career in a provincial
school, teaching literature, physics and physical training
simultaneously, or the position of a trader at the Dynamo
stadium flea market. On the other, the path of loyalty
opens opportunities for more attractive employment in
civil service a prosperous enterprise or privileged private
business. This means that the old values can be perpetua-
ted, by being imposed on a significant portion of the new
generation of young people. The recent history of the Be-
larus Patriotic Union of Youth offers some insights into
the possible tools of achieving this result.

This limited and rigid choice brings few opportunities
for young Belarusians to realise their potential, but most-
ly serves to perpetuate the patriarchal culture of subordi-
nation and a psychology of trained helplessness among a
large proportion of young people. While radical protests
and higher crime rates are by-products of rising social
tensions, the culture of trained helplessness can lead to

seemingly inexplicable events - such as the stampede in
Nemiga Square which claimed several dozen lives of
young Belarusian men and women.

In general, young Belarusians have responded diffe-
rently to their present predicament. Some have followed
the path of regression, while others have taken a side turn
from the path of civilised development. There is also a sig-
nificant number of young people who have continued to
explore opportunities for personal advancement and
growth. Participation in cultural revival has provided one
such opportunity. Dozens of art performances and cultu-
ral activities are taking place in Belarus every year. Two
thirds of youth leaders and activists we questioned have
described these activities as the most effective means of
self-expression for young people, ranking far above street
protests, membership in political parties and other forms
of political involvement. The ongoing religious revival,
which has affected Belarus similar to many other post-
Communist countries, is another avenue for personal
growth. 34.3% of young people aged 18 to 30 questioned
in an opinion poll described themselves as believers in
God, and another 12.7% in the supernatural. 38.3% were
unsure, and 14.7% stated that they were atheists. The ma-
jority of young believers in God identify themselves with
the Orthodox faith, but are more likely than the older ge-
neration to abandon Orthodoxy in favour of Protestan-
tism. This may be attributed to the fact that unlike the
Catholic and Protestant Churches, the Orthodox Church
has not developed a full-fledged social agenda supporting
values of liberty and human rights, which are increasingly
gaining young people's acceptance. As seen from table
2.13, the number of young people aged under 30, who
think that liberty is what Belarusian youth lacks the most
is four times as high as the number of older Belarusians
aged over 50 who share the same opinion. However,
young people's religious faith is poorly institutionalised.
Only 26% of believers aged 18 to 22 and 43.5% of believes
aged 23 to 30 go to church regularly. Religious faith is
nevertheless viewed positively by most young people. Two
thirds of believers and nonbelievers agree that people
need religion because it promotes their moral advance-
ment and nearly 60% are convinced that children should
have religious education. [4, 202].

Religion is becoming increasingly popular in second-
ary school. 60% of Minsk's secondary school graduates
questioned about their attitude to religion, described
themselves as "believers" or "more believers than non-
believers-> (29% "believers", 37% "more believers than
non-believers"). Only 13-5% stated that they were non-
believers or rather believers than non-believers, and
23.8% gave no answer [5, 24]. According to Pavel
Severinets, the leader of one of the most influential and
high-profile Belarusian youth organisations, the Youth
Front, young people can contribute to reforms only with
a firm spiritual base and a clear worldview. The new gene-
ration of Belarusians, aged 14 to 30, are instinctively loo-
king for faith - faith in themselves, their future, their co-
untry and God [4, 206]. The increasing depth of the cul-
tural, spiritual and religious search, and the rising social
and political activity of young people are perhaps the
most critical factor of human development for Belarus -
as a state and as a society.
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Gender aspects of the Belarusian
lifestyle

Improving the situation of women arid ensuring the
equality of men and women is a question of human

rights and a prerequisite to social justice
Beijing Platform of Action

The state of the gender balance in society is a bench-
mark of its progress. The interaction of men and women
in society is not only a reflection of its economic advance-
ment and material wealth, but also a function of its cultu-
re, traditions and mentality. In modern society, men are
known to be less subject to discrimination on the
grounds of gender than women. Therefore, gender polici-
es in the modern world arc mostly policies that are aimed
at achieving the equality of sexes and providing equal op-
portunities to men and women. However, they should not
be approached as if they were made exclusively for wo-
men, as stable and effective social development is impos-
sible without equitable treatment of both sexes and a
gender balance.

This year has been marked by unprecedented atten-
tion to gender issues. The global community is celebrating
the fifth anniversary of the Beijing Declaration and Plat-
form of Action, adopted by the Fourth World Conference
on Women. By its nature, the Beijing Platform of Action is
in fact a document calling for the protection of the hu-
man rights of women. The analysis of the gender situati-
on in Belarus, contained in this chapter, is based on a se-
lection of strategic objectives and actions listed in the
Platform, noiably:

• Women and the economy;
• Education and training of women;
• Women and health;
• Violence against women;
• Women in government and decision making;
• Institutional mechanisms for the advancement of

women

Women and the economy

Women represent 53% of the country's population
and 52.4% of its work force. They constitute the majority
of the work force in sectors such as health care, physical
education, social welfare, education, trade and culture. In
the latter four sectors they account for 82.9%, 79.7%,

73.2% and 73.6%, respectively, of the total number of
employees. The decline in women's employment in vari-
ous manufacturing industries - with the exception of
transport - is also a positive development. To an extent,
the structure of women's employment reflects the tradi-
tional roles and occupations assigned to them by society.
Women's central role in raising children translates into a
high percentage of women in education, their traditional
position as health care providers in the family is reflected
in high rates of women's employment in health care, and
the central role played by women in caring for the sick
and disabled members of the family results in the domi-
nance of women in social services and welfare.

However, these are exactly the sectors that have al-
ways been funded as a last priority, affecting wage levels.
In a sense, this situation has led to a certain degree of pro-
fessional segregation, seen as a disproportionate number
of people of a particular sex employed in the worse-
paying professions. At the end of 1999, the male to female
wage ratio was 100 to 84.9. Wage disparities are the most
obvious in finance, credit and insurance, where women
make up 75% of all employed, while their wages average
as little as 71.4% of their male colleagues. This imbalance
is mainly the result of a low proportion of women mana-
gers (13.5%) and women lead experts (5.3%).

According to an opinion poll conducted by the
NOVAK agency, 11% of women have directly experienced
a situation of being paid less than men for the same work.
As many as 10.2% have seen this happening to their close
relatives and 14.5% to friends and acquaintances.

Poor working conditions for women is another big
problem. 31.9% of all women employees are working in
substandard working environments. However, most are
unwilling to leave their hazardous jobs for fear of losing a
source of relatively high income, the benefit of early reti-
rement and other privileges that come with employment
in dangerous conditions.

In this respect, improvements to the Belarusian labo-
ur law have brought some positive changes. The new La-
bour Code, enacted in 1999, contains a new article en-
titled "Regulation of employment of women and workers
with family responsibilities". This new article contains a
prohibition of women's employment in certain jobs, li-
mits night shifts and overtime hours and affirms the
rights of pregnant women in the workplace.

Women encounter greater difficulties than men in
exercising their right to work. Employment of a woman
implies the need to provide her with certain benefits and
social allowances. As a result, an employer would prefer to
hire a man, rather than a woman, and personnel cuts are
more likely to affect women than men. This tendency is
confirmed by the gender structure of unemployment.
Women represent 64-2% of the total number of un-
employed. In recent years, however, the proportion of
women unemployed has remained constant and has even
declined somewhat from 66.7% in 1997. But a typical
unemployed person is still a woman with upper-
secondary education, aged 20 to 34.

The majority of women unemployed lost their jobs as
a result of personnel cuts, enterprise closure or reorgani-
sation. Voluntary resignations by women, although less
common, arc not in fact voluntary in many cases. Accor-
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ding to opinion polls, the most common reasons for such
resignation are family situations (33-6%) and poor health
(13.6%). Opinion polls also suggest that nearly one-half of
all women who resigned voluntarily (47.2%)1 had done so
under pressure from their employers. Unlike women,
most unemployed men left their employers voluntarily,
and only 14.1% became unemployed as a result of person-
nel cuts.

Women have more difficulty than men in finding
employment. This statement is confirmed by data on the
period of unemployment for men and women. Only 5.1%
of unemployed women became re-employed within one
month of losing their previous jobs, while the proportion
of women who had been unemployed for six to twelve
months is 61.7%, and 32.1% of women unemployed have
been jobless for a period of more than one year.

The true motives for cessation or denial of employ-
ment for women arc obscure, because the reasons stated
by the employer are never directly related to the appli-
cant's or employee's gender. However, the personal per-
ceptions of women job seekers suggest that the problem
still exists. In the opinion of 26.8% of the women polled,
their job applications had been turned down because
they were below or above the age desired by the emplo-
yer, 13-9% because they had small children and 9.8% be-
cause of the employer's reluctance to hire a woman.

The presence of this problem is also confirmed by the
attempt of the law to regulate this aspect of employer-
employee relations. Under the Belarusian Labour Code,
an employer is required to provide a written statement of
the reason for not hiring an employee who is a pregnant
woman, has one or more dependent children aged under
three, one or more dependent children aged 3 to 14 or
disabled children below the age of eighteen. It was as-
sumed that this would make it easier for a woman to chal-
lenge her employer in court. However, this requirement
of the law has failed to provide effective protection for
women. As stated in the Belarus National Report on the
Implementation of the Beijing Platform, Belarusian courts
had considered only 29 lawsuits from women employees
from 1994 to 1999. In 17 of those cases, the rulings were
in favour of the plaintiffs.

Unemployment can effectively be reduced through
professional training and retraining programmes, promo-
tion of self-employment and support for the acquisition
of new trades and professions by the unemployed. Wo-
men have a higher interest than men in participating in
such efforts. In addition, 17% of unemployed women
would like to start up a business, preferably in sectors
such as personal services and public catering.

At present, the problem of women's unemployment
does not look serious, as the official rate of unemploy-
ment remains low. However, massive personnel cuts that
may result from further transformations in the economy
may eventually lead to the fcminisation of poverty and
pauperism. To counter this threat, a series of policy mea-
sures should urgently be proposed to address the gender
imbalance.

1 E.g. Re-employment of unemployed women - an opinion
poll conducted by the insitute of Sociology of the National
Academy of Science ("We, ihc Women" newsletter, Issue 14,
February-March 2000. p.l6)

The economic situation in the country is having an
impact on gender roles. Recently, there has been an in-
crease in the number of women who have become the
main breadwinner in the family. They are doing so by go-
ing into business or by seeking employment in the more
lucrative areas of economy. Of two alternative behaviour
strategies - to earn more or to economise - many wo-
men have preference for the latter. There is an increasing
number of women who choose not to work outside their
homes but to look after the family. This type of behaviour
is no longer considered by society as unacceptable, but
rather as a positive example for others to follow. The ab-
solute majority of women, however, still carry the double
burden of regular employment and work in the home. In
most cases, the woman has no free choice of her strategy
of economic behaviour, and has to make decisions de-
pending on the circumstances. It is only through econo-
mic growth and eradication of absolute want and poverty
that the woman would be able to make a truly voluntary
and free choice.

Education and professional training

The Belarusian Constitution guarantees equal access
to education for men and women. Article 32 expressly
mandates the provision of equal opportunities for men
and women to receive education and professional trai-
ning. There are 4,600 secondary schools, 14 private se-
condary schools, 346 vocational schools, 150 technical
colleges, and 42 state and private higher education insti-
tutions, all making this right a reality.

In genera!, education appears to be the best positio-
ned to ensure genuine equality of men and women. Bela-
rusian women are better educated than men. They consti-
tute more than one-half of all employees with higher edu-
cation and more than 65% of employees with upper-
secondary education.

Adequate gender balance is observed in secondary
education institutions, where 48.8% of students are girls.
Some imbalances are present in vocational and upper-
secondary education. In the academic year of 1999-2000,
young women represented only 36% of all students in vo-
cational schools, and in upper-secondary institutions
54-9%. The higher number of women in upper-secondary
institutions can be attributed to the fact that the latter of-
fer greater opportunity to receive higher education,
which becomes less accessible after graduating from a vo-
cational school.

In 1999, 26.4% of women aged 17 to 18 were admit-
ted to higher education institutions. 'lertiary enrolment
ratios among young women of this age group have been
rising in recent years - from 16.5% in 1991 to 22.2% in
1996. There were 110 women per every 100 men admit-
ted to higher education institutions in 1999.

Overall, women comprise 52.3% of all tertiary stu-
dents. However, the proportion of women is noticeably
lower at the post-graduate level. In the academic year of
1998-1999, only 42% of postgraduate students were wo-
men. In most cases, women take longer than men to de-
fend their candidate dissertations, which slows progress
in their academic careers. It is not surprising therefore,
that the proportion of women doctoral students is only
28%. The main barriers to the pursuit of an academic ca-
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recr by women result from starting a family and having a
first child. The average marrying age for women happens
to be at 22.2 years and coincides with the period of gra-
duation from a higher education establishment and ad-
mission to postgraduate programmes. This means that
women have fewer opportunities than men to receive
4ifelong education".

It is also remarkable that education continues to be
affected by persistent stereotypes about 'typically male1

and 'typically female' professions. In 1999, only 8.3% of
new admissions to departments of natural and applied
sciences at the tertiary level were women. Gender imba-
lances are particularly noticeable in training for profes-
sions such as child education, with 75% of women stu-
dents, textile and light industry ,wiih 84%, food industry,
with 79%, economics, with 69% and medicine, with 69%.
Only 17% of students at Belarus State University of Radio-
electronics and Computer Science are women, as op-
posed to 80% of women students at Belarus State Pedago-
gical University.

This distribution of professional roles deserves a care-
ful analysis. In the absence of any formal restrictions for
acquiring a 'male' profession, women often have to deal
with the pressure of popular opinion, which is accus-
tomed to see women as providers of health care, educa-
tion, food and clothing. This pressure narrows women's
professional and career choices and results in male or fe-
male domination in certain professional groups.

Education is itself a highly feminised profession. Even
here, major gender imbalances are observed among ma-
nagers and non-managers. Women represent 80% of all
employees in education, but just 47.7% among school di-
rectors.

At the tertiary level, women also constitute roughly
one half of all teachers and professors. Of them, 13.2%
have a doctors degree and 36.2% a candidates degree. Of
42 state higher education establishments, only 2 are
headed by women rectors.

One way of overcoming these imbalances is by intro-
ducing gender education. Work in this direction has al-
ready started. The private women's institute "Envila" con-
tinues to operate successfully. In 1999-2000, four higher
education institutions were teaching courses in gender
issues. All of these developments could be regarded as
small but important steps in the right direction. It is be-
lieved that courses in gender studies should become com-
pulsory for students in most areas, as this is the society's
only chance of overcoming gender stereotypes and sensi-
tising itself to gender problems.

Women and health

Women's life expectancy has exceeded that of men
for many years. In 1999, mean life expectancy at birth was
62.2 for men and 73-9 for women. In addition, the inci-
dence of chronic diseases and number of deaths due to
accidents, cancer and heart diseases and suicides was no-
ticeably higher among men than among women. This im-
balance can be attributed in many ways to the fact that
men arc generally more prone than women to alcohol
abuse, drug addition and smoking. In 1998, there were
332 diagnosed cases of alcoholism per 100,000 populati-
on in men and 52 in women. However it would be wrong

to assume that the state of women's health is appropriate.
Ever since 1991, a slow but steady growth has been recor-
ded in the incidence of active tuberculosis and cancerous
tumours in women.

In addition, women's reproductive health is also a
matter for concern. To women, the right to live - a fun-
damental right for any individual - is also the right to give
life to another human being. The term '-reproductive
health" generally includes sexual health, ihc opportunity
to make reproductive choices, family planning and safe
motherhood.

Fertility has been in steady decline in Belarus for a
number of years. According to the annual household sur-
vey, conducted by the Ministry of Statistics and Analysis,
60% of Belarusian married couples with children aged un-
der 18 have one child, 30.9% two children and 4% three
or more children.

The low birth rate suggests that Belarusian couples
control their fertility and spacing of children. Unfortuna-
tely, abortion still remains the primary method of birth
control, even though the number of abortions has fallen
by 36% in the last five years. However, this number still
remains extremely high. As of January 1999, there were
45.7 abortions per 1000 women. The high number of
abortions results from the poor culture of contraceptive
use, high cost of contraceptives and inadequate sexual
education.

It is of particular concern that there are 36.6 aborti-
ons per every 1000 women aged 15 to 19- Early abortion
and termination of a first pregnancy is always a risk to a
woman's sexual and reproductive health. Health profes-
sionals also believe that in addition to somatic disorders,
many women suffer from the post-abortion syndrome, af-
fecting nearly 50% of women who have their pregnancy
terminated. The symptoms of the post-abortion syn-
drome include insomnia, strong feeling of guilt, depressi-
on, and lower self-esteem.

Maternal and child maternity rates reveal a certain
positive dynamic. The number of maternal deaths per
100,000 live births went down from 26 in 1997 and 28 in
1998 to 20 in 1999. Infant morality rate has remained ge-
nerally stable at 11.3 infant deaths per 1000 live births,
the lowest figure in the former USSR.

However, the overall condition of women's health du-
ring pregnancy is a serious concern. According to the Be-
larus National Report on the Implementation of the Bei-
jing Platform of Action, 74.8% of pregnant women were
diagnosed with various diseases and disorders in 1999-
Anaemia (31%), thyroid gland dysfunctions (18.2%),
disorders of the urogcnitary tract (13%) and the circula-
tion system (9.8%) were some of the most common me-
dical problems. Worse still, the incidence of nearly all
types of health disorders in pregnant women has increa-
sed by an average of 3% above the 1995 level. This ine-
vitably leads to a greater number of infants being born
with health defects and medical problems.

Experts believe that the rise in maternal, and conse-
quently, infant health problems can be attributed mostly
to falling living standards and the deteriorating natural
environment. Changes in the structure and quality of nu-
trition, lack of adequate rest, limited access to essential
medication and rising stress - all consequences of falling
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living standards - affect the state of women's health, as
well as reproductive health. This is a dangerous trend, as
it results in every new generation producing less and less
healthy offspring, therehy creating a vicious circle.

Belarus is investing some effort in improving wo-
men's reproductive health by increasing the number of
medical establishments, improving family planning ser-
vices and through public education. However, public ex-
penditure on health has declined in recent years from
17.3% of total public expenditures in 1996 to 13-2% in
1999, while overall expenditures on gynaecologic care
and midwifery services have remained almost unchanged.
Bclarusian health care institutions employ 2614 gynae-
cologists (up from 2431 in 1995), and over 90% of preg-
nant women are under medical observation. But many
problems related to women's health remain unresolved,
and should be regarded by society as a first priority.

Violence against women

Violence against women is as obnoxious as it is wide-
spread. It is still a problem for every country. It has exis-
ted in the Belarusian society all the time, but became a
subject of public debate only recently. The Beijing Decla-
ration and Platform of Action has done a lot to break the
spell of silence around this issue.

It is customary to approach violence against women
as a violation of human rights and liberties. According to
international statutes, violence is not only an act that in-
flicts direct physical damage on the victim, but also any
act of psychological aggression that lowers the person's
dignity and self-esteem. The declaration on eradicating
violence against women, adopted by the UN in December
1993, defines violence against women as any gender-
motivated act of violence that causes, or may cause, suf-
fering or damage to the physical, sexual or psychological
health of the woman. Violence also includes a threat to
commit such acts or arbitrary restriction of the women's
freedom in public or private life.

According to sociologists,1 92.3% of Belarusian wo-
men have either witnessed scenes of violence or have
been directly involved in them. Almost one-third of the
women polled (29.4%) have been victims of physical
beatings at least once in their lives. The main perpetrators
are the spouses or close friends of the women victims,
making violence very much a part of the everyday routine.

The most frequent types of violence are unfair criti-
cisms (experienced by 74.4% of the women polled), swea-
ring and insults (64.9%), jealousy (62.5%), violation of pri-
vacy (45.8%), physical violence and infliction of bodiiy
harm (29-4%).

It is certainly not just women who become victims of
domestic violence. However, numerous opinion polls
point to men as the most likely perpetrators of violence
and women as its most likely victims. Responding to the
question "Who, in your opinion is more likely to become
the victim of violence?", 62.3% of the women polled
pointed to the wife and only 1.4% to the husband as the
most frequent victim of spousal abuse. Data on child

1 These and other data refer to an opinion poll conducted in
1999 among 1100 women aged 15 to 65. The poll was conduct-
ed in 1999 by the Women's Advisory and Educational Centre in
conjunction with NOVAK opinion poll agency.

abuse revealed a similar trend 16.5% of the poll partici-
pants stated that girls were more likely to be subjected to
domestic violence than boys, and only 4.6% shared the
opposite view.

Of all types of violence against women, rape is per-
haps one of the most brutal. In 1999, there were 17 re-
corded rapes per 100,000 women aged 15 to 59. How-
ever, their real number is presumably much higher, be-
cause women do not always report those assaults to the
police. According to an opinion poll, 3% of its women res-
pondents admitted to having being raped by a stranger,
acquaintance or their own husband

Women's protection against violence should be ap-
proached first and foremost as a legal problem. In Belarus,
it is addressed by the Criminal Code and several provi-
sions of the Administrative Code. Actions persecuted
under the Criminal Code range from murder to abandon-
ment in danger. The Code also criminalises a large num-
ber of sexual offences, such as rape, coercion into sexual
contact, maintenance of brothels, sexual intercourse or
sexual molestation of a person aged below 16.

Psychological violence against women is especially
difficult to prove. The Criminal Code contains provisions
that criminalises acts of psychological violence, such as
libel and slander (Articles 129 and 128), threatened mur-
der, battery and damage to property (Article 202).

Legal support and psychological counselling for vic-
tims can be extremely helpful in addressing the issue of
violence. Several women's nongovernmental organisa-
tions have established or arc in the process of establishing
crisis centres for victims of violence. Some of these NGOs
are the Belarusian Union of Women, the Belarusian Union
of Social Educators and Women's Independent Democra-
tic Movement. There is a need for a network of such
centres in order to make help timely and accessible for
those who need it.

Violence against women could also be addressed
through public education. There is a need for an informa-
tion policy that would reveal to society the true extent of
violence and eliminate the patriarchal view of the woman
as a weak and second-class citizen. It is also important to
educate the public about ways of preventing violence and
punishment for violent acts. Society should abandon the
stereotypes that violence against a woman is her own
personal problem to be resolved exclusively by herself or
her family.

The inaction of society, and sometimes the law en-
forcement authorities, often has a tragic outcome. Almost
one-half of all murders committed with extreme brutality
in the home are preceded by long periods of conflict and
hidden violence. This is the terrible price that society has
to pay for its indifference to this aspect of human life. In
this respect, the programme to control family rows, intro-
duced and implemented by the Belarusian police autho-
rities, seems very timely and appropriate. The programme
has helped identify and put on record 19,125 potential
instigators of family rows.

Trade in women and prostitution is another example
of violence. Trade in women is covert and presumably
taking place on a small scale. However, it is a real prob-
lem, whose origins lie in the economic crisis and its nu-
merous attributes, such as difficulties finding employ-
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mcnt, low wages and real incomes. Recruitment methods
are extremely varied, and include bogus marriages, or of-
fers of employment as dancers in variety shows, waitres-
ses or fashion models. Many women who aeeept those of-
fers are coerced into prostitution, become sex slaves and
have their passports and identification taken away by
their captors. According to a poll conducted in 1993 by
the Institute of Sociology of the National Academy of
Sciences, only 4.3% of those willing to work abroad were
fully informed about those dangers. Such ignorance in-
creases the migrant women workers' risk of becoming
victims of illegal human trafficking.

The Department of Morals and Illegal Drug Traf-
ficking, established at the Ministry of Interior in June
1999, was vested with the authority to investigate and
persecute individuals who recruit women prostitutes, and
organise or run brothels. In addition, the new Criminal
Code, which was enacted in 1999, but has not yet taken
effect, calls for criminal persecution of actions such as hu-
man trafficking, with intended sexual exploitation of wo-
men being regarded as an aggravating circumstance.
Sexual or other exploitation is also regarded as an ag-
gravating circumstance in cases involving criminal
charges of abduction.

Women's participation in government and
decision making

A balanced gender policy calls for equal participation
of men and women in political decision-making. Wo-
men's representation in supreme legislative, executive
and judicial bodies is an important measure of their ad-
vancement in this area.

There are just five women deputies in the National
Assembly, representing 4.5% of the total number of depu-
ties. Women, who represent roughly one-half of Belaru-
sian voters, are effectively deprived of effective represen-
tation in Parliament. It is true that men, too, can advocate
women's interests. But it is also true that even in countries
with a much better gender situation than in Belarus, male
politicians do not always have a clear understanding of
women's issues and are not sensitive enough to the gen-
der impact of the legislation that they enact. It is believed
that the minimum proportion of women in govcrnmeni
that ensures proper gender balance of decision-making is
30%.

Gender quotas were applied, at the president's behest,
in forming the upper house of parliament, the Council of
the Republic. Although not provided for in the Constitu-
tion, this principle has made it possible to increase the
proportion of women deputies in the house to 30%.
However, these women deputies have not succeeded in
forming a consolidated political platform. They have also
failed to make themselves known to the general public, or
become leaders of public opinion.

Women's participation in government tends to in-
crease down the power hierarchy. The local elections in
the spring of 1999 brought 8827 women into local Sovi-
ets. As a result, women took 37% of seats in local legisla-
tures.

Women's participation in the central government re-
mains exceptionally low. According to experts, the most
influential positions in the executive power are those of

ministers, deputy ministers and heads of units. There has
been only one woman minister in recent years - the
Minister of Social Welfare. Ten women are serving as
Deputy Ministers. Women represent one-third of the
Council of Ministers support staff, but only one woman
holds the position of head of section. Women constitute
the majority of staff in all ministries and agencies, with
the exception of the Ministry of Interior, the Ministry of
Defence and Ministry of Foreign Affairs. The Ministry of
Statistics and Analysis has the greatest proportion of wo-
men employees (around 90%). However women emplye-
es in ministries are mostly doing routine jobs and are ge-
nerally not involved in making strategic decisions.

Women have no visible impact on foreign policy.
Only two women are serving as ambassadors in foreign
countries. Women employees represent 20% of the staff of
the Belarus Foreign Ministry.

In regional governments, women are typically in
secondary positions. There is not a single woman chair-
man of an oblast executive committee, but 21.3% of all
deputy chairmen of oblast executive eommittees are wo-
men. As of December 1998, women occupied only 6.6% of
managerial positions in the economy and represented
1.4% of all lead specialists.

Women are relatively well represented in the judicial
system. There are five women judges at the Constitutional
Court. The proportion of women is the highest among
members of the Bar (62%) and notaries (93-4%).

When writing this report, the authors polled 50 wo-
men leaders and activists of NGOs, public servants, re-
searchers and journalists. The women were asked to
name the barriers that prevented greater participation of
women in government and decision making. The answers
were as follows:

• Men's reluctance to share political power (men's
corporate culture): 79%;

• Gender stereotypes (e.g. "womcn cannot manage
the state" or "politics is not for women"): 78.4%;

" Excessive work loads on women in the home and
in the workplace: 64%;

• Different starting opportunities for men and wo-
men: 47%.

Women can participate in decision making by acting
through political parties and public associations. There is
still only one women's political party, "Nadeya". Hut there
is also a tendency to establish women's leagues in other
political parties, including the Belarus Social Democratic
Party "Popular Alliance", United Civil Party, Belarusian
Popular Front Party, and Liberal Democratic Party.

There are 17 women's NGOs having the status of na-
tion-wide organisations and registered with the Ministry
of Justice. Some of the most numerous NGOs are the Be-
larusian Women's Union, Belarusian Association of
Working Women, Belarusian Association of Young Chris-
tian Women and the All-Belarusian Women's League.

Working in partnership with the rest of the third sec-
tor, as well as among themselves, women's organisations
are contributing to the growth of the civil society in Bela-
rus. However, women's organisations still represent less
than 2% of the total number of NGOs.

Despite their small number, women's NGOs still play
a leading role in bringing gender issues to the public
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agenda. They have been instrumental in drawing the at-
tention of the Belarusian public to the Beijing Platform of
Action. From 1999 to 2000, women's NGOs have conduc-
ted numerous seminars. The seminars covered subjects
such as "Strategies for protecting women's rights", "Wo-
men's rights in the workplace", Strategies for women's
rights protection and the law", and "No to family violen-
ce". Around 1500 women have attended these seminars.

Today, women's NGOs are focusing on the following
thematic areas:

• Human rights and political participation;
• Support for women's professional and business ac-

tivity;
• Social work and social services;
• Eliminating violence against women in the family.
Women's NGOs have succeeded in establishing re-

search and advisory centres to conduct an in-depth study
of gender issues. These include the Gender Research
Centre at the European Humanities University, the Wo-
men's Educational and Advisory Centre and the Gender
Research Unit at the Private Women's University "Envila".

The women's movement in Belarus is also facing a lot
of difficulties. One difficulty is created by the state's policy
of selective support for women's NGOs that declare and
maintain loyalty to the state. This policy increases divi-
sions within the third sector and creates mistrust, suspici-
on and unnecessary competition.

There is no legislation offering tax reductions to po-
tential sponsors, as the law "0n Charitable Activities" is
still under discussion. At present, all donations to NGOs
are taxed. There is also no system to provide competitive
government grants to NGOs for the support of civil ini-
tiatives.

The situation is further complicated by the growth
problems experienced by the NGOs themselves. Many
lack a clear understanding of the specifics of women's
NGOs. Unhealthy competition for resources and authori-
tarian leadership styles are also quite common.

As Belarus is preparing for parliamentary elections,
women's political consolidation is as important as ever. On
the eve of the elections, many women with experience of
running for parliament in 1995 and 1996 confirm that, in
addition to tough electoral competition, they also had to
deal with discrimination on the basis of their gender. For
example, some of their male competitors had mounted
personal attacks against them and publicly doubted their
ability to address matters of public concern. In [his con-
text, consolidation of women's NGOs would be a useful
strategy. Possible areas of partnership may include running
counselling and legal support centres for women candi-
dates, or public information and education campaigns.

Institutional mechanisms for the advancement
of women

Success in achieving equal rights and opportunities
for men and women depends on a viable network of state
and public institutions to develop and implement gender
policies.

Some of those institutions, active within the execu-
tive power and legislature, include:

• Commission for Social Affairs of the Council of the
Republic;

• Commission for Labour, Social Issues, Health Care,
Sports and Physical Education of the House of Represen-
tatives;

• Department of Social and Cultural Policies of the
Council of Ministers;

• Department of Targeted Social Assistance and Gen-
der Issues of the Ministry of Social Welfare.

This list suggests that women's issues continue to be
seen as being related to social welfare. In the minds of
top-level government officials, women are still a group
that is need of social support and targeted assistance. Al-
though women are indeed a socially vulnerable group,
they cannot be helped by continuous support. Such a pol-
icy would only worsen their social segregation and perpe-
tuate gender inequality, seen merely as a necessary evil.
Instead, it would be far more useful to focus on women's
greater involvement in decision making, creating equal
conditions and opportunities for men and women and
expanding women's choices. The true purpose of gender
policies is not to favour women, but to promote gender
equality.

Achievement of this goal depends on the application
of an interagency approach to gender policies. In 1996,
Belarus adopted a national plan for the advancement of
women for the period 1996-2000. The plan is based on
the Beijing Platform of Action. The national programme
"Women of the Republic of Belarus", launched that same
year, called for actions to improve women's competitive-
ness in the labour marked and participation in govern-
ment, as well as to protect the mother and child, streng-
then the family, address the social and psychological
problems of women and facilitate their adjustment to the
new economic environment. The initial results of those
activities have been discussed in the Belarus National
Report on the Implementation of the Beijing Platform of
Action.

The National Gender Policy Council, created in 2000,
is another attempt to bring gender issues to the national
agenda. However, its impact is difficult to assess, as it has
hardly started to operate. Most of the Council's members
are managers of local and central departments of social
welfare. Regrettably, there arc too few representatives of
women's NGOs. However, the status and powers of the
Gender Policy Council suggest that it has at least some
potential to promote gender equality in Belarus.

The natural and living
environments

Sustainable human development is not achievable
without a stable biosphere, and the impact of economic
activity on the biosphere should not, in the terms of V. G.
Gorshkov, exceed the "threshold of disturbance".
Contrary to this principle, the whole history of human-
kind is that of economic growth and gradual destruction
of the biosphere. The changes in the economy and en-
vironment have been the greatest in the 20th century. It
has been estimated that only one-third of the planet's sur-
face area has been unaltered by human activity. The last
hundred years have seen the growth of a global economic
subsystem within the earth's eco-systcm, which has ex-
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panded by several orders of magnitude, mostly at the ex-
pense of the natural environment.

The standard of living is generally measured in terms
of GDP per capita and a number of other indicators that
derive from it. However, the quality of life, which is an es-
sential prerequisite to a conducive living environment,
depends on the degree to which the individual's material
and spiritual needs are met. The most basic needs include,
among others, housing, food, clothing, a healthy environ-
ment, personal security, opportunities for intellectual de-
velopment, and access to nature. A favourable natural en-
vironment is key to a healthy and fulfilling life.

The UN Conference on Environment and Develop-
ment, which convened in 1992 in Rio, and the 1994
World Population Congress in Cairo reaffirmed the un-
severable link between socio-economic advancement, de-
mography and the environment.

In this context, the deepening of environmental
problems, observed throughout the last several decades,
has not been unexpected. The underlying reason lies in
the excessive development of resource-intensive and was-
teful industries, dependent on the import of raw materi-
als and export of finished products. Too much emphasis
on production, and failure to take appropriate steps to
protect the environment and save resources, are the pri-
mary causes of the environmental crisis in Belarus.

At present, Belarus is facing a number of serious envi-
ronmental problems:

• One-fifth of its territory has been contaminated by
radioactive fallout. Radioactive contamination has affec-
ted 22% of Belarus' agricultural land and 21 % of its forests,
resulting not only in the lower quality of its natural re-
sources but also in high expenditures on minimising the
dangers of radiation;

• Atmospheric pollution exceeds permitted levels in
cities with a high number of environmentally hazardous
industries and motor vehicles;

• Massive drainage of wetlands has transformed the
river basins and undermined the water balance in many
rivers. As a result, many small rivers and brooks have dis-
appeared;

• Water pollution index has increased across the
board, despite an overall decline in the amount of waste
released into rivers, suggesting problems in the water sys-
tems' ability to cleanse themselves;

• Pollution has reached dangerous levels due to high
amounts of industrial and household waste released into
some of the nation's unique water systems, such as Lake
Naroch, Lake Svityaz, Braslav Lakes and Blue Lakes;

• Natural landscapes are being altered due to tech-
nogenic impact;

• The state of the environment in rural areas is a
matter of particular concern, due to the long-term effects
of pollution by large animal farms, excessive use of che-
micals and heavy agricultural machinery, allocation of fer-
tile land to non-agricultural uses, anthropogenic land
erosion, drying out of forests and careless drainage of
wetland areas.

Radioactive contamination remains the most serious
environmental concern, affecting 2.2 million people liv-
ing in over 3600 settlements (including 27 cities), located
in radioaciively contaminated areas. Gomel and Mogilev

Oblasts have been the hardest hit. Radioactive contami-
nation has affected 68% of the territory of Gomel Oblast
and 35% of Mogilev Oblast. In Brest. Grodno and Minsk
Oblasts, the proportion of radioactively contaminated
territories is 13%, 7% and 5%, respectively, and in Vitebsk
Oblast, it is less than 1%.

The effort to eliminate the after-effects of the Cher-
nobyl catastrophe, the largest ever peace-time nuclear
disaster, has been extremely costiy. 135,000 people have
been moved to cleaner areas. 415 settlements, 287 indus-
trial facilities, 607 schools and kindergartens and 95 hos-
pital and other health care establishments have been
closed, together with a large number of public catering,
trade and service outlets. A considerable portion of radio-
actively polluted areas has been removed from agricultu-
ral use and made part of the so-called exclusion zone. A
large volume of research performed by Belarusian scien-
tists has shed light on the patterns of radioactive conta-
mination, the impact of radioactive fallout on the soil,
water, atmospheric, the flora and fauna. The effect of ra-
diation on people's health has also been studied, and as-
sessments have been made of the socio-economic cost of
the Chernobyl accident, which, according to some esti-
mates, may reach $235 billion by 2015.

Belarus has developed slate programmes to eliminate
or minimise the effects of the Chernobyl accident, and a
number of laws and government directives have been
enacted As a result, radioactive contamination of air is
within the norm in most Belarusian cities. However, seve-
ral problems have arisen. As the concentration of the
long-lived Cesium-137 and Stroncium-90 isotopes, as
well as several transuranium elements, remains high in
nearly all ecosystems, the decay of Plutonium-241 is
generating, increasing amounts of Americium-241, there-
by compounding the risk of radioactive pollutants en-
tering the food chain. The content of Americium-241 is
expected to peak by 2050, at which point its activity will
be twice as high as that of Plutonium-239 and 240. By
that time, the release of alfa-irradiation from transura-
nium elements may increase twofold.

The most adverse effect of radioactive contamination
is on the health of the Belarusian people, especially those
living in Chernobyl-affected areas. There, the incidence of
tumours and diseases of the endocrine and circulation
systems has been rising steadily year after year. Overall,
the population exposed to radioactive contamination -
including 530,000 children and teenagers - is more vul-
nerable to disease than the people who live in unconta-
minated areas.

The incidence of thyroid cancer has ranged from 2.1
to 3-2 cases per 100,000 child and teenage population,
compared to no more than 0.5 cases in the rest of Europe.
Congenital and genetic disorders, attributed to the after-
effects of the Chernobyl disaster, account for an increas-
ing proportion of the infant morbidity statistics. Morbi-
dity rates have also begun to rise in the less contaminated
areas of Belarus.

As the size of the urban population is constantly ri-
sing, atmospheric pollution is increasingly becoming a
problem, especially in large industrial cities of Belarus.
The degree of atmospheric pollution is being monitored
constantly in 16 cities. In addition to regional capitals,
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FIGURE 2.7

such monitoring also covers Bobruisk, Mozyr, Novogru-
dok, Novopolotsk, Orsha, Rechitsa. Pinsk, Polotsk, Soli-
gorsk and Svetlogor.sk, which are home to nearly two-
thirds of the entire urban population. The State Commit-
tee for Hydrometeorology is operating fifty permanent
stations, which take samples of atmospheric air in those
cities three or four times per day to measure the content
of 26 different pollutants. In the neighbourhood of large
enterprises, highways and inside the living quarters, the
state of atmospheric air is being monitored by the local
centres for Hygene and Disease Control of the Ministry of
Health.

Air quality is assessed on the basis of standards intro-
duced by the Ministry of Health, stating maximum per-
mitted concentrations of various types of pollutants. In-
ternational air quality standards are also applied in the
form of WHO recommendations. Changes in the degree
of atmospheric pollution are assessed on the basis of the
integral atmospheric pollution index. The index is calcu-
lated separately for every location by measuring the con-
tent of the five most typical pollutants, notably, dust, sul-
phur dioxide, carbon dioxide, nitrogen dioxide and for-
maldehyde. The calculation takes into account the danger
of each pollutant, applicable air quality standards and
average atmospheric pollution levels. The degree of
atmospheric pollution is considered high if above the
national average or if the Atmospheric Pollution Index
exceeds 7, excessive if the concentration of pollutants has
exceeded the maximum permitted levels at some point
during the year, and low if the average annual content of
pollutants has been at or below the normal standards of
air quality. In recent years, the highest atmospheric pol-
lution indices have been recorded in Mogilev (8.8-10),
Mozyr (7.8-8.6), Bobruisk (6.3-7.7), Gomel (4.5-7.1),
and Vitebsk (5.8-8.3). In Mogilev, the Atmospheric Pollu-
tion Index has exceeded the national average for several
years in a row.

The primary sources of atmospheric pollution are
motor vehicles, energy facilities and industrial enterprises.
In 1999, road transport contributed 73.7% of atmosphe-
ric pollution, while 26.3% came from stationary sources.
The amount of dangerous chemicals released by those
two sources was 1,047,000 tonnes and 374,000 tonnes,

respectively. Carbon monoxide accounted for the largest
share of all atmospheric pollution (55.3%), followed by
sulphur dioxide (11.5%), hydrocarbons (10.2%) and nitro-
gen oxides (10.1%).

In addition to local sources, some atmospheric pol-
lution conies from neighbouring states. According to the
Ministry of Nature, external sources account for 84 to
86% of the total amount of sulphur compounds, 89-94%
of nitrous oxides and 38%-65% of reduced nitrogen ab-
sorbed by Belarus.

Although the release of pollutants, and consequently,
their content in atmospheric air, have declined in recent
years, (fig. 2.7) air quality remains an issue for most Bela-
rusian cities. Last year, excessive pollution levels were
regularly recorded in Mogilev, Minsk, Svetlogorsk, Novo-
polotsk and Vitebsk. As a result, up to 2.14 million Bela-
rusians may have been exposed to the dangerous effects
of high air pollution, which sometimes exceeded maxi-
mum permitted levels by five to nine times.

Despite a fair supply of water resources, many experts
and members of the general public are concerned about
the impact of human activities on water quality. Belarus'
overall water supply is 175 cubic metres per square kilo-
meter, or 3,400 cubic metres per capita, compared to
2,600 in the United Kingdom. 900 in Belgium and Luxem-
bourg, 2,000 in Bulgaria, 800 in Hungary, 1,300 in Ger-
many, 2,800 in Italy, 2,200 in Poland, 1,000 in Ukraine and
1,800 in the Czech' Republic.

In 1999, household and commercial water intake was
only 5.4% of the average annual runoff (excluding water
transit), or 185 cubic metres per capita. Water intake has
declined 1.5 times below the 1990 level (8.5% of the
average annual runoff, or 281 cubic metres per capita).

Despite favourable water supply statistics, water qua-
lity remains an issue, despite reduced drainage and ongo-
ing renovation of water purification facilities.

The State Committee for Hydrometeorology is oper-
ating a permanent network of measuring stations to as-
sess water quality in different parts of the country. The
network covers 78 rivers, lakes and water reservoirs at
105 different settlements. More than fifty different cha-
racteristics of water quality are monitored, including con-
centration of salts and gases, biogenic components and
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major pollutants coming with waste water. The overall as-
sessment of surface water quality is made on the basis of
the water pollution index. The index is calculated as a
sum of the ratios of actual to maximum permitted con-
centrations of the most typical pollutants divided by six.
Typical pollutants include oxygen, BPK5. ammonia and
nitrate nitrogen, oil by-products and phenols.

Most Bclarusian rivers are moderately polluted, with
the water pollution index ranging from 1 to 2.5. Portions
of some rivers are ranked as excessively polluted, notably,
the river Svisloch below Minsk, the Dnieper below Mogi-
lev and Bykhov, the river Uza below Gomel and the river
Loshytsa within Minsk.

Recently, the water pollution index has increased in
many rivers, despite falling amounts of waste water relea-
se. This suggests higher rates of secondary pollution and a
decreased capacity of bodies of water to dissolve, disper-
se, or recycle waste. Proper processing of waste water nor-
mally requires at least a ten to twelve-fold dilution. Unpu-
rified waste water, by contrast, of which 26 million cubic
metres were released in 1999 alone, require a fifty-fold di-
lution.

The state of subsoil water is also an issue, as it is the
main source of fresh water supply for many Bclarusians
and has a major effect on their health and quality of life.
Due to high sediment porosity, subsoil water is poorly
protected from surface contamination, resulting in higher
concentrations of mineral salts, chlorides, sulphates, as
well as ammonia and nitrate nitrogen.

Regular monitoring of radioactive water contamina-
tion reveals normal concentrations of radioactive sub-
stances in surface and subsoil water. The concentration of
those substances is the highest in stagnant waters and
bottom silt. The concentration of Stroncium-90 and Cesi-
um- 137 in rivers in the south of Belarus has decreased
more than 20 times since the Chernobyl explosion, but
increased in lakes and water silt. There has been no reli-
able evidence suggesting radioactive contamination of
subsoil water.

The state of the natural bodies of water calls for bet-
ter water purification techniques, more water conserva-
tion areas as well as effective measures to prevent pollu-
tion by large animal farms and reduce water intake thro-
ugh recycling.

Large-scale drainage of wetland areas, conducted for
many years, has undermined the natural balance of Bela-
rus' ecosystems. Performed on 3,413,400 hectares (16.4%
of Belarus' territory), irrigation has transformed the water
basins and flow in many rivers. More than 1,600 small ri-
vers have been affected by irrigation. In most cases, their
river beds were straightened, transforming them into
canals. The length of those canals was more than ten
times the length of the original river beds, undermining
the water balance in vast stretches of land (especially in
the woodland area of Polessye). Changing surface water
levels and flow speeds in some basins lowered the subso-
il water levels, eliminated a large number of small rivers,
drained numerous wells in many villages and led to many
other adverse effects.

As a result of irrigation, wetland areas shrunk by 40%,
undermining their role as a factor of stability in the bio-
sphere and the ecosystems. According to experts from the

Institute of Ecology and Natural Resources of the Nati-
onal Academy of Sciences, sustainable exploitation of
wetlands and peat deposits would depend on the re-
sumption of wetland formation. One way of achieving
this would be to swamp the exhausted peat deposits. This
would restore natural balance in existing Belarusian wet-
lands, which, along with the forests, effectively serve as a
source of fresh air for the whole of Europe.

The transition to intensive crop farming between the
1970s and 1990s, which was performed mostly through
increased use of chemicals and agricultural machinery, led
to certain increases in crop yield and land fertility, but
also deteriorated the ecological condition of the soils. Ac-
cording to various studies, 41-5% of Beiarusian arable land
are approaching dangerous levels of erosion. Excessive
use of lime on acid soils has resulted in high calcium con-
tent in at least 3% of agricultural land. High calcium con-
tent inhibits the growth of calciephobic crops, such as
flax, potatoes and lupine. Overuse of mineral fertilisers in
the late 1980s led to excess amounts of biogenic elements
in at least 6% of arable land. This results in high nitrate
content in the crops. High pesticide concentrations, re-
sulting from many years of excessive use, are having a ne-
gative impact on the health of people and all other living
creatures.

Adverse technogcnic impact on natural landscapes is
another serious environmental issue for Belarus. The root
of the problem lies in failure to ensure complete extrac-
tion of the mineral from the ore, and its inadequate pro-
cessing. As a result, large amounts of waste are being piled
up in territories suitable for agricultural use. The piling up
of this waste leads to sandstorms and contributes to the
pollution of soils, surface water and atmospheric air. Huge
deposits of unprocessed waste result in an 8-10% loss of
agricultural output, disrupt ecological balance and are a
threat to public health.

Up to 700 million tonnes of industrial waste have
been accumulated to date. Stored in makeshift dumps,
they are often a source of atmospheric, soil and water
pollution. But content of many valuable substances
makes numerous types of this waste good recycling mate-
rials. There are approximately 800 different sorts of waste,
including halite, clay and salt slirne (mostly in Soligorsk
potassium mines, representing 79.3% of the total amount
of solid waste), phosphogypsum, moulding sand, lignite,
waste generated by the food industry, etc.

Only 18.4 of solid waste is being reused, most of
which is lignite. However, the most widespread type of
solid waste - salt and clay slime - is not being recycled at
all. Food processing waste has the highest recycling rate
(67.4%), along with paper and cardboard waste (76.0%),
and glass (74-9%). Over two million tonnes of solid house-
hold waste is being generated every year. Much of this
waste is deposited in municipal dumps, occupying a terri-
tory of 815 hectares, and only four per cent is being recy-
cled in the experimental plant "Ecores" in Minsk. There
was a total of 267 kilogrammes of solid household waste
per every city dweller in 1999, up 15 kilogrammes from
the 1998 level.

It is believed that public health has been the hardest
hit by increasing anthropogenic pressures on the envi-
ronment. The state of public health may be regarded as an
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TABLE 2.16

integral indicator of the quality of life in a human popu-
lation. According to medical statistics, the average life ex-
pectancy of the rural population declined by 2.6 years
over the twenty-year period from 1970 to 1990, of which
16 years preceded the Chernobyl nuclear accident. Much
of this decline is attributed to increased contamination
by various chemicals used in agriculture, as well as to hig-
her consumption of nitrates with drinking water from
wells. Approximately 75% of the wells surveyed in recent
years were found to have been contaminated by nitrates.

The state of the natural environment has also affected
the health of the urban population, especially in cities
with large industrial enterprises (such as Bobruisk, Vi-
tebsk. Gomel, Mogilev, Mozyr, Polotsk and Novopolotsk).

Air pollution is the biggest environmental problem
for large cities, affecting the incidence of diseases of the
respiratory system, cancer, allergies, and immune defi-
ciency problems, especially in children and teenagers.

The present state of the environment affects the stan-
dard of living and restricts economic development. It is
the degree of environmental security that is becoming the
measure of a society's advancement along the path of ci-
vilisation. The world community has come to the conclu-
sion that GDP growth is not the only benchmark of a na-
tion's prosperity. Sustainable human development, and a
higher quality of life that it brings about, depend greatly
on the state of the environment. According to the World
Health Organisation, 20 to 30% of all diseases diagnosed
on the planet can be attributed to the worsening state of
the natural environment.

The decline in industrial output, that has taken place
since 1990, has somewhat reduced the anthropogenic
load on the natural environment. In this respect, losses to
environmental degradation and depletion of natural re-
sources is a good Integral indicator that may shed light on
the true extent of such a load. An attempt to assess the
economic cost of environmental damage was first made
by the Institute of the Economy in 1994. At that time the
assessment covered only stationary sources of pollutants,
which release less than a quarter of hazardous chemicals.
Work in this direction continued in 1999, and revealed
the dynamics of economic losses to environmental da-
mage from conventional sources and the economic im-
pact of radioactive contamination from 1995 to 1998.

The economic cost of atmospheric and water polluti-
on totalled 25,905.8 billion roubles in 1998. Water pollu-
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tion accounts for 54.4% of this cost, and atmospheric pol-
lution 45.6%.

After a period of decline (from 4.9% of GDP in 1990
to 3-2% in 1996), the cost of environmental damage
began to increase in 1997 in both absolute and relative
terms (table 2.16). This dynamic can be attributed to the
resumption of economic growth and the resulting in-
crease in the scale of environmental pollution.

However, the rise in the overall cost of environmental
damage was noticeably faster than the increase in GDP.
From 1996 to 1997, it had gained 14.8%, while GDP had
increased by only 11.4%. From 1997 to 1998, it rose by a
further 28.4%, and GDP by only 10.4%. These figures illus-
trate the inefficiency of environmental protection, as well
as inadequate control over the release of pollutants and
the state of the purification equipment. They also suggest
a disproportionately high environmental cost exerted by
industry per every unit of production.

It should be borne in mind that the assessment of the
Institute of Economy did not include losses caused by di-
rect pollution and depreciation of land and mineral de-
posits, which may represent up to one-third of the overall
cost of environmental damage. It is also alarming that the
assessment of the damage caused by just two types of en-
vironmental pollution - of air and water - was already
high enough, at 3.8% of GDP.

In advanced market economies environmental da-
mage is estimated at 2% to 7% of GDP, and in Russia it
stood roughly at 15-17% of the GDP in 1990. In terms of
environmental damage, Belarus thus ranks among the
world's most advanced market economies. But unlike
these countries, which invest 3 to 6% of their GDPs in en-
vironmental protection, Belarus spent only 1.9% on the
protection of atmospheric air and another 1.6% on the
protection of water resources in 1999, which is substan-
tially below international standards. Experts also suggest
that Belarus' environmental expenditures should be com-
parable to the assessment of economic losses to environ-
mental pollution. As Belarus presently cannot afford to
spend this amount for economic reasons, it will have to
spend a much higher proportion of its national income in
the future to minimise the negative environmental im-
pact of human activity.

The radical way of addressing environmental issues is
by introducing resource-saving and low-waste technolo-
gies. Industrial countries arc making a lot of effort in this



area, because investments in such technologies normally
pay back within one to five years and reduce the demand
for material inputs per unit of production. These two fac-
tors make these expenditures economically sound and a
benefit to society. By contrast, the economic planning
and funding system in Belarus makes it more profitable
for enterprises to install purification equipment at go-
vernment expense than to invest considerable amounts
of equity capital in environmentally friendly technologies.
However, investments in such technologies will make it
possible to reduce environmental protection costs three
or even four-fold, by eliminating the need to purchase
and install purification equipment, which is a much more
costly option.

The assessment of economic losses to radioactive
contamination included direct and indirect damage re-
sulting from the exposure of natural resources and eco-
systems to radiation, lost revenue due to full or partial
cessation of economic activity in such ecosystems, additi-
onal expenditures on the monitoring of radioactive con-
tamination levels, and the cost of reducing radioactive
contamination levels in the finished product to meet na-
tional quality standards. Such losses are estimated at 213.5
trillion roubles, an amount that equals 97.7% of the 1998
national budget. Overcoming the aftermath of the Cher-
nobyl disaster will thus remain a heavy burden for Belaru-
sians for many generations ahead.

It is quite remarkable that the last decade of the 20th
century witnessed the start of the effort to create a new
mechanism that would create economic incentives for
enterprises to protect the environment effectively. Work
in this direction has continued despite some serious
socio-economic and environmental problems. It has been
supported by a number of laws aimed at promoting and
supporting market relations in environmental protection.

These are the laws that introduced charges for the
exploitation of natural resources, such as the laws "0n
Charges for Land Use" (1991), "On Taxation of Natural
Resource Exploitation" (1991) and "On Industrial and
Consumer Waste". The law "On the Right to Own Land",
enacted in 1993, was another step towards equality of all
forms of ownership for land and effective protection of
land quality. Amendments to this law, enacted in 1997,
increased the number of entities and individuals entitled
to land ownership.

Recent legislation is certainly a significant step ahead
in improving the management of environmental protec-
tion efforts. More legislation is required, however, to en-
sure proper environmental protection in the process of
privatisation, introduce environmental insurance and
create a mechanism to cover the cost of environmental
damage caused by violations of environmental laws.
Changes may be necessary to banking laws to make sure
that environmental issues are taken into consideration
when extending loans to borrowers.

The present environmental policy is reflected in the
socio-economic development plaas and other docu-
ments drafted and implemented under the law "0n State
Forecasting and Socio-economic Development Program-
mes".

The 1996 National Sustainable Development
Concept - the first in its kind - is a key environmental

and economic document designed for a fifteen-year peri-
od. The content of this strategy was discussed in detail in
the 1997 National Human Development Report.

Specific sustainable development targets with respect
to the environment have been outlined in the National
Programme for Sensible Resource Exploitation and Envi-
ronmental Protection for the period 1996-2000. The Go-
vernment Science and Technology Programme "Natural
Resource Exploitation and Environmental Protection"
proposes scientific and technical approaches to addres-
sing environmental issues. Similar targets are defined in
the five year programme "Resourcc Saving", extended un-
til 2005, the State Programme for Protection and Efficient
Use of Land, State Programme to Minimise the Impact of
the Chernobyl Nuclear Accident for 1996-2000, and se-
veral other industry and regional programmes that cover
different time periods.

Belarus has effectively established a nation-wide envi-
ronmental and economic forecasting system governed by
the appropriate laws. However, these laws could not be
implemented without adequate economic, financial and
human resources. The present law is still far from meeting
those requirements, as many of its provisions remain dec-
larative and do not put in place the institutional mecha-
nisms needed to protect the right of the individual to a
safe living environment, full information about the envi-
ronmental situation, and compensation for health da-
mage. On the other hand, knowledge-based environmen-
tal programmes cannot be implemented because of
financial and economic instability, high and unpredic-
table inflation and the budget deficit.

Government control agencies reporting to the Mi-
nistry of Environment and numerous public associations
- such as the Belarus Environmental Union, Belarus Soci-
ety for Environmental protection, Youth Ecological Mo-
vement, Youth Sodo-Ecological Association "Chernobyl",
Association of Professional Ecologists, the Bclarusian Gre-
en Party, and numerous others - can do a lot to help en-
force environmental protection laws. However, the natu-
ral environment could not be protected just by enforcing
the laws. It is essential to educate the public about the
need for a careful approach to exploiting nature's riches.
Such education should be done in the spirit of respect for
the laws that exist to protect them and intolerance to
waste. Environmental laws should be supplemented by
economic tools and networks of continuous environ-
mental education that covers all levels, from kindergarten
upwards. Only then could the environmental protection
laws work effectively, and environmental programmes he
implemented to the letter.

The constitutional right to a safe natural environment
could not be protected without international coopera-
tion in environmental issues. The natural environment of
Belarus is an integral part of a global environmental sys-
tem. Protection of the ozone layer, prevention of climatic
change, reduction of cross-border environmental pollu-
tion and numerous other tasks could not be addressed by
any single country in isolation from the rest of the inter-
national community Bilateral and multilateral agree-
ments is one of many ways in which such partnership can
take place. Belarus has signed the Convention on Cross-
border Atmospheric Pollution, the Montreal Protocol, the
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UN Biodiversity Convention and numerous other interna-
tional agreements. Several national documents have been
drafted as a follow-up to these conventions, including the
draft programme "Protection of the Atmosphere". Guided
by its international commitments, Belarus has performed
an assessment of factors contributing to the release of
heavy metals into the atmosphere, taken steps to limit the
exportation and importation of substances destroying the
ozone layer and compiled a data base on the importers
and users of such substances in Belarus.

Acting in the spirit of the Biodiversity Convention,
Belarus has joined the process of creating a Europe-wide
Environmental Protection Network (EECONET), aimed at
preserving territorial and functional links among the
ecosystems of neighbouring states. Most European coun-
tries have undertaken to devise and establish this network
by 2010. the EECONET project is presently seen as one of
the best modern initiatives on the macro-regional level.

Partnership between the environmental protection
agencies of Belarus and UNDP has expanded recently, giv-
ing rise to several ohlast and district-level projects, as well
as multisectoral initiatives to promote sustainable deve-
lopment.

As a recognition of its commitment to environmental
development and a proactive position in environmental
issues, Belarus was elected to the Executive Board of the
United Nations Environment Programme. Belarus was
elected to serve as a member of the Board for four years
starting from 1998, following a positive vote at the 52nd
session of the UN General Assembly.

Assisting countries with environmental programmes
is a priority for the Bretton Woods Institutions. Belarus,
too, has benefited from such assistance. Of all loans ex-
tended to Belarus by the World Bank (1172.2 million),
one-fourth were directed at the support of environmen-
tal programmes (e.g. forestry development and energy sa-
ving in the social sector). Another $ 15 million was pro-
vided in grants for implementing environmental projects.
Half of this amount was spent on the effort to discontinue
the use of substances that destroy the ozone layer by mo-
dernising local industries. Another $1 million was spent
on projects to preserve biodiversity in Belovczhskaya
Pushcha and Berezinsky Nature Preserve. A considerable
amount of grant money covered the cost of developing a
project to modernise municipal water supply and estab-
lish a flood-resisting infrastructure along the river Pripyat.
However, further funding of environmental project by the
Bank was made dependent on substantial changes in the
macroeconomic situation in Belarus. Despite this deci-
sions, both parties are actively investigating avenues for
further partnerships.

Belarus is an active partner in international environ-
mental cooperation. This partnership inspires the hope
that the return to the mainstream path of economic de-
velopment will enable Belarus to work effectively with
other countries on finding a solution to the environmen-
tal crisis. Belarus has considerable technical and human
resources to modernise its technologies and make its eco-
nomy more friendly towards the environment. However,
Belarus could make far more progress along those lines
by benefiting from the findings and technologies of other
countries, shared with it through the mechanism of inter-

national cooperation. Agcnda-21 specifically calls on the
more developed countries to share environmentally
friendly technologies with others. Such sharing is in the
interest of the entire mankind, as we are all living on the
same planet.

Personal security and crime control

The National Sustainable Development Strategy puts
people in the centre of technical, social and economic de-
velopment, which should serve to improve their spiritual
and physical health and create a safe and favourable living
environment. In this respect, the security of the individu-
al should be the primary objective of the state and society.
Personal security is also an essential aspect of national se-
curity, as stated in the National Security Concept, adopted
in 1995. To ensure personal security means to protect the
vital interests of the person from external and internal
threats related to political and military activity, as well as
environmental, information and humanitarian safety. Per-
sonal security is also an important aspect of the National
Security Concept of the Union of Belarus and Russia, ap-
proved by the Supreme Council of the Union on April 28,
1999-

Trends in modern crime

Modern crime is a common and powerful threat en-
dangering all aspects of human activity, personal security,
as well as the physical, mental, material, environmental
and informational safety of the individual. No component
of national and personal security is out of crime's reach.
The ongoing process of globalisation is also affecting
crime, extending it beyond national boundaries. As a re-
sult, crime has become not only a domestic, but also an
external threat, coming mostly from a rise in terrorist and
extremist activity, drug and human trafficking, illegal mig-
ration and arms trade, and many other types of crime.

At the national level, crime is seen as a social ill and a
by-product of the social system within the state. The na-
ture and patterns of crime follow the course of socio-
economic and political transformations in society. The
policy of the state towards crime should adjust to those
changes as they are happening and react to them effec-
tively in order to protect the people, society and the state
from crime. Speculations about a steady decline in crimi-
nal activity under Soviet rule arc in fact groundless. Our
research suggests that ever since the enactment of the
new Criminal Code in 1961 crime has in fact been steadi-
ly rising (fig. 2.8).

The structure of crime has been worsening along
with the rising crime rates. The average annual number of
crimes recorded during the second decade of observation
(1971-1980) was 32.1% higher than in the first decade. In
the third decade, the average annual number of crimes
was up 52.8% on top of the second decade. During the
fourth decade of observation, it increased by a further
108.4% relative to the third decade. Year-on-year crime le-
vels have been growing accordingly. From 1991 to 1999,
the number of recorded crimes averaged 111,818 per
year, up from 27,563 in the first decade of observation
(1961-1970). Overall, the average annual number of re-
corded crimes has thus increased 4.2 times.
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Crimes have not only increased in number but also
become more serious. The proportion of serious crimes
increased from 14.2% of total recorded crimes in
1991-1992 to 52.5% in 1999. Of all crimes committed by
juvenile delinquents in 1999, the share of serious crimes
was 69.2%. Over the same time period, the overall number
of recorded crimes has increased from 795 per 100,000
population (including 112 serious crimes) to 1303 per
100,000 population in 1999 (of which 683 were serious
crimes). The rise in the number of crimes is accompanied
by an increase in the number of crime victims. By 1999,
this number had reached 64,742 (640 per 100,000 popu-
lation), which is the highest raie recorded since 1993.

The above data reflect recorded crimes and victimisa-
tion levels. In reality, the number of crimes - and victims
- is a lot higher.

Crimes have become more dangerous to the individu-
al. A growing proportion of crimes are committed by
armed criminals, who often act boldly, mercilessly and
unexpectedly. The structure of crime has also worsened.
Corruption, organised and white collar crime, illegal drug
trafficking, economic crime - particularly in banking, fi-
nance and private enterprise - as well as money launde-
ring, are just a few types of criminal activity that have be-
come more common than before. Economic and general
crime are merging at an alarming rate, and a great pro-
portion of crimes remain unsolved or even unrecorded.
Of all recorded crimes committed in the first quarter of
2000, 30.3% have not been solved, and the share of un-
solved crimes is increasing. Economic crime is by far the
most common, accounting for over 70% of all committed
crimes. Areas most vulnerable to criminal influences in-
clude private enterprise and civil service.

In summary, crime is a social ill, and its incidence has
been increasing steadily in Belarus while the structure of
erime has been worsening. This tendency is more or less
visible in different socio-economic conditions. The in-
crease of crime has been felt particularly strongly over the
last decade (from 1991 to 1999), and will continue to be
felt for many years to come, as suggested by the crime sta-
tistics for 1999 (fig. 2.9).

At present, there are 1303 recorded crimes per
100,000 population in Belarus. In Western countries, this
number varies from 5,000 to 14,000, and is predicted at
6,000 to 8,000 world-wide. In the specific circumstances
of Belarus, the crime rate will likely increase. The factors
conducive to crime are weaknesses in the laws that go-
vern market relations and fight against crime, incomplete
transition to the market system, high influence of the cri-
minal eommunities on the market relations and rising in-
cidence of deviant behaviour, potentially conducive to
crime - such as alcoholism, drug and substance abuse,
prostitution, vagrancy and hornelessness. By mobilising
the resources of the criminal justice system, it is possible
to control this process, extending it over a number of
years. If, however, the criminal justice system fails to act as
a factor of restraint, another sharp surge in crime, similar
to one that happened in 1989, Is inevitable.

Recently, crime has acquired a new quality. Today, it is
a structure that has permeated all parts of social and pub-
lic life and subdued all types of human activity. It is beco-
ming more organised, better equipped, more evil and

FIGURE 2.8

adaptable to social circumstances. It has the capacity to
corrupt virtually any social institution, and the ability to
survive and protect itself.

The new economic environment has created a breed-
ing ground for criminal activity that exploits human
weaknesses, such as drinking, drug abuse, prostitution,
pauperism and gambling. Such exploitation, supplemen-
ted by a rising shadow economy, widespread money laun-
dering, a get-rich-quick attitude and morality are increa-
sing the attractiveness of crime.

Criminal activity also has a strong international com-
ponent, particularly with respect to the illegal trafficking
of drugs, weapons and vehicles.

Crime should not be approached merely as a sum of
infractions of law. It should rather be considered a threat
to the entire social fabric and state system, affecting diffe-
rent areas of public life, every institution of the state and
society, and ultimately, every person and his security This
is where the main danger of crime lies. 1b counter this
threat, society should offer strong resistance to crime and
its influence in every possible area. But this is exactly what
the criminal justice system has been unprepared to do. It
has been unable to fight this new type of crime, which has
permeated every part of society - from the very top to the
very bottom - and has shown a remarkable capacity to
expand and reproduce itself. This failure was not unex-
pected, because the criminal justice system and the laws
by which it is governed are known to be inert and slow to
change.

FIGURE 2.9
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FIGURE 2.10

BOX 2.8

One weakness of the present legal system is that the
new criminal procedure and penal codes will not take ef-
fect until January 1, 2001. Until then, the criminal justice
system will be governed by the old codes, which are
unable to address many issues related to crime control in
a new environment. The body of regulatory doctiments
and bylaws, which is intended to guide the implementa-
tion of the law, is in a worse condition than the law itself.
No serious remodelling of the criminal justice system has
yet occurred There is no separate judicial system for juve-
nile delinquents, and no understanding has been achiev-
ed with regard to its structure and components. The cor-
nerstone of such a system - a juvenile court - is not in
place. The penal system is slowly disintegrating. Prisons
and penitentiaries are filled 40% above their capacity,
making the reform of a criminal offender a highly elusive
goal. There is still a need for a fully independent penal
system to administer and run penal institutions and over-
see the execution of penalties that do not imply the of-
fender's incarceration. Each of those systems should have
its distinct structure, objective, functions and reporting
duties.

Personal security and protection of crime victims

The degree of personal security depends greatly on
the state of law and order. The are many crimes that pose
a threat to personal security, including violent assaults

and offences against property. The former include mur-
der, battery and rape, and the latter robbery and extorti-
on. Deaths and injuries can also be caused by crimes com-
mitted through negligence (e.g. those leading to traffic ac-
cidents).

From 1996 to 1998, there was a rise in the number of
murders (fig. 2.10). By 1998, it had reached 1154 (inclu-
ding attempted murders). In 1999, it declined to 1109,
which is equivalent to a figure of 16 crimes committed by
men per 100,000 male population (down from 18 in
1998). The number of criminal assaults leading to severe
body injuries has also continued to increase. 1849 such
assaults were recorded in 1999, up 7% from 1998, and
24.4% up from 1996. The number of assaults leading to
less severe body injuries in the victim are also rising, num-
bering 1330 in 1999. This represents an increase of 11.1%
relative to 1998 and 35.7% relative to 1996.

Hooliganism is also becoming an increasingly frequ-
ent type of crime: 5317 incidents were recorded in 1999
up 7% from 1998 and 28.0% from 1996. The number of
robberies also in-creased by 2.7% relative to 1998, reac-
hing 1441 in 1999. By contrast, the number of rapes went
down 19.4% from the 1998 level to 461 in 1999- Howe-
ver, the incidence of rapes per 100,000 women aged 15 to
59 remained very high, at 17 per 100,000 women in 1999-
It had even in-creased relative to 1997 and 1998 from 15
rapes per 100,000 women in 1997 and 14 in 1998. The
number of injuries and deaths due to traffic accidents
declined to 84 per 100,000 population in 1999- This is the
lowest recorded number since 1990. Despite this positive
development, the absolute number of people who die
and receive injuries in traffic accidents still remains very
high.

Criminology research suggests a high level of anxiety
about personal security in Belarusian society. Recent polls
- conducted among law enforcement and justice officers
- suggest that this concern of the general population is
also shared by law enforcement officers. Similar to the ge-
neral population, law enforcement and justice officers
have also pointed to perceived high levels of violent crime
in their local communities and in Belarus as a whole.

As many as 95-3% of the poll respondents are con-
cerned about personal security and high levels of violent
crime in their communities. Of them 36.1% were "extre-

The two ultimate penalties permitted by the new Belarusian criminal law are life imprisonment and the death
penalty. These two alternative punishments can be applied exclusively for extremely grave crimes, involving pre-
meditated murder committed under aggravating circumstances. At present, this appears to be the best approach
that meets public needs and expectations. By restricting the death penalty to premeditated murder committed
under aggravating circumstances and creating an alternative to the death penalty in the form of life imprisonment
the new code will gradually bring about a transformation in public opinion in favour of replacing the death penal-
ty, to which the author is opposed, with life imprisonment. The law also makes it possible for the life sentence to
be reviewed by court after a minimum of twenty years have been served. Taking into consideration the age of the
offender, his health and behaviour record while in custody, the court may decide to commute the life sentence to
fixed term imprisonment. This possibility, as well as the introduction of an alternative to the death penalty, repre-
sents a humane and liberal approach to the complete abolition of the death penalty in the future.

V. M, Khomich.
Penalties in the Criminal Code - a Social and legal Assessment

Source: Theoretical and Legal Support for the Reform of the Law Enforcement System
International Research Conference (Minsk, April 22-23)
Economy and Law Series, Minsk, 1999, p. 326
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mcly concerned", 41.4% "greatly concerned" and 17.8%
"moderately concerned". 97.3% of those polled were an-
xious about crime in their Oblasts (36.5% "extremely con-
cerned", 43.3% "greatly concerned" and 17.5% "modera-
tely concerned"). Of those worried about high crime rates
within the country (98.1%), 42.5% were "extremely con-
cerned", 40.9% "greatly concerned" and 14.7% "mode-
rately concerned".

Law enforcement and justice officers believe that the
common citizen is at risk of becoming a victim of crime.
This opinion was shared by 90.7% of the poll respondents.
Of them, 11.7% described this risk as very high, 40.4% as
high and 38.5% as moderate.

The experts view the way in which the victims of vio-
lent crimes are protected during investigation and in
court as highly indicative of the state of personal security
in general. The majority of the law enforcement and jus-
tice officers (60.6%) believe that such protection is just a
formality A significant proportion of the poll participants
(34.1%) have indicated that the criminal justice system
cares more for the criminals than it does for the victims.
11.1% stated that the rights of the victims were being
completely ignored, and only 26.7% of the poll respon-
dents believed that the protection of the victim was a pri-
ority for the criminal justice system.

The need to protect victims, witnesses and their fami-
lies from criminal threats, physical violence and pressure
from the criminal underworld has still not been fully ack-
nowledged by the law enforcement authorities. 47.1% of
the poll respondents indicated that witness and victim
protection measures were being taken on a case-by-case
basis, upon receipt of information suggesting that the life
and health of the witness or victim may come under
threat, and 6.7% are convinced that protection measures
are always put in place when there is information about
pressure from the criminal community. By contrast, 35.6%
stated that witness and victim protection measures are
never applied, and 10.6% were unaware that such prac-
tices even existed.

The changes that were introduced to the Criminal
Procedure Code in 1997 led to some improvements in
witness and victim protection, but were insufficient to
solve the problem. The rights of the victim are a unique
aspect of the criminal justice procedure, and should be
governed by a separate law.

Every year, tens of thousands of Belarusians become
victims of various types of crimes - such as murder, bat-
tery, rape, robbery, extortion. There were 54742 crime
victims in 1999 alone. As the number of victims continu-
es to grow, the conflict between the criminal and victim
is not resolved with the passing of a court sentence,
which often fails to restore justice and undo the moral, fi-
nancial and physical damage caused to the victim. As a re-
sult, moral and psychological tension continues to build
within society, as more and more people are dissatisfied
with the work of the ruling authorities and the justice sys-
tem. It is therefore extremely important to rethink the
goals and objectives of the criminal justice force. Its focus
should be shifted from the criminal to the victim, making
the protection of crime victims a policy priority. It is also
necessary to develop state policy to protect crime victims.
The concept of such policy should lead to a law to govern
victim protection that would hopefully stop the increas-
ing victimisation of the Belarusian public.

Punishment of convicted criminals is also an impor-
tant issue that calls for a separate discussion.

Imprisonment has been the single most frequent pe-
nalty prescribed by courts in the last three years. Convic-
ted offenders have been sentenced to various terms of
imprisonment in 36% of the criminal cases heard from
1996 to 1999, and in 36.1% of the cases heard in 1999-
Mean annual number of prison sentences per 1000 con-
victed offenders have declined during the period
1991-1999, relative to the previous decade. State policies
towards crime control favour a further decline in the pro-
portion of prison sentences and an increase in the appli-
cation of penalties that do not involve the offender's iso-
lation from society. The justice system should serve to re-
form the offender, and reformation and rehabilitation
should become its key objectives. The focus of the justice
system will be on protecting the victim and its ultimate
objective will be to restore justice, order and rule of law
in society, promote reconciliation between the criminal
and victim and compensation of the damage caused to
the victim as a result of the crime.

Juvenile delinquency

The number of crimes committed by juvenile delin-
quents has stabilised and even decreased somewhat in the
last several years. The highest number of juvenile crimes

In a market economy and a reforming civil society, courts of the peace are a useful institution and can play a
highly positive role. Courts of the peace had in fact been very successful in Russia and Belarus prior to the revolu-
tion. They exist in the United States, the United Kingdom, Canada and some other countries. It is believed that by
reinstating such courts in this country, justice would be made more accessible to people, and the procedure to deal
with the less serious cases would be simplified. Another argument in favour of such courts is the inefficiency of the
peer courts, that existed under Soviet rule but have now disintegrated. Despite attempts to restore the peer courts,
there is little hope that they will be able to function properly in the present environment. One major advantage
of the courts of the peace is their emphasis on achieving reconciliation and compromise between the conflicting
parties. And compromise is the best possible solution of a dispute for the individual and society, as it contributes
to civil peace and public accord. It is therefore not surprising that the prominent jurist A. K Koni described the
court of the peace as an institution which people could readily access to find justice, and a school of trustworthi-
ness and respect for human dignity.

1.1. Martinovkh,
Experience of the Judicial Reform in the Russian Federation

Source: IMW And Democracy: a Collection of Research Papers. Issue 9, Minsk, 1998, pp. 227-228
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was recorded in 1995 followed by a period of stabilisation
in 1996-1998 and a 5.5% decline in 1999 relative to 1998.
However, the overall incidence of juvenile crimes is still
11% higher than in 1992.

The number of youth delinquents as a proportion of
total found offenders has also declined from 14.8% in
1992 to 11.9% in 1999. However, in terms of absolute fi-
gures, this positive dynamic is less conspicuous. From
1992 to 1999, the number of youth offenders had incre-
ased by 5%. The majority of crimes committed by young
offenders are crimes against property (73%), including
theft (61%), followed by hooliganism (9.9%), vehicle theft
(3%) and crimes against the person (2.9%). Other crimes
represent 11.2% of all offences committed by minors. A
continued noticeable increase in the number of grave
crimes is particularly alarming. It is also of concern that
the percentage of grave crimes committed by young of-
fenders is increasing faster than the proportion of such
crimes committed by adults. The most widespread grave
crimes are premeditated murders, infliction of severe
bodily harm, gross hooliganism and robberies.

The percentage of erimes committed in gangs is 2-5
times as high among young offenders as among adults,
ranging from 40 to 80%, depending on the type of crime.
These and other features of juvenile crime make it extre-
mely dangerous to society. Despite a certain decline in ju-
venile crime statistics, recorded from 1996 to 1999, it
would be premature to conclude that the situation has
improved. One factor that precludes such a conclusion is
the deteriorating structure of juvenile crime. Of al! young
offenders who committed crimes in 1999 more than two
thirds were studying in secondary and vocational schools.
As secondary and vocational students represent 87% of all
academic enrolment, crime prevention among teenagers,
particularly those studying in secondary and vocational
schools, should become a strategic objective of all efforts
to control crime.

There is an apparent need to develop a concept of a
state policy to prevent juvenile crime, leading up to a de-
dicated programme to deal with those issues. The prog-
ramme should call for a large set of measures, and in par-
ticular for the establishment of a separate system of juve-
nile justice. Preventing youth crime is perhaps the biggest
and most important objective of the state dealing with
crime control. Therefore, expenditures on youth crime
prevention should not be regarded as a burden on society,
but rather as an investment in its future development,
protection of personal security, as well as de-criminalisa-
tion of youth and society in general.

Other types of crime

Corruption-related crime is perhaps the most disrup-
tive for the entire system of public administration. It at-
tacks public service from within, has a demoralising effect
on society and undermines the process of governance by
creating a public perception that the state apparatus is
all-powerful and knows no limits. The most typical and
dangerous corruption-related crimes include bribe-taking
and bribe-giving, theft and embezzlement, or abuse of
power or position. In 1999, the number of recorded cri-
mes involving bribe-taking and bribe-giving increased by
8.5%, abuse of power or position 34% and theft 20%.

Theft is the most widespread type of corruption-related
crimes. There were 4975 recorded thefts in 1999, fol-
lowed by bribe-taking and bribe giving (782 recorded of-
fences), and abuse of power or position (217). The actual
number of such crimes is much higher, but many of them
remain unreported for a number of reasons.

The fight against corruption does not always result in
inevitable punishment for the perpetrators. Penalties are
often too lenient, making prevention difficult and re-
ducing the impact of criminal penalties and law as such.

The scale of corruption is suggested by the finding of
the poll eondueted among the law enforcement officers
who are directly involved in the investigation and perse-
cution of corruption-related offences. The scale of cor-
ruption was described as extremely large by 10.7% of the
poll respondents, large by 40.9% and average by 35.4%.
According to law enforcement officers, corruption was
the highest in government agencies involved in making
economic and financial decisions, as well as the law-
enforcement and control authorities. In the opinion of
those officers, officials in decision making positions with-
in those agencies were the most corrupt. This perception
is also confirmed by the findings of a similar poll con-
ducted among private businessmen.

The participants in those polls indicated that the
most frequent matters, addressed through acts of corrup-
tion, were the acquisition of loans (62.5%), issue of li-
cences (60.3%), clearance of goods or merchandise thro-
ugh customs (59.7%), avoidance of criminal or adminis-
trative persecution (46.2% and 43-4%, respectively), re-
duction of penalty (45.2%), exemption from criminal lia-
bility (43-1%) and representation in government agencies
(37.2%). All of these data indicate that corruption remains
an issue for nearly all levels of government, and substan-
tial efforts are required to address it.

Drug trafficking and other drug related crimes is a
growing problem that has a dire effect on society, and the
spiritual, moral and physical health of the Belarusian pe-
ople, especially young people and teenagers. The dangers
of drug-related crime are increased by its connection
with organised and economic crime, as well as inter-
national criminal communities.

As a distinct type of crime, drug trafficking has been
rising steadily in recent years. From 1992 to 1999, the
number of recorded offences involving drug trafficking
increased four times, reaching 316.3. Growth was the fas-
test in 1992-1993 and in 1997-1998. There has been an
increase in the incidence of crime related to drug addic-
tion, including theft, robbery and crimes against individu-
als. From 1992 to 1999, the number of such crimes had
increased six times to 1434 in 1999-In 1998 and 1999 the
number of such crimes recorded by the police authorities
declined. However, this decline does not mean a reducti-
on in the absolute number of such crimes and may be att-
ributed to changes in their qualification by the police aut-
horities. The relative number of drug-related crimes is
increasing, reaching a high of 32 per 100,000 population.

In 1999, the police found 1554 perpetrators of crimes
related to drug trafficking and drug abuse, down 133%
from the 1998 level. Of them, 92 (5.9%) are minors, and
961 (61.8%) are young people aged 18 to 19. Young pe-
ople comprise 67.7% of found offenders. Of 92 minors
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charged and convicted of drug offences, 65 (70.7%) were
studying at secondary and vocational schools. This sug-
gests that drug abuse, and crimes associated with it, is a
problem that affects young people more than any other
group. It is particularly dangerous because, once coming
into schools, it has not encountered any significant re-
sistance within them. An increasing number of drug
crimes are being committed by women (535, 21.6% of all
found offenders) and recidivists (545, or 35.1% of found
offenders).

This type of crime has a high degree of latency and
depends greatly on the number of drug users. As most
drug users are young people, such crime constitutes a di-
rect danger to the life and health of the nation, and par-
ticularly the younger population. Uncontrolled growth of
drug addiction also carries the concomitant risk of HIV,
venereal diseases, hepatitis and other dangerous infecti-
ons affecting large numbers of people. This threat is fur-
ther increased by the after-effects of the Chernobyl disas-

ter, making it as necessary as ever to lake active steps for
the prevention of drug addition and drug-related crime.

Recognising the dangers of crime to the state, society
and the person, the leadership of the country has taken
active steps to fight and prevent criminal activity. Some of
those steps call for greater coordination among law en-
forcement authorities, the criminal justice system and
other ministries and agencies. The State Programme to
Strengthen the Fight Against Crime for 1999-2000 has
been approved by a presidential decree. An interagcncy
commission to fight crime has been meeting regularly
since 1995 to discuss the serious issues related to crime
control and formulate consistent policies to address
them.

A concept of the state drug control policy was adop-
ted in 1996, leading to a state programme for 1997-2000
to implement it. Work is in progress on formulating a si-
milar programme for 2001-2005 among other steps de-
signed to resist crime and minimise its consequences.
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BOX 3.1

Belarus and a united Europe

From a geographic perspective, Belarus is found in
the centre of Europe. Ideally, it should be grouped with
the Central European countries, but proximity to any par-
ticular group is not simply based on geography but also
on economic, social and political characteristics. Europe
is a highly complex system. It includes a wide array of
states - from highly industrialised in the West to stagnant
in the East. Analysis of the macrocconomic situation in
Western and Eastern Europe would paint the following
picture.

In 1998, of 46 countries with a high HDI ranking, 26
were European. Of these 26, two countries - Norway and
Iceland - were among the top five and four in the next
five. Of the top 15 states with the highest HDI ranking, 11
were European. Germany alone (Hth in the global HDI
rank), produced more than 9% of the total GDP in coun-
tries with a high human development ranking. Its GDP
per capita is 322,169 (at PPP). The highest per capita GDP
was recorded in Luxembourg ($33,505) and the second
highest in Switzerland (825,512).

Despite its central European location, Belarus is a me-
dium human development country, ranking 57th among
174 countries of the world.

Belarus' share in the total GDP of the medium human
development countries is just 0.09%. In 1998, its per capi-
ta GDP (in PPP US dollars) was $6,460. Belarus is certainly
far behind the other advanced European economies. But
we may still comfort ourselves with the knowledge that
we are not the last. Belarus is still ahead of nine other Eu-
ropean countries. Is it purely economic reasons that stop
us from integrating into Europe? Are we a part of Europe
after all?

Europe is rapidly moving towards integration. The
European regional coalition is probably the oidcst in the
world. Its economic roots lie in the Marchall Plan, but its
historical and cultural origins are far deeper.

The seedbed of the European civilisation is the anci-
ent culture and the Christian tradition. The former disco-
vered the human spirit, and the latter transformed the
towns and cities that lay within the borders of the Roman
Empire into centres of a spiritual renaissance. The supra-
national status acquired by the Western Church made it
an heir to the Roman Empire and left a deep imprint on
the growth of the European civilisation. Contrary to the
Eastern religious tradition, the tenets of the Western
church empowered every believer to interpret the Bible
independently and held that the path to salvation lay
through personal faith. These views formed the basis of
the civil liberties and opened the way for individualism,
which lies at the root of the Western economic culture.

The economic and political development of Europe
in the middle ages was influenced by Roman law In the
words of Karl Marx, "the Romans were the first to procla-
im the right to private property and introduce abstract
law that affirmed the rights of an abstract individual".
[K. Marx, F. Engels, Selected Works, V. 1, p. 347].

The tenets of the Roman law were first incorporated
in the royal charters, and then in laws of the bourjeois
states, giving rise to individualism and making it a part of
the law and the cultural tradition.

Although the concepts of individualism, the market
and the civil society were born in Western Europe, they
were fully implemented in the United States, the destina-
tion of many emigrants from Europe. After World War 2,
these concepts were brought back into Western Europe
from the United States.

However the first proposals of European unification
were made a lot earlier. In 1930, the French Minister of
Foreign Affairs, Aristide Briand. formally presented a plan
to create a federal union of Europe. Although never im-
plemented, the plan not only highlighted the leading role
of France and Germany (Briand-Stresernann), but also lay
the ground for a new component of European security -
a "common market", in which "the movement of goods.

Contrary to Ukraine, Belarus remains one of the most Soviet-style republics of the former USSR. The mentali-
ty of the partisan and peasant was deeply engrained in the minds of the Belarusians during World War 2. The post-
war political elite of Belarus - which became known as a republic of partisans - had literally walked out of the
forest. As a result of rapid post-war industrialisation, most of its urban population - even in the capital - were first-
generation peasants turned manual labourers or intellectuals. The absolute majority had had too little lime to
adjust to living in a new environment.

It is quite natural that, unlike Ukraine and Russia, whose first presidents were members of the technocratic
party elite, Belarus elected a "peasant" president. Many Russians and Ukrainians now share a popular myth about
Belarus as a country where wages are paid on time, and the president - "the father of the nation" - is concerned
with the well-being of every common citizen.

The Belarusian president certainly has the highest rating of all CIS leaders and enjoys popular support, despite
being criticised by his pro-democracy opponents for human rights violations and restrictions of press freedoms.
By not rushing to capitalism, Belarus has maintained a relative peace of mind for its population and the highest
living standards in the former Soviet Union.

V. Dergachev

"Geopolitics", Kiev, 2000, pp. 391 -392
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capital, and people" would be gradually liberalized and
simplified, and which would lead to lasting peace by buil-
ding cross-border links in different sectors.

'Ibday, European unification is not seen as a union of
nation states, but rather as a union of civil societies. Prio-
rity is given to intra-rcgional ties that transcend the na-
tional boundaries. European integration is presently mo-
ving towards establishing a community of European re-
gions. It is no longer driven just by formal, intergovern-
mental contacts, but also by the involvement of many
parts of the civil society. The traditional vision of interna-
tional relations is no longer restricted to the role of major
economic and political actors, but also incorporates wide
public participation. These grassroots contacts, once sup-
ported through governmental channels, are acquiring a
new dimension through the increased role of modern
communication tools, such as the Internet.

Having passed all stages of regional integration -
from a free trade 2one through a customs union and a
common market to an economic union - the post-war
Europe has created opportunities for deep political integ-
ration driven by the civil society.

The historical, cultural and civilisational background
of Belarus has been far more complex and, at times, con-
troversial.

The third partition of Poland left Belarus in the realm
of Czarist Russia. In the Russian empire, Belarus was a
backward, mainly agricultural, province, and a victim of
the colonialist policies of the Russian government, which
impeded its industrial development. Historical records
from those years abound in government circular records
that advise directly against developing industries in the
Western provinces, that were believed to be "unstable,
connected to Poland and too close to the Western bor-
ders of the Empire". [Dudkov, D. Development of capita-
list in Belarus in the late 19th and early 20th centuries,
Minsk, 1932, p. 92].

As a result of the government policies, the living stan-
dards of the Belarusians were extremely low. Poor living
standards affected the development of the domestic mar-
kets, the class structure and the mentality of the nation in

general. The wages of Belarusian industrial employees in
1913 were 28.4% below the average level in central Russia
and the Caucasus and 51% below the average wage levels
in the Saint Petersburg province. [Malinin, S. N.m indus-
trial Development of the Belarusian Soviet Socialist Re-
public, Minsk, 1948, p. 24].

The psychology and mentality of the Belarusian na-
tion have been molded by its social and political develop-
ment. But the seven decades of evolution within the So-
viet Union (five decades for Western Belarus) have raised
the living standards of most Belarusians relative to the
pre-revolutionary period. By the early 1990s, Belarus had
achieved one of the highest living standards within the
former Soviet Union, ranking fourth by the size of per ca-
pita GDP ($6100). That is why the Soviet period is asso-
ciated with relative prosperity in the minds of many Bela-
rusians and why so many Bclarusians are nostalgic for the
past, ready to abandon their national identity and remain
one of the most Soviet-style republics.

In summary, the Belarusian society has emerged at
the social and cultural boundaries of the East and West,
and its growth has been influenced by the Catholic,
Orthodox and Uniate churches.

The traditions of individualism and self-government
have come from the West, and Russia has contributed col-
leciivist traditions and the achievements of industrialisa-
tion. Placed within the confines of the collcctivist and in-
dividualist tradition, most Bclarusians - especially those
with a Soviet-type mentality - equally reject Protestan-
tism and the spirit of capitalism, and are unable to choose
between the purely capatalist, traditionalist or socialist
paths of future development. Furthermore, many opinion
polls suggest that a considerable proportion of Belaru-
sians who have lived in an isolated society still regard
Western civilisation as hostile to them.

The world is presently being affected by two oppo-
sing movements - towards integration and towards disin-
tegration. These movements coincide with two Durk-
heimian concepts - of solidarity based on interdepen-
dence and solidarity based on identity. The first type of
solidarity builds on trade and product exchange among

In fact, the balance sheet of the transition drawn up by the ECE in 1996 appears to confirm the analyses and
predictions made in 1989. The main lessons to be learned can be summarized under five headings: (i) the eco-
nomic activity in a country or a region cannot be detached from the socio-political context since these two fac-
tors interact; (ii) the unfortunate conjunction of the collapse of the centrally planned economies and the triumph
of supply-side eeonomics in the West is probably to blame for the mistaken advice frequently offered to the
governments of the countries of Eastern Europe and incorporated in their economic policies. More especially, the
role of the State in the management of the transition process was considerably underestimated, as was the fact that
an efficient market economy can be guided by a variety of policies; (iii) development strategies must be backed up
by a proper division of responsibilities between the government and the market, the balance between the two
varying from one country to another. Among other things, the State is responsible for providing such essential
things as peace and security, an institutional framework and decision-making machinery that ensures transparen-
cy and efficiency, as well as reliable information and credible policies; this array of instruments helps to minimize
the negative effects of uncertainty on the economic operators; (iv) as exemplified by the European Union, an over-
all vision and objectives to be achieved, even a degree of flexible planning on the French model, would seem use-
ful for guiding development strategy and imposing a certain consistency on the policies applied; (v) finally, it is
essential not to try to reproduce a particular model, however successful, in another country but to take into
account the diversity of socio-political contexts and the unequal levels of development.

The ECE in the Age of Change, New York and Geneva, 1998, p. 53

BOX 3.2
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FIGURE 3.1

FIGURE 3.2

producers. Specialisation and the division of labour in in-
dustrialised countries lead to increased interdependence
between large, medium-sized and small businesses, parti-
cularly in the processing sectors and services. Economies
of scale and growth of communications make the feeling
of global interdependence extremely tangible and consis-
tent with the process of globalisation. This causes regio-
nal economies to expand beyond the national boundari-
es, as seen from the EU experience.

Solidarity based on identity forms a nation. The na-
tion is held together by a shared feeling of community, a
common destiny, history, culture and language. This type

of solidarity brings people into national and local com-
munities as a means of asserting their personality and
uniqueness from other nations and communities.

In Belarus, these types of solidarity are manifested in
three different ways, each contributing to the picture of
the Belarusian society and its development. Firstly, Belaru-
sians are reluctant to identify themselves as a nation with
its own distinct culture and language. Secondly, there has
been a large degree of interdependence - on the micro
level - between individual enterprises of Belarus and for-
mer USSR regions, particularly Russia. Thirdly, the domi-
nance of Orthodoxy, which emphasises collectivist values,
has curtailed individual liberties.

The failure of the market reforms has had a substan-
tial impact on our development. The reforms have not
succeeded because they have been implemented accor-
ding to the Western pattern, which is incompatible with
the popular mentality. The transformations have led to a
period of political, economic and social turmoil. The Wes-
tern worldview, however advanced, is still limited.

Furthermore, the inconclusive and inconsistent at-
tempts to conduct political, social and economic trans-
formations have undermined the trust in reforms as such
not only in Belarus, but also in many other CIS countries.
These timid and weak attempts to implement changes
have aimed to combine things that were absolutely in-
compatible - an open society and a liberal economy, on
the one hand, and incompetence in politics, law and sci-
ence, or freedom and lack of education. As a result, the
old social ills - corruption, graft and income gaps - still
persist. The state of legal insecurity - which had existed
previously, has developed into lawlessness, and allowed
the criminal underworld to take control over many areas
of society. People seek protection not from the state, but
from the criminal communities. Gender discrimination
has become worse, making women the most likely vic-
tims of unemployment. There are too few women in go-
vernment, the House of Representatives and in other lea-
dership positions.

It is not enough just to wish for accession to the EU
- even if such a wish did exist. Macroeconomic indicators
have to reach certain appropriate levels (fig. 3-1).

In 1995, for example, Centra! and Western Europe ac-
counted for 18.2% of Belarus' foreign trade, but by 1999
this proportion had declined to 16.5%. In the structure of
Belarus' exports, Central and Eastern Europe, accounting
for 37.1% of Belarus1 exports, clearly dominate over Wes-
tern Europe, with 24.3% (fig. 3.2).

Belarus has developed on the boundaries between
the East and West. Without having any significant natural
resources, Belarus has an advantageous geographical lo-
cation for the transit of goods between Russia and West
European countries, such as Germany.

According to UN projections, fuel and energy resour-
ces will continue to be in high demand in the 21st cen-
tury. Today, natural gas is the main source of energy in
Western Europe. The use of gas means less pollution than
using coal or oil, and is less cumbersome than relying on
nuclear energy. In addition gas is supplied from a greater
variety of sources at more competitive prices than oil.
This explains the high number of projects to build new
pipelines and expand the existing ones.
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These projects open the door to new intra-European
partnerships - between Western, Central and Eastern Eu-
rope, which is the main buyer of natural gas, the transit
countries, and the producers of gas. As many important
gas and oil pipelines go across Belarus, these partnerships
may serve as an essential link between the East and West.

The progress of cooperation between Belarus and Eu-
rope is linked to the gradual transition of Belarusians
from a Soviet-type mentality and collectivist psychology
to individualism and democracy through certain interme-
diate stages. For example, when the country began priva-
tisation in the 1990s, it had no experience or culture of
managing private enterprises, particularly large ones.
Therefore, countries such as Belarus or Russia should not
have abandoned Ihe practice of letting state enterprises
operate on a self-supporting basis and distribute their
profits in a certain prescribed manner. This type of enter-
prise management is fairly widespread in the United
States, and it also exists in Japan. In Belarus, it would have
provided a good mechanisms to prepare the nation's en-
terprises for privatisation. Because it is a good blend of
collectivism and individualism, such an approach would
have been extremely useful.

Cooperation at the micro-level - between public or-
ganisations, political parties, universities, enterprises and
schools - is also a good way of promoting Belarus' coope-
ration with Europe. The growth of the civil society starts
with the individual's mind, and this is usually a slow and
painful process. Therefore, cooperation between Belarus
and the West should continue, no matter how unac-
ceptable its state policy is to the West, and the focus of
such cooperation should be on the micro-level.

A strategy to enter the world
community

Belarus - drawing parallels with Europe

Globalisation should lead to a rapid and effective inc-
lusion of a country in the global information and commu-
nication infrastructure and upgrade its economic, finan-
cial and other transactions with other countries. Further-
more, the economic, political and social elements of such
transactions are affecting the lives of all of humankind.
For Belarus, globalisation means reaffirming its position
as a European country. Integration into the global com-
munity will thus mean becoming a part of the European
tradition. Connections on the sub-regional level - with
Russia, Ukraine, Poland and the Baltic States - will be al-
so be of significant importance. Thus, an integration stra-
tegy for Belarus would depend on its ability to build a Eu-
ropean identity and a new socio-economic system.

Systemic reforms are bringing substantial changes to
the lives of Belarusians, and are opening the country to
the outside world. In this respect, the background of Be-
larus - as a country that was formerly behind the iron
curtain - raises questions about its compatibility with the
advanced democracies and competitive market econo-
mies of Europe.

Hopes for a rapid transition to a new political and
economic order have been overly optimistic. After almost
a decade of transformations, the systemic reforms have
not gone past the very initial stages. The transition to a

new socio-economic system now appears to be a very dis-
tant target - to be reached no sooner than in 20 or 30
years. The speed of adjustment to the values of a market
economy and civil society will also be an important fac-
tor of such a transition.

So what do the Belarusian people prefer - equity and
social justice, or competition, that brings higher incomes,
but only to some? This is the question that explains the
nature of Belarus' dilemma, and its choices for the future.
No one but the Belarusian people themselves can make
those choices that will eventually affect their lives at pre-
sent and in the not-so-distant future.

One of the most recent dilemmas for Belarus is the
gap between the openness of its society from within and
to the outside world. During the latter half of the 20th
century, Belarus has had a fairly open economy. In the be-
ginning of the 1990s, 47% of its GDP was export-oriented.
Today Belarus still has a significant share in the global
production of some goods and services in proportion to
its share in the global population (0.18%) and land area
(0.15%).

In Europe, Belarus is in the 13th place by its land area
(207,600 square kilometers), and in the 14th place by its
population size (10.2 million). However, it is lagging sig-
nificantly behind most other European states in terms of
its socio-economic development. Per capita GDP in
Europe's leading states (Belgium, Switzerland, the Nether-
lands and Denmark) exceeds $20,000, whereas in Belarus
it equalled just 55,884 in 1997 and 16,894 in 1999 (the lat-
ter figure was calculated in accordance with the new me-
thodology). The two countries that are immediately ahe-
ad of Belarus in terms of per capita GDP are Portugal and
Cyprus, but even there it is twice as high.

It is important to note that the structure of the Bela-
rusian economy is similar in type to that of an industrially
developed country in the 1960s. Belarus has relatively
well-developed engineering, light, chemical and food in-
dustries. It has achieved high levels of advancement in sec-
tors such as potassium salt mining, flax farming and po-
tato farming. Output in those sectors represent 11%, 8.7%
and 3-1% of the global output, respectively. In fact, Bela-
rus is often distinguished among other countries by its
leadership in the production of these three commodities.

This leadership is also conducive to active foreign
trade. For example, 99.8% of Belarus' potassium salt ex-
ports in 2000 were marketed outside the CIS.

Differences in per capita GDP and other economic
indicators are not the only factors that distinguish Belarus
from other European stales. Belarus has significant ad-
vantages in terms of education. Belarus' education index
is higher than in Switzerland, Luxembourg, Cyprus, Gre-
ece and Portugal. The literacy level is higher than in Italy
and Spain. These are also important indicators by which
to compare the quality of living in Belarus and the Euro-
pean Union.

What changes can be expected in the near future?
The statistics for 1999 suggest a decline in the mean life
expectancy index, accompanied by an increase in the
education index and per capita GDP in PPP dollars. This
dynamic should also be taken into consideration when
drawing parallels between Belarus and the neighbouring
European states.
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FIGURE 3.3

The basic indicators of human development and so-
cial advancement in Belarus arc thus comparable to those
of the European states. At the start of a new century, Be-
larus is facing a number of new challenges. Insufficient
economic development is increasingly becoming an ob-
stacle to dynamic foreign trade. Therefore, further re-
forms should focus on restructuring and modernising the
Belarusian economy, thus creating a potential for growth.
The opportunities presented by Belarus' considerable
educational and human capital should also not be igno-
red, as these are exactly the resources that may play a de-
cisive role in fostering Belarus' integration into the global
and European community of nations.

Breaking away from the past stereotypes

Belarus pursued a Socialist agenda for three quarters
of the 20th century. This period has had both a positive
and a negative impact on the country. The positive effect
of the Socialist period consists mainly in humanitarian
advancement and reducing excessive individualism and
social inequity. However, the totalitarian type of Socialism
produced substantial social imbalances. Excessive egalita-
rianism created barriers that prevented people from play-
ing a greater role within society. Similar to society, these
adverse developments affected the economy, which was

the first to be hit by a system that isolated the individual
from ownership and the results of his labour. There was a
widening gap between the democratic values, human
rights and real life. While still existing on paper, human
rights were in fact transformed into the right of the state
to control every aspect of human life. This tendency can-
not be overcome within a limited number of years, as sug-
gested by the recent experience of transformation in Be-
larus.

Gradually, a large portion of the Belarusian society
came to distrust their political leaders, producing a signi-
ficant amount of uncertainty over the directioas of fur-
ther political, social and economic advancement, as well
as the values and objectives of such development. Other
countries have had a similar dilemma during periods of
major socio-economic transformations. Several opinion
polls conducted by the Independent Institute of Social,
Economic and Political Studies (IISEPS), suggest that
banks and political parties are the two least trusted insti-
tutions. By contrast, the two most trusted social institu-
tions are the Church and educational establishments.
Standing at the threshold of major social and economic
changes, in a situation when many bank clients have lost
their savings and past ideas have been discredited by the
politicians, society is also disillusioned with the results of
reforms. The main difficulty is to restore public confi-
dence in the key institutions of the civil society. Thus, in
order to integrate into the world community, Belarus has
to adopt the values of a democratic society and a market
economy.

There are also some other questions to be dealt with.
The past decade has seen an ongoing debate about the
past and future and about the place of Belarus between
the East and West. The subject of this debate is not limi-
ted to the virtues of Western-type reforms, although num-
bers are indeed an issue. The present monthly salary in
Belarus averages around $50. Is it even conceivable, then,
that it will ever reach at least $ 1000? And how many years
will it lake to achieve this target? Will the social and eco-
nomic indicators ever approach the European level or
will they remain as they were a decade ago?

The economic and social indicators are not the only
factor. It is important to know how the majority of Bela-
rusians identify themselves. The findings of a nation-wide
opinion poll, conducted in March 2000 by the Novak
Agency offer a good insight into this problem. The poll
was commissioned by the research team "A Strategy for
Belarus" (fig. 3-3).

Thcsc findings suggest at least one preliminary con-
clusion - that the Belarusian society is searching for an
identity, the meaning of its existence. This process is
marked by a significant degree of alienation from Europe
and persisting controversies of a Soviet-type mentality, af-
fected by the transformation and transition to the new
priorities of the 21 st century.

The degree of self-identification is the highest among
the residents of Brest Oblasl, the westernmost region of
Belarus bordering on Poland. This is the area where the
market transition is the most advanced, and the propor-
tion of privatised property is the highest. Extensive cross-
border trade and contacts have created a unique social
and psychological environment.
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The residents of Vitebsk Oblast, by contrast, are the
least likely to identify themselves as Belarusians. Ironi-
cally, this is also true for Grodno Oblast. 54.3% of the re-
sidents of Vitebsk Oblast consider themselves to be a part
of the threefold Slavic nation. The residents of Mogilev
Oblast seem to have the greatest difficulty in identifying
themselves, as 13.9% of the poll participants in this regi-
on were unable to state their identity. The findings for
Gomel Oblast were the closest to the national average,
portraying this region as highly balanced in terms of na-
tional self-identification.

It takes more than an understanding of the national
values, or an ideal of the future nation and state, to over-
come the past stereotypes. The Belarusian society has yet
to decide upon, and formulate such an ideal. It is there-
fore extremely important to examine the attitude of Be-
larusians to other ethnic groups and civilisations in ge-
neral. Perhaps this analysis may shed light on how Belaru-
sians perceive themselves in relation to others. It may also
define the country's place within the East-or-West dicho-
tomy and the degree of tolerance and friendliness shared
by Belarusians towards the neighbouring countries, pe-
oples and religions. As suggested by opinion polls, the
views shared by the Belarusian people on this matter are
as follows (fig. 3.4).

It is quite obvious that most Belarusians can be defi-
ned as good neighbours to all countries - Catholic, Pro-
testant or Evangelical. It is also true that not all of Belarus'
regions share Christian love and tolerance towards the
Western civilisation. There are considerable differences in
the way the Western values, and the values of Europe's ad-
vanced democracies, are perceived in different parts of
Belarus. The residents of Gomel Oblast show the least
confidence in the peaceful intentions of the Western civi-
lisation. As many as 37.2% of the poll respondents in this
part of the country see the West as being hostile towards
us, and the Orthodox nations in general. This finding is
very unexpected, as it was the residents of Gomel Oblast
who have received the largest amount of humanitarian
assistance from the West since the Chernobyl accident,
and who have sent the largest number of their children
for recuperation in European countries. Does this view
reveal the ungratefulness of the Belarusians or their true
mentality? The answers to this question may vary in sub-
ject and meaning.

Paradoxically, Grodno Oblast was found to be the se-
cond least loyal region towards the West. Located in the
immediate proximity to the Polish border, right near
NATO's borders, the residents of Grodno Oblast are high-
ly critical of their closest and more distant neighbours.
What are the possible reasons for such attitudes? Poland's
accession to NATO, new lines of division in Europe, and
numerous other developments, have certainly contribu-
ted to the feeling of estrangement from Europe, shared by
a significant proportion of Belarusians.

The political developments in Europe are giving rise
to new negative stereotypes, which many experts and in-
stitutions of society consider to be dangerous. For exam-
ple, the increasing gap in the standard of living between
Europe and Belarus gives rise to the opinion that it can
never be bridged. The findings and estimates of some aca-
demic institutions (e.g. the International Institute of Ma-

FIGURE 3.4

nagcment in Lauzannc) suggest, for example, that the
standard of living in Australia is nine times above the 'glo-
bal average'. In Austria it is 8.9 times higher than the glo-
bal average, in Switzerland 8.7 times, in Canada 8.36
times, in Norway 8.33 times, in Germany 8.2 times, in
Erance 8 times, and in the United States 7.9 times.

In Belarus, it is only 1.1 times the global average. Can
this really be considered an achievement? A standard of
living which is eight times below the leading democraci-
es of Europe can hardly qualify as a success of the many
decades of Socialist development. But this is extremely
difficult to recognise, and it is far easier to continue crea-
ting of myths about the advantages of the past system.

The rise of the economy and social advancement will
become a reality when the key social groups and opinion
leaders form a consolidated vision of the future and imp-
lement a common strategy for Belarus. Past stereotypes
can be overcome by reducing dependence on subsidies,
strengthening private property and liability and building
a civil society. Only then can the authoritarian and mani-
pulative values of the past gradually be replaced by the
ideas of democracy, free choice and civil responsibility for
the country's future. A solidarity that will form on the ba-
sis of those values may become the national idea of cho-
ice, and, ultimately, bring the society together.

Becoming a part of the global community

Any debate on the process of transformation raises
questions about the uniqueness of every individual co-
untry and its own path towards inclusion in the global ci-
vilisation, economy, communications, culture and arts.
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FIGURE 3.5

This question is also being discussed in Belarus, and the
answers vary, even amongst the authors of this report.

Belarus has never been in isolation from the world
community. It was one of ihe founding nations of the UN.
After the break-up of the USSR, it emerged as a nuclear
power, but gave up its possession of nuclear weapons.
This move was received positively by the world commu-
nity. Most Belarusians, however, were wary about the sub-
sequent expansion of NATO. The accession of the Baltic-
States to this bloc will create a new line of divide on the
continent, and make Belarus a real frontier state. The new
division of Europe may thus have a highly negative im-
pact. As a result of this process of estrangement, Belarus
has been isolated from the sources of investments and
modern technologies in the United States and Western
Europe, and this isolation has robbed its economy of a fu-
ture.

The 1990s gave rise to many illusions about a rapid
inclusion of the post-Socialist states in the world commu-
nity. However, various countries have been moving away
from their totalitarian past at different speeds and with
varying degrees of success. The difficulties of this process
can be seen from the way in which the Belarusian people
perceive themselves and the world around them. These
perceptions can be quite telling (fig. 3.5).

Three quarters of the people residing in Belarus have
identified themselves as its citizens. This is a positive de-
velopment, as only fifteen to twenty years ago, we were
conditioned, through internationalist indoctrination, to
consider ourselves a part of a "new community of nati-
ons" - the Soviet people. It is equally symptomatic that
the progress of globalisation is decreasing the importance
of our differences from everybody else. Instead, the focus
is increasingly on what unites us with the rest of the
world.

The choices made by the people and society are affec-
ted by those developments. They are being made against
the background of an ongoing integration in the global
communication and information flows. The world is pre-
occupied with the same issues - from terrorism in the
East to the partition of Microsoft in the West. It can the-
refore be stated without a shade of irony that Belarus is

indeed following the historical path of integration into
the world.

One small example of this movement is the percen-
tage of the poll respondents who have identified themsel-
ves as citizens of the world. The fact that 1% of Belaru-
sians - 740,000 out of 10,000,000 share this perception
of themselves is not just a play of emotions or a sign of
high expectations shared by a small proportion of Belaru-
sians. It is, rather, an important sign of the future. The co-
untry may not be well computerised, and the average
monthly salary may barely be enough to purchase a visa
to a neighbouring state, but there are still 740,000 people
who have surmounted these barriers of the present.

Interestingly enough, the largest number of cosmo-
politans resides in Minsk, where one in every ten resi-
dents consider themselves to be citizens of the world. In
Mogilev Oblast, by contrast, such views are shared by only
4% of the population. It is indeed possible to have two or
even three different visions for Belarus. And the progress
towards the future will go at different speeds for different
regions, as well as different social and professional
groups.

1b the Belarusian, the future has many aspects. It is
therefore important to understand the specifics of integ-
ration into the world community, which will become ap-
parent as early as in the next couple of years. We already
covered an important part of the way in the 1990s, when
the Gorbachev pcrcstroika plan exposed the country to
the outside world and opened up the world to us. But
there is still a long way to go.

What future will the coming decades bring? The in-
tegration of Belarus into the regional and global economy
is a case in point. As stated earlier, Belarus' inclusion into
the world will proceed through its integration into the
European Community. It is exactly this process that
shapes the external Influences on the country's develop-
ment.

The collapse of the iron curtain as a result of Gorbac-
hev's perestrioka policy has put Belarus in a treacherous
situation of choice, which would have been abstract un-
der different circumstances, but is of great practical im-
portance under the present conditions. We have been
made to choose between Russia and the European Union,
and, quite sadly. Ukraine is also a part of this baleful di-
lemma. We have found ourselves in a trap, in which the
values of the past and future arc becoming a matter of po-
litical bargaining and geopolitical maneuvering.

Let us leave it to politicians to find a compromise so-
lution that would enable a holistic and sovereign develop-
ment of the ex-USSR. Any such compromise would leave
Belarus a part of Europe and a country on the line of di-
vide between the East and West, or rather, the traditional
perceptions of what is a part of a common whole.

Belarus' future as a member the world community is
attributed to economic cooperation and economic links
with the outside world. It is therefore important to iden-
tify - as soon as possible - the interim niches which Be-
larus could occupy in a rapidly globalising world eco-
nomy. Should we launch new enterprises ourselves or wa-
it for foreign investors to come and build new producti-
on facilities and hire Belarusian manual workers and en-
gineers? This is also a highly practical issue.
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The movement towards integration is linked to chan-
ges in the structure of the economy, various sectors of in-
dustry and agriculture, as well as the nature of investment
flows and breakdown of budget revenues and expendi-
tures. Let us analyse the potential for transformations in
Ihe macroeconomic structure, which has always been a
subject of the global human development reports (e.g. the
Human Development Report for 1999, p.p. 184-187].

For example, the agricultural sector in Belarus produ-
ces 14% of the GDP - more than it does in Russia (8%) or
Ukraine (12%). However, let us compare those figures
with the industrialised European states. In Germany, agri-
culture accounts for only 1% of GDP, in the United Kin-
gdom 2%, and in Italy and Spain 3%. What to do with the
10-12% of excess rural population in Belarus is certainly
not an idle question, as it affects the lives of at least one
million people.

Industry, on the other hand, accounts for 44% of the
GDP, and services 42%. This share of industry in the GDP
is quite typical of the earlier stages of industrialisation. At
the dawn of the 21st century, however, it likens us to
countries like Saudi Arabia (45%), the Republic of Korea
(43%), Swaziland (42%) and Indonesia (43%). In our ef-
forts to be among states with a more advanced economic
structure, we can be guided by the example of countries
such as Norway (32%), the United States (27%) and Fran-
ce (26%). Achievement of this goal will depend on the
restructuring of the entire economy and successful job
creation in information industries, as well as the services
sector in general.

Belarus can realise its potential by increasing its pre-
sent share of services in the GDP, which is comparable to
countries such as Indonesia (41%), Guinea (42%), Niger
(44%) or Swaziland (40%). By doing so, it can create a
qualitatively new structure of the economy. In order to in-
tegrate into the world community, Belarus will have to
modernise its industries and restructure its economy,
bringing the share of services in the GDP to 64%, typical
of countries with a medium level of development. It will
certainly be more difficult to reach the levels of Belgium,
with the share of services in the GDP equalling 78%, or
Hong-Kong, with 84%. The proportion of services in the
GDP, however, could conceivably be increased from 42%
to 52%, by reducing the share of agriculture to 10%. Small
business development is known to have a positive impact
on building an advanced services sector. New jobs can ef-
fectively be created in line with this objective. This ap-
proach can also contribute significantly to the adoption
of new information technologies and to making the eco-
nomy more responsive to human needs.

Belarus' entry into the world community should cer-
tainly be gradual. Its speed will depend on how successful
the economic reforms will be. The faster the pace of re-
forms, the better the chances of competing and participa-
ting in the global economy.

The open-type economy that Belarus already has inc-
reases Belarus' chances of globalising sucessfully. Belarus
is an export-oriented country. Relative to GDP, exports
constitute a high proportion - as high as 60%. This figure
puts Belarus significantly ahead of many other European
countries, such as Sweden (40%), Iceland (36%), the Uni-
ted Kingdom (30%), France (24%) and Germany (24%).

Several other countries have a higher share of exports in
the GDP, notably, Luxembourg (91%), Belgium (68%) and
Ireland (76%). However, the real-term amounts that stand
behind those relative figures should also be taken into
consideration. In 1997, Belgium exported 14 times more,
and Portugal three times more than Belarus, even though
these countries are comparable to Belarus in size. It will
certainly not be easy for Belarus to make the best of its
potential in conditions of severe competition. Integration
into the world community is not limited simply to estab-
lishing closer industrial, economic and financial ties. It is
in fact a far more interesting and challenging process.

It should be emphasised that the diversification of the
country's foreign trade depends on its ability to embrace
universal values and the extent to which its citizens can
accept them as their own. It is therefore important for Be-
larus to expand its participation in international organi-
sations and multilateral economic, social and humanitari-
an projects. These projects can involve highway construc-
tion, development of communication networks, and use
of the Internet in education. It is equally important for
Belarus to play a greater role in implementing interna-
tional cultural projects.

These are the steps that would constitute an active
policy to develop Belarus' human capital and adjust it to
the new realities of a globalised economy. As a small and
open country, Belarus has no need to repeat the same er-
rors that have been made by other countries in their ad-
vancement to civilisation. There is no need to follow the
lead of the other countries, in an attempt to catch up with
them along their own development path. Instead, Belarus
can benefit from the opportunities opened hy globalisati-
on. This could be achieved through closer cooperation -
bilateral, as well as multilateral - with the leaders of the
world community, as it has the potential to accelerate the
development of Belarus and to help it adjust to the new
realities and challenges of living in the 21st century.

Belarus and Russia in the new
century

During the past two decades, Belarus has been deeply
integrated in the Russian economy and would like to
keep and strengthen its ties with its Eastern neighbour. It
is interested in preferential access to Russian fuel, energy
and mineral resources and the Russian corporate and
consumer markets. In turn, Belarus is a strategically im-
portant territory for Russia, which is interested in secu-
ring reliable links with Western Europe by road, rail, air,
and through the network of gas and oil pipelines. Up to
35% of Russian gas exports and 25% of it oil exports tra-
vel across the Belarusian territory.

Russians and Belarusians share common ethnic, cul-
tural and linguistic roots. They have a common history,
and many families in both countries have relatives living
on each side of the border. Nearly three million people
who were born in Belarus are living in the Russian Fede-
ration. Of them, 1.2 million are ethnic Belarusians. From
1990 to 1999, 332,200 residents of Russia settled in Bela-
rus, compared to 250,700 who went from Belarus into
Russia.
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At no time in the 20th century did the now sovereign
nations of Belarus and Russia have any conflict, or even
ethnic or religious tensions between each other, and their
relations have always been respectful and neighbourly.

Most Belarusians favour closer economic links with
Russia, as suggested by the referendum in May 1995,
when voters were asked to state whether they supported
the steps towards economic integration with Russia un-
dertaken by the president of Belarus. 82.4% of the Belaru-
sians who turned up to vote replied positively. A union
state with Russia was supported by 58.7% of participants
in the opinion poll conducted by the Novak agency in
March 2000. Another 37.7% were in favour of neighbourly
relations between the two independent states.

In Russia, opinion polls suggest clear popular support
for integration with Belarus. The Union State Agreement
has been supported by over 80% of the Russian public.
This is one out of the few policy issues on which the Rus-
sian society seems to have a very strong consensus.

A new chapter in the Belarusian-Russian relations
and mutual integration was opened in 1993 and 1994,
when the issue of monetary unification was brought to
the agenda. An agreement signed in April 1996 pro-
claimed a Community of Russia and Belarus. The Commu-
nity was meant to play a key role in establishing a com-
mon information environment and synchronising the
pace of reforms. The parties to the agreement also under-
took to adopt a common body of law. Although almost all
of these plans have remained on paper, a new agreement
was signed in April 1997, calling for a Union of Belarus
and Russia. The agreement confirmed and expanded on
many parts of the previous agreement and set a course of
action towards real integration in the economy and other
areas.

The main purpose of the Union is to increase popu-
lar living standards and create opportunities for people to
realise their potential. The citizens of Russia and Belarus
are given equal tights with regard to employment, sala-
ries, education, health care, exchange of housing and
ownership, possession and disposal of property. The
parties have undertaken to adopt a common approach to
calculating the minimum salary and pensions, and provi-
sion of social benefits.

However, the growth of the Union has not been a
simple process. Progress was impeded by differences in
the pace of economic reforms, structuring of a civil soci-
ety, and lack of funds. But however serious, these ob-
stacles could not stall the movement towards a union.

During the first years that followed the collapse of the
USSR, the economies of both countries were developing
independently of each other and followed completely dif-
ferent routes. Differences emerged in the speed of priva-
tisation, types of ownership and enterprise management
styles. Russia is moving along the path of liberal reforms,
while Belarus is rebuilding its economy under tight gover-
nment control. Therefore, the pace of integration is slow,
and the process itself is often controversial. Many pro-
mises that have been made remain unfulfilled, and most
bilateral agreements concluded by the parties are not
being implemented. As a result, the economic ties of both
states have been compromised, which ultimately has a ne-
gative impact on the socio-economic situation in Belarus.

The crisis that erupted in Russia in August 1998 in-
evitably affected the Belarusian economy, which is so de-
pendent on Russia. The cost of Russian fuel, energy sup-
plies and mineral resources increased, while the exports
of Belarusian machinery and equipment to Russia shrank,
mainly because the Russian customers were faced with se-
rious cash problems. In 1999, the turnover of bilateral tra-
de dropped by 26% relative to 1997. Exports declined by
32.3% and imports to 19.5%. In 1997, Belarus had a posi-
tive trade balance with Russia ($1,069 million). In 1999,
Belarus had a trade deficit of $524.9 million in its trade
with its Eastern neighbour. In 1999, exports to Russia fell
by 29.8% relative to the previous year. In terms of physi-
cal volume, exports declined by 7.7%, and average export
prices by 2 3.9%.

In this situation, Belarusian companies have aimed at
diversifying their trade and increasing exports to non-CIS
countries. Thus, trade and economic ties between Belarus
and Russia have yet to realise their capacity to become a
potent factor of integration. However, despite a certain
reduction in the amount of bilateral trade, Russia and Be-
larus have made significant progress in creating a com-
mon economic environment. Integration with the Russi-
an regions has been the most successful. Belarus mainta-
ins regular trade links with 79 out of 89 provinces of the
Russian Federation. More lhan 100 bilateral agreements
on trade, economic and cultural partnership were signed
from 1995 to 1999, and more than 40 twinning agree-
ments have been concluded to date with various Russian
cities.

During the last five years of the 20th century Belarus
and Russia have done a lot to promote bilateral integrati-
on, despite numerous difficulties and barriers. The results
of integration could have been more tangible, if the rele-
vant global experience had been followed. Such experi-
ence suggests that integration falls into several stages (hat
follow each other in succession - a free trade zone, a cus-
toms union, a common domestic market, an economic
union, a single currency, and, ultimately, a single parlia-
ment and a political union. In reality, many stages in the
integration of Belarus and Russia do not follow this suc-
cession. Although the integration of Belarus and Russia is
in fact a re-integration, this process has a different base,
and the development of regional alliances, such as the Eu-
ropean Union, is therefore a good example to consider.

The schedule for the integration of Belarus and Rus-
sia has been outlined by the Agreement on a Union State.
The Agreement was ratified by the parliaments of both
countries in January 2000 and has come into effect.

Economic integration should increase the capacity of
both states to pursue their common long- and short-term
objectives and increase popular living standards by bene-
fiting from the devision of labour between them. Such a
division should contribute to increased specialisation and
cooperation between the national economy and ultima-
tely lead to a resumption of economic growth. These
goals could be achieved by pursuing coordinated polici-
es towards economic reforms and management of the
economy, socio-economic development, foreign trade
and social support.

However, the Union Agreement is being implemented
with great difficulty, and many arrangements remain on
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paper. Too many issues still remain under consideration,
despite their urgency for the Union State. Belarusian and
Russian companies are not operating in equal economic
conditions, and the Russian government has unilaterally
restored customs checkpoints on its border with Belarus.
The union budget has been approved with a significant
delay, creating problems for the funding and implemen-
tation of Union State programmes. At the end of the first
eight months of 2000, the Union Budget was executed by
little more than 20%. The Union State is expected to have
a single currency by January 1,2008, and to introduce the
Russian Rouble by January 1, 2005.

Delays in the progress towards a union state are in
many ways the result of weaknesses in its basic docu-
ments, including the Union Agreement. The question
about the practical legal and institutional model of integ-
ration has yet to be resolved. The theory of government
distinguishes three types of state - unitary, federal or con-
federate. The fledgling union state does not fit into any of
those categories and is somewhere between a federation
and a confederation, with an affinity for the latter. How-

ever, a confederation is not a single state by definition. It
is rather a temporary alliance of two or more states estab-
lished for a specific purpose. The agreements between
Russia and Belarus, on the other hand, are on creating a
union state. The structure of this state is to be defined by
its Constitution, which should be enacted as soon as pos-
sible.

At present, the parties are implementing the Union
Agreement by moving towards a liberal federation. This is
not a rapid movement. In their progress towards a union,
the parties arc taking the utmost care to consider the
post-USSR realities and not to act to the detriment of the
Russian or Belarusian political establishment. Instead,
they are working to increase the geopolitical, economic
and defence capacities of both states.

However, this process is taking too long, and this con-
stitutes its main weakness. Delays are giving the oppo-
nents of the union the time to consolidate and act against
it. There is also the danger that the idea of a union state
might lose its appeal not only to the governments and po-
litical elites, but also to the citizens of both countries.
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Stability and reform - a vision for
the future

The systemic reform in Belarus has features that are
typical of most other transitional economies, notably:

" Production declined over an extended period of ti-
me (from 1992 to 1995), but began to recover in 1996;

• High rate of inflation, which continues to affect the
economy;

• High budget deficit, sometimes reaching 7% of the
GDP (including low-interest loans to large industries);

• Decline in investments (by more than one-half
over the period of reform);

• Continued weakening of the Belarusian Rouble;
• Falling living standards - 50% of Belarusians are

now living below the poverty line;
• High hidden unemployment, estimated at 10% to

15% of the work force;
• Foreign trade deficit, reaching 13% of the GDP in

1994;
• Falling competitiveness of Belarusian products due

to rising cost of imported materials.
Similar to other countries in transition, reforms in Be-

larus are aiming to increase popular living standards by
replacing the old administrative command system with a
decentralised, self-regulating system powered by market
forces. In Belarus, this transition has been guided by a
moderately radical approach, especially since the election
of the first president. Its purpose is to maintain the stabi-
lity of the socio-economic environment. Belarus has thus
opted for a gradual, evolutionary pace of reforms. This is
the path that calls for a high degree of state involvement
in the building of a new market infrastructure and sup-
port for key industries through direct subsidies and taxa-
tion privileges.

The progress of the market reforms in Belarus de-
pends greatly on the people's mentality. It is affected by
the difficulty of establishing new market institutions over
a short period of time. The reforms are also impeded by
the virtual absence of private enterprise at the time when
they began and the large number of enterprises whose
adjustment to the market environment is often slow and
difficult. In addition. Belarus has no rich natural resources
which could be sold or mortgaged to support the transi-
tion. And, lastly the majority of Belarusians, unlike Poles,
Hungarians, Czechs and citizens of the Baltic States, were
opposed to change and capitalist reforms.

Although the pace of transformation is slow, it fol-
lows the same rules as in the rest of the CIS. With the ac-
quisition of sovereignty, Belarus began to work towards
overcoming its isolation from the world community and
build an open-type market economy. Belarus has the eco-
nomic institutions of a sovereign slate, a government
structure and a monetary, credit and banking system.
Slowly but surely, Belarus is moving towards a diversified
economy and weakening the monopoly of the state over
the ownership of national assets.

One unique feature of reforms in Belarus is that it still
has the largest government sector of all transitional coun-
tries of the CIS, Eastern Europe and the Baltic States. In
1998, the private sector accounted for 50% of the GDP in
Bulgaria, 75% in the Czech Republic, 50% in Hungary, 65%
in Poland, 70% in Estonia, 55% in Ukraine, and only 20%
in Belarus.

Belarus' lag in this area is not entirely bad. By delaying
privatisation, Belarus has avoided the coming of a capita-
lism that is driven by the power of the former nomencla-
tura, monopolies and criminal communities, similar to
that which exists in Russia. On the other hand, self-guided
development of an oligarchic market is already under way
in Russia, while Belarus has been left with a powerless
corps of enterprise directors. Slow privatisation is inhi-
biting the growth of pressure groups that would support
the market reforms.

At the present stage, privatisation is as necessary as
ever, as it has the power to unleash private initiative. The
new people that would take charge of the privatised in-
dustries should be capable of modernising them and in-
creasing the competitiveness of their products. The pri-
vate sector should develop in parallel with this process, so
it can observe the surplus work force from the govern-
ment sector.

Slow reforms have had both a negative and a positive
impact on Belarus. By avoiding landslide privatisation,
strengthening its administrative and control functions,
and maintaining a high level of domestic demand
through monetary expansion, the state has succeeded in
supporting most enterprises and achieved a growth,
albeit fading, of GDP and industrial output. In addition,
official unemployment has been low (at 2% of the work
force), which has helped preserve social stability and pre-
vent large-scale income disparities.

The economic recovery was achieved mainly by res-
toring and strengthening the capacities that were under-
mined at the start of the Perestroika. As a result, the coun-
try is facing very much the same choice as it did in the
mid-1980s. It has to decide on the direction in which it
will move, because the present system of governance,
which relies on limited market self-regulation, has
reached the limits of its capacity. Although there are no
serious shortages of goods and services as under Soviet
rule, the economy is affected by a number of imbalances
resulting from the policies and priorities that have been
pursued to date.

Finance has been the worst affected. Some characte-
ristic features of financial instability are high inflation,
multiple exchange rates, rapid devaluation of the rouble,
cash flow problems and worsening financial problems of
the state and enterprises. Devaluation of the local cur-
rency and inflation are largely the result of the currency
and interest rates policies, which called for large-scale
money emission to support agriculture and housing cons-
truction. Although some of this money had in fact pro-
duced economic growth, most of it also contributed to

88



high inflation and rapid devaluation of the rouble against
other foreign currencies.

As such, inflation and devaluation are acceptable in
any economy that is undergoing a process of transforma-
tion. However, the scale of those phenomena in Belarus is
too high to enable effective macro- and micro- manage-
ment and affects the demand and savings dynamic of
both companies and individual households. Credit emis-
sion is a boost to both production and inflation. When
the market transition is stalled, it creates a supply of
money which can support economic growth only as long
as it continues to increase. Therefore, a reduction in the
amount of money injected into the economy precipitates
production decline- which would have happened any-
way given the continuous escalation of inflation and de-
valuation.

Credit emission can contribute to restructuring and
creation or expansion of growth points, only if the mo-
ney supply is channelled into the most effective indust-
ries, preferably those with a high export capacity. The ad-
ditional supply of money would thus be covered by ext-
ra goods and services, keeping inflation down. In Belarus,
however, credit emission is more a social and political
tool, rather than an economic one. Low-interest loans are
obtained by a large number of loss-making agricultural
enterprises, incapable of supporting themselves and pay-
ing those loans back. But such lending helps reduce social
tensions. As the restructuring of industrial enterprises has
virtually been put on hold, and the number of loss-
making or low-profit enterprises remains extremely high,
a cash-flow crisis in the economy has been inevitable, and
may lead to production stoppages in many companies.
The main reason for the cash flow crisis is the large num-
ber of inefficient and insolvent industries, not the under-
supply of money.

Research shows that corporate debt multiplies within
the production chain, generating an additional 2.2 roubl-
es of debt per every rouble owed by an individual enter-
prise. This is yet another indication in favour of taking ra-
dical steps to address the issue of loss-making companies,
including bankruptcy and debt restructuring.

Companies may be operating at a loss not only be-
cause they are using outdated technologies and their pro-
ducts are not in demand, but also because of anti-market
pricing. Although meeting a social need, cross-subsidies
and limitations on price growth are making prices a poor
guidance for the economy. Among other things, such po-
licies do not encourage investments in the most efficient
industries, whose products are in high demand. By at-
tempting to address complex social issues by simple me-
ans and by maintaining artificially low prices of staple
goods, the state is undermining the economic base of the
producers of those goods. This ultimately leads to stagna-
tion and recreates the same social problems that the state
was originally trying to solve.

The climate for investment remains poor, due to in-
adequate market institutions (particularly in ownership
and finance), widespread negative perception of private
enterprise, high rate of inflation and devaluation, and nu-
merous other factors. Although investments have increas-
ed somewhat in recent years, this process is still lacking in
efficiency.

The share of capital investment in production is fal-
ling, the amount of direct foreign investments - which
bring progressive technologies into the country - is low,
and the value of incomplete construction projects is ri-
sing. Creating a favourable investments climate should
thus become a key priority of economic reform, which
cannot be addressed without resolving the economic, so-
cial, and political issues related to it.

BOX 4.1

Where do our opportunities lie?

We have certainly pursued our own path of development, and borne with all the dire consequences of this
choice. We have seen our living standards decline, and local producers brought to the verge of bankruptcy. But we
can also benefit from some positive outcomes. What are they? First, we have had no shock therapy, which is a great
benefit. Second, the period of vast shortages, during which money could be made out of thin air, has ended. It is
no longer possible to purchase a tractor, resell it three times and pocket the difference. When this was possible,
up to 80% of the working population went into business - legal or illegal. Today, there is no deficit, and in order
to stay in business, one has to come up with a competitive product and meet the market needs - make clothing,
or grow medicinal herbs, for example. During the period of deficit, the Belarusian leadership was concerned about
high prices. In an attempt to escape the deficit - like a cat chasing its own tail - we were raising prices. Today,
nearly all prices have reached the limit. Producers cannot continue to increase them indefinitely, when cheaper
products are coming from elsewhere - from Russia or the West. An overpriced product will simply not be bought.

Reforms are scary in an environment of deficit. But in the absence of deficit, they are an excellent boost to en-
terprise development.

In addition, we have had no spontaneous, deregulated privatisation, and consequently, the gap between the
rich and the poor is not extremely wide. Although there is no equality cither, the great majority of the population
are in roughly equal conditions. In addition, the state apparatus is not corrupt. The level of corruption in Belarus
is not even comparable to that in Russia.

Tatyana Bykova,
President of the Max Kunyavsky Union of Entrepreneurs and Employers

"Tbis may seem Improbable, but we do have Another chance o/ building a civilised economy",
"Komsomolskaya Pravda v Belarusi" Newspaper. Issue 83 (22306), May 5-12,2000, p. 19
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BOX 4.2

The country's long-term future will depend on the
correct choice of priorities that would be relevant to the
local conditions and contribute to the nation's socio-eco-
nomic advancement.

Food, housing and export have been the main priori-
ties during the last five-year period (1996-2000). It ap-
pears quite likely that the same priorities, albeit slightly
modified, will remain in the next five-year period. Export
is a legitimate objective for a country poor in natural re-
sources. The relevance of the other priorities - housing
and food - is not so obvious.

Housing construction is certainly important for a
country where hundreds of thousands of households
qualify as needing new housing and have been put on
waiting lists. However, a direct solution to this problem is
hardly feasible or efficient in the difficult period of tran-
sition. Housing construction is highly dependent on im-
port. The total cost of imported supplies needed to sup-
port the housing construction programme for one year is
estimated at more than $1 billion.

Thus, by accelerating housing construction the coun-
try is only increasing the demand for export, which may
lead to serious problems, given the already high foreign
trade deficit and shortage of foreign currency. The growth
of housing construction also absorbs significant resources
that could otherwise have been invested in manufactu-
ring industries. Low investments in those industries have
already undermined their competitiveness and increased
depreciation of its assets.

Guaranteed food supply is important for any society
or state. However, it would hardly be correct to aim to
produce the entire range of staple foods within the coun-
try, especially as a large proportion of its territory is loca-

ted in a high-risk agriculture zone. Such an approach
would hardly be resource-efficient, and therefore would
not strengthen the nation's economic security, but de-
crease it. In addition, the efforts to reach and maintain fo-
od self-sufficiency rely not on cost-effective and high-
productivity agriculture, but on a simple expansion of
production. As a result, the reform of the agricultural sec-
tor is almost stalled, and low-interest loans arc extended
to all farms across the board, including the most inef-
ficient ones that will never repay them. As a result, the
money produces no visible return, and the supply of food
is declining year after year, partially due to bad weather.

Based on this assessment of the reform process and
economic environment - however incomplete it may be
- one may conclude that the stable and ongoing develop-
ment of Belarus will depend on its ability to address the
following key issues:

• Inefficient economic model and slow pace of insti-
tutional reforms;

• Lack of reform in many enterprises, poor support
for private enterprise, limited progress in enterprise res-
tructuring;

• Inconsistent monetary and credit policies, produ-
cing an environment that does not promote economic
advancement;

• High rate of inflation, which is a disincentive for
the manufacturing industry and investment activity;

• Multiple exchange rates, which create difficulties
for enterprises, foreign investors and exporters;

• An unbalanced price system, which creates financi-
al problems for many enterprises;

• A crisis in agriculture, caused by the lack of reform
in the agricultural sector and poor weather;

A working state - the Belarusian model

A mixed, socially oriented and diversified economy appears to be the most attractive model that is shaping out
during the process of transformation. The state has a major role to play in building such a model, and it is doing
so by applying the leverage needed to support the growth of the new economic environment and to create and
maintain the necessary microeconomic components. The experience of economic reform in the post-Socialist
states suggests that reliance on market forces alone, and disregard for the effect that a landslide privatisation and
liberalisation may have on people's lives, usually leads to significant disruptions in the economy. Belarus has not
followed that path, and has made the right choice. Despite the difficult problems that have compounded within
and outside the country, this choice has clear and recognisable benefits. A new government model has been put
in place, that combines the best of the local system and the most suitable and rational components of countries
with advanced market economies. This is an efficient government model that caters to the needs of companies of
all ownership types. It aims to create the incentives and motivation for productive and gainful employment and
guarantee a high return on investments, thereby encouraging the inflow of capital into the manufacturing sector.
The economic policy of the state should prioritise sustainable growth of production and high performance of the
national economy during the period of large-scale socio-economic transformation. The end result of this transfor-
mation should be higher living standards, approaching those of the industrial world.

M. V. Nauchitel,
Doctor of Sciences (Economics),

Professor, Department of Economic Theory,
Gomel State University,

B. V. Sorvirov,
Candidate of Sciences (Economics),

Head of the Department of Economic Theory

Source: "Western Schools of Economic Thinking and Transitional Economies",
Belams Economic Journal, Volume4,1999,pp.9-!0
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• Trade deficit and low reserves of currency and gold;
• High tax burden on enterprises that worsens their

financial situation;
• Low investment and innovation activity, preven-

ting the modernisation of fixed assets;
• Unstable growth of real personal incomes, increa-

sing income disparities; salary levels are inadequate to
provide an incentive to work productively;

• High demand for energy and material inputs per
unit of production, reducing the competitiveness of the
national economy.

Further steps along the path of economic transfor-
mation should be guided by a number of basic principles
and priorities.

Of them, continuity, integrity and direction are some
of the most important. Even the best of decisions are
doomed to failure unless these principles arc followed, re-
building the entire economic structure and environment
and leading to a new system of state governance. If these
conditions are not met, the economic environment will
develop spontaneously, rejecting the elements that do not
fit and creating the missing ones by trial and error. Global
experience suggests that no existing Western theory can
provide a recipe that could be followed without adjust-
ment to the local conditions. Attempts to follow such
theories and recipes have revealed the limitations of eco-
nomic theory in general in dealing with the problems of
a transitional economy. There has also been no confirma-
tion of the hypothesis that market behaviour and market
institutions may develop spontaneously during the period
of transition.

A socially oriented market economy - the govern-
ment's declared target - calls for a wider application of
institutional approaches as an aspect of economic theory.
One reason for the low effectiveness of transformation is
that it failed to recognise the important role of the insti-
tutional environment. Emphasis on institutional transfor-
mations in the process of reform seems more applicable
to Belarus than the neo-liberal approach with its focus on
liberalisation and stabilisation.

Systemic reforms should follow a specific and clear
objective. It should also be borne in mind that:

• Reforms are not an end in itself, but should bring
tangible benefits to the people;

• The market reform should serve, among other
things, to achieve sustainable economic growth. The re-
form should pursue a social agenda, which should consti-
tute one of its integral parts;

• There is a need for a public consensus on the ques-
tion of reforms;

• Achievements in socio-economic development
should be the benchmark for assessing the directions of
the market reforms and motivation of the key actors;

• The market transition should not be assessed on
the basis of short-term benefits, but should be evaluated
with respect to its strategic goals and its long-term effects.
This requires an understanding of the long-term nature of
the transformation process, as well as the need to achieve
deep and sustainable results and to avoid making fast, po-
orly considered choices.

When formulating the nation's development priori-
ties, the following factors should be considered:

• Specific circumstances of Belarus as a small coun-
try with an open-type economy;

• National, cultural and spiritual traditions of the
Belarusian People;

• Economic and geographic location, climate, natu-
ral and mineral resources;

• State of fixed assets in various industries;
• Human resources and skill of the workforce;
• Scientific- and technological capacity.
A thorough analysis of those initial conditions sug-

gests that a small country such as Belarus, which is ext-
remely dependent on foreign trade, should consider ex-
port as its main priority. In its export activity, Belarus
should build on its competitive advantages and the li-
mited resources that it has. Within this approach, em-
phasis should be made on:

• research intensive industries, including enginee-
ring - building on the depleted but still significant reso-
urces that are left;

• chemical and petrochemical industries, by exploit-
ing the reserves of potassium salt and the network of
high-capacity oil and gas pipelines that cross the country;

• Wood and timber industries, benefiting from the
significant reserves of wood;

• Flax and potato farming, taking advantage of the
favourable natural and climatic conditions for such acti-
vities;

• Transport and communications, benefiting from
the favourable geographic position of Belarus as a transit
territory.

By adding priority to these industries, and industries
related to them, Belarus can form an economic base for
improving popular living standards, public health and
large-scale housing construction. The development of
other sectors should be guided by the interests of econo-
mic security and spontaneous market influences, such as
capital flows.

It is also essential to avoid any uncertainty over pro-
perty rights during the transition period. De-jure property
owners should become de-facto owners, whatever the
mode of privatisation - cash or non-cash, rapid or slow.
This transition is necessary to ensure effective control
over property and prevent its demise or endless re-distri-
bution. With the greatest proportion of government pro-
perty of all transitional states, Belarus should not go for
rapid privatisation, but privatise its property by finding a
strategic owner for it. In doing so, it should consider the
broad variety of ownership types in addition to private
property. The surviving structures of the elassic institution
of private property are rudimentary, as suggested by the
tendency to separate ownership from management and
to combine various elements of property rights in nume-
rous different ways.

The integration of transitional economies into the
global system proceeds under the dominance of globali-
sation. Even a large and self-sufficient country such as
Russia cannot protect itself from such influences, some of
which may be very detrimental. Russia's predicament only
shows how serious this problem is for Belarus, and how
carefully it should choose its approaches to resolving it.
The reform of the Belarusian economy in the context of
globalisation should embrace domestie and foreign trade
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and promoie its active integration in the global markets
of capital, goods, labour and information. The reform
should support Belarus' inclusion into multinational com-
panies and industrial finance companies.

The state should not totally abandon its control over
the economy, but its functions should change substan-
tially. The strategic goal of the state is to promote new
economic relationships during the period of transition. Its
efforts should be directed at supporting private enter-
prise, restructuring and reforming government industries,
developing and enforcing the rules of behaviour in the
markets, and numerous other areas. It is important that
such rules be enforced not only in the goods markets, but
also in the labour, capital and property markets. The ex-
perience of reform in post-socialist states confirms that
the neo-liberal approach to the involvement, or, rather,
non-involvement of the state in the economy is counter-
productive. The state should become an active player and
a partner in the market system. This approach does not
put the state outside or above the market, but makes it a
part of the market system, and an equal player in it.

There is now an understanding of the need to change
the economic policy. The trends in public opinion, sug-
gested by a scries of IISEPS polls, conducted from 1994 to
1999, suggest that Belarusians are prepared for the mar-
ket reforms like never before. 72.1% of participants in the
June 1999 poll indicated that they would build their lives
on the principles of a market economy, up from 51% in
1994. In addition, 50.7% of the poll respondents agreed
that private property was more efficient than government
ownership, versus 45.9% in 1994. This is a favourable
background for accelerating privatisation, enterprise de-
velopment and market transformations.

It is also obvious that monetary policies are a weak-
ness of the overall economic policy, and should be impro-
ved as a matter of priority It is time to break away from
the practices of cheap money supply and credit emissions
for the needs of the agricultural sector and housing con-
struction. The dominance of subsidies in the economy,
however well-intended, does not resolve a single social
problem. In fact, it is a detriment to social development in
the long run. However, an abrupt end to subsidies would
not be helpful, cither, and could do irreparable damage to
socio-economic development. Therefore, any economic
reform should be gradual.

A strategy for Belarus - a social
and humanitarian alternative for
the next century

Choosing a national development model is a long and
difficult process. This statement fully applies to Belarus,
which isnow identifying its geopolitical and socio-econo-
mic priorities. Although this has been an ongoing process,
it has traditionally been led by the government, which,
figuratively speaking, held a monopoly on visions of the
future. It is now possible to discuss, and even condemn,
the impressive plans to build communism in 20 years,
which were made at the behest of Nikita Khruschev and
the entire Communist Party in the 1960s. But it should
also be recognised that those plans would have had a re-

alistic chance of success if society had been able to adapt
to the global changes and learn to use its human poten-
tial effectively. Incidentally, it was at this stage in history
that there eame an understanding that education and in-
tellectual development could pave the road to a brighter
future. With hindsight, this was the time when it was first
understood that governance had to undergo a compre-
hensive change, putting equity and human development
at the top of the agenda.

At the beginning of a new century it also became
clear that the nation's future is a multi-dimensional pic-
ture. There may be several, or even an infinite number of
terms or points of reference from which this future can
be viewed. It is therefore difficult to imagine the govern-
ment, officials or a group of politicians or non-partisan
intellectuals holding a monopoly on shaping the coun-
try's development strategy. Society's reaction to the views
held by all of those groups and parties remains the only
variable. It is up to society itself to make judgements and
choices with regard to those views and agendas, and it is
this reaction that will ultimately constitute the nation's
strategic choice,

Socio-economic choices - a strategy for
consolidation

There are a variety of theories and concepts addres-
sing human development, which is only natural for a
changing world. For us, the choice of a development stra-
tegy is the case in point. This is the choice that will affect
our jobs, education, social services, education and health
care in the next century. It is the opportunity to make
choices in those areas that will affect our quality of life at
present and in the future. Freedom of information, access
to social resources, dialogue and respect for the opinion
of the majority and minority are all important factors that
enable such choices. It is therefore quite alarming that the
number of daily newspapers read by Belarusians declined
from 15 to 11 copies per 100 population. This decline
looks even more impressive if compared to the 1990 fi-
gure (29 copies of daily newspapers per 100 people).

The humanitarian background of Belarusians has be-
en extremely complex and intricate. During the 20th cen-
tury alone, the nation has suffered four powerful shocks:
(1) World War 1; (2) Stalin's rule of terror, leading to the
extermination of the Belarusian intellectual elite in the
1930s; (3) World War 2, which took the lives of one-third
of the Belarusian population; (4) the Chernobyl disaster,
in which 70% of the radioactive fallout was absorbed by
Belarus.

By putting these shocks into a historical context, it
becomes certain that no number of indicators would be
enough to describe their consequences and impact on
the nation's present. But it is dissatisfaction with this pre-
sent situation - not just with regard to human develop-
ment, but also with the limitations preventing people
from performing at their best - that is giving rise to new
development programmes. These are the programmes
that are shaping public opinion and enabling the people
to see the future and to assess their own chances of suc-
cess in a new situation, dominated by new priorities.

The experience of transformation in other European
states indicates that the transition from a totalitarian so-
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ciety and a planned economy is an uneven process, and
makes the interests of various population groups ex-
tremely polarised. It also has some surprises. In Belarus,
for example, a 3% rise in the GDP in 1999 was accompa-
nied by a 2% decline in the real incomes of its households.
It is obvious that any transformation in society will have
its winners and losers. But the main problem lies in arti-
culating the shared interests of the leading economic and
political elites and establishing a common ground bet-
ween them. In Belarus, this process has certain limita-
tions, as the social elite are not developed and the inte-
rests of the leading social groups have yet to be formu-
lated. Under those circumstances, the main focus should
be on identifying the general priorities and orientations
to guide the future development of the nation and state.
In some cases, the government - itself a corporate group
of managers - may be less successful in doing so than a
team of independent experts in political science, socio-
logy and economics. The project to formulate such a
common agenda has been successfully implemented in
this country. It is called "A Strategy for Belarus" and cre-
ates a new basis for social consensus in the mid- and
long-term perspective.

For many citizens of post-socialist countries, the de-
bate about the future is not an optimistic one. Disintegra-
tion of the old political and economic fabric does not
automatically lead to a new, better structure. Old and new
values often interfere with each other, giving rise to fresh
problems.

One such problem is a national idea. Is there a plat-
form that could be shared by a professor, carpenter, dip-
lomat, scientist, farmer and politician - an idea that
would shape a new country in the 21st century? The an-
swer to this question should not be abstract, or removed
from real life. The ability of society to consolidate around
one or several visions can create a synergetic effect, and
make its life more whole and meaningful.

Bclarusian society can not consolidate around some
abstract idea. But it could be brought together by a sha-
red feeling of solidarity and responsibility for the future of
the current and coming generations, a healthy living en-
vironment, comfortable old age, social peace, public and
personal security, and spiritual advancement. In order to
become a factor of integration, this shared agenda should
look to the future - not the past, or the patchy present.
Recent events have demonstrated that the past is not a
unifying factor for every nation and nationality. Nor is the
present - marked by changes in lifestyles, as well as new
pressures, challenges and problems - truly conducive to
genuine consolidation within society and its key instituti-
ons.

Another important question is how identical the inte-
rests of the citizens and the state are. The national inte-
rest is always a compromise of the views shared by indivi-
dual groups of the population. The national interest can-
not be separated from, or stand above, the interest of the
citizens. It is for this reason that the basis of Belarusian
statehood is formed by a political community of citizens,
in which citizenship does not depend on the individual's
ethnic background, ideology, sex, age or other distinctive
factors. The nation's development strategy should thus be
based on a genuine consolidation of society and its main

political and economic elite. But there is also the ques-
tion of how we view our ideal future and what develop-
ment models or approaches we should follow.

Perceptions of an ideal country - a new illusion?

The 1990s have been marked by extremely rapid de-
velopments in the country, which have affected the qua-
lity and stability of life. Society has become extremely ten-
se and more aggressive than before. Many of its members
are convinced - quite mistakenly - that their lives have
become worse due to unfavourable external influences,
enemy activities, poor crops, floods and bad weather. So-
cial disintegration has been fast, eroding all of the positi-
ve social assets gained during the post-war years. One
such asset has been a high degree of social solidarity, an
endemic achievement of the totalitarian state.

The disintegration of the social fabric has already be-
come dangerous, as evidenced by a large number of indi-
cators. The number of crimes committed by men per
100,000 male population rose from 9 in 1998 to 16 in
1999- Instability and disruptions to the social system have
brought about an overall increase in crime. In 1990, there
were 156 prisoners per 100,000 population. We are ente-
ring the new century with 468 prisoners per 100,000
Bclarusians. A threefold increase in the number of crimi-
nals may be the result of stricter laws or of our tendency
to break the law more often. The latter is more likely than
the former. Another sign of the weakening social fabric is
the increase in per capita alcohol consumption (to 9.9 lit-
res per year), as well as the spread of HIV/AIDS and drug
abuse.

In this situation, it is quite natural for people and so-
ciety to look for an ideal country that represents their
perception of a better future. They arc looking for this
ideal among the existing countries of the world. And alt-
hough the results of this search are frequently not based
on first-hand personal experience, but rather on media
reports or opinions of friends and acquaintances (the op-
portunities to travel are still limited for most Bclarusians),
the views of the Belarusian people on this subject are cer-
tainly of interest' (table 4.1).

Germany and the United States are certainly the lea-
ders among countries viewed by Bclarusian people as an
ideal model of a better future for themselves. Living as in
Bremen or Cologne is the desired image of society to
which most residents of Belarus aspire. The United States
is also listed among countries with high achievements in
social and economic development.

Apparently, the views of the Bclarusian people are dif-
ferent from those of the UN experts who compile a glo-
bal rating of countries based on their Fluman Develop-
ment Index. According to the UN, the top places in this
rating arc taken by Canada, Norway, the United States,
Australia and Iceland Germany comes in only 14th. But
Belarusians seem to have a different opinion on this sub-
ject.

It is remarkable that Russia, Belarus' partner in integ-
ration, was ranked 62nd, and Belarus 57th, while only 1%
of Belarusians would like to their lives to resemble Russia.

1IISEPS opinion poll, April 2000 (1495 participants, margin
of error did not exceed 0.03%).
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Uncertainty about the future makes more people wil-
ling to emigrate. How big is the number of potential
emigrants? Nearly 35% of participants in a recent opinion
poll conducted early in 2000 indicated a willingness to
settle in another country. This proportion had increased
by as much as 4% during the previous six months. The
willingness to leave the country - shared by more than
one-third of Belarusians - is indeed an -alarming sign
(Germany, the United States and Poland ranked among
the most desired destinations).

This high potential for emigration can hardly be a
sign of improvement. It may rather be the result of a gap
between our expectations and the results achieved. In an
extended transition period, fatigue can become a major
factor, as people become tired of the hardships and wish
for a comfortable and decent living. But there are 3.5 mil-
lion Belarusians who do not believe that these objectives
can realistically be achieved in their own country.

This leads up to another problem - the rise of myths
and illusions about an ideal society Most people raised in
the "purcly socialist" system have no idea about life in
another cultural, social and economic environment. Their
perceptions often are based on an idealistic image, not on
reality.

There are many explanations as to why so many
people think that their potentials could not be realised in
their home countries. One question that comes to mind
in this respect is whether the intellectual and cultural life
in Belarus has become richer, more vibrant and interes-
ting. So far, the answer has been negative. During the
1990s, the Bclarusian society has been unable to consis-
tently improve its education, art and culture because of
the economic recession. In addition, more than 50,000
scientists and highly skilled professionals have aban-
doned their research and academic careers. It is the scien-
tific and intellectual community that has suffered the big-
gest losses at the initial stages of the market transition.
The number of artists, for example, has reduced by 4600
since the end of Soviet rule.

Social and economic stress gives rise to anti-democ-
ratic values and ideals. Unmet expectations and limita-
tions on self-realisation contribute to the origin of the
more hard-line views of the present and future. The ques-
tion on whether the reforms in Belarus have passed the
point of no return is still open and extremely relevant. In

the future, Belarusian society may still choose to abandon
the path of reforms in favour of other models or scena-
rios. In this respect, the findings of the opinion poll "Be-
larus and the World", conducted in April 2000 can be of
great interest (table 4.2).

It seems important that 57% of Belarusians do sup-
port democracy. This preference may be formal and not
fully understood, but it is in favour of democratic rule. It
should also be borne in mind that this choice - between
democracy and non-democracy - will continue to rema-
in in the focus of public attention in the next few years.
The preference for democracy is the most outspoken in
Brest Oblast, where 66.8% share a loyalty to democratic
values. The population of Vitebsk Oblast in the North and
North East of Belarus (bordering on Russia and Latvia) is
relatively indifferent to democracy, while the residents of
Gomel Oblast in the South-East of Belarus (bordering on
Russia and Ukraine) seem reluctant to abandon totalitari-
an values. Thus, the 10 million strong population of Bela-
rus is not homogenous - contrary to the predominant
opinion shared by a large number of sociologists and eco-
nomists.

Despite different perceptions about the future, exis-
ting illusions about the neighbouring states, and mun-
dane daily routine, Belarus still has good chances of buil-
ding a civil society and market economy. A basic agree-
ment has been reached on the strategies of socio-econo-
mic reforms which would help propose a sequence of
steps towards those strategic objectives and lead to a
major breakthrough into the future. Progress towards re-
forms is seen as a series of actions to change people's liv-
ing conditions, so they can successfully develop and rea-
lise their potential.

Step by step - the road to reform

The Belarusian population does not consist entirely -
or even predominantly - of reformers. It has in fact been
one of the official positions that Belarus only needed to
improve the system that it had in the 1970s and 1980s,
and not rebuild it completely. Because of this official view,
the notion of reform has been met with strong disappro-
val. Some still share this attitude, and the fact that this
view still exists is normal for society.

Society should be able to see its past, present and fu-
ture in all of its complexity A simplified view can result in
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a primitive approach to human life, as well as the spiritu-
al and intellectual development of a human being.

However, other transitional economies have demons-
trated the need for reforms for countries whose econo-
mic human potential is similar to Belarus. Hungary, the
Czech Republic and Bulgaria have been following the
path of reform more or less consistently. Poland, Slovakia,
the Czech Republic, Slovenia and Estonia are already
placed among countries with a high human development
ranking. Belarus, by contrast, is a country with a medium
human development ranking, similar to Lithuania, the
Russian Federation and Latvia.

Why is Belarus among countries with a medium hu-
man development ranking? One apparent reason is a low
average life expectancy ai birth - 68.1 years, as opposed
to 80 in Japan. In Jamaica, mean life expectancy at birth
is 75 years, and in Saudi Arabia 71.7 years', but these two
countries have a lower human development index than
Belarus.

The economy of the future is being built at present.
The foundation of this economy is still in question. Which
system is better liberalism - which builds on egoism and
competition for the consumer - or a social-democracy as
a way of keeping subsidies, discounts and other types of
support from the government, which does not perform
well in pursuing its economic policy?

High GDP per capita and education index call for an
economic programme that considers improving popular
living standards and creating a favourable living environ-
ment as its top priority. These objectives could not be ac-
hieved without rebuilding the economy on the principles
of efficiency and competition. Therefore, the concept
proposed by the nation's socio-economic development
plan emphasises the following ends:

• Creating a national consensus on the directions of
further development;

• Implementing reforms for the benefit of the peop-
le, aiming to improve popular living standards and ex-
pand people's political, economic and social choices;

• Laying the ground for an efficient and competitive
economy, thus making it more socially oriented and
people-friendly;

• Enabling unlimited cultural development, building
on the nation's cultural heritage and the general Europe-
an tradition;

1 Human Development Report 2000, UNDP.

• Protecting the physical health of the nation and co-
untering environmental threats.

Complex socio-economic issues

Successful resolution of socio-economic problems
depends on an adequate strategy, tactic and a sequence of
changes. It is important to start reforms in all areas simul-
taneously, bearing in mind that the time required to im-
plement them will be different in each area and depend
greatly on the circumstances. Enterprises and households
will be given time to adapt to the new environment
during the first several years of reform, and the govern-
ment will undertake to achieve tangible results in macro-
economic stabilisation. The indicators of its success will
be as follows:

• Budget deficit is 3% or less;
• Foreign and domestic debt payments not exceeding

8% of the GDP;
• Rale of inflation no higher than 15%-17% per an-

num;
• Public spending not exceeding 40% of the GDP;
• Foreign exchange rate established on the basis of

supply and demand;
• Rate of unemployment no higher than 15%;
• Private sector employment exceeds 60%;
• Private savings amount to 15-20% of the GDP.
Meeting those targets is the mid-term objective of the

reform. This will be supplemented by a new social and
psychological environment, of equal economic opportu-
nity ("an economy for all"). If followed, ihis principle will
prevent the rise of the oligarchs and inequitable distribu-
tion of property and power. Transparency of government
is a prerequisite to a competitive market environment
and protection against corruption and abuse of economic
power.

This economic policy will be implemented gradually,
as required by the logic of reform. The process of transi-
tion will thus be divided into stages, each bringing Bela-
rus a step closer to the market economy.

Economic adjustment and growth of a favourable bu-
siness environment (year 1-1.5). Inflation is gradually
brought down, and steps are taken to soften the blow of
a tighter monetary and credit policy. The government
decreases its intervention in the economy and reorgani-
ses key institutions of economic power. Liberalisation is
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accompanied by the strengthening of private property
and making the players in the market economy more res-
ponsible for their economic performance.

Stabilisation and laying the ground for an economy of
growth (year 2-3). As key macroeconomic targets are
achieved, an active policy is pursued to rebuild social ser-
vices and preparations are under way for constructive so-
lutions to the problems of the agricultural sector. The go-
vernment takes steps to activate its industrial policy, pro-
mote export, streamline the economy and eliminate de-
pendence on subsidies in all areas of economic activity
Through institutional support, a gradual transition of pro-
perty is ensured into the hands of the most competent
and efficient owners. Popular living standards increase.
Average monthly salary reaches an equivalent of
$250-$300.

Completion of institutional reforms, modernisation
and globalisation (year 4 and onwards). Main institutional
reforms arc complete, as are the second phase of the land
and agricultural reforms. Initial restructuring and privati-
sation of small and medium-sized enterprises is finished,
and their inclusion in multinational companies achieved.
The education system is brought to a new quality level,
and active pension reform is in progress. The overall du-
ration of this stage is 15 to 20 years. By the end of this pe-
riod, the Belarusian economy will have been integrated
into the world economy. Other expected results include
substantial poverty reduction as a result of greater econo-
mic efficiency achieved through reform. Average monthly
wage grows to $800-1000, as prices reach average global
and regional levels.

All of these stages have clear objectives. Actions to be
undertaken in each of them pursue the triple objective of
liberalisation, stabilisation and efficiency. The quality of
the reforms is of particular importance, and will be ensu-
red through public dialogue and reliable public control
over privatisation and social reforms. The Belarusian soci-
ety will thus consolidate and focus on implementing cle-
ar and specific goals and objectives through transparent
policies and mechanisms. In the beginning, emphasis will
be made on economic efficiency. Later, when GDP and
personal incomes increase, targeted social support will be
provided to the needy, and that support will be more sub-
stantive than that offered by the present social program-
mes.

The reform programme "Step by Step" will change
the economic and social environment in Belarus. Free-
dom and democratic values in business could not be up-
held without a strong middle class, and a community of
wealthy citizens. They will become the key actors in the
transformation of the present-day post-socialist economy

of Belarus and converting it into a market-driven one. It
is also important for Belarus to identify its niche in the re-
gional and global economy. By doing so, it will succes-
sfully complete the first stage of globalisation and benefit
from the global intellectual resources and the achieve-
ments of modern communications and information tec-
hnologies. As a result, the Belarusian society will become
more unified and more capable of dealing with the new
challenges of the 21st century.

An open, democratic dialogue should become an im-
portant component of such a transformation and the
principle tool of building a national consensus on key
long-term actions and solutions. Such a consensus is a key
prerequisite to stability and predictability in the develop-
ment process, and a factor of economic growth.

Business and economic development would be in-
conceivable in a situation of constant changes in econo-
mic law, taxation and employment regulations. Compro-
mise, and a commitment of the key players to honour
their obligations, can create real opportunities to solve
the nation's socio-economic problems. It should also be
borne in mind that the absolute majority of Bclarusians -
60 to 65% - are neither firm supporters nor convinced
opponents of extreme solutions or choices (between
classic capitalism and classic socialism, for example). This
majority is the most interested in stability and forward-
looking state policies.

Some examples of such policies can already be found.
Russian reformers, for example, have proposed to intro-
duce a single taxation rate of 10%, which, if applied, may
change the situation substantially. This solution can also
work well for Belarus. A single low taxation rate can do a
lot to bring companies and individuals out of the shadow
sector and raise personal incomes. Although such a taxa-
tion policy is definitely not applicable to any of the ad-
vanced market economies in Europe, it is a good ap-
proach for countries such as Russia and Belarus.

The government could do a lot to ensure the progress
of the market reforms by offering guarantees of success
and social support for citizens. A pro-reform government
could perform effectively only in an environment of gra-
dual democratisation.

It should also be emphasised that economic policies
should be pursued in a calm and sensible manner by res-
ponsible professionals, not by dilettantes. These are the
policies that would raise living standards and economic
prosperity for the people, not the greatness of the state or
the nation. If this objective is successfully achieved, the
economy itself would be capable of accelerating the deve-
lopment of the human capital and become a source of
opportunities for people to realise their potentials.
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" Some statistical data for 1999 presented in this report are preliminary and may be updated, similar to data
for 1998 and the previous years.
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