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Business in Belarus 2015: Status, Trends, Perspectives. In 2015 there were certain events which had a major
impact on the business environment in Belarus. The report analyzes new business conditions and their trends,
availability of external financing for Belarusian SMEs and how Belarus’ participation in the Eurasian economic
integration influences their work. The report evaluates situation with corruption, examines infrastructure support
for small and medium businesses, as well as its role in promoting and protecting the interests of the Belarusian
business community.
The Appendix contains the results of the SME survey carried out in May 2015.
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1. Introduction

The year of 2015 became one
of the most challenging years of
independence of Belarus. In the
political context, this was the year
of the presidential elections taking
place amid internal instability in
neighboring countries (Ukraine),
and a serious crisis in relations
between the two main partners of
Belarus – Russia and the European
Union. No less severe was the social
situation. Under external turbulence
the income of the vast majority of
the population decreased, while the
government found it increasingly
difficult to fulfill their obligations to
the society.
The Belarusian economy in 2015
was marked by yet another deep
crisis. Although the devaluation carried out at the end of 2014 helped
improve the trade balance (the
year-end balance of trade in goods
and services was positive), and
the inflation for the first 9 months
totaled slightly more than 10%,
other economic indicators signaled
serious economic problems. The
gross domestic product (GDP) for
the same 9 months decreased by
3.7% and continued to decrease.
In the medium term, the Belarusian
economy is likely to stagnate.
The Belarusian authorities give external factors as the main causes of
the problems in the economy. This
is stated both in the reports of the
Ministry of Economy of the Republic
of Belarus and in speeches of individual civil servants. The President
of the Republic of Belarus seems
to share a similar view. The conflict
between Russia and the West led
to sanctions against Russian enterprises and even entire sectors
and had a negative impact on the
situation in the Russian market. This
was aggravated by lower prices for
Business in Belarus 2015

raw materials (including energy).
All these factors could not but affect
the capacity of the Russian market,
which is the target market for the
vast majority of Belarusian large
enterprises, as well as the activities
of those companies that use imported intermediate raw materials
from Russia, resulting in the decline
of trade and production in Belarus.
We can agree, to a certain extent,
with this interpretation of the causes
of the crisis in the Belarusian economy. It is well known that Belarus has
an open export-oriented economy,
though still with relatively low competitiveness and limited diversification of foreign trade. Obviously, such
an economy is highly sensitive to
external shocks. It is logical that its
further improvement and growth will
be largely determined by the external environment.
However, the negative impact of
external factors does not mean the
absence of internal problems. The
fact that these problems are largely
recognized at the national level is
a positive sign. The authorities are
more ready to engage in a dialogue
with experts and the business community. They more often organize
regular joint meetings and events
devoted to discussions of certain
issues. Moreover, even at the high
level, the government of the country does not deny the possibility of
reforms though pointing out that
their depth will depend entirely on
the willingness of the Belarusian
population.
However, it has failed to achieve
comprehensive progress in the
solution of these problems so far.
This is evident, in particular, in the
development of the private sector
in Belarus. The Program of State

Support for Small and Medium-Sized
Enterprises for 2013-2015 intended
to increase the contribution of SMEs
to the Belarusian GDP to 30%, and
even more ambitious targets of 50%
were set by 2020. These outcomes
were to bring Belarus closer to the
most developed Western economies
such as the United Kingdom (where
the share of SMEs in the economy
is 50–53%), Germany (50–52%),
Italy (57–60%), or France (55–62%).
On average, the share of small and
medium-sized enterprises (SMEs)
in the EU economies is more than
60%, and in the US – 50–52%.
However, as practice shows, the
share of SMEs in the Belarusian
economy still remains below the
target level (it is expected to reach
the share of 25.0% by the end of
2015), and its growth in the last
year practically came to a halt. No
doubt, the economic crisis played
its role hampering the development
of the private sector, preventing the
emergence of new businesses and
development of the existing ones.
However, one must admit that there
are other restrictions remaining in
Belarus that do not contribute, to
say the least, to the development
of domestic business. This is evidenced by the international ratings
according to which Belarus still has
a fairly low position by the majority
of parameters. For example, Belarus
had the 57th place in the ranking of
Doing Business-2015. However, if
its position in the ranking of the last
year was determined according to
the new methodology, it would show
that the position of Belarus over the
past year remained the same.
Meanwhile, the development of Belarusian small and medium busines
ses, according to Vladimir Zinovskiy,
Minister of Economy, is a priority for
5
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the next five years. But even today
we can say that many challenges
will be impeding the achievement
of this objective. They include both
“traditional” administrative problems,
slow pace of addressing them, and
economic difficulties in general that
do not allow Belarusian companies
to attract resources for the rapid
growth and development. Finally, we
should take into consideration the
Eurasian economic integration the
impact of which on the Belarusian
business environment and the situation of domestic SMEs still remains
unclear.
This situation calls for new and unconventional measures to support
private initiative in Belarus. A survey
of Belarusian SMEs, their views on
certain issues of economic and administrative measures and changes
of the existing laws and practices
might facilitate this. Special attention should be given to assessment
of the current state of dialogue between the government and business.
This edition of the annual report
Business in Belarus: Status, Trends
and Perspectives touches upon the
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key issues of development of SMEs
in Belarus in 2014–2015. It has the
following structure. The second section analyzes the current situation of
SMEs, main trends and impediments
to their successful growth and deve
lopment. The third section studies
access to finance for Belarusian
SMEs. The fourth section gives a
comprehensive assessment of the
participation of Belarusian SMEs in
the Eurasian integration, and the impact of membership in the Customs
Union (CU) and Eurasian Economic
Union (EEU) on the private sector
in Belarus. The fifth section gives
a more detailed assessment of the
Eurasian Economic Union (EEU)
by SMEs according to the survey
in 2015. The sixth section studies
corruption and its impact on SMEs
in Belarus. The seventh section
analyzes the economic situation of
SMEs and their views on the main
challenges and obstacles in doing
business as members of business
associations and considers their
views on the National Business
Platform. The report also includes
the Appendix with detailed results of
the survey held in May 2015.

The contributors of the report include
Igor Pelipas, Andrei Skriba, Irina
Tochitskaya, Alexander Chubrik,
Gleb Shymanovich and Daria Uryutina. The authors would like to thank
all those who took part in the research and round table meetings facilitating constructive discussion on
the issues connected with fostering
business development in Belarus.
The IPM Research Center would
also like to thank the Axiometrical
Research Laboratory NOVAK for assistance in carrying out the survey of
SMEs. The authors are particularly
grateful to Yaroslav Romanchuk,
Head of the Scientific Research Mises Center, and Vladimir Karyagin,
Chairman of Minsk Capital Union of
Entrepreneurs and Employers. Special thanks also go to Natalia Belan
(Program Officer, Center for International Private Enterprise (CIPE))
and Emiliya Bagirova (Program
Assistant, Center for International
Private Enterprise (CIPE)) for the
invaluable contribution to the free
entrepreneurship development in
Belarus.
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2. Small and medium-sized business
in Belarus: growth trends and impediments
to development
2.1. Introduction
The development of SMEs in Belarus has become one of the most
important areas of economic deve
lopment in recent years. While, until
the mid-2000s, the government was
extremely skeptical of the private
business, by the end of the decade,
when the Belarusian economy experienced pressure from the deteriorating
external environment, and its adaptation to the new conditions was not
fast enough, it made the main stake
on additional stimulation of private
initiative. It was small and medium
business that had to tackle important
issues such as the creation of new
and innovative production (including
the “green economy”), modernization
of enterprises, export growth (and,
consequently, foreign exchange proceeds, thereby solving the problem of
the negative balance of payments),
import substitution, job creation,
“de-urbanization” of the economy by
strengthening the presence of SMEs
in the regions and so forth.
The first half of 2010 became, in a
sense, a breakthrough in relations
between the government and business. The authorities at the national
and local levels sought to liberalize
the laws and simplify the business
environment. Directive No. 4 On
the Development of Entrepreneurial
Initiative and Stimulation of Business
Activities in the Republic of Belarus
serves as the main example of these
efforts. And although, according to
experts, not all areas of the Directive
were implemented, there is no doubt
that it marked the beginning of an
ongoing dialogue between the autho
rities and the business community.
Nevertheless, the results for Belarusian SMEs have turned out very
mixed in recent years. On the one
Business in Belarus 2015

hand, there was a steady increase
in the number of SMEs. On the
other hand, the rate, or rather, the
growth of contribution of SMEs in the
domestic economy was clearly not
in line with expectations of both the
government and the business. The
Program of State Support for Small
and Medium-Sized Enterprises in
Belarus for 2013–2015 set the target
of this contribution as 35.0% in 2015
and 50.0% in 2020. However, the
contribution of SMEs to the Belarusian GDP was, according to various
estimates, less than 25.0% in mid2015 (having reached this milestone
as early as 2014). It is obvious that
the targets cannot be reached by
the end of the year. Similar concerns
arise in relation to the other target of
50.0% of GDP in 2020.
The reasons for this “slowdown” are
very different. Businesses in Belarus
spoke of the slow pace and case-bycase, rather than comprehensive,
ongoing liberalization of the laws
and problems with funding. The
government, in their turn, drew attention to (in general, fair) the negative
impact on the economy stemming
from external factors which directly
or indirectly created many additional impediments for SMEs. This
situation remained in the last year
of 2014–2015. Moreover, there appeared additional problems in the
form of devaluation of the national
currency, failure to reduce interest
rates on loans and internal and external demand compression.
It is obvious that the Belarusian
economy and Belarusian SMEs are
operating in the conditions that have
not been foreseen in the existing estimates and programs. This requires
the government to take rather extraordinary measures aimed at preserving the results achieved and fur-

ther developing the country’s small
and medium business. This calls for
a review and assessment of the current trends in the business environment, main problems of Belarusian
SMEs and their views and proposals
to solve these problems. To this end,
416 SMEs were surveyed in May
2015. In the survey, SMEs’ owners
or managers answered questions
related to the economic situation of
SMEs, the business environment,
corruption, participation of Belarus
in the Eurasian integration, the role
of business unions in the Belarusian
business development, etc.
The paper has the following structure. The second section describes
the trends of development of Belarusian SMEs in recent years and
their current situation according
to the official statistics. The third
section studies the performance of
Belarusian SMEs and the business
environment in 2014–2015 based on
the results of the SME survey. The
fourth section analyzes the internal
and external factors influencing the
change in the economic situation of
Belarusian SMEs. The fifth section
provides SMEs’ views on the actions
of the government aimed at impro
ving the country’s business environment. The final sixth section summarizes the main factors affecting
SMEs and enterprise development
as a whole, and identifies areas
where the adoption of appropriate
measures could potentially improve
the business environment and encourage private initiative in Belarus.
2.2. Trends in development
of small and medium-sized
enterprises
The number of Belarusian SMEs
continued to grow in 2014. As in
7
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Figure 2.1. Changes in the number of SMEs in Belarus

Source: National Statistical Committee of the Republic of Belarus.
Figure 2.2. Changes in the number of employees of SMEs

Law No. 148-3 of the Republic of Belarus
of July 1, 2010 On Support to Small and
Medium-Sized Businesses classifies small
and medium-sized businesses as follows:
(1) individual entrepreneurs registered in the
Republic of Belarus; (2) micro enterprises
are enterprises, registered in the Republic of
Belarus, with an average number of employees of up to and including 15 in a calendar
year; (3) small organizations are enterprises,
registered in the Republic of Belarus, with
an average number of employees from 16
to and including 100 in a calendar year; (4)
medium-sized enterprises refer to enterprises, registered in the Republic of Belarus,
with an average number of employees from
101 to and including 250 in a calendar year.

1
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While the number of SMEs has
been steadily increasing in the last
five years, the number of personnel
involved in their activities changed
differently. At the beginning of 2015
it even dropped – by 3.0% by the
beginning of 2014 and by 3.4% –
by 2009 (Figure 2.2). For example,
for medium-sized enterprises, this
has already become an established
trend. Since 2009, the number of
personnel has reduced by an average of 4.0% a year, i.e. at a faster
rate than the decline in the number of medium-sized companies
(19.0% vs. 13.0%). Over the past
year, small enterprises were most
“stable”. Moreover, the number of
their employees slightly increased.
Meanwhile, the number of employe
es of micro enterprises, the number
of which increased by almost 3.0%
over the last year, also plummeted
by 10.0%.

decreased (Figure 2.1). Overall, the
number of medium-sized enterprises
decreased by 13%, the number of
small enterprises remained virtually
the same, and the number of micro
enterprises grew by one and a half
times since 2009. Accordingly, the
proportion of medium-sized enterprises in the total number of SMEs
fell from 3.5% to 2.1%, small enterprises – from 15.2% to 10.9%, and
micro enterprises – rose from 81.3
to 87.0%.

Belarusian SMEs’ contribution to
the national GDP reached 21.7%
in 2014. If the contribution of SMEs
were added with a contribution of
individual entrepreneurs (who represent an individual private economic
group, but from the perspective of
targets of the country’s development
private sector may also be consi
dered as a small private business),
the result would be 25.3% (Table
2.2). However, in both cases the
totals are still far from the target of
35%. Moreover, while the contribution of SMEs to the national GDP
grew over the past five years, the
last two years witnessed its decline.

The bulk of SMEs in Belarus are
private enterprises (Table 2.1).
This form of ownership in 2014 accounted for 94% of micro- and small
enterprises and 70.1% of mediumsized enterprises. State-owned
enterprises accounted for less than
a quarter of the medium-sized enterprises and for only 1.1% if micro- and

Small businesses always hold the
largest share in the GDP among
SMEs, followed by medium-sized
enterprises and micro enterprises.
Given the number of their staff in the
total number of workers employed in
SMEs, it can be concluded that small
companies are the most productive
companies in Belarus (Figure 2.3).

Source: National Statistical Committee of the Republic of Belarus.

previous years, the main increase,
in absolute terms, stemmed from micro enterprises1, although in relative
terms, the growth leaders were small
firms, the number of which, compared to 2013, increased by 5.0%.
The number of medium-sized enterprises in the past year significantly

small companies. The proportion of
foreign SMEs was gradually increa
sing. For medium-sized companies,
it increased by 0.4 percentage points
in 2014, and for small and micro enterprises – by 1.4 percentage points.
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Table 2.1. Number of micro-, small and medium-sized enterprises in Belarus by form of ownership
2010
Number
%

Micro and small enterprises
Private
Public
Foreign
Total
Medium-sized enterprises
Private
Public
Foreign
Total

2011
Number
%

2012
Number
%

2013
Number
%

2014
Number
%

70,509
1,378
2,359
74,246

95.0
1.9
3.2
100.0

73,549
1,296
2,760
77,605

94.8
1.7
3.6
100.0

78,365
1,247
3,000
82,612

94.9
1.5
3.6
100.0

87,065
1,297
3,324
91,686

95.0
1.4
3.6
100.0

105,050
1,176
5,566
111,792

94.0
1.1
5.0
100.0

1,824
842
87
2,753

66.3
30.6
3.2
100.0

1765
759
80
2,604

67.8
29.1
3.1
100.0

1,762
693
87
2,542

69.3
27.3
3.4
100.0

1,699
626
98
2,423

70.1
25.8
4.1
100.0

1,710
598
108
2,416

70.1
24.8
4.5
100.0

National GDP, 2014
Medium
Small
0.9
0.7
0.6
0.6
0.8
0.5
0.6
0.5
2.0
4.3
1.4
1.9
0.6
0.5
6.9
9.0

Micro
0.5
0.3
0.4
0.3
3.0
1.0
0.3
5.8

Source: National Statistical Committee of the Republic of Belarus.
Table 2.2. Share of SMEs in the regional and national gross domestic product (GDP), 2009–2014, %

Brest region
Vitebsk region
Gomel region
Grodno region
Minsk City
Minsk region
Mogilev region
Total

2009
20.4
18.6
14.8
18.4
31.4
22.4
18.6

2010
20.4
17.0
16.4
17.8
35.8
21.9
17.7

Regional GDP
2011
2012
20.7
25.4
15.5
23.2
12.7
14.1
15.6
22.7
40.6
40.3
23.7
28.2
15.3
22.3

2013
23.2
17.8
15.0
17.8
38.4
28.1
20.9

2014
21.0
18.2
14.5
17.2
37.6
28.3
20.1

Total
2.1
1.5
1.7
1.4
9.3
4.3
1.4
21.7

Source: National Statistical Committee of the Republic of Belarus.
Figure 2.3. Comparison of the share of enterprises in the total number of employees
and their contribution to GDP (in the total SME contribution)

enterprises in the Minsk and Brest
regions – 4.3% and 2.1%, respectively. SMEs in Minsk also had the
largest share in the regional GDP –
37.6%. In comparison, SMEs in the
Minsk region accounted for 28.3% in
the regional GDP, and in the Brest
region – 21.0%. The smallest share
was held by the Gomel region –
14.5%. Of all the regions, only Minsk
and Vitebsk regions managed to
keep the growth of their SMEs’ share
in the regional GDP. In the cases of
other regions, as in the whole country, the share decreased.
On the whole, official statistics
suggest the following dynamics of
Belarusian SMEs.

Source: National Statistical Committee of the Republic of Belarus.

For example, they had 39.2% of
all employees of SMEs, and their
contribution to the national GDP
was 41.5% (of the total contribution
of all SMEs) in 2014. The opposite
situation was observed in relation to
micro enterprises – despite a larger
number of employees, their relative contribution to the Belarusian
GDP is lower (29.0% vs. 26.7%).
Nevertheless, Belarusian SMEs
demonstrate a sufficiently high level
Business in Belarus 2015

of performance – for example, with
the contribution to GDP of less than
25.0%, investment in fixed capital
has been consistently around 40.0%
of the national total figure in the past
five years.
The regional breakdown showed
that the largest contribution to the
national GDP in 2014 was traditio
nally made by SMEs in Minsk – 9.3%
(Table 2.2). They were followed by

First, the growth rate of SMEs has
dramatically slowed down, and their
contribution to GDP even declined
over the past two years. Similar
trends are observed in respect of
employment at these enterprises.
This trend is clear and generally
quite understandable in view of the
problems facing the Belarusian
economy and the pressure of these
problems on the business environment. However, given the plans for
further development of Belarusian
small and medium business, as well
as for the increase of its contribution
9

IPM Research Center

to the national GDP, the current
trend may pose a serious problem.

Table 2.3. Distribution of Belarusian SMEs by type of activity in 2015

Second, there persist disparities
(though not too severe) with the
main location of SMEs in Minsk.
There their share is gradually approaching the half of the regional
GDP, while in other regions this
figure is far behind. This calls for a
more active role of regional authorities to encourage and support business initiatives.

Manufacturing
Agriculture, forestry and fishery
Construction
Trade, repairs
Hotels and restaurants
Transport and communications
Finance and real estate
IT services
Other
Total

Third, statistics show that small
businesses usually perform slightly
better than micro enterprises. This
may suggest that in the future the
focus of SMEs incentives should be
on facilitating the growth and expansion of micro enterprises.

Number
72
8
56
132
20
40
14
17
57
416

%
17.3
1.9
13.5
31.7
4.8
9.6
3.4
4.1
13.7
100.0

Source: IPM Research Center.
Table 2.4. Distribution of SMEs in Belarus by the number of employees, the year of
company’s foundation and region
Number
215
107
39
51
412

From 1 to 15
From 16 to 50
From 51 to 100
From 101 to 250
Total

%
52.2
26.0
9.5
12.4
100.0

Source: IPM Research Center.
Figure 2.4. The economic situation of SMEs in 2012–2015

2.3. Economic situation
of Belarusian SMEs according
to the SME survey
Table 2.3 shows the distribution
of enterprises by field of activity
according to the survey of SMEs
conducted in May 2015.
Most of the SMEs surveyed had the
number of staff of up to 15 people –
80.2% (Table 2.4). According to the
classification of the National Statistics Committee of Belarus, these
companies belong to the category
of micro enterprises. Slightly more
than one third of Belarusian SMEs
belong to small enterprises (from
16 to 100 employees) – 35.5%. The
remaining 12.4% are medium-sized
enterprises.
In 2015 2, Belarusian businesses
were more likely to describe their
economic situation as not very
good (compared to previous years).
Howev er, the situation remains
generally steady – nearly half of
Belarusian SMEs (48.3%) described
the economic situation of their
company as average (neither bad
nor good), nearly 30.0% of SMEs
stated that their economic situation
was good. However, a very good
2
2015 stands for the time of the SME Survey
in Belarus, i. e. May 2015.
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Source: IPM Research Center.
Table 2.5. The change in the economic situation of Belarusian SMEs in 2014–2015
Significantly improved
Slightly improved
Remained the same
Slightly worsened
Significantly worsened
Total

Number
8
56
100
180
72
416

%
1.9
13.5
24
43.3
17.3
100.0

Source: IPM Research Center.

economic situation was reported
by only 2.6% of SMEs compared to
2014, when this figure was five times
more (Figure 2.4).

The deterioration of Belarusian
SMEs is confirmed by the responses
to the next question. Based on
the performance in the last year
Business in Belarus 2015
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Figure 2.5. The change in the economic situation of Belarusian SMEs in 2014–2015 depending on the type of activity

Source: IPM Research Center.
Figure 2.6. The change in the economic situation of Belarusian SMEs in 2014–2015 depending on the size of the enterprise

Source: IPM Research Center.

(2014–2015)3, over 60% of SMEs
admitted that their economic situation somewhat worsened, and
in 17.3% of cases it significantly
worsened (Table 2.5). Significant
improvement was noted only by
1.9% of the respondents and 24.0%
of the respondents stated that their
economic situation remained the
same.
3
The year of 2014–2015 stands for the year
after the survey held in May 2014 and before
the survey held in May 2015.

Business in Belarus 2015

The change in the economic situation of Belarusian SMEs broken
down by sector is as follows. The
greatest worsening was reported
by the respondents operating in
the fields of manufacturing, construction and finance (Figure 2.5).
There, approximately one in five
respondents stated a significant
deterioration of the situation of
the company, two-thirds (in the
financial sector – 71.4%) reported
some deterioration of the situation,
while significant improvement was

not mentioned at all. The situation
was better in the case of companies
providing IT services, as well as
hotel and restaurant businesses.
A significant improvement in the
economic situation of the company
was reported by more than 10%
of respondents, while a significant
deterioration was noted by less than
10.0% of the respondents. Moreover, 40.0% of SMEs providing IT
services reported the improvement
of the economic situation to this or
that extent.
11
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Figure 2.7. Change in the main economic indicators of SMEs in 2014–2015

Source: IPM Research Center.
Figure 2.8. Short-term strategy of enterprise development, %

Source: IPM Research Center.

Figure 2.6 shows that the change in
the economic situation in 2014–2015
depended on the size of the enterprise. For instance, two-thirds of
micro enterprises mentioned the
deterioration of the economic situation (response options “significantly
worsened” and “slightly worsened”).
For small businesses with 16 to 50
employees, this figure was already
59.8%, and for companies with the
number of employees from 51 to
100 – 51.2%. Among medium-sized
enterprises the economic deterioration in the past year was reported
by 47% of respondents. In general,
this relationship is quite expected,
considering that the larger the en12

terprise is, the more resources it has
and, therefore, has a more confident
position in the market.
Economic deterioration was evidenced by the decline in sales and
revenues from sales (Figure 2.7).
By the end of the last year, these
indicators more or less dropped for
almost one-third of Belarusian SMEs
(increased significantly – in less than
1.0% of cases). Employment and
investment also decreased, though
to a somewhat smaller degree – in
the case of less than 45.0% of the
enterprises.
The deterioration in the economic
situation the majority of Belarusian

SMEs led almost two-thirds of
companies into thinking that their
main aim in the next few months
is to preserve the achieved level of
development of the company (Figure
2.8). However, 27.6% of the respondents reported their intention to
expand business. On the one hand,
it indicates that Belarusian business
even during the crisis and under the
difficult situation in the economy is
looking for opportunities for growth
and development. On the other
hand, given the continuing problems
at the macroeconomic level, as well
as extremely low chances of cheap
credit offers in the country and the
lack of SMEs’ own resources for
development (investments, as indicated above, are reducing), such
intentions of the whole quarter of
SMEs seem to be overly optimistic.
SMEs in manufacturing appeared
in the most difficult situation – more
than 15.0% of enterprises there expect a reduction of business in the
short term. The most positive situation is in the field of IT – 41.2% of the
respondents stated their intention to
expand their business. Businesses
in the hotel and restaurant sector
also feel comfortable enough though
they much less frequently mention
the development of their business.
Apparently, this is due to the fact that
companies of this sector are a glut
on the market, at least it is so in big
cities. In other cases, the demand is
probably still not high enough to expand the business into new regions.
The clear relationship between the
problems facing the Belarusian
SMEs and the size of the company
could not be found (Figure 2.9).
Therefore, in general, the survey
results indicate a worsening of the
economic situation of Belarusian
SMEs. Sales volume and sales
revenues significantly decreased,
while investment decreased slightly
less (laying the foundation for a future slow growth). Some companies
from the service sector – hotel and
restaurant business, IT services –
enjoy a relatively good situation.
However, it is of little comfort for BeBusiness in Belarus 2015
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Figure 2.9. Short-term strategy of enterprise development depending on the type of activity and size of the enterprise

Source: IPM Research Center.
Table 2.6. Change in the conditions of doing business
Number
2
30
100
181
103
416

Business conditions significantly improved
Business conditions slightly improved
Business conditions remained the same
Business conditions slightly deteriorated
Business conditions significantly deteriorated
Total

%
0.5
7.2
24
43.5
24.8
100.0

Source: IPM Research Center.
Table 2.7. Change in the conditions of business environment depending on the area of activities SME
How did the business environment
change over the last year?
IT services
Hotels and restaurants
Transport and communications
Other
Manufacturing
Mean
Finance and real estate
Construction
Trade, repairs
Agriculture, forestry and fishery

Significantly
worsened
2
3
8
12
17
103
3
16
39
3

Slightly
worsened
8
8
19
26
32
181
7
22
55
4

Remained
the same
5
7
9
16
17
100
3
13
29
1

Slightly
improved
2
2
4
2
5
30
1
5
9
0

Significantly
improved
0
0
0
1
1
2
0
0
0
0

Total

Mean

17
20
40
57
72
416
14
56
132
8

–0.588
–0.600
–0.775
–0.807
–0.819
–0.849
–0.857
–0.875
–0.939
–1.250

Source: IPM Research Center.

larusian SMEs as these categories
of SMEs represent less than 10.0%
of the total number of companies. In
other cases, the economic situation
worsened or (which is less frequent)
remained the same.
2.4. Conditions and factors
of doing business
Economic and business environment in which businesses operate
(business conditions) and the
ability of the enterprise to adapt
to this environment to minimize
the associated risks and find new
opportunities lies at the heart of
Business in Belarus 2015

change in the economic situation
of the enterprise.
At the end of 2014–2015, Belarusian
SMEs believed that the business environment somewhat deteriorated.
The survey results indicate that the
deterioration in varying degrees
was noted by more than a third of
respondents (Table 2.6). About a
quarter of companies felt that business conditions remained the same,
while only two companies of 416
companies surveyed reported a significant improvement. Compared to
the end of 2013–2014, more than a
half of SMEs reported the immutabi
lity of the economic situation while its

deterioration and improvement was
noted by an approximately equal
number of businesses.
SMEs working in the field of trade
and construction more often mentioned the deterioration of the business environment. The indicator of
changes in the business environment in these sectors was –0.939
and –0.8574 (Table 2.7). Meanwhile,
4
The assessment was carried out on a scale
from “–2” to “2”, with five possible answers
ranked in different directions. In this case –
responses to the question “How did the
business environment change over the last
year?”, where “–2” – “significantly worsened”,
“–1” – “slightly worsened”, “0” – “remained
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Table 2.8. Impact of factors and conditions of the business environment on doing business by Belarusian SMEs
How did the factors and conditions of the
business environment affect your business?
Exchange rate policy and currency regulation
Terms of payment products delivered, the
amount of receivables
Level of competition in the internal market
Internal demand
The cost and conditions of borrowing
External demand
Level of competition in external markets
Qualifications of the labor force in the labor
market

Negatively
(impeded
business a lot)
101

Rather
negatively

No impact

Rather
positively

169

113

27

Positively
(helped
a lot)
6

56

149

178

29

53
40
37
33
36

168
178
132
112
81

149
127
216
227
270

41
65
28
37
22

30

77

250

54

Total

Mean

416

–0.798

4

416

–0.538

5
6
3
7
7

416
416
416
416
416

–0.536
–0.435
–0.413
–0.305
–0.281

5

416

–0.175

Source: IPM Research Center.
Figure 2.10. Impact of factors and business environment on doing business by Belarusian SMEs depending on their area of
activity and size of the enterprise

Source: IPM Research Center.

companies providing IT services, as
well as companies operating in the
hotel and restaurant business, less
often reported the deterioration of the
business environment, though their
final assessment also proved negative (–0.588 and –0.600, respectively, with an average of –0.849).
Inflation and currency regulation,
which included exchange rate adjustments, were one of the main
external factors pressuring Belarusian SMEs most (not only in the past

year, but in previous years as well).
Belarusian business has traditionally
considered inflation as the biggest
problem for doing business in Belarus. For instance, inflation took the
first place and scored 4.188 points
on a one to five scale, and currency
regulation – the second place with
3.688 points in the ranking of the
problems in the survey. In comparison, tax rates and regulation gained
3.560 and 3.523 points, respectively,
corruption – 3.323 points, and inadequate qualifications of labor – 2.989.

the same” and “1” – “slightly improved”, and
“2” – “significantly improved”.

In the survey Belarusian SMEs
reported that the exchange rate
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policy and currency regulation had
the most negative impact on their
business (Table 2.8). The level of
this impact was –0,798 on a scale
from –2 to 2.
The second group of negative factors for Belarusian businesses included payment terms for delivered
products, the amount of accounts
receivable, as well as the level of
competition in the domestic market.
Interestingly, Belarusian SMEs assessed the level of competition in
their field at 3.990 on a one to five
scale. The strongest competition
was observed in trade, hotel and
Business in Belarus 2015
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Table 2.9. Reasons for Belarusian SMEs’ non-participation in business support programs
Number
37
25
75
50
120
64
17
388

The enterprise fails to meet the bank’s eligibility requirements
Complexity of the procedure
We have no investment projects
Lack of information about the programs
No need
There are other more acceptable sources of finance
Other
Total

%
9.5
6.4
19.3
12.9
30.9
16.5
4.4
100.0

Source: IPM Research Center.
Figure 2.11. Reasons for Belarusian SMEs’ non-participation in business support programs depending on the area of size of the
enterprise

Source: IPM Research Center.
Table 2.10. Change in the situation with the access to finance according to the Belarusian SMEs
How did the situation with access to
credit change over the last year?
Bank lending
State support to SME
International support to SME
Level of stock market development

Significantly
worsened
86
57
47
46

Slightly
worsened
151
131
103
105

Remained
the same
124
183
214
207

Slightly
improved
39
32
34
39

Significantly
improved
6
3
5
3

Total

Mean

406
406
403
400

–0.670
–0.510
–0.380
–0.380

Source: IPM Research Center.

restaurant business and IT services,
and the weakest (although it is also
close to the average value) – in agriculture and construction.
It is noteworthy that the policy of
exchange rate adversely affected
the operation of all companies,
regardless of their area of activity
(Figure 2.10).
In contrast, external demand and the
level of competition in the domestic
market and the cost and conditions
of borrowing were of less concern
for SMEs in the hotel and restaurant
business, while domestic demand
Business in Belarus 2015

was rarely a problem for companies
operating in the transport and communications sector (obviously, these
are the companies that are more likely to deal with the external demand).
The least unfavorable external factors over the past year as seen by
Belarusian businesses included the
following: external demand (–0.305),
the level of competition in the foreign
markets (–0.281) and qualifications of labor in the labor market
(–0.175). The first two factors might
be mainly explained by the focus
of domestic SMEs on the internal
market. 98.1% of the enterprises

operate on this market (exclusively
or among others). According to the
survey, 25.2% of Belarusian SMEs
operate on the Russian market, and
9.9% of enterprises – in the markets
of the neighboring countries (Poland,
Lithuania, Latvia and Ukraine).
In general, it should be noted that
most often, of all the options offered,
the respondents mentioned the
negative impact on their business
stemming from external factors in
all cases, with no exception.
The problems in the Belarusian
economy, which are the main
15
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causes of inflation and an unfavorable business exchange rate policy
and currency regulation, are linked
with another barrier to successful
development of Belarusian SMEs –
limited access to credit. To date,
according to the survey, more than
one third of enterprises need shortterm credit resources, and just a
bit less than one-third – long-term
financing. Only a quarter of the companies use credit services provided
by Belarusian banks, while less than
four percent of the respondents
surveyed participate in long-term
lending programs for investment
projects. For example, 2.2% of
SMEs participate in the programs
of the Belarusian Fund for Financial
Support to Entrepreneurs, 1.2% of
SMEs – in the programs run by the
European Bank for Reconstruction
and Development, and 3.6% of companies – in the programs run by the
Development Bank of the Republic
of Belarus.
According to the respondents, the
main reasons for non-participation
in these programs are lack of need
and investment projects – 30.9%
and 19.3%, respectively (Table 2.9).
However, given the difficult economic situation of Belarusian SMEs,
it can be assumed that many businesses simply do not have the ability
to carry out strategic planning of their
development and raise long-term
financing for it. It is no coincidence
that micro enterprises reported
these reasons (lack of need and
investment projects) more often than
larger companies (Figure 2.11).
Overall, the situation with access to
finance, according to the Belarusian
SMEs, changed as follows over the
past year. Access to bank credit
worsened most of all; this figure
was –0.670 on a scale from –2 to 2
(Table 2.10). State support to SMEs
decreased in a similar way, according to the SMEs surveyed, (–0.510).
Access to international support and
stock market instruments worsened
less, though this could be more connected with their relatively low level
of development.
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Table 2.11. Unequal conditions for doing business by private SMEs compared
to state-owned companies
In what areas, in your opinion, do businesses experience unequal
conditions for doing business compared to the public sector?
(No more than 3 options can be given)
Attitude of supervisory bodies
Rental rates
Conditions for obtaining permits and licenses
Commodity prices
Access to credit
Government contracts
Judiciary bodies’ attitude
Total

Number

%

185
181
173
166
115
95
53
416

44.5
43.5
41.6
39.9
27.6
22.8
12.7
100.0

Source: IPM Research Center.

In addition to the difficult macroeconomic situation and problems
with access to credit caused prima
rily by objective factors, including
those coming from the outside of
the country, other external factors
negatively affected the operations
of the Belarusian SMEs.
The first of these factors are conditions of the activities of private
companies compared with the
public sector. The problem is traditional for countries with economies in transition, including the
CIS countries. However, it is more
noteworthy in Belarus, because
here the share of the private sector
is still significantly lower than that
of the state sector (according to
the EBRD and expert estimates, it
is about twice smaller).
During the survey, representatives
of Belarusian SMEs indicated a
fairly high level of inequality in
comparison with state-owned enterprises (Table 2.11). First of all,
this concerns the work of regulatory
bodies (the inequality was stated by
44.5% of respondents), rent rates
(43.5%), the conditions for obtaining
permits and licenses (41.6%), as
well as the prices for raw materials
(39.9%). And in the last two cases,
the figure rose sharply compared
with the results of the survey of
the previous year – for the terms
of permits and licenses – it rose
from 18.1%, for the prices of raw
materials – from 18.3% (i. e. more
than twice). Relatively good is the
situation with the public procurement – unequal conditions there
were reported by 22.8% of the re-

spondents. Least of all, inequality
was felt in relation to the judiciary
bodies – only 12.7% of companies
reported that (compared to 8.4% in
the previous year).
The change in unequal conditions
for business operation of private
enterprises in comparison with the
public sector over the last five years
is shown in Figure 2.12. As you can
see, the problems of 2015 are more
an exception rather than a rule. We
can suggest that with the improvement of the economic situation some
of them will reverse for the better.
Inequality in comparison with the
public sector in terms of the attitude
of regulatory authorities is more
often experienced by the SMEs in
manufacturing, and less often – by
the companies from the hotel and
restaurant business (Figure 2.13).
The latter were more sensitive, in
terms of competition with stateowned enterprises, to the issues of
rental rates, the prices for raw materials (probably including the cost of
equipment, land and other material
costs). Prices for raw materials, as
well as requirements for obtaining
permits and licenses created une
qual conditions for private SMEs in
the construction sector.
In addition to the unequal working
conditions in comparison with the
public sector, there were also some
other external factors that negatively
affected the operations of the Belarusian SMEs in the past year. Of
the options proposed in Table 2.12,
the biggest problem for entrepreneurs was rent cost and terms (the
Business in Belarus 2015
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Figure 2.12. Views of Belarusian SMEs on the level of inequality of doing business compared to the public sector in 2011–2015

Source: IPM Research Center.
Figure 2.13. Views of Belarusian SMEs on the level of inequality of doing business compared to the public sector depending on
the area of activity

Source: IPM Research Center.

impact indicator of –0.726 on a
scale from –2 to 2). This owes to a
deep-rooted practice in Belarus to
peg rental rates to foreign currency,
which, consequently, leads to their
steady growth in Belarusian rubles
due to the devaluation of the national
currency. Together with inflation and
demand compressed during the crisis (especially, in the case of goods
that do not belong to basic goods),
they lay a significant additional burBusiness in Belarus 2015

den on SMEs, whose turnover and
revenues, as the survey showed,
are reducing.
Administrative procedures and the
level of bureaucracy also contributed
to a high negative impact on the ope
ration of SMEs over the past year
(–0.599 and –0.577, respectively).
The situation was better for the time
for assessment and payment of
taxes and rights of ownership, where

the negative impact was minimal.
In the first case, about 6% of the
respondents even noted a positive
influence of the factor compared
with others factor, which was quite
noteworthy. It can be assumed that
though the Belarusian business still
sees tax burden as excessive and
preventing its rapid growth and development, the procedure of paying
taxes for SMEs is becoming less
burdensome for them.
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Table 2.12. Impact of individual factors and conditions of the business environment on doing business
How did the factors and conditions of the business
environment affect your business?
Rent cost and conditions
Administrative procedures, level of bureaucracy
Amount of penalties
Certification
Number of inspections
Obtaining permits and licenses
Conditions compared to the public sector
Cost and complexity of auction and tender processes
Time required for tax assessment and payment
Property rights protection

Negatively
(impeded
Rather
No impact
business negatively
a lot)
78
171
145
67
133
201
64
138
190
55
108
229
50
116
224
47
126
210
29
118
250
28
83
289
25
107
260
21
58
304

Rather
positively
19
12
22
21
25
30
17
15
32

Positively
(helped a
lot)

Total

Mean

3
3
2
3
1
3
2
1
24
1

416
416
416
416
416
416
416
416
416
416

–0.726
–0.599
–0.577
–0.459
–0.454
–0.442
–0.373
–0.293
–0.262
–0.159

Source: IPM Research Center.
Figure 2.14. Impact of factors and conditions of the business environment on doing business by Belarusian SMEs depending
on the area of activity

Source: IPM Research Center.

To study the influence of these
factors depending on the area of
activities of the company, companies were chosen from the areas of
manufacturing, construction, trade
and repair, hotels and restaurants,
transport and communications.
These areas, according to the survey, account for more than three
quarters of the surveyed SMEs.
The results showed that SMEs
operating in manufacturing and construction most often experienced a
negative impact of external factors
and conditions of the business environment, while companies operating
in hotel and restaurant business –
18

least often (Figure 2.14). Rent
costs and terms expectedly posed
the biggest challenge for trade
enterprises, although, in general,
the differentiation of responses by
this indicator was not so large, i. e.
the problem occurs in all areas of
activity of Belarusian SMEs. The
biggest level of differentiation was
noted for administrative procedures/
level of bureaucracy and the amount
of fines. These factors most negatively affected manufacturing and
construction firms.
According to the rating (on a one to
five scale), internal factors of doing
business that depend on the enter-

prises themselves could not offset
the negative impact of environmental
factors, yet they helped to minimize
it to some extent.
Marketing factors – information,
finding market niches, etc. – were
the main internal factors that had a
positive impact on doing business by
the Belarusian SMEs (average score
of – 0.103; Table 2.13). Management factors (business processes,
strategic planning, decision making,
delegation of authority, etc.) and
cooperation and partnerships (outsourcing, franchising, stakeholder
engagement, etc.) also had a positive effect (in average for the surBusiness in Belarus 2015
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Table 2.13. Impact of internal (controllable by the company) factors on the performance of Belarusian SMEs
How did internal (controllable by the company) factors
influence doing your business?
Marketing factors (information, finding market niches,
etc.)
Management factors (business processes, strategic
planning, decision making, delegation, etc.)
Cooperation and partnership factors (outsourcing,
franchising, stakeholder engagement, etc.)
Logistical factors (organizational structures,
optimization of warehousing, etc.)
Production factors (production facilities, production
efficiency, etc.)
Human resource factors (motivation, skills, higher
salary expectations, etc.)
Financial factors (financial management, rates on
borrowed funds, rent rates, receivables, etc.)

Negatively
(impeded
Rather
No impact
business negatively
a lot)

Rather
positively

Positively
(were of
much help)

Total

Mean

14

77

197

108

20

416

0.103

20

68

218

97

13

416

0.036

13

75

230

83

15

416

0.029

13

76

240

74

13

416

–0.005

16

88

220

78

14

416

–0.034

25

78

215

89

9

416

–0.050

45

169

151

48

3

416

–0.493

Source: IPM Research Center.

veyed SMEs) with a score of – 0.036
and 0.029, respectively. Financial
factors (financial management,
rates on borrowed funds, rents,
receivables, etc.) stand out of other
internal factors with a strong negative impact which is different from
other factors (average of –0.493).

situation in the country deteriorated,
limiting access to credit for SMEs and
making a negative impact on the domestic demand and the rent prices.
The issue of unequal terms of doing
business compared to state-owned
enterprises (compared to previous
years) became relevant again.

The results of the surveys held this
and previous years suggest that
the difficult economic situation of
Belarusian SMEs and unfavorable
business conditions experienced by
them get owners and managers of
enterprises to continuously improve
management processes in a variety of ways. High quality business
education and training developed
in Belarus contributes to this. As a
result, over time these are internal
factors keeping Belarusian companies afloat in times of crisis, allowing
them to maintain their presence in a
competitive market.

Today Belarusian SMEs mostly
react to the developments in the
external environment, trying (sometimes successfully) to adapt to it, but
they do not have the opportunity to
build a strategic plan of the deve
lopment of their companies amidst
economic and, to some extent, regulatory turbulence. Internal factors of
doing business, depending on the
enterprises themselves (skills deve
loped at a high level in the existing
conditions could not fully offset the
negative impact of environmental
factors, though they helped minimize
this impact) in the last year.

Although the practice of recent years
shows that internal factors without
favorable external factors (at least
at the level of the Belarusian laws
and economic situation) are rarely
sufficient to enable active expansion of domestic SMEs in foreign
markets, even in the framework of
the Eurasian Economic Union.
Overall, we can summarize that the
external environment for the Belarusian enterprises in the past year became less favorable. The economic
Business in Belarus 2015

2.5. Assessment of Belarusian
SMEs of government efforts
to improve the business
environment
Despite the fact that the economic
situation of SMEs does not meet
their expectations, and, furthermore,
in most cases it even worsened over
the past year, Belarusian SMEs are
not fully inclined to criticize the measures taken by the government to
improve their business environment.

We can say that, in general, entrepreneurs did not feel somewhat
significant changes (Table 2.14).
Among small improvements one can
note the elimination of unnecessary
administrative barriers (0.060). On
the contrary, confirming the pre
vious data, the efforts to create a
“level playing field for business and
ensuring fair competition of business
entities regardless of ownership”
did not bring on any positive results
(–0.089).
Responses with the mean close to
zero do not suggest that the government policy had no effect at all there.
Rather, they mean that the same
administrative measure aimed at improving the business environment of
SMEs in the same field/sector/area
can be a restriction for companies
working in other sectors. As shown
in Table 2.14, less than a half of
the companies reported no effects
of government actions; opinions of
other companies distributed equally
between positive and negative effects of government efforts.
Belarusian businesses, in most
cases, are not satisfied with the
implementation of Directive No. 4
“On the Development of Entrepreneurship and Promoting Business
Activity in the Republic of Belarus”
(Table 2.15). Almost 40% of the
surveyed companies stated that
the Directive was not implemented
at all or largely not implemented.
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Table 2.14. Assessment of Belarusian SMEs of government efforts to improve the business environment
How would you assess the government efforts in the
following areas?
Creating equal conditions for doing business and
ensuring fair competition of business entities regardless
of ownership
Adopting measures to enhance the development of
private property ownership and protection of the right to
use property
Removing excessive administrative barriers
Developing the tax legislation that stimulates the
conscientious fulfillment of tax obligations and business
initiative
Using control (supervisory) activities as prevention, the
transition to the use of preventive measures
Providing a clear legal legislation, improving the quality
of regulations governing business

Negatively
(impeded
Rather
Rather
No impact
business negatively
positively
a lot)

Positively
(helped a
lot)

Total

Mean

32

95

182

92

15

416

–0.089

25

86

189

105

11

416

–0.022

35

61

180

124

16

416

0.060

34

74

186

104

18

416

–0.005

34

76

185

104

17

416

–0.014

30

66

203

100

17

416

0.019

Source: IPM Research Center.
Table 2.15. Assessment of the Belarusian SMEs of the implementation of Directive
No. 4 “On the Development of Entrepreneurship and Promoting Business Activity
in the Republic of Belarus”
Number
40
126
86
22
142
416

Not implemented
largely not implemented
Largely implemented
Implemented in full
N/A/Don’t know
Total

%
9.6
30.3
20.7
5.3
34.1
100.0

Source: IPM Research Center.
Table 2.16. Measures that the government could undertake to improve the situation
with the access to finance, %
What should be done to improve the situation with access
to finance?
Reduce inflation, improve the stability of the national
currency
Increase public financial support for SMEs
Remove the barriers to buying rental premises by the
business
Improve access to information on funding opportunities
Promote stock market development

Needed

No need

71.2

28.8

24.5

75.5

13.9

86.1

7.7
6.5

92.3
93.5

Source: IPM Research Center.

Just a little more than a quarter of
companies were satisfied with the
implementation of the Directive.
Furthermore, more than a third of
respondents could not answer the
question, which can also be considered as a negative sign. If SMEs
cannot assess the effectiveness of
the government to implement the
Directive, this might mean that these
results are either missing or they are
not aware of the efforts in this area.
The responses of the Belarusian
SMEs about the government efforts
aimed at stimulating private initiative
in the country cannot be described
20

as clearly negative. The survey
results clearly show that there are
companies among SMEs who are
satisfied with the work done. Howe
ver, it is noteworthy that the relative
satisfaction and partly restrained
assessments were noted during the
next crisis in the economy, i. e. after
the new devaluation of the national
currency and, as already noted, the
complicated economic conditions
for doing business. In other words,
we can assume that the reserved
opinions of Belarusian business is
a consequence of the presence of
more serious problems and external
challenges, against which rather

slow and weak efforts to improve the
business environment do not seem
so prominent.
This is indirectly confirmed by the
responses to the question on the
measures through which the go
vernment could improve access to
finance (Table 2.16).
We cannot say that SMEs would
not welcome state support, remo
ving barriers to the purchase of
the leased real estate businesses,
improved access to information
about funding opportunities and
development of the country’s stock
market. However, amid the priority
issues – inflation and the volatility
of the national currency – these
aspects seem of lower priority to
Belarusian business.

2.6. Conclusions
Belarus has come a long way
towards creating a strong private
sector of SMEs in recent years. This
goal was supported at the high state
level providing for an ongoing dialogue between the government and
the business community. However,
the recent pace of development
of the private sector has obviously
slowed down, making the current
estimates less realistic.
Apparently, the authorities of the
country understand this problem.
Today they are actively discus
Business in Belarus 2015
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sing adopting further measures to
develop business and stimulate
business activities in the Republic of
Belarus (as a follow-up on Directive
No. 4).5 The Minister of Economy of
Belarus has expressed the opinion
that “the driver of progress for the
future five-year period is the rapid
development of small and mediumsized enterprises”.6 In addition, he
stated the new revision of Directive
No. 4 would contribute to the liberalization of the business environment,
enhancing the competitiveness of
SMEs and providing a level-playing
field for businesses of different forms
of ownership.7
Continued efforts towards the libe
ralization of the business environment (together with the additional
incentives from the government)
seem to be the only right way for the
development of SMEs in Belarus. In
this regard, one of the best examples
is the IT sector, which has been the
target for development in recent
years. As a result, today the Belarusian IT-companies are competitive
and provide their services both in
the domestic and global markets,
showing most optimistic figures in the
survey. This experience can be used
to encourage private and innovative
activity of SMEs in other sectors.

ting their ability to attract external
funding) and indirectly (through a
decrease in the demand for their
products/services).
Thus, the main objective for the co
ming year for the country’s government in terms of the development of
Belarusian SMEs has become stabilization of the economic situation
and, primarily, reducing inflation and
key refinancing rate. The efforts to
improve the quality of the business
environment should be conducted
at the same time, but their result
will be visible only in the case of a
macroeconomic framework enabling
not only starting a business but also
its growth and development.

The areas in which the Belarusian
business expects improvements in
terms of the business environment
have remained broadly unchanged
since the previous survey. This
means that the strategy for the co
ming years is also clear. However,
the problems at the macroeconomic
level, despite the progress achieved
by both the government and businesses over the last year, have
re-aggravated the conditions for
domestic SMEs both directly (limi
5
The draft document is available on the website of the Ministry of Economy of the Republic
of Belarus see: http://www.economy.gov.by/
nfiles/001708_992004_Proekt.pdf.
6
See http://eurobelarus.info/news/
economy/2015/08/17/v-belarusi-razvitiemalogo-i-srednego-biznesa-vklyuchili-vplany.html.
7
See http://www.belta.by/economics/view/
liberalizatsija-uslovij-raboty-malogo-i-srednego-biznesa-budet-prodolzhena-minekonomiki-157249-2015/.
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3. Access to external finance for small
and medium-sized enterprises

3.1. Introduction
The development of SMEs is an
engine that can help restore the sustainable economic growth in Belarus.
The government is implementing the
Program of State Support for Small
and Medium-Sized Enterprises for
2013–2015 which aims to create
favorable conditions for doing business, promote its development in
the regions and facilitate new SMEs.
Successful implementation of the
Program is to “contribute to the
creation of favorable business conditions for businesses of all forms of
ownership and further development
of fair competition between them,
promote business initiatives, create
large integrated producers capable
of ensuring stability and sustainable development of the national
economy and high competitiveness
in foreign markets” (the Council of
Ministers of Belarus, No. 1242 of
December 29, 2012). The Program
is expected to significantly increase
the share of the SME sector in GDP
and employment.
Business development is seen as
an important element of structural
reforms of the economy. More active
business activities among socially vulnerable population helps reduce the
pressure on social policies related to
access to the labor market of the labor
released from the reformed sectors.
The government has made certain
progress in creating enabling environment for business. In particular,
it simplified administrative barriers
to the development of SMEs. The
improvements were introduced into
licensing procedures, the system of
approvals and permits and taxation.8
IFC (2014). Business Environment in
Belarus 2013. The survey of commercial

8
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According to the Doing Business
methodology, Belarus has been
one of the fastest reformers of business conditions in the world over
10 years.
However, the results of surveys of
businesses do not always confirm
the presence of improvements in the
business environment. Moreover,
the number of controls and audits
of private enterprises increased in
the last year amid the economic
crisis. 9 Quantitative indicators of
the role of SMEs in the economy
of Belarus also do not show the
growth comparable to the dynamics
of improvements of the business
environment factors.10 The problem
is the lack of equal conditions for
private and public sectors. SMEs
have limited access to financial and
human resources compared to large
state-owned enterprises, which significantly reduces the potential for
their development.
The aim of this study is to analyze
the access of SMEs to various tools
of external financing. The study
mainly aims to analyze the demand
of SMEs for external financing,
study the barriers that limit access
to external financing, evaluate the
effectiveness of existing alternatives
to bank lending and government
policies aimed at improve access to
external financing for SMEs.
The second section analyses the
role played by external financing
companies and individual entrepreneurs, International Financial Corporation. (IFC, 2014)
9
Урютина, Д. (2015). Каких реформ
ждет белорусский бизнес, комментарий
Исследовательского центра, 06/2015.
10
Скриба, А. (2014). Белорусский малый и
средний бизнес: результаты деятельности
и тенденции развития, дискуссионный
материал Исследовательского центра
ИПМ, 14/06.

in the development of SMEs in Belarus. The third section studies the
characteristics of the need of SMEs
in credit resources. The fourth section shows the profile of companies
that have access to credit or plan to
raise credit resources and discusses
the factors limiting the availability
of bank lending for the SME sector. The fifth section provides an
overview of non-bank commercial
lending sources of external investment and evaluates their role in the
development of SMEs. The sixth
section provides an evaluation of
the effectiveness of state support
to business aimed at increasing the
availability of external financing.
3.2. The role of external
financing in the development
of SMEs in Belarus
The problem of the availability of
external financing has consistently
been identified by SMEs as one of
the major external barriers to their
development. Equally steadily,
SMEs have noted the negative
impact of rent rates and the system
of inspections and penalties. Many
studies have noted the reduction of
negative environmental effects on
the private sector.11 The improvements relate primarily to the system
of state regulation of business,
while the target of macroeconomic
environment conducive to the SME
development has not been achieved
yet.12
In particular, the constant stri
ving of the government to reach
macroeconomic stability results
See IFC, 2014, op. cit.; Скриба, 2014,
op. cit.; World Bank (2013). Doing Business
2013: Smarter Regulations for Small and
Medium-Size Enterprises. Washington, DC.
12 Урютина, 2015, op. cit.
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in severe restrictions of access to
finance for SMEs. The assessment
of access to finance as a factor
that impedes doing business in
Belarus did not fall below 3 on a
5-point scale starting from 2011
when the relevant question was
included in the survey of SMEs in
Belarus (Figure 3.1). The gravity of
this problem became slightly lower
only in 2014, but a new stage of the
currency crisis and the associated
tightening of the monetary policy in
2015 brought its relevance to the
level of 2011–2013.
Lack of access to external financing
for most SMEs confirms the results
of the IFC survey. According to the
IFC findings, 78.2% of Belarusian
SMEs had no external investment financing in 2013.13 At the same time,
the availability of external financing
depends largely on the size of the
enterprise. Only 17.8% of micro
enterprises (with up to 15 people
employed) and 32.6% of mediumsized enterprises (with employment
of 100 to 250 people) used external
investments.

Figure 3.1. Average assessment of access to finance as an impediment to doing
business in Belarus

Note. A scale from 1 to 5, where 1 – “is not a problem”, and 5 – “is a very big problem”.
The dashed line marks the 5% confidence interval.
Source: IPM Research Center surveys.
Figure 3.2. Source of investment for SMEs, 2013

Bank loans are the main source
of external financing. For micro
enterprises trade credit plays a
similar role (Figure 3.2). Due to the
weak stock market development in
Belarus, SMEs hardly ever raise
external financing by issuing stocks
or bonds. Leasing operations are a
certain alternative to borrowing for
businesses.
The findings of the IFC survey in
2013 show a significant deterioration
in the availability of external finan
cing from 2008, when the external
financing was used by 34.0% of
SMEs.14 However, this deterioration
is typical of the whole region of Eas
tern Europe and Central Asia – the
IFC (2013). Belarus Country Profile 2013.
Enterprise Survey, International Financial
Corporation.
14
The structure of investments for SMEs
according to the IFC survey, 2008. See
Кирхнер, Р., Точицкая, И., Кнут, А. (2013).
Улучшение доступа к финансированию
малых и средних предприятий Беларуси:
анализ и рекомендации, аналитическая
записка Исследовательского центра ИПМ,
01/2013.
13
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Source: IFC (2013).

average proportion of enterprises attracting external sources of financing
in the region fell from 38.0 to 28.8%.
This is observed due to the instabi
lity in international financial markets
and the economic crisis in Eastern
Europe. However, the availability
of external financing in Belarus is
significantly worse than on average
in the region.

The lack of improvement in access
to external financing is reflected in
the responses to the question about
the impact of the cost of borrowing
on business.15 A similar question in
the analysis of the impact of external
In 2015, respondents were asked about
the influence of the borrowing cost and
conditions.
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factors on doing business has been
continuously asked since 2010. In
2011, the question included both
positive and negative effects. The
scale given in the question varied
from year to year so to provide
for comparability responses were
normalized to a scale from 0 to 1
according to the formula:

Figure 3.3. Average assessment of the effects of the borrowing cost of doing
business, 2011–2015

,
where is the scale mode and σ is
a standard deviation.
The effects of borrowing costs were
perceived on average negatively in
all years (the score was significantly
lower than 0.5, see Figure 3.3). The
number of respondents who spoke
about the negative impact of this
factor in 2011–2015 exceeded the
number of those who spoke of the
positive effect by 3–4 times.16 In
2015, the cost and conditions of borrowing were viewed as a problem by
40.6% of respondents. More serious
than these problems were the problems associated with the crisis in
the economy – currency regulation,
growth in accounts receivable and
competition in the domestic market
due to its restriction.
Nevertheless, a substantial number
of enterprises surveyed (51.9% of
respondents in 2015) see no problem with the availability of borrowed
funds. The tight monetary policy
observed in 2014–2015, high real
interest rates on loans in the national
currency, reduction of concessional
lending suggest that a significant
portion of SMEs in Belarus have no
urgent need in credit resources as
a result of adaptation of enterprises
to the environment. The study by
Daneyko and Golenchenko states
that the limited access to external
financing predetermined the development of distinctive features
of business in Belarus.17 SuccessThe fluctuations are largely due to a change
in the sensitivity of the scale.
17
Daneyko, P., Golenchenko, P. (2013). Hidden Champions of Belarus, in: McKiernan, P.,
Pur, D. (Eds.) Hidden Champions in CEE and
Turkey: Carving Out a Global Niche, Springer.
16

24

Note. A scale from 0 to 1, where 0 – is a negative effect (“impeded business a lot”), 1 – is a
positive effect (“helped business a lot”), and 0.5 is a neutral effect.
The dashed line marks the 5% confidence interval.
Source: IPM Research Center surveys.
Figure 3.4. Assessment of the impact of borrowing cost of doing business depending
on the need in credit resources

Source: IPM Research Center.

ful businesses developed within
highly specialized niche products,
the development of which did not
require wide financing. Another
feature of SMEs in Belarus associated with limited access to external
financing is their focus on efficient
management of internal resources.
Accordingly, the problem of financial
management is seen as the most
urgent internal barrier to business
development.
The survey results confirm that the
choice of the model of business
development without involvement of
external funds significantly underestimates the gravity of the problem of

access to credit for the private sector
in Belarus. The negative impact of
cost and conditions of borrowing was
mainly mentioned by those SMEs
that need these resources. 62.7%
of the respondents who negatively
assessed the impact of borrowing
conditions reported a need in credit
resources. In contrast, only 36.6%
of respondents who were neutral
about borrowing conditions for doing business need credit resources
(Figure 3.4).
A niche model of enterprise deve
lopment, that is typical of Belarus
and followed due to limited access
to external financing, has certain
Business in Belarus 2015
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drawbacks. It involves a fairly rapid
exhaustion of the market. Accor
dingly, in the long term the development of successful companies and
their expansion requires a change
of the model and entry to mass
markets, which is impossible without
external funding. Thus, ensuring the
availability of external financing for
small and medium business remains
an important long-term objective of
the economic policy aimed at deve
loping the private sector.

Figure 3.5. The structure of SMEs’ credit requirement by borrowing terms

3.3. Features of SMEs’ needs in
credit resources
On the whole, nearly half of SMEs
need loans (48.3%; Figure 3.5).
However, a large proportion of
enterprises (21.2%) expressed no
preference for borrowing terms underlining the need in both short- and
long-term borrowings for the company. To some extent, this signals
an adverse financial situation of
these companies and their need in
any external resources to maintain
solvency. Long-term loans that
suggest the presence of long-term
investment projects are required by
only 10.6% of SMEs. A significantly
higher proportion of companies
(16.3%) need short-term loans.
The distribution of answers to the
question about the current economic
situation of the company depending
on the need in borrowing shows that
SMEs that are in an adverse financial situation are more interested
in loans (Figure 3.6). The companies that report a neutral financial
situation have a much lower need
in borrowing (39.3% vs. 60.5%). The
interest of such companies in credit
resources was also significantly
lower compared to those who positively assess their situation.
According to the survey, enterprises
in a good economic situation have
an average need in borrowing
(51.6%). Moreover, prosperous
businesses are more interested in
attracting long-term loans than other
enterprises (among the enterprises
positively assessing their position,
Business in Belarus 2015

Source: IPM Research Center.
Figure 3.6. Need in credit of the enterprise depending on its current economic
situation

Source: IPM Research Center.

the need in long-term loans was
reported by 17.6% with an average
of 10.8% in the survey.18 They are
also more interested in short-term
loans (23.1% vs. 16.3% on average
in the SME sector).
Accordingly, the improvement in the
economic situation of enterprises
leads to an increase in the demand
18
Nonparametric Kruskal–Wallis test for
independent samples showed the presence
of differences in the distribution of assessments of the current financial situation of
the company, depending on the availability
of long-term financing needs for only 10%
significance level. For the criteria of “needs
in the short term lending” and “any lending”
the significance remained at 5% and 1% level,
respectively.

for both long-term loans and shortterm loans (Figure 3.7). The worsening situation of the company is reflected in the increasing need in any
possible form of external financing.
A stable financial position is typical
of, to a great extent, companies that
do not have any need in borrowing.19
These patterns can be traced regardless of the criteria used to assess the dynamics of the economic
situation of the company (in terms
Nonparametric Kruskal–Wallis test shows
the differences in the distribution of assessments of changes in the economic situation
of the company, depending on the nature of
the needs in lending by 1% significance level
for all types of loans.

19
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Figure 3.7. Need in credit of the enterprise depending on the change in its economic
situation

Source: IPM Research Center.
Figure 3.8. The need of SMEs in loans depending on the attitude to competition
in the domestic market as an external factor

Source: IPM Research Center.
Figure 3.9. The need of SMEs in loans depending on the assessment of competition
in their areas

of revenues, sales volume, employment, or investment). In the event of
changes in the employment, these
effects are somewhat amplified. A
lower level of employment in the
enterprise leads to a significant
reduction of interest in long-term
loans (the proportion of enterprises
with decreasing employment among
those who need long-term loans
amounted to 31.1% of enterprises
with the total proportion of enterprises with decreasing employment
in the sample of 44.7%), while a
higher level of employment is reflec
ted in the absence of simultaneous
interest in the short- and long-term
loans (the proportion of enterprises
with increasing employment among
those who need loans was 4.4%
with their total weight in the sample
amounting to 14.6%).
In addition to the economic situation,
an important factor in determining the
nature of the demand for credit is the
attitude of enterprises to competition
(Figure 3.8). SMEs that report competition in the domestic market as an
important external obstacle to their
development depend on the availa
bility of credit resources more. They
mention a rather higher demand than
the average for the survey for any
loans and a lower need in long-term
financing. Businesses that positively
assess competition in the domestic
market also have a greater demand
for credit than the average company in
the sample. Unlike other companies,
they are more interested in attracting
long-term loans. Businesses with a
neutral assessment of the competition
are least interested in credit resources.
A negative attitude to competition as
an environmental factor is directly
related to the assessment of the
level of competition in the field where
the company operates.20 However,
the direct relationship between the
demand for credit and the degree
of competition in the field of activity

Note. 1 – minimum competition, 5 – maximum competition.
Source: IPM Research Center.
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20
Pearson correlation coefficient between
a negative attitude toward competition as
the environmental factor restricting the development of the enterprise and the current
estimate of the degree of competition is 0.21.
It is significant at the level of 1.0%.
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of respondents is not observed. For
example, loans, as such, without any
reference to the period of borrowing, are equally relevant for enterprises reporting about a maximum
or average level of the competitive
environment21 (Figure 3.9). The only
stable pattern is a growing need
in long-term loans with increased
competition in the market.
Thus, the nature of the demand for
credit does not depend on the competition faced by the company but
on how the company perceives the
risk of competition. This means that
it is not the state of the market that
has an impact on the need in loans
but internal conditions and features
of the company.

Figure 3.10. The need of SMEs in loans depending on the area of activity

Source: IPM Research Center.
Figure 3.11. The need of SMEs in loans depending on the number of employees

By the field of activity, the highest demand for loans is observed among
SMEs operating in the construction
sector (Figure 3.10). Compared with
the average demand as identified
in the survey, they have a more
pronounced interest in loans with no
reference to the period of borrowing
that may signal some deterioration of
the financial situation in the sector.22
The sectors of manufacturing and
trade have a nearly average need in
loans. Moreover, the sector of manufacturing, just like the construction
sector, is highly affected by the crisis
of 2014–2015, and is dominated by
the need in any loans without referen
ce to a possible term of borrowing.
SMEs operating in the trade sector
are more focused on attracting shortterm loans, which is connected with
the peculiarities of the sector.
The need in loans depends on the
size of the enterprise.23 MediumAt the same time loans for any term are the
only ones, the need for which is distributed unevenly over the businesses, based on their assessments of the degree of competition in the
field of activity (the significance level of 1%).
22
The share of enterprises operating in the
construction sector, which marked improvement in their financial position amounted to
66.1% with an average figure of 60.6% of
the sample.
23
Pearson correlation coefficient between the
size of enterprises, coded on a scale from 1
to 4, where 1 is a small business with up to
15 employees, and 4 is a medium-sized enterprise with from 101 to 250 employees, and
21
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Source: IPM Research Center.

sized enterprises with over 100
people employed have the greatest
demand for credit in the SME sector. The structure of the demand
for credit does not differ from the
average across the SME sector
(Figure 3.11). Also, medium-sized
enterprises with the number of employees from 51 to 100 people have
an above the average demand for
credit. The structure of the demand
for loans has significantly shifted
towards short-term loans due to a
large proportion of trade companies
in the group of SMEs (their proporthe need in loans was 0.19 (the coefficient is
significant at the level of 1.0%).

tion among enterprises with the
number of employees from 51 to 100
people is 43.6%).
The need for long-term loans is most
clearly expressed in the group of
small businesses with from 16 to 50
employees. This is partly due to the
structure of this SME sub-group by
the types of activities – the proportion
of trade companies in the group totals
17.8%. Another factor contributing
to this is they’ve been relatively less
affected by the economic crisis. The
proportion of enterprises with the
number of employees from 16 to
50 who reported worsening of their
economic situation was 50.2% with
27
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an average of 60.6% in the sample.
It predetermines a greater interest of
these companies in further development and long-term investments.

Figure 3.12. Use of credit resources depending on the need in loans

3.4. Access to bank lending
3.4.1. Features of enterprises
raising or planning to raise bank
lending
According to the IFC survey in 2013,
30.4% of SMEs used credit resources of banks.24 The survey also
showed that the availability of credit
resources to businesses increased
significantly together with the their
size. For example, the number of
medium-sized enterprises using
bank loans was 58.6%. Moreover,
companies operating in manufactu
ring, trade, transport and communications sectors had a better access
to credit. The reason for an easier
access to credit for these companies
is the availability of liquid assets that
can serve as collateral.

Source: IPM Research Center.
Figure 3.13. Use of credit resources depending on the nature of the need in loans

In Belarus, the average amount of
collateral required for a bank loan
is estimated by IFC at 153.6% of
the loan amount. As a result, SMEs
can cover on average only 21.3%
of their working capital by attracting
credit resources.
The data from the National Bank
obtained in the survey of small business financial inclusion in Belarus
in 2012 show a similar proportion
of companies that resorted to bank
lending. 25 On average, 38.1% of
companies with up to 100 people
raised credit resources in one form
or another during the year.
Loans for working capital are the
most common form of borrowing.
23.2% of small businesses used
this type of credit. Loans to buy cars
were also relatively popular (9.5%
of enterprises). Financing of investment (purchase of equipment) with
bank loans was carried out by only
IFC, 2014, op. cit.
NBB/AFI (2012). Estimation and analysis of
SME access to finance in the Republic of Belarus: National Survey Results, National Bank
of Belarus/Alliance for Financial Inclusion.
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Source: IPM Research Center.

8.8% of enterprises. A comparable
number of enterprises (6.6%) used
leasing as an alternative source of
external financing of investment,
suggesting low access to long-term
lending for small enterprises. The
survey of the National Bank also
shows that it is mainly relatively
large SMEs in the sectors of manufacturing, agriculture, transport and
catering who have access to credit.
The results of the survey of SMEs
conducted by the IPM Research
Center in 2015 do not show any
improvement. There was probably
even a slight deterioration in access to credit for SMEs due to a

general tightening of monetary policy
in Belarus. The proportion of SMEs
that actually use loans, according
to the survey, totals 26.9%. 28.7%
of companies are planning to raise
loans. The remaining 44.4% of respondents are not raising bank loans
and are not planning to raise them.
On the one hand, this confirms a
low level of dependence of SMEs
in Belarus on bank lending and, on
the other hand, indicates a significant potential to increase lending to
SMEs. The number of enterprises
that reported they needed bank
loans (see Figure 3.5) exceeds the
number of those who actually have
Business in Belarus 2015
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access to credit by twice. As a result,
only 43.2% of companies satisfy
their demand for loans. 36.5% of
companies are only planning to raise
loans, and 20.3% of the respondents
do not see any possibility to raise
the required funds (Figure 3.12). In
addition, some companies get loans
that they have no need in (20.2% of
all businesses receiving loans).
The survey results show that the
need in loans of the companies that
have expressed understanding of
the terms of loans they need is more
likely to be met. The proportion of
enterprises with a satisfied need in
short-term loans totaled 47.7%, and
in long-term loans – 46.5%. Among
the enterprises that reported the
need in both short-term and longterm loans, the proportion of companies with an actual access to credit
was slightly lower (38.1%). However,
they are not likely to give up their
plans to raise loans (Figure 3.13).
In addition, many companies interested in long-term loans are planning to raise loans.
The greatest proportion of the
respondents who do not see any
opportunities to attract the required
funds is among the enterprises that
need short-term loans. On the one
hand, it could mean the absence of
an alternative to bank credit source
of long-term external financing,
while short-term bank loans can be
replaced with accounts payable. In
addition, it suggests excessively
high interest rates, which affects the
attractiveness of short-term loans.
On the other hand, a significant proportion of unmet demand for shortterm loans can be a sign of poor
solvency of enterprises under the
crisis, which does not let them count
on loans to cover the running costs
under the tight monetary policies.
The economic situation of a company significantly affects the availa
bility of plans to raise loans.26 Firstly,
26
Checking dispersion differences through
nonparametric Kruskal–Wallis test for independent samples showed the presence of differences in the distribution of assessments by
enterprises of their current financial situation,
depending on the extent to which they use
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Figure 3.14. Assessment of the financial situation by the enterprise depending
on the access to bank loans

Source: IPM Research Center.
Figure 3.15. Assessment of the change in the financial situation by the enterprise
depending on the access to bank loans

Source: IPM Research Center.

the survey results show that the
poor current financial situation is
mainly typical of those companies
that are planning to raise loans but
are not using them at the moment
(Figure 3.14). At the same time,
the difference between the groups
of companies that use loans and
that are not planning to use them is
not observed in the assessments of
their financial situation. Secondly,
the respondents who have not been
affected by the deterioration of the
economic situation are unlikely to
credit resources, with the significance level of
1.0%. In assessing changes in the economic
situation, the significance level remains 5.0%.

have any plans to raise loans (Figu
re 3.15). There is no significant effect
of the economic situation on actual
raising of loans.
There are no statistically significant
differences in the distribution of the
responses describing competition
perception depending on the use
of credits (Figure 3.16). However,
tests to compare the average value
of assessments of the impact of
competition on the activities of the
company do not allow to reject,
at the 5.0% significance level, the
hypothesis that the companies with
plans to raise loans have more
negative perceptions of competition
29
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Figure 3.16. Assessment by the enterprise of the influence of competition
in the domestic market as an external factor depending on access to bank loans

Source: IPM Research Center.
Figure 3.17. Assessment by the enterprise of the competition in its area of activities
depending on access to bank loans

Note. 1 – no competition, 5 – high competition.
Source: IPM Research Center.
Figure 3.18. Use of bank loans depending on the size of the enterprise

than companies that have no such
plans. On average, 48.3% of the
respondents who do not intend to
raise loans have a negative attitude
to competition as an environmental
factor. The respective proportion
of those who plan to raise loans is
60.4%.
The average value of assessments
of competition by companies in
their field of activity is not statistically related to the fact whether
they are raising loans or not (Figure
3.17). However, the enterprises that
raise loans are more likely to give a
maximum score to competition. On
the contrary, those companies that
do not plan to raise loans are less
likely to give a maximum score when
evaluating the level of competition
in their field of activity. Therefore,
companies operating in a competitive environment are more likely to
have access to credit.
Significant differences in the use
of bank lending are observed in
relation to the size of companies.27
Companies with the lowest number
of employees are less likely to raise
credit resources than others (Fi
gure 3.18). Moreover, half of them
have no plans to raise loans in the
future. In contrast, almost 40% of
medium-sized enterprises with from
101 to 250 employees raise credit
resources, and a third of these companies have plans to attract loans.
Accordingly, only 27.1% of mediumsized enterprises are not planning
any borrowing in the market of bank
lending. These results are consistent
with the survey findings of NBB/AFI
(2013) and IFC (2014).
An inverse relationship is observed
in respect of the years of operation of the company. The older an
enterprise is, the less likely it is to
use bank services (Figure 3.19).
Among the companies established before 1996, 53.1% of the
The check of dispersion differences through
nonparametric Kruskal–Wallis test for independent samples showed the presence of
differences in the profile of companies by
the number of employees depending on the
extent to which they use the credit resources,
with the significance level of 1.0%.
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Source: IPM Research Center.
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respondents are neither raising no
planning to raise loans. Among the
companies established after 2010,
the proportion of the respondents
who are not going to apply for loans
is significantly lower (39.4%). This
somewhat contradicts the data of
the National Bank according to
which companies with much experience in the market are more likely to
use bank loans. This might be due
to the differences in the structure of
research samples.
3.4.2. Factors limiting access
to credit
The basic factors that complicate
the access of SMEs to credit include
high interest rates, collateral requirements and inconvenient repayment
schedules. Real interest rates on
loans in the national currency in
Belarus increased significantly
after the currency crisis in 2011.
Before 2011, real interest rates on
long-term loans were close to 0 and
for the short-term – around 5.0%
(Figure 3.20). The monetary policy
has aimed to ensure macroeconomic stability amidst high inflation
and devaluation expectations since
2012. To this end, the National Bank
has held high real interest rates in
the national currency. For long-term
loans, the average real interest rate
is close to 10.0%, while for the shortterm loans – to 20.0%. However,
the statistics on interest rates are
somewhat distorted due to a large
proportion of concessional loans
in the loan portfolio of the banking
sector. In practice, SMEs are forced
to raise loans at even higher rates.
Real interest rates on loans in foreign
currency are often lower than in the
national currency (Figure 3.21).
However, these loans are risky
because of the instability of the
exchange rate and high devaluation
expectations. The key role of the
exchange rate in the formation of
real interest rates leads to virtually
no difference in real interest rates
on short-term and long-term loans.
In practice, only companies with revenues in foreign currency can afford
Business in Belarus 2015

Figure 3.19. Use of bank loans depending in the year of establishment
of the enterprise

Source: IPM Research Center.
Figure 3.20. Real interest rates for national currency loans

Source: Authors estimates based on the data from the National Bank28.
Figure 3.21. Real interest rates for foreign currency loans

Source: Authors estimates based on the data from the National Bank.

to raise foreign currency loans.28 In
addition, the National Bank is deliberately limiting the availability of
Real rates were estimated based on the
annualized inflation rate for the current month.

28

foreign currency loans due to the
risk involved.
High interest rates imply a high risk
of loan default. Therefore, banks
are forced to secure loans by setting
31
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Figure 3.22. Assessment of acceptability of lending conditions

Note. 1 – “completely unacceptable conditions”, 5 – “fully acceptable conditions”.
Dashed lines mark a 5.0% confidence interval.
Source: IPM Research Center.
Figure 3.23. Assessment of the acceptability of lending conditions for short-term
loans, depending on their use by enterprises

Source: IPM Research Center.
Figure 3.24. Assessment of the acceptability of lending conditions
for long-term loans, depending on their use by enterprises

excessively high collateral requirements. As noted above, according
to the IFC estimates, the average
value of the collateral for SMEs,
exceeds the loan value by one and
a half times. For micro enterprises,
the collateral value reaches 191.6%
of the loan value. For comparison,
the average value of the collateral
estimated in 2008 for the SME sector amounted to 118.4% reaching
its peak at 134.1% for micro enterprises.29
Because of the high rates and
stringent requirements to credit
provisioning, the majority of respondents noted that they do not find the
proposed terms of lending suitab
le for them. This equally applies
to both short-term and long-term
loans. Assessing the attractiveness of lending terms on a scale
of one-to-five, where 1 describes
conditions as completely unsuitable, and 5 – fully suitable, the
respondents assessed them with an
average score of close to 2. Terms
of long-term loans were assessed
slightly higher (Figure 3.22). Thus,
the conditions, primarily in relation
to the rates and required collateral,
are unsuitable for the majority of
SMEs in Belarus.30
Кирхнер, Точицкая, Круг, 2013, op. cit.
On average, about 10.0% of the respondents consider the collateral requirements or
the available interest rates as suitable.

29
30

Source: IPM Research Center.
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There is a direct correlation between
the assessments of lending conditions and the extent to which the
company uses or plans to use loans.
Companies that use loans assess
loan conditions less negatively compared to SMEs that are only planning
to obtain a loan (Figures 3.23, 3.24).
The most negative assessments are
typical of those enterprises with no
plans to raise any credit funds. In this
case, rates are a more limiting factor
for obtaining a loan than collateral
requirements since the difference in
assessments among loan recipients
and those who do not use them is
more evident.31
Certain differences in the assessment of the acceptability of lending
conditions were observed when the
enterprises were broken down by
size.32 Small businesses with up to
15 employees perceive the problem
most acutely (with an average score
of all the conditions of 2). These
companies have a particularly
negative attitude towards rates on
short-term loans in foreign currency
(1.8). Small businesses with 51 to
100 employees see the problem of
acceptability of lending conditions
as most relevant as well. For them,
the most limiting factor is the inte
rest rates on long-term loans in the
foreign currency.
Small businesses with 16 to 50
employees give less negative assessments of credit conditions (with
an average score of 2.3), which is
consistent with their more fortunate
position relative to other small businesses (see above). However, the
assessments of lending conditions
by medium-sized enterprises are
The correlation between the degree of
readiness to raise loans and evaluation of
the acceptability of interest rates is negative
(about –0.2 regardless of the term and currency of the loan) and statistically significant.
The correlation coefficient between the willingness to raise loans and evaluation of the
acceptability of collateral is significant only for
short-term loans (–0.14).
32
The hypothesis of a uniform distribution
of responses selected by the criterion of the
size of the enterprise is not rejected only for
assessing the acceptability of collateral for
short-term loans and the period of long-term
loans.
31
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Figure 3.25. Assessment of the acceptability of conditions for short-term loans,
depending on the need in loans

Source: IPM Research Center.
Figure 3.26. Assessment of the acceptability of conditions for short-term loans,
depending on the need in loans

Source: IPM Research Center.

most neutral (with an average score
of 2.6). In particular, they assess
most positively the acceptability
of rates for short-term loans in the
national currency (with an average
of score 3).
By the area of activity, most negative assessments of lending conditions were given by enterprises
operating in trade and transport,
while the representatives of the construction sector gave most neutral
assessments.
Assessments of lending conditions also vary, depending on the

presence or absence of needs in
short-term and long-term loans.
The need in loans is associated
with relatively neutral assessments of credit conditions set by
Belarusian banks. Accordingly,
no need in credit funds leads to a
negative attitude (below 2) towards
the offered rates and collateral
requirements than the average
assessment within the survey
(Figures 3.25, 3.26). On the one
hand, this observation may support the idea that poor access to
credit resources is a key factor of
the lack of interest in bank loans
33
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among SMEs.33 On the other hand,
there may be a possible effect that
an acute need in loans gets companies to view conditions imposed
by banks not so negatively.
3.5. Sources of external finance
other than bank loans
3.5.1. The review of alternative
sources of finance for small
and medium-sized businesses
in Belarus
According to the OECD classification, programs of loan guarantees,
micro-finance instruments, government funding for start-ups, business
angels, leasing, stock market and
venture financing are alternative options to bank loans. The availability
of these instruments in Belarus was
estimated by the OECD in 2012.34
The results of this assessment are
analyzed in the study by Kirchner,
Tochitskaya and Knut (2013).35 In
2012, most of these instruments
were pending or piloted, which had
no actual impact on the availability
of external financing. However, the
most popular instrument was leasing
which SMEs found attractive due to
lack of collateral requirements.
Pilot projects were mentioned in
the framework of microcredit and
microfinance programs. These
projects are implemented in Belarus
mainly by international organizations
through commercial banks. For
instance, EBRD provided 37,313
loans totaling USD 837 million
under the microcredit programs in
2001–2013. 4,500 loans totaling
about USD 140 million were extended per year over the last years
of the program. Accordingly, about
5% of all SMEs received loans under
33
The correlation coefficients between the
assessments of the acceptability of lending
conditions and needs in loans are significant
at the 1.0% level and are about 0.2 for shortterm loans and 0.25 for long-term loans.
However, the direction of impact is not known.
34
OECD (2012). SME Policy Index: Eastern
Partner Countries 2012. Progress in the
Implementation of the Small Business Act
for Europe, Organisation for Economic Cooperation and Development.
35
Кирхнер, Точицкая, Круг, 2013, op. cit.

34

the program, which helped finance
about 1.5% of all investments in the
sector.36
The USAID project “Improving access to the financial resources of the
rural population of Belarus” with a
budget of USD 1.5 million has been
implemented in Belarus since 2014.
It is aimed at the development of the
National Microfinance Centre and,
in particular, at increasing microfinance in rural areas of the Brest and
Minsk regions.
The activities of microfinance institutions are regulated by Decree
No. 325 “On Lending and Activities
of Microfinance Institutions” of June
30, 2014. It stipulates that commercial microfinancing may be carried
out only by pawnshops and limits
the provision of services to individuals. Mutual consumer cooperatives,
whose members can be only persons engaged in crafts, individual
enterprises, ancillary services or
providing services in the field of
rural tourism, as well as mutual
funds for small and medium businesses, may provide microfinance
as a non-commercial organization.
The Decree also strictly regulates
the amount and terms of lending,
accounting principles and accoun
tability of microfinance institutions to
the National Bank of Belarus.
As of September 2015, there were
102 microfinance institutions registered in Belarus, including just 5
consumer cooperatives and 2 mutual funds. In addition, these organizations have very limited resources.
This makes their impact on the
availability of external financing for
SMEs and individual entrepreneurs
insignificant.
In addition, there are some pilot venture financing projects implemented
in Belarus. This activity is regulated
by Decree No. 1 “On Approval of
the Procedure for Creation of Innovation Infrastructure Entities” of
January 3, 2007 and Decree No. 252
“On Amendments and Additions to
There were 94,000 SMEs in 2013, with the
investment in fixed assets of USD 9.1 billion.
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Some Decrees of the President of
the Republic of Belarus” of May 17,
2010 specifying the conditions of
innovation infrastructure entities. In
accordance with the said Decrees,
the Belarusian Innovation Fund is
responsible for state venture fun
ding. The Fund is formed from the
contributions of enterprises in sector
innovation funds and operates just a
small part of these funds.
For example, in 2014, the Belarusian
Innovation Fund had 13.5% of all
funds allocated to republican innovation funds.37 The recipients of these
funds can be only contributors to the
innovation fund and research institutions, which significantly reduces the
proportion of SMEs that have access
to venture financing.
The Management Company “Bison
Capital” established by the holding
company “Atlant-M” tried to create
a private venture capital fund in
Belarus. The company manages
the private equity fund with investments “SMH” with USD  70 million
of investment.38 The investments of
the Fund are mainly connected with
assets similar to the ones of AtlantM. In 2015, “Bison Capital” launched
another fund “Zubr Capital Fund I”
with a focus on the IT-sector and
manufacturers of Belarus targeting
the EEU.
In addition, Belarus has the Community of Business Angels and Venture
Capital Investors (BAVIN) operating
in Belarus since 2010. BAVIN does
not provide direct funding to SMEs.
The Community acts as a virtual
business incubator providing a platform for SMEs and private investors
with business experience.
Development of innovative SMEs in
Belarus can be supported within the
infrastructure of eight techno parks,
four technology transfer centers with
Эрке, Ю., Кирхнер, Р., Шиманович, Г.
(2014). Как улучшить управление государственными предприятиями в Беларуси,
аналитическая записка Исследовательского центра ИПМ, 03/2014.
38
Яковлева, Н. (2011). Формирование
системы венчурного финансирования в
Республике Беларусь, Экономика и управление, 4(28), 78–82.
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28 regional offices, five innovation
centers and 46 research centers.
Some of the technology parks in
Belarus also provide direct funding
for research and innovation pro
jects. But, just like in the case of the
Belarusian Innovation Fund, funds
are usually provided to state-owned
enterprises.39
Belarus is also providing financial
support to SMEs under the Program of State Support for Small
and Medium-Sized Enterprises for
2013–2015. The bulk of the fun
ding for the Program is directed to
the expenditures of local budgets
(Table 3.1). Preferential bank len
ding from the budget funds placed
in bank deposits is used as the
main instrument of this support.
Total expenditures of local budgets
for lending to SMEs in 2013–2015
were planned in the amount of about
BYR  110 billion per year,40 which
corresponds to 0.1% of fixed capital
investments of SMEs in 2013.
Another instrument to support SMEs’
access to external financing in the
framework of state programs is
the Belarusian Fund for Financial
Support of Entrepreneurs (BFFSE).
It has been operating since 1992
with a mandate to provide SMEs
with funds on a returnable basis
(with payment or without payment
of interest), property on lease and
guarantees for subsidized loans,
including micro-loans extended by
Belarusian banks. The Fund may
provide resources for up to 5 years.
The interest rate for the use of funds
is set at the level of the refinancing
rate of the National Bank. Funding
is provided only for investment pro
jects aimed at import substitution,
increasing exports, introducing new
technologies, resource efficiency
and production expansion.

Table 3.1. Expenditures on financial support under the Program of State Support for
Small and Medium-Sized Enterprises for 2013–2015
Local budget
BFFSE
funds from the National budget
fund’s current assets

2013
86,205.0

2014
119,520.0

2,857.5

3,485.3

4,229.0

5,176.0

8,176.0

11,176.0

Source: The Program of State Support for Small and Medium-Sized Enterprises for 2013–
2015.

der the terms of the loan (65.3% of
the volume of support), as well as
under leasing (34.7% of the volume
of support), while guarantees for
preferential credits were not made
available. The latter was due to insufficient resources available to the
Fund, as well as legal restrictions
of possible options of guarantee
provision.41 Overall, in 2010–2013,
the Fund supported 170 investment
projects worth a total of BYR 20.8
billion. Accordingly, the Fund supported on average only 40 projects
a year, and the average amount of
funding provided was BYR 122.2
million (212.8 million in 2013).
According to the Program of State
Support for Small and MediumSized Enterprises for 2013–2015,
the maximum amount of lending to
SMEs by BFFSE was planned for
2015 and totaled BYR 15 billion. This
amount is provided from the working
capital of the Fund, and transfers
from the national budget. The scale
of the planned increase in financing
of SMEs at the expense of the Fund
may not significantly improve the
efficiency of businesses, and have
a significant impact on the development of the SME sector in Belarus.

In the years of 2010–2013, BFFSE’s
support to small business was only
through the allocation of funds un-

State support for SME development is also provided through the
Development Bank. Since August
2014, the Bank has been providing
financial support to SMEs under the
lending program similar to the program previously run by the EBRD.
The Development Bank provides
financial resources to commercial

Кирхнер, Точицкая, Круг, 2013, op. cit.
The actual value may significantly vary from
the plan, depending on the dynamics of the
income and expenditure of local and central
budgets, as stipulated in the program.

41
Кирхнер, Р., Точицкая, И., Кнут, А. (2014).
Белорусский фонд финансовой поддержки
предпринимателей: концепция перезагрузки, аналитическая записка Исследовательского центра ИПМ, 01/2014.
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2015
125,155.0

banks that allocate loans to businesses in accordance with agreed
criteria and credit products. Fun
ding is only available for investment
purposes, and the loan amount
may not exceed BYR 25 billion for
medium-sized companies, BYR
15 billion – for small businesses
and BYR 3 billion – for micro enterprises. The maximum period for
which the Development Bank may
provide funds to commercial banks
is 5 years, which limits the period of
loans for SMEs.
An important criterion in the selection of projects is the willingness of
the enterprise to self-finance 10.0%
of the project costs. Loan rates are
set at the level of the refinancing rate
plus 4.5%. The Development Bank
provides financing and leasing ope
rations under the same conditions.
As of July 1, 2015, under the Program of Financial Support to SMEs
(i.e. within almost a year of ope
ration), the Development Bank
financed 226 investment projects
totaling BYR 342.9 billion. This is a
significantly smaller scale in comparison with the EBRD micro-credit
project, which was implemented
earlier. The bulk of the funding (56%)
was extended to micro enterprises
and the loan amount in half of the
cases did not exceed BYR 500 million. The recipients of loans were
mainly businesses operating in
manufacturing and transport. The
credit resources were used by SMEs
to purchase equipment (37% of the
projects), motor vehicles (36%) and
real estate (25%).42

See http://brrb.by/activities/podderzhkamalogo-i-srednego-predprinimatelstva/podderzhka-msp-itogi-realizaczii-programmyi/.

42
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3.5.2. Access to alternative
sources of external finance

Figure 3.27. Proportion of enterprises that are unaware of SME support programs,
depending on their size

The choice of alternative commercial lending instruments of SMEs’
external financing is formally quite
broad. However, the possibilities
of all instruments are very insignificant. The visible role was played or
can be played only the micro-credit
programs of the EBRD and Deve
lopment Bank, as well as of BFFSE,
due to their experience in lending
operations.
According to the survey, these
programs were used by 6.7% of
SMEs. The support provided by
the Development Bank is more
popular (it was used by 3.6% of the
enterprises surveyed). At the same
time, the awareness of SMEs of
these programs is the same – about
65.0% of the respondents knew of
the existence of the program, while
27.2% of respondents did not know
about any program of SME support.
There seems to be no significant
relationship between the business
financial position, area of activity
and level of competition in the market and awareness of the program
of financial support for entrepreneurship. The level of awareness
depends on the years of operation
and size of companies.43 Mediumsized enterprises are most aware
of the possible sources of finan
cing of investment projects (Figure
3.27). Less than 10% of enterprises
with 101 to 250 employees have
no information about any of the
programs listed in the survey. Small
businesses do not have any obvious
differences between them in how
much they know about the Deve
lopment Bank, the EBRD or BFFSE
programs. On average, about 30.0%
of small companies are not aware of
these programs at all.
43
The correlation coefficients between the
awareness about various programs and the
size of the company are positive and statistically significant at the 5.0% significance level,
but do not exceed 0.15. Consequently, the
lack of information about any of the programs
correlates with the size of the enterprise with
the opposite sign (–0.1, significant at the
5.0% level).
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Source: IPM Research Center.
Figure 3.28. Proportion of enterprises that are unaware of SME support programs,
depending on their year of establishment

Source: IPM Research Center.

Companies with extensive experience also have extensive knowledge
about the programs that can be used
to raise external funding.44 Among
the enterprises established before
1996, only 19.2% of the respondents
do not have any information about
the Development Bank, EBRD or
BFFSE programs (see Figure 3.28).
This figure is significantly higher for
the companies that have been ope
rating for not more than 10 years –
44
The correlation coefficients between the
year of establishment of the enterprise and
awareness of enterprises about business
support programs are in the range from 0.10
to 0.15 and statistically significant at the 5.0%
level. Companies are grouped according to
the year of their establishment into three
groups – companies established until 1996,
from 1997 to 2004, and after 2005.

about 30.0% of the respondents did
not know about the existence of such
programs.
The reasons why companies do not
participate in the long-term finan
cing programs to support business
mainly include the factors related to
the lack of interest of companies to
external financing. Many companies
noted that they have no investment
projects (19.3% of respondents),
and there is no need in investment
support programs (30.9%).
Accordingly, the factors associated
with the peculiarities of the organization of these programs are the
reasons why businesses do not ask
for support in only half of the cases.
For instance, a significant number
Business in Belarus 2015
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Figure 3.29. Reasons why companies do not participate in micro crediting programs
depending on the area of activities of the enterprise

of the procedures. Other companies
do not fit the eligibility criteria of the
programs (9.5%) due to the targeted
nature of the programs to support
entrepreneurship aimed at providing
long-term financing for individual
investment projects (Figure 3.29).
These reasons why companies did
not participate in the programs offered are common for all of these
programs.

Source: IPM Research Center.
Figure 3.30. Reasons why companies do not participate in micro crediting programs
depending on the size and year of establishment of the enterprise

There are certain differences in the
reasons why companies are not
involved in the programs depending
on their size and sector. However,
the differences primarily relate to the
factors connected with the characte
ristics of the enterprises themselves
and not the programs. For instance,
companies from the service sector
(transport and communications and
other sectors) are much less likely to
need external financing than in the
construction sector and manufacturing (see Figure 3.29). Moreover,
small businesses employing up to
15 people are less interested in
external financing and do not have
investment projects compared to
medium-sized enterprises with more
than 100 employees (Figure 3.30).
However, companies from 51 to
100 employees are most concerned
about the problems directly connected with the organization of
programs. 28.2% of such companies
noted a weak attractiveness of longterm funding programs in relation to
other sources of external financing.
This is probably due to the fact that
this group comprises a large number
of retailers that are more interested
in short-term rather than long-term
loans (i. e. they are least likely to
be a target audience of long-term
investment financing programs).

Source: IPM Research Center.

of companies (16.5%) stated that
there are more attractive sources
of external financing than specia
lized programs to support business.
Business in Belarus 2015

12.9% of respondents reported weak
information support of these programs, and 6.3% of the respondents
are discouraged by the complexity

The distribution of the factors that
reduce the attractiveness of longterm financing programs depends
essentially on whether enterprises
need loans. If they need them, they
are much more likely to indicate a
lack of information about the programs (17.2% of respondents who
need loans) and their weak attraction
compared to alternative sources
37
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of external financing (21.7%). The
role of the weak relative attractiveness may be somewhat overstated
as this factor is dominant among
businesses that need loans (see
Figure 3.31).

Figure 3.31. Reasons why companies do not participate in microcrediting programs
depending on the needs in loans

Clearly, such vague loan requirements are often associated with a
weak financial situation of enterprises, and they need borrowed funds
to finance current spending rather
than investment, which excludes
them from the target group of these
business support programs. Besides
these companies often report they
have no investment projects.
3.6. Assessment
of the effectiveness
of measures taken to improve
external finance
The availability of external financing
in the last year as assessed by SME
representatives slightly worsened. In
particular, this applies to bank len
ding: the average assessment of the
change in average access to bank
lending totaled less than 2.5 on a
scale of 1 to 5, where 1 is a significant deterioration, 3 – no change,
and 5 – a significant improvement
(Figure 3.32). This suggests that
the number of respondents who
indicated deterioration exceeded
the number of those who believed
that the situation had not changed or
improved (by 1.5 times; Figure 3.33).
The changes in the scope of state
support for SMEs were also assessed negatively by respondents
(the average score of about 2.5).
The number of those who reported a
change for the worse was practically
equal to those who did not notice
any changes. The assessments of
changes in the availability of international support and development
of the stock market were mainly
neutral, but an average score of the
assessments was still significantly
lower than 3.
Respondents’ assessments of
changes in the availability of external financing in most cases do not
depend on their size or scope of
38

Source: IPM Research Center.
Figure 3.32. Average score of the assessment of changes in access to finance
over a year

Note. 1 – “significantly worsened”, 5 – “significantly improved”.
Source: IPM Research Center.

activities. The economic situation of
the company has a certain effect. In
particular, it has a positive effect on
the assessment of changes in state
support to SMEs. The relationship
between the economic situation of
the company and the company’s
needs in loans means that the assessment of state support is also
associated with the presence of
the company’s plans to raise loans.
Companies with no plans to obtain

loans are more optimistic about the
changes in state support for the SME
sector relative to other companies
(especially those who have not
raised any loan, but plans to do so
in the future).
The attitude of SMEs to the state
business support policy was also
studied in the study of barriers to
business development, which was
conducted by the Research Center
Business in Belarus 2015
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in 2015.45 The respondents were
asked to evaluate the effectiveness
of the main instruments designed to
stimulate the development of SME
in Belarus on the one to five scale,
where 1 stands for an extremely
inefficient measure, and 5 – very
efficient.
The results showed that SMEs give
rather neutral assessments of the effectiveness of most of the measures.
Positive assessments (over 3) were
given only for preferences provided
to businesses in rural areas, small
towns and free economic zones.46
The efficiency of microcrediting
programs of the Development Bank
and the BFFSE was considered
much lower. The number of positive
assessments of the effectiveness of
these microfinance programs does
not exceed the number of negative
assessments.47
There is a direct relationship between
the assessment of the effectiveness of microcrediting instruments
through the Bank Microcredit Deve
lopment and BFFSE and changes in
the current economic situation of the
company. Businesses that faced a
worse economic situation in the last
year were likely to be more negative about the effectiveness of state
financial support through existing
channels of microcrediting.48 The
differences in assessments of the
effectiveness of these measures
by other parameters (size, year of
establishment, the attitude to the
reforms) are not observed, which
indicates a fairly unanimous assessment of their low efficiency.
Among the possible measures to
improve access to finance, SMEs
underline the need to reduce inflation and the volatility of the national
currency (Figure 3.34). Therefore,
See http://www.research.by/publications/
surveys-of-business/1503/.
46
Урютина, 2015, op. cit.
47
Ibid.
48
The coefficients of correlation between
the change in the economic situation of the
enterprise and evaluate the effectiveness of
microcredit programs of the Development
Bank and BFFSE amounted to 0.2 and 0.25,
respectively (significant at the 1.0% level).
45
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Figure 3.33. Distribution of assessments of changes in access to finance over a year

Source: IPM Research Center.
Figure 3.34. Measures needed to improve access to external finance for SMEs

Source: IPM Research Center.

the most acute problem for business at the moment is an unstable
macroeconomic environment which
hinders their steady growth and
substantially limits their access to
credit resources.
The possibilities of direct measures
to support businesses are assessed
much lower. Increasing government
support is the most popular of these
measures. It is largely supported
by medium-sized businesses and
businesses with experience in the
market of more than 20 years (19%
and 17% of the respondents from
these groups pointed out the importance of increasing public support for
SMEs). To some extent, this may be
a sign of more paternalism of these
companies that most likely were
established in the course of denationalization procedures rather than
as a result of private initiative. On
the contrary, small businesses with
51 to 100 employees mainly focus

on the problem of macroeconomic
stability (79.4% of the respondents
from this group pointed it out) and
do not expect direct government
support (8.8%). Most likely, this reflects the opinion of quite successful
small private businesses rather than
medium-sized businesses.
3.7. Conclusions
Private sector development in Belarus, in particular the development
of SMEs, takes place in conditions of
limited access to external financing.
This predetermines a highly speciali
zed niche business and the success
of development strategies based
on internal resources. However,
successful small businesses are
still forced over some time to seek
external funding to expand and enter mass markets. According to the
estimates of the National Bank, IFC
and the survey held in May 2015,
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only about a third of SMEs (26.9%
of businesses according to the survey results) have actual access to
credit in Belarus. A large proportion
of loans are raised for working capital. IFC estimates that the share of
investments financed by bank loans
is 14.8%. The total share of external
financing for investment of SMEs is
estimated at 21.8%.
Primarily medium-sized enterprises
and small businesses operating
in the manufacturing sector and
transport have access to credit. The
availability of liquid capital assets
that can serve as collateral for loans
facilitates access to credit resources
for these enterprises. Other representatives of SMEs find it difficult to
provide the required collateral, the
size of which exceeds the amount
of the requested loan by one and
one half times on average. Another
important factor limiting the availa
bility of credit and other sources of
external financing is extremely high
real interest rates. The desire to ensure macroeconomic stability forces
the government to carry out a tight
monetary policy, resulting in real interest rates on credits in the national
currency at the level of 10–20%.
The problem of high interest rates
and collateral requirements is equally badly perceived by almost all
representatives of small and medium
businesses. The severity of the problem is somewhat reduced only when
the company has the experience
or clear need to raise loans. At the
same time only half of SMEs need
loans. These are mostly businesses
experiencing difficulties and fearing
the increased competition in the
domestic market. Such businesses
are interested in any funding, both
short- and long-term. Meanwhile,
successful enterprises positively assessing the presence of competition
in the market have an above the ave
rage need in loans. However, these
enterprises are usually interested in
particular types of loans – either in
long-term loans to expand production or short-term loans to increase
their turnover. The enterprises assessing their situation as stable (they
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do not feel any change for the better
or for the worse) are least interested
in external financing.
On average, the number of businesses that need loans is twice
larger than the number of those who
actually get loans. Many businesses
are only hatching plans to obtain
loans. The survey results show
that the demand for loans of those
companies that know which terms
of borrowing they need, as well as
those working in a highly competitive
environment, is more likely to be
satisfied. Meanwhile, the companies
negatively assessing their economic
situation have the smallest likelihood
to implement their plans to raise
loans.
The presence of a substantial
unsatisfied demand for external financing indicates both the potential
to increase lending for SMEs, as
well as the need to develop alternative sources of financing. At the
moment, leasing operations that do
not require any collateral are a very
popular source of investment finan
cing for SMEs. In Belarus, there are
also various micro-finance schemes,
but they are weak and do not have
significant capabilities and, therefore, are rarely popular with businesses. The biggest role is played
by micro-credit programs of EBRD,
the Bank of Development, as well
as programs of the BFFSE. In total,
only 6.7% of SMEs are using these
programs. This is partially related to
the fact that many companies do not
need loans for investment purposes.
Meanwhile, for those companies for
whom these programs are relevant,
main reasons for non-participation in
them include a low level of awareness of the programs and weak
attractiveness of lending conditions
in the framework of these programs
compared to other sources of financing.
A low interest of SMEs in statesupported microfinancing programs
shows an overall low perception by
the business of government measures to support entrepreneurship.
Moreover, businesses point out

lower access to both bank lending
and funds under the state support.
As a consequence, the extension
of state support for the sector as a
possible measure to increase the
availability of external funding is reported by only a few medium-sized
enterprises. SMEs believe that the
main instrument for solving the problem of access to external financing
is to ensure the country’s macroeconomic stability, i. e. low inflation and
a stable exchange rate. International
organizations also point out the need
to address high collateral requirements. In particular, there should be
provided a possibility to use property
rights as collateral, which will require
a system of registration of movable
property encumbrances.49 Programs
of loan guarantees the effectiveness
of which is considered to be higher
compared to state microcredit programs may contribute to addressing
the high cost of collateral.50
The findings of the study suggest
that the improvement in the availabi
lity of external funding for SMEs will
not only promote the development of
the sector itself, but also the entire
economy. The bulk of the demand
for loans comes from businesses
positively assessing their economic
situation and willing to work in a competitive environment. Attempts to
develop such businesses are likely
to be successful and will help them
to go beyond the existing niches,
including on international markets.
Spillover effects will increase the
efficiency and productivity of the
relevant sectors of the economy
while ensuring a greater mobility of
factors of production in the country.

49
50

IFC, 2014, op. cit.
Кирхнер, Точицкая, Круг, 2013, op. cit.
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4. Assessment of effects of integration
within common economic space
and Eurasian Economic Union by small
and medium-sized enterprises
4.1. Introduction
The Eurasian Economic Union
(EEU) became effective on January 1, 2015. It provided for a further
deepening of economic integration
of member states in the process of
regional economic integration after
the Customs Union (CU) and the
Common Economic Space (CES)
created by Russia, Kazakhstan and
Belarus. Within the framework of
the EEU member states should not
only ensure the free movement of
goods, services, capital and labor
but also coordinated, coherent and
unified policies in the sectors of
the economy. The Treaty on the
Eurasian Economic Union also provides a legal framework for further
harmonization of macroeconomic,
monetary, trade, investment and
fiscal policies.
All these actions, on the one hand,
should ease the conditions for access of Belarusian business to the
common market, and on the other
– may lead to increased competition
both on the domestic market and
the markets of member countries.
In this regard, it is interesting to
study assessments by the business
community of the possible benefits
and costs of Belarus’ membership in
the Eurasian Union, as well as the
effects of the previous integration initiatives (CU and the CES). The IPM
Research Center has been studying
the opinions on the country’s accession to the CU and CES within
the framework of the SME survey
since 2012.
In 2015, it held a special survey
of small, medium-sized and micro
enterprises in order to see their
perceptions of the efficiency of the
CU and the EEA and the impact of
Belarus’ membership in the Eurasian
Business in Belarus 2015

Economic Union on doing business.
The results of the survey are presented here as follows. The second
section describes the sample. The
third section contains an assessment of the respondents of the impact of participation in the CU and
the CES on the country’s economic
development and their business.
The fourth section examines the
performance of the integration association. The fifth section provides
opinions of businesses on the impact
of the deepening of the Eurasian
integration within the EEU on them,
and the sixth section presents key
conclusions.
4.2. Description of the surveyed
companies’ sample
The survey of the impact of integration in the EEU on the competitiveness of SMEs included 416
enterprises, of which 17.3% of the
respondents are in manufacturing,
31.7% – in trade, 13.5% – in construction, 9.6% – provide transportation services, 4.1% – IT services,
and 3.4% – financial services. This
generally corresponds to the distribution of SMEs by economic activ-

ity in Belarus. 74% of the surveyed
companies have been operating in
the market for over 5 years and,
therefore, they can compare the level
of competition and business conditions before and after the integration.
As the participation of Belarus in
the Eurasian integration has an
impact both on the internal market,
for example, through increased
competition, the establishment of
common technical regulations, etc.,
and on the terms of products supply to foreign markets, the sample
was formed to include both expor
ting companies and those who do
not export their production outside
Belarus. The share of exporters in
the total number of surveyed enterprises is 28.9%, while for 6.7% of
the respondents the export market is
the main market for their products. It
should be noted that the proportion
of exporters in the sample is higher
than the proportion of SMEs that
supply products abroad in their total
number in Belarus (17.2%).
For 33.1% of surveyed exporters,
the core business is manufactu
ring, for 22% – trade and repairs,
for 13.6% – construction, and for

Figure 4.1. Distribution of surveyed exporters by types of business activities, %

Source: Survey by the IPM Research Center.
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Figure 4.2. Distribution of surveyed exporters by geographical focus of exports, %

Source: Survey by the IPM Research Center.
Table 4.1. Views of respondents on the effects of membership of Belarus in the CU and CES on doing business, %
Positive
Negative
No effect

2013
62.9
23.2
13.7

2014
44.8
13.5
44.1

2015
44.2
12.0
43.8

Source: Survey by the IPM Research Center.

10.2% – transport and communications. The sample also includes
exporters engaged in financial activities and real estate activities, IT,
hotel and restaurant business, and
agriculture (Figure 4.1).
Most of the enterprises supplying
products abroad are focused on the
Russian market. This market was
mentioned by 89% of the surveyed
exporters (Figure 4.2). Other EEU
countries are the target markets for
goods and services of 21.2% of exporters, and Poland, Lithuania, Latvia
and Ukraine – of 34.7% of respondents. One third of exporters (33.9%)
export products both to the EEU and
other countries, which makes it possible to compare the accessibility of
foreign markets of both the first and
the latter geographical focus.
4.3. Assessment by SMEs of
participation in the CU and CES
on the economic development of
the country and doing business
The survey data of 2013–2015 allow
comparing responses on the impact
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of Belarus’ participation in the Eura
sian integration on doing business.
As the data in Table 4.1 show, the
proportion of positive responses in
2014–2015 significantly decreased.
This can be explained by two factors.
First, a sharp deterioration of the
situation in the Russian economy
had a negative impact both on exporters and on enterprises operating
on foreign markets. In this regard,
we can assume that SMEs’ responses were greatly influenced by
the stagnation and decline in Russia
rather than the real effects of integration (e.g. improving market access,
reduction of non-tariff barriers, etc.).

The surveys showed that the proportion of those who thought that
the impact was negative decreased
from 23.2% in 2013 to 12% in 2015.
This can be partly explained by the
fact that in 2013 Belarus started the
introduction of technical regulations
of the CU on the safety of products of
light industry, which had a negative
impact on the work of entrepreneurs
trading these products and was
widely discussed in mass media.
In addition, in August 2012, Russia
joined the WTO, which led to lower
import tariffs on a range of products
and increased competition both on
the domestic and Russian markets.

Second, perhaps businesses felt the
changes associated with integration
initiatives mostly after the establishment of the CU, i. e. in 2011–2012,
and then they somewhat became
accustomed to them. This, in turn,
led to a significant increase in the
proportion of those who considered
that the participation of Belarus in
the CU and CES would not affect
their business. While only 13.7% of
respondents thought so in 2013, in
2015 their number reached 43.8%.

No doubt, all this could affect the responses, resulting in an increase in
the number of negative responses. It
should be noted that this assumption
is also evidenced by the increase in
the proportion of those who believed
that the future integration within the
CU and the CES would negatively
affect the conduct of their business,
which was the case in 2013. While
only 12% of SMEs pointed out
possible adverse effects in 2012,
their number was already 30.3% in
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2013. However, the proportion of
the respondents who believed that
integration could have a negative
impact on their business decreased
to 14.8% and 13.9% of respondents,
respectively, in 2014–2015.
Respondents’ opinion on the influence of the Eurasian integration
on their business in the future also
changed over time (Table 4.2). A
high proportion of positive responses
in 2012–2013, most likely, owed to
the fact that the companies noted
the effect of integration immediately
after the creation of the CU. As these
effects were becoming commonplace, the share of positive assessments began to decline and totaled
46.1% in 2015. A large proportion of
positive responses might be associated with high expectations of SMEs
of the opportunities that the integration could open for them. However,
as they were not implemented in full,
there was a decrease of optimism of
companies towards this integration.
In 2013–2015, the respondents’
positive responses shifted to a neutral assessment of “no effect”. As a
result, nearly 40% of respondents
believed that the Eurasian integration would not affect their business
in 2015, while only 18.5% of respondents thought so in 2012.
The survey conducted in 2015 asked
SMEs to assess the impact and
potential impact of Belarus’ participation in the Eurasian integration on
the economic development of the
country (Table 4.3). According to
47.9% of respondents, participation of Belarus in the CU and the
CES had a positive impact on the
economy, 44.0% of respondents
felt that it had no effect and 8.2%
of the respondents assessed it as
negative.
At the same time SMEs were more
optimistic about the potential positive
impact in the future. The proportion of those who believed that the
Eurasian integration would have
a positive impact on the economic
development of the country in the
future amounted to 51.5% of the
respondents. Perhaps this is due to
Business in Belarus 2015

Table 4.2. Views of respondents on the effects of Eurasian integration on doing
business,%
Positive
Negative
No effect

2012
70.3
11.1
18.5

2013
57.1
30.3
12.6

2014
44.6
14.8
40.6

2015
46.1
13.9
39.9

Source: Survey by the IPM Research Center.
Table 4.3. Views of respondents on the effects of Eurasian integration on the
economic development of the country, %
How it affected
47.9
8.2
44

Positive
Negative
No effect

How it will effect
51.5
10.6
38

Source: Survey by the IPM Research Center.
Table 4.4. Views of respondents on access to export markets, %

Low access
Moderate access
High access
Mean

CU and CES
countries
11
31.4
57.6
3.6

ЕС countries

Other countries

40.7
41.5
17.8
2.6

42.4
42.4
15.3
2.6

Source: Survey by the IPM Research Center.

new integration initiatives that led
to the creation of the Eurasian Economic Union. The number of those
who believed that the effects of the
participation of Belarus in the new
integration agreements would be
negative is higher than that of those
who noted a negative impact in the
past (10.6% and 8.2%, respectively).
The proportion of respondents who
gave neutral assessments of the
effects of participation in terms of
the future impact was also lower
than those who reported a negative
impact in the past (10.6% and 8.2%,
respectively). However, the review
and analysis of these assessments
should take into account the fact
that they were given amidst the
economic downturn both in Russia
and in Belarus. This could affect the
responses about the impact of integration both on their business and
country’s economic development.
For a more detailed study of the
peculiarities of doing business by
SMEs in the context of the integration, two aspects were given a
special focus – access to foreign
markets and the level of competition in these markets. The study of
market access mainly examined the

views of SMEs that export goods or
services. All exporting companies
surveyed recognize that access to
the market of the countries participating in the Eurasian integration is
higher than to other markets.
During the survey, the companies
were asked to rate the market accessibility in the context of existing
barriers (tariff, non-tariff and others)
for the supply of their products on a
one to five scale, where “1” stands
for a very low level of accessibility,
and “5” – for a very high level of
accessibility. As can be seen from
Table 4.4, only 11.0% of exporters
reported having difficulties with supplying their products to the countries
of the CU and CES, while 57.6% of
the respondents do not see any big
problems with access to the market. However, 40.7% and 42.4% of
enterprises believe that it is difficult
for them to enter the markets of the
EU and other countries (not the CU
and CES). 31.4% of exporters believe that CU and CES markets are
moderately accessible, while accessibility of other geographical areas is
over 10 percentage points higher.
The calculation of the average values of the responses showed that,
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in general, CES markets are viewed
as most accessible, while the accessibility of other markets is believed
by the respondents to be in the
range between low and moderate.
Moreover, the difference in the mean
values is significant enough. While it
was 3.6 in the first case, it was 2.6
in the other case, which means that
accessibility is slightly above the
low level.
To obtain more accurate assessments of access to the markets of
participants of the Eurasian integration compared with other countries,
responses of businesses that export
products both to the CU and the CES,
and to other geographical areas – a
kind of “universal” exporters – were
considered separately. This allowed
studying the views of those who can
compare the barriers to the movement of their products in the member
states of the Eurasian integration, as
well as in other countries.
As the data in Table 4.5 show, 70%
of respondents stated a high level
of accessibility of markets in the
CU and CES, while only 30% of
respondents stated so in respect of
EU states, and 15.3% of the enterprises – for other countries. The ave
rage values of the responses show
that, according to the “universal”
exporters, entering the markets of
the CU is much easier than entering
the markets of the second and third
groups, which are characterized by
moderate accessibility. This suggests that the Eurasian integration really removes barriers to the
movement of SMEs’ products, which
is particularly evidenced by the
answers of those businesses that
are equally competitive both in the
CU and CES countries, and in other
countries.
To analyze the capacity of SMEs to
compete with other producers in the
CU and CES, and the EEU created
in 2015, the respondents were asked
to evaluate their competitiveness
in these markets. As can be seen
from Table 4.6, nearly 61.0% of the
respondents believe that they are
not competitive in Russia, Kazakh44

Table 4.5. Views of exporters to a wide range of countries on the access to export
markets, %

Low access
Moderate access
High access
Mean

CU and CES
countries
15.0
15.0
70.0
3.8

ЕС countries

Other countries

35.0
35.0
30.0
3.0

42.4
42.4
15.3
3.1

Source: Survey by the IPM Research Center.
Table 4.6. Views of businesses whether they can compete effectively in the markets
of CU and CES, %
Yes
No

All SMEs
39.2
60.8

Exporters to the CU and CES
51.9
48.1

Source: Survey by the IPM Research Center.

stan, Armenia and Kyrgyzstan. At
the same time, exporters evaluate their competitiveness higher.
However, the alarming fact is that
only a bit more than a half of the
exporters (51.9%) believe that they
can compete effectively in the above
countries.
Figure 4.3 presents the reasons for
the low competitiveness of products
in the markets of the CU and CES.
The most frequently cited reason
was the lack of funds for promotion
of goods and services, as well as
their high cost, followed by non-tariff
barriers and poor product quality. It
is noteworthy that non-tariff barriers
were mentioned by 18.6% of the
enterprises as a factor impeding
the ability to compete successfully
in the countries participating in the
Eurasian integration.
The reasons for the low competitiveness of exporters in the CU and CES
primarily related to high cost of pro
ucts. This was mentioned by 40.0%
of the respondents who believed that
they could not compete successfully
in the markets of these countries.
Lack of funds for the promotion of
products was mentioned by 35.0%
of the respondents, and non-tariff
barriers – by 33% of the exporters
noting that they had problems with
competitiveness in the markets of
the countries participating in the
Eurasian integration. It should be
noted that non-tariff barriers represent an external factor which is less

dependent on the operations of the
enterprise rather on the efficiency
of harmonization of technical, sanitary and phytosanitary standards
and other measures within the
framework of Eurasian integration
processes.
Belarusian SMEs generally feel confident about their competitiveness in
the domestic market. To the question
of whether companies feel increased
competition in their field in the domestic market of Belarus stemming
from the increasing presence of
companies from Russia, 64% of the
respondents provided a negative
response (Table 4.7). Manufacturers
from other EEU countries (Armenia,
Kazakhstan and Kyrgyzstan) pose
threat to Belarusian SMEs even to
a lesser extent – only 12.3% of respondents pointed to the increased
competition. However, the fact that
competition is still increasing signals
that SMEs must get ready for the
new challenges they may face in the
course of further implementation of
integration initiatives, streamlining
coordination of economic policies
and the implementation of measures
leading to improved access to the
markets of member countries.
4.4. Assessment
of effectiveness
of the CU and CES
To evaluate the effectiveness of the
CU and CES, the companies were
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Figure 4.3. Reasons for low competitiveness of products in the CU and CES markets (frequency of reporting in %)

Source: Survey by the IPM Research Center.
Table 4.7. Views of respondents on increasing competition with EEU countries
in the domestic market, %
Companies from Russia
Yes
No

63.9
36.1

Companies from Kazakhstan,
Armenia, Kyrgyzstan
87.7
12.3

Source: Survey by the IPM Research Center.
Table 4.8. Views of respondents on providing for free movement of goods
in the CU and EEU, %

There are significant constraints
Moderately accessible
Free
Mean

CU and EEU
countries
16.7
33.3
50
3.4

Russia
17.2
33.3
49.5
3.4

Other CU and
EEU countries
8
28
64
3.8

Source: Survey by the IPM Research Center.

asked to answer questions about
how much integration associations
provided for the free movement of
goods and protected the domestic
market against competition from
the outside. The main focus was on
the enterprises supplying products
to the market of the member states,
considering separately the views of
exporters to Russia and other countries of CU and the CES.
The results showed that almost a half
of the respondents answered positively on providing for the freedom of
movement of goods (Table 4.8). It is
noteworthy, however, that a higher
proportion of respondents consi
dered the access to the markets of
other CU and CES countries free
Business in Belarus 2015

compared with the access to the
Russian market. Among exporters
to Russia, only 49.5% of the respondents believed that their products
can be supplied to the market freely
compared to 64.0% of respondents
exporting to other countries of the
CU and CES. The proportion of
those who believe that exporters to
the second group of countries face
significant constraints was consi
derably smaller. According to the
survey, 17.2% of exporters to Russia
believed that there were significant
constraints for their products compared to 8.0% of suppliers of goods
and services to the CU and CES.
The responses regarding the freedom of movement of goods corre-

spond to the views on non-tariff barriers (Table 4.9). The issue of nontariff barriers has been the subject of
special attention and consideration
by the member states participating
in the Eurasian integration initiatives. Since the creation of the CU
and CES, Belarus, Kazakhstan and
Russia have repeatedly taken action
to identify non-tariff barriers to trade
between the partner countries and
harmonize them. The countries, in
particular, carried out the unification
of technical regulation.
Member states signed the Agreement on Common Principles and
Rules of Technical Regulation in
Belarus, Kazakhstan and the Russian Federation. It provides a single
list of products subject to mandatory requirements established in
the framework of the CU and the
development of CU technical regulations for products included in the
single list, as well as conducting a
coordinated policy in this field.
CU technical regulations establishing
common technical requirements for
products were introduced in the territory of the integration association
in 2012. They also provide for the
harmonization of national legislation
in the field of standardization, accreditation, security measurements,
as well as state control in the sphere
of technical regulation to reduce
technical barriers and simplify the
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Table 4.9. Views of respondents on non-tariff barriers in the CU and EEU, %

Barriers have not been lifted
Barriers have been lifted to
a certain extent
Barriers have been mainly
lifted
Mean

CU and EEU
countries
23.2

23.8

Other CU and EEU
countries
8.0

44.7

40.0

48.0

36.1
3.1

36.2
3.1

44.0
3.4

Russia

Source: Survey by the IPM Research Center.
Table 4.10. Views of respondents on the effectiveness of measures to protect
the domestic market from external competition in the CU and EEU, %

Low effectiveness
Moderate effectiveness
High effectiveness
Mean

CU and EEU
countries
28.7
42.6
28.7
3.0

Russia
29.5
42.9
27.6
3.1

Other CU and EEU
countries
4.0
56.0
40.0
3.5

Source: Survey by the IPM Research Center.

entry of goods and services to the
common market. The framework of
the EEU, which came into effect in
2015, stipulates that member states
do not apply non-tariff measures for
the internal market except the cases
provided for by the EEU Treaty.
Therefore, the opinion of SMEs on
non-tariff barriers is, to some extent,
an indicator of the effectiveness of
countries’ measures to eliminate
them. According to the survey, only
36.1% of exporters to the CU and
CES believe that these barriers are
largely eliminated. At the same time,
as in the case with the responses
to the previous question, the percentage of negative responses of
exporters to Russia is higher. Only
8% of exporters supplying goods to
other CU and CES countries believe
that non-tariff barriers have not been
eliminated, while the proportion of
exporters to Russia holding this view
is 23.8%.
CU and EEU countries (except Kazakhstan) were traditionally charac
terized by a rather high level of
protectionism which included protection of domestic producers from
foreign competition. However, after
the establishment of the CU, followed by Russia’s WTO accession,
some import tariffs were lowered
leading to an increase in the level of
competition with imports in the do46

mestic market. However, the survey
focused not so much on the level of
protection but on the competition
and factors leading to a distortion
of competition, e. g. identifying the
channels of gray imports, preventing
re-export of goods from one member
state to another, and so on.
As shown by the survey data, SMEs
assess the overall effectiveness of
the protection of the domestic market as moderate – 42.9% of exporters to Russia and 56.0% of exporters
supplying goods and services to
other CU and CES countries assessed it as such (Table 4.10). However, among the exporters to Russia
the proportion of those who found
protection ineffective exceeded the
number of those who pointed out a
high level of protection (29.5% and
27.6% of the respondents, respectively). This demonstrates the need
for countries to coordinate follow-up
actions in the fight against gray import, providing unified control mar
kings, tracking imported goods, etc.
4.5. Views of SMEs on the
impact of membership of
Belarus in EEU on business
In the survey, SMEs were asked
about their opinion on the possible
impact of further widening of the
Eurasian integration and participa-

tion in the Eurasian Economic Union
(EEU) on the business. Under the
Treaty, the EEU is a common space
providing for “free movement of
goods, services, capital and labor”
with “a coordinated, coherent and
unified policy in the sectors” such as
energy, manufacturing, agriculture
and transport.
The Treaty focuses in particular on
the coordinated policy in technical
regulations, sanitary, veto-sanitary
measures, quarantine and phytosa
nitary measures. The Protocol on
Technical Regulation in the EEU
defines the procedure, rules and
procedures of technical regulation,
which include, among others, a
single sign of products on the market of EEU, a single list of products
subject to mandatory conformity, a
single form of certificates of conformity and declarations of conformity
approved by the Eurasian Economic
Commission, a single register of
EEU conformity assessment bodies.
The EEU is also planning to create a
single market for oil, gas and electri
city, gradually build a common market of transport services and coordinate industrial and agricultural policy
and policy on industrial cooperation.
The integration within the EEU also
provides for the harmonization of
macro-economic, monetary, trade,
investment and tax policies (harmonization of excise rates for the
most sensitive products). All these
measures, of course, can have an
impact on the economic environment
in which businesses operate and
their doing business. In this regard,
the survey sought views on how various integration initiatives under the
EEU might affect the work of SMEs.
As can be seen from Table 4.11,
the majority of enterprises believe
that the impact will be neutral, i. e.
it will lead to neither deterioration
nor improvement of their business.
The policy coordination in the field
of exchange rates, the use of the
national currency in payments for
export-import operations and a
free opening of bank accounts in
the EEU countries might have the
Business in Belarus 2015

IPM Research Center
Table 4.11. Views of enterprises on the effects of EEU integration initiatives on their business, %
Harmonization of technical regulation
Coordinated policy in the field of sanitary and phyto-sanitary
standards
Creation of a common energy market
Abolishment of the mandatory sale of foreign currency
The use of the national currency during export and import
operations
Policy coordination in the area of exchange rate
Free opening of bank accounts in the EEU
Harmonization of excise duties on alcohol and tobacco
Freedom of labor migration

Negative
10.8

No effect
65.6

Positive
23.6

12.5

58.4

29.1

9.1
10.6

57.2
52.9

33.7
36.5

9.4

57.7

39.9

8.9
4.1
5.5
9.9

49.0
57.2
63.7
59.9

42.1
38.7
30.8
30.3

Source: Survey by the IPM Research Center.
Table 4.12. Views of exporters on the effects of integration initiatives on their business, %
Harmonization of technical regulation
Coordinated policy in the field of sanitary and phyto-sanitary
standards
Creation of a common energy market
Abolishment of the mandatory sale of foreign currency
The use of the national currency during export and import
operations
Policy coordination in the area of exchange rate
Free opening of bank accounts in the EEU
Harmonization of excise duties on alcohol and tobacco
Freedom of labor migration

Negative
7.4

No effect
59.3

Positive
33.3

14.7

51.0

34.3

13.9
1.0

48.1
47.6

38.0
51.4

7.4

42.5

50.1

5.6
3.7
6.5
12.0

41.7
48.1
51.9
50.9

52.8
48.2
41.7
37.1

Source: Survey by the IPM Research Center.

greatest positive impact. The proportion of enterprises believing that
these measures will have a positive
impact on their business amounted
to 42.1%, 39.9% and 38.7%, respectively. More than a third of SMEs are
also positive about the abolition of
the mandatory sale of foreign currency and the establishment of a
common energy market.
At the same time, only 23.6% and
29.1% of the respondents see a
coordinated policy in technical regulations, sanitary and phytosanitary
measures as measures of support.
Perhaps the companies believe that
these are a type of non-tariff barriers,
and a range of other barriers impede
their businesses.
It should be noted that the responses
of enterprises were probably influenced by the fact that many of them
work exclusively on the domestic
market and, therefore, the importance of a number of the above
measures for their business is not
obvious, at least, in the short term.
In this regard, the answers of SMEs
engaged in export activities were
analyzed separately.
Business in Belarus 2015

As can be seen from Table 4.12,
exporters have a more positive view
of the activities specified in the EEU
Treaty. For example, over a half of
them believe that the abolition of
mandatory sale of currency, policy
coordination for the exchange rate
and the use of the national currency
during the export-import operations
will have a positive impact on their
business.
The liberalization of the capital account leading to a free opening of
bank accounts in member countries may have a positive impact
on the operations of 48.2% of the
respondents. Lower than expected
assessments concerning the abolition of the mandatory sale of foreign
currency might be due to the fact
that, firstly, some of the enterprises
surveyed are not regular exporters,
and, secondly, export production is
not connected or loosely connected
with the need to import raw materials. Therefore, the enterprises are
less sensitive to the costs of the
obligatory sale of currency.
As in the case with the survey of all
SMEs, harmonization of technical

regulations and sanitary and phytosanitary standards, and excise
taxes on alcohol and tobacco were
noted most often by the companies.
The proportion of enterprises believing that these measures would not
affect their business amounted to
more than 50.0%. Most SMEs also
do not see special advantages in
the freedom of labor migration. In
fact 12.0% of the respondents felt
that it might affect their operations
because of the possible outflow of
labor abroad.
It should be noted that the results
of assessments of the EEU initiatives may also indicate a lack of
awareness among companies of
what these integration initiatives
stipulated in the EEU Treaty imply.
Therefore, it is difficult for them to
assess their full impact on doing
business. In addition, a number
of initiatives have a long-term
implementation period, which also
complicates the assessment. In
this regard, both the government
and business associations need to
promote awareness of SMEs about
the potential impact on the business
of the activities that are to be imple47
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Source: Survey by the IPM Research Center.

of import tariffs between EEU states
and the country which will enter into
the agreement. For example, if India
and Vietnam enter the market of the
Eurasian Union, they will be able to
supply duty-free textile and clothing
products, creating competition with
the Belarusian goods. In the case of
New Zealand, there can be expected
increased competition in the market
of meat and dairy products. Thus, it
can be assumed that the responses
to this question have been affected
by the lack of information and knowledge.

Table 4.15. Views of SMEs on the influence of planned free economic areas between
the EEU and other countries (India, New Zealand, Israel, etc.) on the level of
competition, %

4.6. Conclusion

Table 4.13. Views of enterprises on the effects of VAT harmonization on their
business, %
Negative
9.1
8.3

All SMEs surveyed
Exporters to the EEU

No effect
43.5
38.9

Positive
47.4
52.8

Source: Survey by the IPM Research Center.
Table 4.14. Views on the changes of the level of competition in the EEU, %
The
competition
will decrease
All SMEs surveyed
Exporters to the EEU

All SMEs surveyed
Exporters to the EEU

8.2
17.6

The
competition
will remain the
same
43.3
25

The
competition
will increase

N/A

32.9
43.5

15.6
13.9

The
The
The
competition
competition
competition
will remain
will decrease
will increase
the same
9.4
47.8
25.7
16.7
38.9
37.1

N/A
17.1
8.3

Source: Survey by the IPM Research Center.

mented in the country to deepen
integration processes.
Given that the EEU Treaty specifies harmonization of tax policies
by members, SMEs were asked to
evaluate the possible impact of VAT
harmonization on their business. As
can be seen from Table 4.13, the
majority of the respondents believe
that it will be positive. Moreover,
among the exporters, the proportion of positive assessments was
higher than the average for the
entire sample (52.8% and 47.4%
of respondents, respectively). A
relatively high proportion of neutral
assessments may imply that the
companies believe that VAT in Belarus will remain at the same level
after harmonization. This is based on
the information that the possibility of
increasing VAT from 18.0% to 20.0%
was discussed in Russia.
The opinions of enterprises on the
changes in the level of competition
with the increasing integration vary
depending on whether the answers
to that question were given by
exporters or all enterprises in the
sample (Table 4.14). Among expor
48

ters, only 25.0% of the respondents
believe that nothing will change,
and 43.5% of exporters believe that
competition will intensify. Meanwhile
43.3% of the surveyed SMEs believe
that the competition will remain the
same and only 32.9% of respondents expect its increase. Thus,
companies operating on the domestic market consider themselves
better protected in this regard and
they are less aware of their potential
competitors.
The evidence of low awareness of
companies about potentially increa
sing competition is the distribution
of responses to the question on
creation of free trade zones between
the EEU and other countries (India,
New Zealand, Israel, etc.). Only
25.7% of all the respondents believe
that competition may intensify, and
only 37.1% of exporters think so
(Table 4.15).
This suggests that businesses do
not really understand what the
creation of a free trade area (FTA)
implies and the consequences it may
lead to. Formation of FTAs will result
in the removal of barriers in the form

The survey of enterprises on the participation of Belarus in the Eurasian
economic integration to find out their
views on the possible costs and
benefits showed a reduction in the
share of positive assessments of the
membership in this integration association on business in 2014–2015.
This can be explained both by the
deterioration of the situation in Russia and the fact that businesses
felt the changes associated with
integration initiatives mostly after
the establishment of the CU, i. e. in
2011–2012, and then they somewhat became accustomed to them.
The respondents were also less optimistic in their assessments of the
impact of the Eurasian integration on
their business in the future. In 2012,
more than 70.0% of SMEs believed
that the future participation in the
CU and CES would have a positive
impact on their activities, while only
46.1% of respondents believed so
in 2015. This might be due to the
fact that businesses felt the effects
of the integration immediately after
the establishment of the CU, but
gradually they became accustomed
to them. A large proportion of positive responses may be associated
with high expectations of SMEs of
the opportunities that the integration
could open for them. However, as
they were not implemented in full,
there was a decrease of optimism
of companies towards these integration processes.
Business in Belarus 2015
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The downturn in the Russian economy also influenced the responses.
However, the majority of respondents believe that the Eurasian integration will have a positive impact
on the economy of Belarus.

of exporters who believe so as well,
raises some concerns. The main
reasons for this, according to the
enterprises, include lack of funds for
the promotion of products and their
high cost.

All surveyed exporting companies
recognize that the access to the
market of countries participating in
the Eurasian integration is higher
than to other markets. Moreover,
according to the “universal” expor
ters, entering the markets of the CU
and CES is simple and easier than
in other countries. This suggests
that the Eurasian integration really
removes barriers to the movement of
SME products and offers opportunities for exports, which is particularly
evidenced by the responses of those
businesses that are equally competitive both in the CU and CES, and in
other countries.

SMEs mainly believe that the ope
ration of the CU and CES is quite
effective. The survey showed that
almost a half of the respondents believe that the integration association
ensures free movement of goods.
However, the enterprises point out
tariff barriers.

At the same time, the fact that 60.8%
of enterprises believe that they will
not be able to compete effectively
in the Eurasian market, with 48.1%
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Respondents believe that the protection of the domestic market of the
countries participating in the integration is performed well enough. This
calls for the need for member countries to adopt further measures to
coordinate action in the fight against
gray import, introduce unified control
markings of goods, track imported
imports, etc.
Most of the surveyed SMEs believe
that the impact of the deepening

integration (creation of the EEU)
will be neutral, i. e. it will not lead to
any deterioration or improvement of
their business. The greatest positive impact may be made by policy
coordination in the field of exchange
rates, the use of the national currency in payments for export-import
operations and free opening of bank
accounts in the EEU countries.
It should be noted that the results of
assessments of the EEU initiatives
may also indicate a lack of awareness among companies of what
these integration initiatives stipulated in the EEU Treaty imply. Therefore, it is difficult for them to assess
their full impact on doing business.
In addition, a number of initiatives
have a long-term implementation
period, which also complicates the
assessment. In this regard, both the
government and business associations need to promote awareness of
SMEs about the potential impact on
the business of the activities that are
to be implemented in the country to
deepen integration processes.
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5. Perception of corruption by Belarusian
small and medium-sized enterprises

5.1. Introduction
The need to address the problem of
corruption in Belarus has been repeatedly voiced at the highest government level. This problem is addressed
by key government ministries and
agencies such as the Ministry of the
Interior, the Prosecutor General, the
State Control Committee, the Committee of State Security, and others.
On March 15, 2013, the government
adopted the Program to Combat
Crime and Corruption for 2013–2015
with the main objectives to ensure
effective operation of the system of
prevention and combating corruption,
further improvement of the legislation,
as well as continuous monitoring of
the status and changes in the structure of crime and corruption.
The survey data from the previous
years showed that the corruption situation in Belarus was quite moderate.
However, there are two important
factors to be considered. Firstly, despite the efforts made and the annual
identification of corrupt practices, the
surveys showed that their incidence,
as viewed by the Belarusian business, changed very slightly, and
stable positive dynamics was not
reached. Secondly, this perception (in
the form of subjective assessments)
was given amid more significant
economic problems, which certainly
had an impact on the assessments.
Apparently, a lack of long-term results led to the last year’s instruction
of the President to prepare a single
legal act to combat corruption, taking
into account the proposed innovations and bring it to the consideration
of the public.51 The President deSee the draft Law here http://www.sb.by/
prezident-belarusi/article/nachinaetsyaobshchestvennoe-obsuzhdenie-proektazakona-o-borbe-s-korruptsiey.html.
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scribed corruption as one of the most
significant threats to the national
security of Belarus and outlined its
major negative consequences – loss
of confidence in the authorities,
impediment to functioning of social
mechanisms and the implementation of investment projects and so
forth.
The results obtained in this study are
based on the survey of Belarusian
SMEs that covered 416 domestic
SMEs. In the survey, the respondents were asked to describe various aspects of corrupt practices in
the country, to express their opinion
about their prevalence, and to evaluate the effectiveness of efforts at the
state level and measures to combat
corruption practices. The opinions
of the representatives of Belarusian
SMEs helped make conclusions how
certain sectors of the economy were
characterized by corrupt activities,
how it was perceived by individual
firms depending on their size (number of employees) and their economic situation and areas in which
corruption manifested itself most. It
also assessed the current efforts of
the government to fight corruption
and described its main sources.
This paper is organized as follows.
The second part provides an overview of the position of Belarus in
international rankings, reflecting
the level of perception of corruption
in the national economy. The third
part describes the current situation
with corrupt practices, provides
an assessment of effectiveness of
government measures as viewed
by SMEs. The fourth, fifth and sixth
parts evaluate the prevalence of corruption phenomena such as shadow
turnover, kickbacks and bribes, including depending on the type of activity and size of the enterprise. The

seventh part identifies initiators of
corrupt practices among businesses
and the government. The eighth part
shows which areas are most susceptible to corrupt practices. Finally, the
ninth part summarizes the results of
the SME survey and provides the
main conclusions of the identified
trends in the corruption situation.
5.2. Corruption and corruption
potential: international rankings
and views of SMEs
The international research usually
separates the concepts “corruption”
and “corruption potential”. Corruption is often defined as “the abuse of
entrusted power for private gain”52,
including the processes at the higher
levels of government and daily
abuse of power at the grassroots
and middle level of government. This
definition also includes political corruption, which is a “manipulation of
policies, institutions and procedural
rules in the allocation of resources
and funding by policy makers who
abuse their power in order to maintain their power, status and wealth”.53
As for the corruption potential, the
term implies rules or regulations of
documents that contain corruption
factors – draft provisions, which
may contribute to corruption when
the documents are applied and
serve directly as a basis of corrupt
practices or create conditions for the
legitimacy of corruption acts, and
also allow or provoke them.
It is important to separate corruption
potential (a theoretical possibility of
corruption situations because of the
See http://www.transparency.org/
whoweare/organisation/faqs_on_corruption/2.
53
Ibid.
52
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Table 5.1. Comparison of the former USSR countries (CIS, Baltic states and Georgia) in terms of the perception of corruption
in 2012–2014 (a place in the global ranking)
Country
Estonia
Lithuania
Latvia
Georgia
Moldova
Armenia
Belarus
Azerbaijan
Russia
Kazakhstan
Ukraine
Kyrgyzstan
Tajikistan
Turkmenistan
Uzbekistan

2012
32
48
54
51
94
105
123
139
133
133
144
154
157
170
170

Place in the global ranking
2013
28
43
49
55
102
94
123
127
127
140
144
150
154
168
168

2014
26
39
43
52
102
94
119
126
136
126
142
136
152
169
166

2012
64
54
49
52
36
34
31
27
28
28
26
24
22
17
17

Corruption Perceptions Index
2013
2014
68
69
57
58
53
55
49
52
35
35
36
37
29
31
28
29
28
27
26
29
25
26
24
27
22
23
17
17
17
18

Source: Transparency International.

problems in the current legislation –
its imperfection or insufficiency) from
actual corruption – giving bribes,
kickbacks and gratuities, the pre
sence of the shadow turnover in
company’s operations and so on in
the study of the business environment and its corruptibility. Accordin
gly, a high susceptibility of the
government to corruption implies, but
still does not give an unambiguous
confirmation of a similar level of corruption in the business environment.
The main international rating assessing corruption potential of countries is the Corruption Perceptions
Index published annually by Transparency International. The index is
calculated for 177 countries based
on expert assessments of the level
of administrative and political corruption in the public sector. The rating
reflects the perception of corruption,
i.e. it does not serve as an objective
indicator of its level in practice.
In terms of perception of corruption
in 2012 – 2014, Belarus had one of
the best places among the countries
of the former Soviet Union (123 →
123 → 119) (Table 5.1). It is far
ahead of the countries of Central
Asia, and also got ahead of its neighboring countries – Russia (133 →
127 → 136) and Ukraine (144 →
144 → 142) – in the global ranking.
Among CIS countries (which Georgia left in 2009), only Moldova and
Armenia have a slightly better place.
However, all of these countries have
Business in Belarus 2015

been far behind the Baltic countries,
especially Estonia that entered the
top 30 rankings two years ago.
However, the value of the index for
most of these countries was very
similar (see Table 5.1). In general,
there is the following relationship
observed – the smaller the size of
the index, the less important diffe
rences between the place occupied
by these countries are. Thus, Transparency International examines the
perception of corruption in the former
USSR as approximately the same
(except for the Baltic States), with
Georgia standing a bit out.
If the international rating indicates a
relatively high perception of corruption
in Belarus, the Belarusian SMEs assess its practical level as quite moderate (Figure 5.1). About one-third of
SMEs surveyed believed that either
there was no corruption at all (13.9%)
or very little corruption in their spheres
of activity. A little less than a third of
SMEs assessed the average level of
corruption as medium. Only 14.7%
of SMEs stated that corruption was
widespread in their field of activity.
Overall, the data are consistent with
the results of the 2014 survey – the
frequency of corruption (according to
SMEs) slightly increased statistically,
but remained within the boundaries of
the interval corresponding to the level
of “mild corruption”.54
More information about intervals see Pelipas I., Tochitskaya I. Perception of Corruption
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At the same time, two-thirds of representatives of the Belarusian SMEs
believe the situation with corruption
in the country did not change over
the last year (Table 5.2). Only 2.4%
of the respondents reported a significant worsening of the situation, and
the same number of respondents –
its considerable improvement. In
comparison with the results of the
previous few years there is a slight
increase in the figures of corruption,
but it is within the statistical error and
cannot serve as a basis for identi
fying a clear negative trend.
Most often corruption was reported
by SMEs operating in the Vitebsk
region. The average score of prevalence of corruption there was 4
points higher than for corruption in
total (4.308), the shadow turnover
(4.077) and bribery (4.038), and
also nearly reached the value in
terms of kickbacks (3.962). Figures
for the Mogilev and Grodno regions
(the latter – with the exception of
bribes) were also above the average
(although statistically insignificant).
The situation was much better in the
Brest region where the assessments
of the majority of indicators were
significantly below average.
To sum up, though the corruption
potential of the Belarusian business
environment, i.e. its susceptibility to
by Belarusian Small and Medium businesses,
2014. P. 13. URL: http://www.research.by/
webroot/delivery/files/wp2014r03.pdf.
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growth, development of the internal
market for goods of domestic producers, attracting foreign investment, growth and development of
the private sector, improving performance of public governance, growth
of the well-being of citizens, as well
as the resolution of commercial disputes in courts (Table 5.4).

Figure 5.1. Frequency of corruption situations as seen by SMEs, %

Source: IPM Research Center.
Table 5.2. Change of the situation with corruption in the last year
Number
%

1
10
2.4

2
56
13.5

3
277
66.6

4
63
15.1

5
10
2.4

Total
416
100

Note. On a one-to-five scale where “1” – worsened considerably, “3” – remained the same,
“5” – improved significantly.
Source: IPM Research Center.

corruption, according to international
experts, is still relatively high (though
moderate compared region postSoviet space), the very corruption
situation remains moderate. On the
one hand, Belarus holds a leading
position among the CIS countries
on the Corruption Perceptions Index,
and the figure for Belarus slightly improved, allowing it to go up to place
119 in the rankings in the last year.
On the other hand, representatives
of Belarusian SMEs also believe
that the prevalence of corruption is
not common, and almost a third of
them reported the absence of this
phenomenon in their practice.

of SMEs surveyed believed that it
did not pose any problem.

5.3. Main features of corruption
in Belarus as seen by SMEs
At first glance, corruption is assessed as a quite an important problem for doing business in Belarus.
According to the data presented
in Table 5.3, its average score
amounted to 3.325 points on a one
to five scale.

As for corruption, the peak of its
urgency was in 2013 due to the
temporary stabilization of the situation (compared to 2011–2012). In
other cases corruption was in the
middle of the list, ranking from 7
to 11 positions. By the indicator of
urgency, corruption is much closer
to less significant problems, rather
than to the most important problems.

In other words, the level of its urgency (without comparison to other options) in 2015, as in previous years,
was above the average. Only 7.5%

SMEs believe that corruption in Belarus has a moderately strong and
generally equal effect on the country’s development goals – economic
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However, if it is compared with other
problems included in the survey, it
would show that its negative impact
on the conduct of business is not
the determinant (Figure 5.2). Traditionally, the biggest problem (out
of 20 included in this question) for
Belarusian businesses was inflation,
which was consistently ranked first in
the last five years. The key problems
may also include tax rates and tax
regulations, access to finance, as
well as the regulation of the foreign
exchange market (in 2015 – the
second most important problem),
and even poor governance.

The study of the prevalence of corruption phenomena is carried out
through the assessment of the mean
values. The values close to 3 are assessed as “moderate prevalence of
the phenomenon”. The use of t-test
showed no statistically significant
differences in the mean values of
corruption in general and corruption
phenomena in particular – Belarusian businesses assess the level of
corruption and corruption phenome
na in the current year as moderate.
However, the obtained data helped
identify which phenomenon makes
the most significant contribution to
corruption in general. To identify
this phenomenon we carried out
a multivariate regression analysis
and built a regression equation.
Independent variables of “shadow
turnover”, “bribes” and “kickbacks” in
the aggregate account for 79.2% of
the variance of the dependent variable “overall corruption”. F-statistic
shows that the regression coefficient
is statistically significant. The analysis of residues also shows that the
regression model corresponds to
a high degree to the actual dependence – the distribution of residuals
is random and normal, the remains
are independent (coefficient of
Durbin–Watson = 1.792). Thus, the
regression equation takes the following form:
Cor = 1.266 + 0.408 × shd +
0.257 × brb + 0.208 × kck
Where cor is corruption in general,
shd is a shadow turnover, brb –
bribes, kck – kickbacks.
The coefficients show that shadow
turnover (coefficient 0.408) makes
the largest contribution to corruption
in general, the coefficients of the
equation for the variables “bribes”
Business in Belarus 2015
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Table 5.3. Gravity of problems for doing business

Inflation
Currency market regulation
Tax rates
Tax regulation
Access to finance
Inefficient governance
Corruption and crime
Policy instability
Crime and theft
Restricting regulation of the labor market
A low level of work ethic among employees
Enforcing contracts
Independence and competence of the courts
Government instability
Securing property rights and the protection of property (physical)
Inadequate skills of the workforce
Inadequate infrastructure offered
Independence and competence of media and information resources
Low levels of health care
Securing property rights and the protection of property (IP)

1

2

3

4

5

Total

2.6
4.3
3.8
4.3
5.8
7.2
7.5
9.6
13.2
7.5
7.9
11.5
7.0
10.8
8.9
9.4
9.6
10.6
16.3
11.3

3.1
8.2
11.1
10.1
13.9
9.1
15.4
17.8
16.1
17.8
19.2
16.8
20.2
21.9
20.0
20.9
19.0
20.9
18.3
23.8

14.9
27.4
29.6
31.7
32.5
34.9
31.2
32.5
30.0
40.9
38.2
36.5
43.0
32.2
41.3
39.7
41.8
41.6
38.5
40.4

31.2
34.6
36.3
36.3
29.8
34.4
29.1
26.0
25.0
26.9
26.2
24.3
20.2
23.3
19.5
21.9
22.8
19.5
17.5
17.5

48.1
25.5
19.2
17.5
18.0
14.4
16.8
14.2
15.6
7.0
8.4
10.8
9.6
11.8
10.3
8.2
6.7
7.5
9.4
7.0

100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

Average
score
4.188
3.688
3.560
3.523
3.403
3.397
3.323
3.177
3.134
3.084
3.077
3.058
3.052
3.034
3.023
2.989
2.977
2.927
2.854
2.851

Note. On a one to five scale, where “1” is not a problem and “5” is a very serious problem.
Source: IPM Research Center.
Figure 5.2. Rating of major constraints to doing Business in Belarus, 2011–2015

Source: IPM Research Center.
Table 5.4. Impact of corruption on reaching goals for development of Belarus

Economic growth
Development of the domestic
market for goods of domestic
producers
Foreign investment promotion
Private business growth and
development
Governance improvement
Improvement of the public
welfare
Resolution of commercial
disputes in courts

1

2

3

4

5

Total

5.5

10.8

32.2

31.3

20.2

100.0

Average
score
3.498

5.5

13.5

34.4

28.1

18.5

100.0

3.406

6.7

13.0

37.0

28.1

15.1

100.0

3.320

5.8

8.7

32.9

28.8

23.8

100.0

3.563

5.3

7.9

32.7

31.7

22.4

100.0

3.579

6.3

10.8

32.2

30.3

20.4

100.0

3.478

4.8

8.9

41.1

28.6

16.6

100.0

3.433

Note. On a one-to-five scale, where “1” is not a constraint and “5” is a very serious constraint.
Source: IPM Research Center.
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and “kickbacks” do not substantially
differ among themselves, but their
contribution is 1.5 times smaller than
that of the variable “shadow turno
ver”. This suggests that corruption
in Belarus is mainly in the form of a
shadow turnover instead of bribes
and kickbacks.
Most often power abuses and
corruption were seen in obtaining
government contracts and tenders,
obtaining permits from the local authorities, as well as going through
sanitary inspections (Table 5.6).
These options were most often
pointed out as the ones associated
with corruption, and government
orders and tenders were noted as
very frequent in more than a quarter
of cases. Interestingly, all of these
three areas were considered most
corrupt in the past few years. Payment of taxes and price controls
remained the least corrupt areas.
In the latter case, only 8.4% of
companies stated there was ubiquitous corruption there, and 15.6% of
respondents reported its complete
absence.
These power abuses and corruption are to some extent present
in the areas where entrepreneurs
feel unequal business conditions in
comparison with the public sector
(Table 5.7). In particular, it concerns
the relationship of controlling bodies,
obtaining permits and licenses. In
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Table 5.5. Prevalence of different corruption phenomena as seen by Belarusian SMEs

Overall corruption
Shadow turnover
Bribes
Kickbacks for getting government contracts

1

2

3

4

5

Total

13.9
15.4
14.7
18.5

16.8
17.5
18.0
16.3

28.4
31.7
25.0
26.9

26.2
24.0
30.3
24.8

14.7
11.3
12.0
13.5

100.0
100.0
100.0
100.0

Average
score
3.108
2.983
3.070
2.983

Note. On a one to five scale, where “1” – it never happens and “5” – it is widespread.
Source: IPM Research Center.
Table 5.6. Frequency of power abuse and corruption by areas/business regulation authorities

Getting government orders, winning tenders
Obtaining various permits with local authorities
Sanitary inspection
Customs clearance
Hygienic registration and certification
Fire inspection
Obtaining licenses
Obtaining favorable judgments
Tax audits
Rent
Tax payment
Price regulation

1

2

3

4

5

Total

4.1
3.1
3.6
5.0
5.3
5.5
6.7
4.8
6.7
10.6
11.5
15.6

13.7
11.3
14.4
13.5
16.1
17.1
18.0
15.4
22.1
21.2
23.3
21.2

27.4
30.8
35.3
35.8
32.7
34.1
27.6
38.0
32.2
33.9
30.5
31.5

29.6
36.1
25.2
28.6
26.4
23.6
29.3
26.7
25.7
23.3
22.6
23.3

25.2
18.8
21.4
17.1
19.5
19.7
18.3
15.1
13.2
11.1
12.0
8.4

100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

Average
score
3.582
3.560
3.464
3.392
3.387
3.349
3.344
3.320
3.166
3.031
3.002
2.877

Note. On a one to five scale, where “1” stands for no power abuse and “5” – very frequent abuse.
Source: IPM Research Center.
Table 5.7. Areas where businesses experience unequal conditions for doing business
compared to the public sector
Attitude of supervisory bodies
Rental rates
Conditions for obtaining permits and licenses
Commodity prices
Access to credit resources
Government contracts
Judiciary bodies’ attitude
Total

Number
185
181
173
166
115
95
53
416

%
44.5
43.5
41.6
39.9
27.6
22.8
12.7
100.0

Note. No more than 3 options can be given.
Source: IPM Research Center.
Figure 5.3. Change in the final price of the product due to corruption, %

in the first group by the frequency of
abuse and corruption – Table 5.6.)
In the half of the cases (50.7%) the
occurrence of corruption cases had
no effect on the cost of the final pro
duct (Figure 5.3). In other situations,
corruption more often led to a slight
increase in the price of the product
(less often, in 5.3% of cases, to a
significant increase in prices).
In general, it turns out that corruption, as expected, makes a negative
contribution to the development of
the national economy and activities of SMEs, and to the welfare of
ordinary citizens who feel the effects
of an increased price of the final
product. Nevertheless, this negative effect is not common spread,
and corruption itself (whether in the
form of bribes, kickbacks or shadow
turnover) is not the main obstacle to
the growth of Belarusian SMEs (according to their own opinion).

Source: IPM Research Center.

other words, non-competitive environment further contributes to the
appearance of corruption situations.
However, there are areas where
Belarusian businesses note equal
54

conditions of competition with stateowned companies, but the prevalence of corruption in them, on the
contrary, is higher. These include
government purchases (it is included

5.4. Administrative causes
and anti-corruption measures
Belarusian SMEs reported greed
of public servants, the tolerance
of the society towards corruption,
insufficiently effective work of antiBusiness in Belarus 2015
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Table 5.8. Administrative causes of corruption
2

3

4

5

Total

6.7
7.0
6.5

10.8
14.9
10.3

29.1
30.5
37.0

30.0
25.0
28.1

23.3
22.6
18.0

100.0
100.0
100.0

Average
score
3.524
3.413
3.409

7.7

10.8

35.6

25.7

20.2

100.0

3.399

1
Greed of civil servants
Social tolerance towards corruption
Inadequate performance of anti-corruption bodies
Lack of tax control over income and assets of civil servants and
their families
Insufficient administrative monitoring of performance of civil
servants
A high level of state regulation of the economy
Ongoing reform of government authorities, which leads to a lack of
confidence in the future
Low salaries of civil servants

6.3

12.0

40.6

24.3

16.8

100.0

3.334

12.5

13.2

37.0

23.3

13.9

100.0

3.130

12.0

15.4

35.6

23.6

13.5

100.0

3.111

16.3

20.0

38.9

16.6

8.2

100.0

2.803

Note: “1” – it is not a cause, “5” – it is a major cause of corruption.
Source: IPM Research Center.
Figure 5.4. Causes of corruption (hierarchy cluster analysis)

Cluster 1
Lack of control
• Inadequate performance of anticorruption bodies
• Insufficient administrative monitoring of
performance of civil servants
• Lack of tax control over income and
assets of civil servants and their families
• Greed of civil servants
• Social tolerance towards corruption

Cluster 2
Unfavorable environment
• Ongoing reform of government authorities,
which leads to a lack of confidence in the
future
• A high level of state regulation of the
economy
• Low salaries of civil servants

Source: IPM Research Center.

corruption, and lack of control of
activities of public servants, of their
and their families’ income and assets as the main administrative
reasons for the emergence of corruption (Table 5.8). Interestingly, low
salaries of civil servants are considered as the least important reason
(16.3% of SMEs believe that this
Business in Belarus 2015

is not the cause, and only 8.2% of
respondents call it a very important
cause of corruption), though in the
international practice it is considered
one of the first prerequisites for the
emergence of corruption situations.
Overall, the results of the year are
in many ways similar to the results
of the survey in 2014.

Belarusian SMEs have different
opinions on causes of corruption situations. In order to classify different
views on corruption, we carried out a
hierarchical cluster analysis (Figure
5.4). It identified two clusters – the
lack of control over the situation and
the unfavorable environment conducive to the emergence of corruption.
Belarusian SMEs believe that civil
servants are more often act as
initiators of corruption (Figure 5.5).
This was stated by 25% of the respondents, while only 7.9% of the
respondents attributed this initiative
to businesses. At the same time,
most of the respondents found it
difficult to identify a single initiator,
and therefore 29.1% of respondents
were of the opinion that the initiators
of corruption might be, to a certain
extent, both business representatives and civil servants. If we “clean”
the responses of “no answer/don’t
know” responses, this figure will
increase to almost a half – 46.9%.
In the previous years, due to the
limited response options, Belarusian SMEs were much more likely
to attribute corruption initiative to
civil servants (Figure 5.6). In 2015,
this figure dropped by more than
twice. Along with it, the proportion
of the respondents who considered
themselves initiators decreased as
well. In general, we can conclude
that SMEs more often consider officials and other public servants as
initiators of corruption situations.
However, they do not deny their own
responsibility for similar actions.
Overall, Belarusian SMEs assessed
the effectiveness of government
55
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Figure 5.5. Initiators of corruption as seen by Belarusian SMEs, %

Source: IPM Research Center.
Figure 5.6. Initiators of corruption in 2012–2015, %

Belarusian SMEs believe that tou
gher criminal penalties for corruption offenses are the most effective
instrument to prevent and combat
corruption (Table 5.9). Over a third
of the respondents pointed out their
high efficiency. They are followed by
other effective instruments to which
Belarusian enterprises included the
following: improving the efficiency
of anti-corruption enforcement bodies, strengthening of control over
activities of civil servants, of their
and their family members’ income
and assets, raising the requirements
for the selection of civil servants,
and building social intolerance for
corruption.55
The results correlate with the main
administrative reasons for the emergence of corruption (see Table 5.8).
For this reason, Belarusian SMEs
often doubt the effectiveness of
such instruments as the reduction of
corruption potential of the legislation
and setting high salaries for public
servants. In the latter example, only
7.0% of the respondents were sure
about its high efficiency, while 16.1%
of the respondents thought they
were totally ineffective.

Source: IPM Research Center.
Figure 5.7. Effectiveness of government measures to combat corruption, %

5.5. Perception of corruption
by areas of activities

Source: IPM Research Center.

measures to combat corruption as
moderate (Figure 5.7). Nearly a
quarter of them reported a rather
low level of effectiveness of these
measures. For instance, ineffectiveness in varying degrees was stated
56

Just as in the case of identifying
the causes of corruption, we used a
hierarchical cluster analysis to study
the views of businesses of ways of
combating corruption (Figure 5.8).
The clusters identified confirm the
classification of the reasons and
are very similar to it. In this case,
there are two groups of methods of
combating corruption – tightening
control over the situation and chan
ging the environment to eliminate the
reasons for corruption.

The facts of corruption were most
often stated by SMEs operating
by 34.6% of the respondents, which
is almost twice more than positive
assessments. Compared with the
previous year, the overall “efficiency
index” slightly dropped from 2.951
to 2.784.

Some measures to this end were announced by the President of the Republic of
Belarus last year (see http://president.gov.
by/ru/news_ru/view/soveschanie-o-sovershenstvovanii-zakonodatelstva-po-borbe-skorruptsiej-9414/), but they have not been
implemented yet.
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Table 5.9. Measures and instrument to fight corruption

Increasing criminal penalties for corruption offenses
Improving the efficiency of anti-corruption bodies
Strengthening the tax control over income and assets of civil servants
and their families
Strengthening the administrative control of the official duties of civil
servants
Raising requirements for the selection for the public service
Building social intolerance to corruption
Reducing the degree of state regulation of the economy
Reducing corruption potential of the legislation
Setting higher wages for civil servants

1

2

3

4

5

Total

5.0
4.3

10.3
9.6

25.7
29.1

25.0
31.5

33.9
25.5

100.0
100.0

Average
score
3.724
3.642

6.0

11.5

30.5

23.8

28.1

100.0

3.565

4.1

12.5

32.2

29.3

21.9

100.0

3.524

5.5
5.0
7.9
12.3
16.1

15.1
15.4
14.2
15.6
23.1

27.9
29.6
40.1
37.5
30.5

26.2
24.3
21.6
26.2
23.3

25.2
25.7
16.1
8.4
7.0

100.0
100.0
100.0
100.0
100.0

3.505
3.502
3.238
3.029
2.820

Note: “1” – completely ineffective, “5” – very effective.
Source: IPM Research Center.
Figure 5.8. Measures and instrument to fight corruption (hierarchy cluster analysis)

depending on the area of activities
of the enterprise.
In respect of shadow turnover and
kickbacks, the situation in the transport and communications sector
seems to be somewhat better, and
the top three areas where corruption phenomena are most common
include construction, manufacturing
and financial activities (including
transactions with real estate) (Figu
res 5.10). In these sectors, the
average ratios of shadow turnover
amounted to 3.393, 3.139 and 3.071,
respectively, and for the kickbacks –
3.339, 3.278 and 3.214, respectively.
For comparison, the same assessment for agriculture, forestry and
fisheries was at 2.625 for shadow
turnover and 2.875 for kickbacks.

Cluster 1
Tightening control
• Improving the efficiency of anti-corruption
bodies
• Strengthening the administrative control of
the official duties of civil servants
• Increasing criminal penalties for corruption
offenses
• Strengthening the tax control over income
and assets of civil servants and their families
• Increasing requirements for the selection for
the public service
• Building social intolerance to corruption

Cluster 2
Improvement of the environment
• Reducing corruption potential of the
legislation
• Reduction in the degree of state regulation
of the economy
• Setting higher wages to civil servants

Source: IPM Research Center.

in manufacturing and construction
(Figure 5.9). A half of surveyed
SMEs reported frequent or pervasive corruption, while its absence
was ascertained by only 11.1% and
8.9% of the respondents. Almost as
often, corruption was reported by
companies from sectors of transport
Business in Belarus 2015

and communications, as well as
those who have been associated
with financial activities and operations with real estate (although in
these cases, the respondents twice
as often talked about its absence). A
similar situation was observed in the
analysis of the frequency of bribes

However, it should be noted that
although the above values are approaching the upper range of a moderate level of corruption, they still
remain within it. One can also add
that in 2015 SMEs from all economic
sectors gave equal assessments
of the corruption situation in the
country. The differences in the final
assessment of the changes by sector were not statistically significant.
For SMEs in the area of manufactu
ring, the most corrupt areas in 2015
included sanitary inspection and
sanitary certification, and obtaining
various permits from local government. Similar trends were observed
in the sectors of agriculture, forestry
and fisheries, but there, in addition
to the first two areas, the three most
corrupt areas included obtaining
favorable court rulings. The least
corrupt (though with a moderately
57
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Figure 5.9. Frequency of corruption depending on the area of activities of businesses

tion in the survey – 3.803 points.
SMEs in the sectors of construction,
hotels and restaurants find customs
clearance very problematic in terms
of corruption.
Despite the problems with the lease
of retail premises arising in the last
few years as a result of weakening
of the national currency and the
cost of the lease pegged to foreign
currency, this area and payment
of taxes and regulation of prices
seemed less corrupt for Belarusian
SMEs. The average assessments
given by companies operating in
trade and repairs, hotels and cate
ring business were minimal in the
framework of the survey. This proves
once again the earlier thesis that a
problematical issue in Belarus (i.e.
unavailability or inaccessibility of its
solution) does not necessarily mean
its propensity for corruption and corruptibility in practice.

Source: IPM Research Center.

high score from 2.875 to 3.275)
were the issues of rent, taxes and
price controls.
Obtaining various permits from
the local government and winning
public contracts and tenders were

the most corrupt areas for SMEs in
the sectors of construction, trade
and repairs, hotels and restaurants,
transport and communications.
Noteworthy, obtaining permits from
local authorities for construction got
the highest assessment of corrup-

For SMEs operating in the sector
of finance and real estate, the most
corrupted was an area of getting
government contracts. It is noteworthy that while in the case of public
contracts the mean scores of corruption were 3.714 points, in all other
cases they did not exceed 3.143
points, which is a very important
difference.

Figure 5.10. Prevalence of shadow turnover (a) and kickbacks (b) depending on the area of activities of businesses
a							

b

Source: IPM Research Center.
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Figure 5.11. Change of the final price of the product due to corruption depending on the area of activities of businesses

Source: IPM Research Center.

In most cases, the average scores
of corruption of various types of activity differed very little – by 0.5–0.6
points. The exceptions included
sanitary registration and certification
(the average score for agriculture,
forestry and fisheries was 3.875, for
hotels and restaurants – 3.050), fire
control (IT services – 3.710, financial activities, and operations with
real estate – 2.928) and receiving
favorable court rulings (IT services –
3.760, financial activities and operations with real estate – 2.713).
Corruption affects the appreciation
of the final product in all areas, but
it affected most SMEs operating in
manufacturing (Figure 5.11). Here,
the average scores of appreciation due to corruption amounted to
3.375 points. This was also above
the average (3.079) in the areas of
agriculture, forestry and fisheries,
commerce, transport and communications.
The least impact (although it was
also moderately high) was noted in
financial activities and real estate
operations. However, the diffe
rence between sectors (from 2.929
to 3.375) was not statistically sigBusiness in Belarus 2015

nificant. In general, it may suggest
the same impact of the effects of
corruption on the cost of the final
product.
SMEs operating in agriculture,
forestry and fisheries most often
reported civil servants as initiators of
corruption (offering a bribe, kickback
or other “reward”) (Figure 5.12).The
figure was high also in the areas of
finance and real estate transactions,
as well as in manufacturing. Howe
ver, in these two cases, businesses
rarely considered themselves as a
source of corruption – only in 7.1%
and 2.8% of cases.
If we “clean” the results obtained
during the survey from the indefinite
answer (“No answer/Don’t know”),
the overall situation remains the
same, but the actual figures look
more impressive (Figure 5.13). For
instance, 75% of companies in agriculture, forestry and fisheries consi
dered the government as the source
of corruption. At the same time,
none of SMEs in this sector stated
that corruption was initiated by businesses. However, in the sectors of
transport and communications, as
well as in computer services, on the

contrary, the answers distributed
evenly, with the majority of respondents sharing the responsibility for
corruption initiative between businesses and government officials.
5.6. Perception of corruption
depending on the size and
financial situation of the
enterprise
There was no statistically significant
relationship between the size of the
enterprise56 and the frequency of
bribery in 2015. The differences between the average scores of corrupThe classification of businesses in the
survey is in line with Law No. 148-3 of the Republic of Belarus of July 1, 2010 On Support to
Small and Medium-Sized Businesses, which
classifies small and medium businesses as
follows: (1) individual entrepreneurs registered in the Republic of Belarus; (2) micro
enterprises are enterprises, registered in the
Republic of Belarus, with an average number
of employees of up to and including 15 in a
calendar year; (3) small organizations are
enterprises, registered in the Republic of Belarus, with an average number of employees
from 16 to and including 100 in a calendar
year; (4) medium-sized enterprises refer to
enterprises, registered in the Republic of
Belarus, with an average number of employees from 101 to and including 250 in a
calendar year.

56

59

IPM Research Center
Figure 5.12. Initiators of corruption depending on the area of activities of businesses

Source: IPM Research Center.
Figure 5.13. Initiators of corruption depending on the area of activities of businesses

Note. Excluding “N/A/Don’t know” option.
Source: IPM Research Center.

tion (including the shadow turnover,
bribes and kickbacks) were too low.
In other words, all SMEs, irrespective of their size, face corruption at
the same moderate rate.
A similar situation was observed in
the analysis of relationships between
the size of the enterprise and the
60

type of activity, where corruption
is most likely to occur. The most
problematic in terms of corruption
areas for all companies in the same
degree were getting government
contracts, winning tenders, obtaining
various permits with local authorities
and sanitary supervision. Average
ratings of corruption of various ac-

tivities were also statistically at the
same level for all SMEs.
Government contracts were pro
bably the only exception – for
relatively small companies with 1
to 15 employees and from 16 to 50
employees the index of corruption
of the area amounted to 3.641 and
Business in Belarus 2015
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Figure 5.14. Prevalence of bribes depending on the economic situation of the
enterprise

assesses the prevalence of certain
corruption cases. This was most
evident in the cases of bribes and
kickbacks (Figures 5.14, 5.15).
In the first case, SMEs in a very good
economic situation assessed the
frequency of bribes as 2.636, while
firms in a very bad economic situation – as 3.458 (the mean of 3.070).
For kickbacks, the same figures were
2.455, 3.500 and 2.983, respectively.
It is noteworthy that in both cases
SMEs in a very good economic situation never said that corruption was
common in their sector.

Source: IPM Research Center.
Figure 5.15. Prevalence of kickbacks depending on the economic situation
of the enterprise

Source: IPM Research Center.

3.701, respectively (with an average
of 3.580), while for large SMEs (with
the number of employees from to
101 to 250) the index equaled 3.176.
This, however, does not show directly any difference in the frequency
of corruption. It can be assumed that
in the case of corruption the “costs”
of large firms on corruption to obtain
lucrative government orders are less
noticeable in the company’s budget
than in the case of small SMEs.
SMEs, regardless of the size of the
company, reported the same impact on the appreciation of the final
Business in Belarus 2015

product by corruption and similarly
assessed the sources of corruption
(in most cases, sharing responsibility
for the corruption initiative between
the government and business representatives).
Assessments of the frequency of
corruption (in general) in relation
to the economic situation of enterprises also showed little differences.
However, when we studied specific
corruption cases, we managed to
find the following (quite logical) relationship – the better the economic
situation of the company, the less it

A similar situation, although not as
clear, was observed for certain admi
nistrative issues when SMEs in a good
economic situation far less talked
about the presence of corruption than
their less successful counterparts. In
some areas, this dependence was
implicit. For example, for obtaining
licenses, successful companies repor
ted widespread corruption almost as
often as SMEs in a very bad economic
situation, and for customs clearance,
successful SMEs were more likely to
state a level of corruption above the
average. In other cases, the relationship between the success of SMEs
and the level of corruption observed
by them in administrative matters
was quite convincing. In particular,
this concerned getting government
contracts and winning tenders, as well
as rent issues (Figure 5.16).
This dependence can be explained
as follows. The worse the economic
situation of a small or medium-sized
enterprise is, the more it has to turn
to unconventional (and illegal or corrupt) though obviously more rapid
way of solving problems. Successful
company appear to have the capa
city and resources to solve similar
problems without significant additional costs (or at least cost which
are not so significant for them due
to their greater success) within the
existing legal framework in Belarus.
5.7. Conclusion
In general, the research has shown
that the problem of corruption is still
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Figure 5.16. Prevalence of administrative corruption acts depending on the economic situation of the enterprise: (a) government
contracts and winning tenders, (b) rent issues
		

a								

b

Source: IPM Research Center.

important for Belarus and requires
the continuation of the systemic
counteraction to its dissemination
and adoption of measures to reduce
the frequency of corruption. A large
proportion of respondents said that
corruption hinders the growth and
development of private business,
and improvement of the state governance. These are the most important
two goals (in fact, the two sides of
the same development strategy) for
the country’s development at the
moment.
Belarusian SMEs, based on their
own assessments, were moderately
susceptible to the negative effects
of corruption in 2015. This suggests that the corruption situation in
Belarus remains quite normal, especially considering the consequences
of corruption that many other CIS
countries are going through during
the post-Soviet transformation. It is
worth noting that while the problem
of corruption is not most significant
and much less relevant according
to the assessments of Belarusian
businesses, than the problems of
inflation, taxation and currency
regulation.
Belarusian SMEs share the responsibility for corruption between
officials and businesses. This view
was supported by almost a third of
the respondents. A quarter of the re62

spondents hold government officials
accountable for corruption.
The fact that SMEs are skeptical
about the efforts of the state and
business associations to fight corruption raises concerns. Nearly twothirds of SMEs surveyed believed
that the results of these efforts are
low, and one in ten businesses
believed that there were no results
at all.

the level of propensity to corruption
of the legislation. This suggests
that the legislation does not pose
the main problem and the cause of
corruption is in the operations of the
Belarusian business. That, however,
does not eliminate the need for its
further improvement.

Furthermore, businesses have no
clear answer to the question what
actions must be taken to improve
the efficiency of the fight against
corruption. In general, Belarusian
SMEs reacted positively to most of
the proposed actions pointing out
tightening of criminal penalties for
corruption offenses. However, at
the same time, they did not support
with enthusiasm such a measure
as setting high salaries for civil
servants. Although this attitude is
understandable in view of insecurity
before the officials and perhaps dissatisfaction with the quality of their
work, the world practice shows that
the corruption problem cannot be
solved only by tightening criminal
penalties and strengthening control
over civil servants.
The positive fact is that Belarusian
SMEs rarely see the solution to the
problem of corruption in reducing
Business in Belarus 2015
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6. Role of business associations in economic
operation of Belarusian SMEs and potential
for widening their target audience
6.1. Introduction
In the autumn of 2015, Belarus
started the implementation of its
new five-year plan of development.
This period is connected with many
hopes for the long-awaited economic
reforms, liberalization of legislation,
improvement of the business environment, more robust stimulation of
private initiative.
There has been some progress
made in this area over the past five
years. For instance, the share of
SME in the Belarusian GDP rose
to 25%. The government is discus
sing various options for supporting
SMEs. However, the results, despite
the positive trend, are falling behind
the results planned in government
documents. For example, the Program of State Support for SME for
2013–2015 aimed to increase the
contribution of SMEs to the Belarusian GDP to 30%, and even more
ambitious targets of 50% were set
by 2020.
Today we have to admit that even
the current level has been achieved
largely owing to extensive factors in
the development of the SME sector.
Not surprisingly, the increase in the
share of SMEs in the Belarusian
economy in the past two years du
ring the economic crisis has almost
come to a halt. It is apparent that
there should be found new drivers
and incentives for the private initiative. The leading role in this process
is given to business associations
and public-private partnerships.
Business associations have indeed
been the main initiators of change
and reform, improving legislation
and simplifying the business environment.
However, despite their importance
both for the business and the naBusiness in Belarus 2015

tional economy, Belarusian business
associations have not yet become
the political force that represents
the vast majority of businesses and
is able to effectively and efficiently
protect their interests at various
administrative levels. It seems that
the peak of “popularity” of business
associations was in 2010, when they
actively participated in the drafting of
Directive No. 4 “On the Development
of Entrepreneurship and Stimulating
Business Activity in Belarus”. After
that, their activity turned into routine
monitoring of the implementation of
the Directive and maintaining the
dialogue with the government.
The results of business associations
in the past five years (according to
the surveys of 2010–2014) show that
these associations have three main
objectives today:
•

effective protection of the interests of the business community,

•

improving the business climate
through constant dialogue with
the authorities,

•

drafting the concept of economic
development of the country,
including not only the internal
agenda, but also the strategy of
foreign economic activity in the
context of Belarus’ participation
in the Eurasian economic integration.

The implementation of these three
challenges in the difficult economic
environment in Belarus today requires business associations to use
innovative approaches in their activities. This also involves attracting
new members (in previous years, the
inflow of members almost stopped),
and the ongoing development and
evolution of the dialogue with the
government. All this poses a number

of key questions for business associations. How can they attract local
businesses? What are the benefits
of participation in business associations, and are their existing members
more productive in comparison with
other SMEs? Finally, what is the effectiveness, popularity and degree
of acceptance of the main concept
paper of Belarusian entrepreneurs –
the National Business Platform, and
are there ways to further improve it?
This paper studies the views of Belarusian SMEs about business associations in Belarus, their protection of
the interests of Belarusian SMEs, as
well as the views of their members
on the development of the country
and the business environment. The
study is based on the survey of 416
SMEs, conducted in May 2015.
The paper has the following structure. The second section analyzes
the participation of SMEs in business
associations, inter alia, depending
on different characteristics of enterprises. The third section reviews
the main challenges faced by the
Belarusian SMEs. The fourth section
examines the view of SMEs on participation of business associations
in the economic development and
the business environment in Belarus
and compares the results with the
opinions of other companies. The
fifth section evaluates the National
Business Platform in Belarus, its
recognition by Belarusian entrepreneurs and the level of its support.
The final sixth section presents
conclusions and recommendations.
6.2. Belarusian business
associations and their members
In the survey in 2015, about 15.0%
(or about one in seven) of the respondents stated that they were
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Table 6.1. Participation of businesses in business associations
Yes
No
Total

Number
60
356
416

%
14.4
85.6
100.0

Source: IPM Research Center.
Figure 6.1. Participation of businesses in business associations in 2010–2015, %

Source: IPM Research Center.

members of business associations
(Table 6.1). The comparison of these
data with the results of surveys of
previous years (2010–2014) does
not allow making an unambiguous
conclusion about the steady growth
of this indicator (Figure 6.1). On the
one hand, compared to the previous year, it has increased almost
by twice. On the other hand, a
similar growth rate was observed
in 2010 – 2011. Most likely, today
we can assume that the proportion
of entrepreneurs involved in business associations has somewhat
increased, but this increase is yet
slightly lower than the one shown
by the comparative analysis of the
survey results in 2010–2015.
SMEs operating in the sectors of
agriculture, forestry and fisheries
(25.0%), financial activities and real
estate activities (21.4%), as well as
SMEs in the transport sector and
communications (17.5%) most often
reported their membership in business associations in 2015. SMEs in
the hotel and restaurant business
were least likely to be members of
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business associations – only 10%
of the respondents stated so (Table
6.2).
There was identified some correlation between the size of the
enterprise (the number of staff
working there) and membership in
business associations. Large SMEs
often reported their membership in
these associations. SMEs with the
number of employees from 1 to 15
people reported being members of
business associations only in 7.4%
of cases (one fourteenth company),
while for companies with 101–250
employees the same figure was
37.3%. On the one hand, the active
participation of relatively large SMEs
in business associations is quite
logical as this infrastructure allows
them to consolidate their position
and communicate their position to
the government. However, on the
other hand, more than a half of
Belarusian SMEs (according to the
survey as well) are companies with
the number of employees from 1 to
15. As international practice shows,
emerging business needs the sup-

port of business associations more
than well established and developing
SMEs.
Oddly, but businesses in Minsk, where
the SME sector is most developed,
rarely join business associations (in
10.1% of cases, with an average
of 14.4%). For comparison, in the
Brest region, this figure was 31.3%,
and in the Mogilev region – 23.1%.
This figure remained low, apart from
Minsk, in the Vitebsk region (9.6%)
and Grodno region (6.3%).
Overall, the survey results show
that the distribution of members of
business associations in Belarus is
very heterogeneous in terms of the
types of activities of enterprises,
their size and location. What they
have in common is their relatively
low level of membership in business associations. On the one hand,
one can hardly expect a hundred
percent presence of SMEs in business associations. But on the other
hand, some “gaps” in this presence,
depending on the sector, size and location of the company demonstrate
that there is still potential to attract
new members.

6.3. Economic situation
of Belarusian SMEs in view
of their participation in business
associations
On average, members of business
associations gave the same assessment of their economic situation
those SMEs that do not belong to
such associations. In the previous
years, there was observed a pattern
when the economic status of participants in business associations was
assessed better than the status of
other firms. However, in 2015, this
pattern could not be detected (Table
6.3). Regardless of the participation
in business associations, the economic situation of Belarusian SMEs
remained difficult, and almost a third
of companies described it as more
or less unfavorable. The average
assessment of the economic situation by members of business associations in 2015 amounted to 2.867
Business in Belarus 2015
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Table 6.2. Membership of businesses in business associations depending in certain factors
Number
60

Total
Area of activities
Manufacturing
Agriculture, forestry and fishery
Construction
Trade, repairs
Hotels and restaurants
Transport and communications
Finance and real estate
IT services
Other
Number of employees
From 1 to 15
From 16 to 50
From 51 to 100
From 101 to 250
Year of establishment
Brest region
Vitebsk region
Gomel region
Grodno region
Mogilev region
Minsk region
Minsk

Yes

%
14.4

%
85.6

11
2
9
17
2
7
3
2
7

15.3
25.0
16.1
12.9
10.0
17.5
21.4
11.8
12.3

16
19
5
19
15
5
6
3
9
11
11

No

Total

Number
356

Number
416

%
100.0

84.7
75.0
83.9
87.1
90.0
82.5
78.6
88.2
87.7

61
6
47
115
18
33
11
15
50

72
8
56
132
20
40
14
17
57

100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

7.4
17.8
12.8
37.3

92.6
82.2
87.2
62.7

199
88
34
32

215
107
39
51

100.0
100.0
100.0
100.0

31.3
9.6
10.2
6.3
23.1
18.0
10.1

68.8
90.4
89.8
93.8
76.9
82.0
89.9

33
47
53
45
30
50
98

48
52
59
48
39
61
109

100.0
100.0
100.0
100.0
100.0
100.0
100.0

Source: IPM Research Center.
Table 6.3. Economic situation of enterprises depending on the membership in business associations

Very bad
Rather bad
Neither bad, nor good
Rather good
Very good
Total

Union members
Number
%
4
6.7
16
26.7
26
43.3
12
20.0
2
3.3
60
100.0

Union non-members
Number
%
20
5.6
84
23.6
175
49.2
68
19.1
9
2.5
356
100.0

Number
24
100
201
80
11
416

Total

%
5.8
24.0
48.3
19.2
2.6
100.0

Source: IPM Research Center.
Table 6.4. Impact of internal demand on doing business depending
on the membership in business associations
Are you a member of business
associations?
Yes
No
Mean

positively than by the other SMEs
(Table 6.4).

1

2

3

4

5

Total

Mean

5
35
40

20
158
178

16
111
127

16
49
65

3
3
6

60
356
416

2.867
2.514
2.565

Note. On a 5-point scale, where “1” – negative (impeded the business a lot), “2” – rather
negative, “3” – no impact, “4” – rather positive, “5” – positive (helped the business a lot).
Source: IPM Research Center.
Table 6.5. Assessment of competition in the domestic market depending
on the membership in business associations
Are you a member of business
associations?
Yes
No
Mean

1

2

3

4

5

Total

Mean

1
3
4

4
18
22

10
79
89

26
134
160

19
122
141

60
356
416

3.967
3.994
3.990

Note. On a five-to-one scale, where “1” – there is virtually no competition, “5” – very strong
competition.
Source: IPM Research Center.

compared to 2.893 of non-members’
assessments.
Members of business associations were a bit better warned and
Business in Belarus 2015

prepared for lower demand in the
domestic market of Belarus. This
is evidenced by the fact that the
factor of domestic demand in the
economy is assessed by them more

Although it can be seen that both
members and non-members of business associations give, in general,
equally high assessments of the
level of competition on the domestic
market (Table 6.5).
As in the case of the domestic demand, the impact on the company by
the external demand had a similar
rating, although with a smaller divergence of assessments. For instance,
members of business associations
were more likely to talk about the
positive impact of the external demand on their activities resulting in
the average value of this factor of
2.783. For the remaining companies,
the average assessment was 2.680
(Table 6.6).
In contrast, the exchange rate policy
and currency regulation caused
greater concern among members of
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Table 6.6. Impact of external demand on doing business depending on the
membership in business associations
Are you a member of business
associations?
Yes
No
Mean

1

2

3

4

5

Total

Mean

10
23
33

14
98
112

19
208
227

13
24
37

4
3
7

60
356
416

2.783
2.680
2.695

Note. On a 5-point scale, where “1” – negative (impeded the business a lot), “2” – rather
negative, “3” – no impact, “4” – rather positive, “5” – positive (helped the business a lot).
Source: IPM Research Center.
Table 6.7. Impact of exchange rate and currency regulation on doing business
depending on the membership in business associations
Are you a member of business
associations?
Yes
No
Mean

1

2

3

4

5

Total

Mean

15
86
101

25
144
169

16
97
113

2
25
27

2
4
6

60
356
416

2.183
2.205
2.202

Note. On a 5-point scale, where “1” – negative (impeded the business a lot), “2” – rather
negative, “3” – no impact, “4” – rather positive, “5” – positive (helped the business a lot).
Source: IPM Research Center.
Table 6.8. Impact of the level of competition in foreign markets on doing business
depending on the membership in business associations
Are you a member of business
associations?
Yes
No
Mean

1

2

3

4

5

Total

Mean

12
24
36

14
67
81

28
242
270

4
18
22

2
5
7

60
356
416

2.500
2.756
2.719

Note. On a 5-point scale, where “1” – negative (impeded the business a lot), “2” – rather
negative, “3” – no impact, “4” – rather positive, “5” – positive (helped the business a lot).
Source: IPM Research Center.
Table 6.9. Ability of Belarusian SMEs to compete depending on the membership in
business associations, %
Are you a member of business associations?
You can efficiently compete in foreign markets
You can’t efficiently compete in foreign markets

Yes
58.3
41.7

No
36.0
64.0

Mean
39.2
60.8

Source: IPM Research Center.
Table 6.10. Markets of Belarusian SMEs depending on the membership in business
associations, %
Are you a member of business associations?
Internal market of Belarus
Russia
Neighboring countries
Other EEU countries
Other ЕС countries
Other countries

Yes
95.0
40.0
20.0
15.0
6.7
3.3

No
98.6
22.8
8.1
4.5
3.7
0.6

Mean
98.1
25.2
9.9
6.0
4.1
1.0

Source: IPM Research Center.
Table 6.11. Impact of cooperation and partnership factors on doing business
depending on the membership in business associations
Are you a member of business
associations?
Yes
No
Mean

1

2

3

4

5

Total

Mean

2
11
13

8
67
75

24
206
230

16
67
83

10
5
15

60
356
416

3.400
2.966
3.029

Note. On a 5-point scale, where “1” – negative (impeded the business a lot), “2” – rather
negative, “3” – no effect, “4” – rather positive, “5” – positive (helped the business a lot).
Source: IPM Research Center.
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business associations than among
non-members (although the differences in the scores are minor).
Table 6.7 presents the results of the
survey, according to which members
of business associations assessed
the impact of this factor on their activities as 2.183, while for the other
companies the figure was 2.202.
A more significant difference in assessments was observed for such
factor as “the level of competition on
the foreign markets”. International
and Belarusian practices show that
participation in business associations contributes to the competitiveness of businesses. However, it is
also true that members of these
organizations are often the most active firms that are more likely to face
problems of access to foreign markets. As a result, in 2015, members
of business associations assessed
this factor as 2.500, while nonmembers – as 2.756 (Table 6.8).
The reason to believe that the lower
estimate of the factor “level of competition on foreign markets” is not
related to the low competitiveness of
members of business association is
the fact that these SMEs more often
talked about their ability to compete
effectively in foreign markets than
non-members of business associations (Table 6.9). For the former, the
figure was more than half – 58.3%;
for the latter – a little more than onethird (36.0%).
Members of business associations more often talked about the
importance of their work in foreign
markets and less – in the domestic
market (in continuation of Table
6.6). For example, the Russian
market proved important for 40.0%
of SMEs-members of business associations, while for other SMEs – only
in 22.8% of cases. Accordingly, for
the markets of the CIS countries
(Ukraine, Poland, Lithuania, Latvia),
the figures were 20% and 8.1%; for
other EU countries – 6.7% and 3.7%;
for the countries of the EEU (at the
time of the survey the EEU members
included four countries, apart from
Russia and Belarus – Kazakhstan
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and Armenia) – 15% and 4.5%,
respectively (Table 6.10).

Table 6.12. Impact of personnel factors on doing business depending on the
membership in business associations

For other external factors, the
discrepancy in assessments was
minimal. These include the level of
competition in the domestic market,
terms of payment for the supplied
products and the amount of recei
vables, cost and conditions for obtaining loan funds, and qualifications
of the workforce on the labor market.

Are you a member of business
associations?
Yes
No
Mean

In terms of internal factors of business, there was observed a more
definite pattern – in all cases, their
impact on the economic activities of
SMEs in varying degrees correlated
with their membership in business
associations.
The largest discrepancies in assessments of the impact were observed
for “cooperation and partnership”.
This suggests that business associations do not only provide services
to support the ongoing activities of
enterprises and collective defense of
their interests before the authorities,
they also act as a platform for communication. The outcome of this was
that in the survey in 2015 members
of business associations estimated
the influence of cooperation and
partnership more positively – 3.400,
while non-members – 2.966 (Table
6.11).
Significant discrepancies were observed in the assessments of the

1

2

3

4

5

Total

Mean

3
22
25

7
71
78

26
189
215

20
69
89

4
5
9

60
356
416

3.250
2.899
2.950

Note. On a 5-point scale, where “1” – negative (impeded the business a lot), “2” – rather
negative, “3” – no effect, “4” – rather positive, “5” – positive (helped the business a lot).
Source: IPM Research Center.

personnel. Hence it is difficult to
make a definite conclusion whether
business associations make an important contribution to the quality of
the workforce and constant professional development, or companies
with adequately qualified staff tend
to join such associations, but the
result is obvious. Members of business associations assessed the
impact of this factor as 3.250, and
non-members – 2.899 (Table 6.12).
A similar situation was also observed
for marketing factors (3.367 – for
members of business associations
vs. 3.059 for non-members), production factors (3.200 vs. 2.927,
respectively), management factors
(3.233 vs. 3.003), financial factors
(2.667 vs. 2.480) and logistic factors
(3.133 against 2.972).
Members of business associations,
despite a difficult economic situation,
more often look to expanding their
business. While one forth of non-

members reported about this objective, more than a third of members
of associations stated its relevance
(Figure 6.2). Accordingly, they
are also less likely to think about
preserving the achieved level of
development of the company (53.3%
versus 65.7%, respectively). This
suggests that business associations,
in addition to direct aid and the role
of a platform for collaboration and
cooperation, make certain solutions
(“physical” or informational) avai
lable for SMEs, which can positively
impact their business.
Therefore, participation in business
associations relates to the success
of the enterprise. We cannot make
an unambiguous conclusion that
joining a business association may
have a quick and positive impact
on the economic activity of the
company. It has already been suggested that business associations
are often joined by more successful
companies. However, being in these

Figure 6.2. Goals of Belarusian SMEs depending on membership in business associations

Source: IPM Research Center.
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associations, constantly exchanging
views, experiences, establishing
business and professional relationships, as well as access to basic
services of business associations –
all this, undoubtedly, opens more
opportunities for SMEs.
6.4. Views of members
of business associations
on conditions of doing
business to develop business
environment in Belarus

Table 6.13. Assessment by Belarusian SMEs of changes in business environment
depending on membership in business associations
Are you a member of business
associations?
Yes
No
Mean

1

2

3

4

5

Total

Mean

17
86
103

25
156
181

11
89
100

6
24
30

1
1
2

60
356
416

2.150
2.152
2.151

Note. On a five-point scale, where “1” stands for “business environment deteriorated
significantly”, “2” – somewhat deteriorated, “3” – remained the same, “4” – slightly improved
and “5” – significantly improved.
Source: IPM Research Center.
Figure 6.3. Assessment by Belarusian SMEs of unequal business conditions
compared to the public sector, %

Belarusian SMEs – members of
business associations assessed the
business environment at the same
level as other companies (Table
6.13). Thus, Belarusian SMEs,
regardless of their affiliation to business associations, evaluate the
changes in most cases negatively.
This is somewhat suggested by
more than two-thirds of the surveyed
companies.
On average, SMEs-members of
business associations feel unequal
business conditions compared to
the public sector less often (Figure
6.3). For example, for “the attitude
of controlling bodies”, the first group
reported a disadvantage in comparison with the public sector in 36.7%
of cases, while the latter – in 45.8%
of cases.
Similarly, in terms of rent, 36.7% of
members of business associations
felt unequal conditions in comparison
with the public sector versus 44.7%
of other SMEs, in terms of obtaining
permits and licenses – 35% versus
42.7%, access to credit – 13.3%
versus 30.1%. Especially noteworthy is the latter figure, which again
suggests that business associations
include, on the whole, more deve
loped SMEs with their own capital,
knowledge, contacts, and, therefore,
they have less trouble with attracting
external resources.
The difference was not so significant
on the issue of the attitude of the
judiciary – 10.0% versus 13.2%,
respectively (Figure 6.4). Thus,
both members and non-members
of business associations equally
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Source: IPM Research Center.
Figure 6.4. Assessment by Belarusian SMEs of unequal business conditions
compared to the public sector, %

Source: IPM Research Center.

infrequently experienced biased approach compared to the state-owned
enterprises. On the contrary, members of business associations often
spoke about unequal conditions in
terms of prices for raw materials and
public procurement – 45.0% and
28.3% of the cases (other SMEs –

39.0% and 21.9%, respectively).
However, this does not allow dra
wing any conclusion in addition to
the fact that members of business
associations are more often represented by private companies whose
operations depend on raw materials
or involve public procurement.
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in terms of prevalence of kickbacks,
the figures were 2.967 and 2.986.

Table 6.14. Assessment by Belarusian SMEs of how often corruption occurs
depending on membership in business associations
Are you a member of business
associations?
Yes
No
Mean

1

2

3

4

5

Total

Mean

14
44
58

8
62
70

17
101
118

8
101
109

13
48
61

60
356
416

2.967
3.132
3.108

Note. On a five-point sale where “1” –corruption never happens, “2” – spread insignificantly,
“3” – moderately spread (at the level of other countries), “4” – spread above the average
and “5” – widespread.
Source: IPM Research Center.
Table 6.15. Assessment by Belarusian SMEs of how often the shadow turnover
occurs depending on membership in business associations
Are you a member of business
associations?
Yes
No
Mean

1

2

3

14
50
64

9
64
73

20
112
132

4

5

Total

Mean

9
91
100

8
39
47

60
356
416

2.800
3.014
2.983

Note. On a five-point sale where “1” –corruption never happens, “2” – spread insignificantly,
“3” – moderately spread (at the level of other countries), “4” – spread above the average
and “5” – widespread.
Source: IPM Research Center.
Table 6.16. Assessment by Belarusian SMEs of how often bribes occur depending
on membership in business associations
Are you a member of business
associations?
Yes
No
Mean

1

2

3

14
50
64

9
64
73

20
112
132

4

5

Total

Mean

9
91
100

8
39
47

60
356
416

2.800
3.014
2.983

Note. On a five-point sale where “1” –corruption never happens, “2” – spread insignificantly,
“3” – moderately spread (at the level of other countries), “4” – spread above the average
and “5” – widespread.

Thus, members of business associations, overall, feel more confident in
the Belarusian market, and are less
likely to face issues or obstacles to
successful business activities, although in some cases they are more
critical about government actions
to improve the country’s business
climate. However, greater involvement in the process of discussion of
various government initiatives does
not always have a negative impact
on these assessments. In particular, it
concerns the implementation of Directive No. 4 “On the Development of Entrepreneurial Initiative and Stimulation
of Business Activity in the Republic of
Belarus”. As a reminder, the Directive
has defined main goals for the government and other state bodies:
•

to further develop the fair competition of businesses regardless of
ownership,

•

create conditions for barrier-free
business activities,

•

eliminate unnecessary admini
strative barriers to cooperation
between public authorities and
legal entities and citizens,

•

improve infrastructure and the
system of financing small businesses in order to enhance business activities and ensure effective support for entrepreneurship
and so forth.

Source: IPM Research Center.
Table 6.17. Assessment by Belarusian SMEs of how often kickbacks occur depending
on membership in business associations
Are you a member of business
associations?
Yes
No
Mean

1

2

3

14
50
64

9
64
73

20
112
132

4

5

Total

Mean

9
91
100

8
39
47

60
356
416

2.800
3.014
2.983

Note. On a five-point sale where “1” –corruption never happens, “2” – spread insignificantly,
“3” – moderately spread (at the level of other countries), “4” – spread above the average
and “5” – widespread.
Source: IPM Research Center.

Members of business associations
were less likely to encounter corruption, as evidenced by the results
of the survey on the prevalence of
corruption in any form (in the field of
activity of respondents). Members
of business associations assessed
the prevalence of corruption in Belarus as 2.967, while non-members
assessed it as 3.132 (Table 6.14).
Similar results were obtained for
the more specific manifestation of
corruption – shadow turnover. The
Business in Belarus 2015

“index” of its prevalence as viewed
by members of business associations amounted to 2.800, and by
non-members – 3.014 (Table 6.15).
The analysis of the survey results
on such manifestations of corruption
as bribery and kickbacks did not reveal such dependence (Table 6.16,
6.17). In the first case, members of
business associations assessed the
prevalence of bribes as 3.033 while
non-members – 3.076. Accordingly,

Members of business associations had a more loyal approach
to the assessment of the results of
these efforts (Table 6.18). While
non-members rated the degree of
implementation of the Directive as
3.222, members of business associations were a bit more optimistic
and rated it as 3.350. However, the
assessments in both cases may
be substantially skewed by a high
proportion of the respondents who
could not answer the question. Each
of these groups of SMEs had about
one-third of such responses.
Similarly, SMEs participating in business associations somewhat better
evaluated the results in specific areas
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Table 6.18. Assessment by Belarusian SMEs of the extent of the fulfillment of Directive No. 4 On the Development of
Entrepreneurial Initiative and Stimulation of Business Activities in the Republic of Belarus
Are you a member of business
associations?
Yes
No
Mean

Not
Largely not
Largely
Implemented
implemented implemented implemented
in full
6
16
10
7
34
110
76
15
40
126
86
22

N/A/Don’t
know
21
121
142

Total
60
356
416

Average
score
3.350
3.222
3.240

Source: IPM Research Center.
Table 6.19. Assessment by Belarusian SMEs of the effect of activities carried out by the government to improve a business
environment depending on the membership in business associations
How would you assess the effect of the activities carried out by the government in the following areas?
Negative
Positive
Rather
Rather
Average
(impeded the
No effect
(helped the
Total
negative
positive
score
business a lot)
business a lot)
Creating equal conditions for doing business
Yes
7
10
23
16
4
60
3.000
No
25
85
159
76
11
356
2.896
Mean
32
95
182
92
15
416
2.911
Measures to develop private property ownership
Yes
6
9
23
20
2
60
3.050
No
19
77
166
85
9
356
2.966
Mean
25
86
189
105
11
416
2.978
Removing excessive administrative barriers
Yes
5
10
17
25
3
60
3.183
No
30
51
163
99
13
356
3.039
Mean
35
61
180
124
16
416
3.060
Developing the tax legislation
Yes
5
10
26
12
7
60
3.100
No
29
64
160
92
11
356
2.978
Mean
34
74
186
104
18
416
2.995
Using control (supervisory) activities as prevention
Yes
4
9
27
16
4
60
3.117
No
30
67
158
88
13
356
2.963
Mean
34
76
185
104
17
416
2.986
Providing a clear single legal framework
Yes
2
12
26
16
4
60
3.133
No
28
54
177
84
13
356
3.000
Mean
30
66
203
100
17
416
3.019
Are you a member of
business associations?

Source: IPM Research Center.

(Table 6.19). This was more evident
in such areas as “focusing control
activities on prevention” and “elimination of administrative barriers”. However, in a more complex question
on measures for the development of
private ownership in Belarus, both
members of business associations
and other SMEs were generally
unanimous in their assessment – the
measures taken were not sufficient,
they could not significantly affect the
current business conditions and did
not stimulate private initiative.
Regarding the foreign policy of Bela
rus, or to be exact – about the interim
results of the country’s participation
in the Eurasian economic integration, it may be noted that members
of business associations are also
slightly more optimistic (Figure 6.5).
The average impact of the integration of the economic, political and
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social development of the country
amounted to 3.550 (non-members –
3.399), and doing business in Belarus – 3.467 vs. 3.337, respectively.
Thus, it can be seen that members
of business associations are more
likely to note positive effects of the
Eurasian integration in both areas.
A similar relationship was observed
in the case of responses to the question about the prospects of further
participation of Belarus in the Eura
sian economic integration and its
impact on the future development of
the country and doing business (Fi
gure 6.6). However, the discrepancy
in the assessments was somewhat
higher, especially in the second part
of the question which concerned the
impact on the conduct of business.
Members of business associations
assessed that prospect on a one to
five scale as 3.517, while non-mem-

bers – as 3.315. Here again, positive
assessments of the first group prevailed over the second group.
In general it can be concluded that
the opinion of members of business associations on the internal
situation in the country and the
trajectory of government actions
to promote entrepreneurship and
improve the business environment
are ambiguous. On the one hand,
members of business associations
feel more confident even in a less
favorable economic environment
and are somewhat more likely (than
non-members) to positively assess
government actions. On the other
hand, this fact does not say (and
should not create such an illusion)
of a well-established positive vector of reforms. Meanwhile, it can be
assumed that the dialogue between
the government and business is
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Figure 6.5. Assessment by Belarusian SMEs of the impact of the Eurasian economic
integration and economic, political and social development of the country (а), and
doing business in Belarus (b)
		

a				

b

Source: IPM Research Center.
Figure 6.6. Assessment by Belarusian SMEs of prospects of further participation of
Belarus in the Eurasian economic integration and its future impact on economic,
political and social development of the country (а), and doing business (b)
		 a					b

Source: IPM Research Center.

being gradually established and
expanded, and domestic companies
are trying to understand certain go
vernment decisions, evaluating them
not in terms of the desired result but
based on the objective corridor of
options. This dialogue is, of course,
carried out with active participation
of business associations.
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6.5. National business platform:
assessment by the Belarusian
SMEs
Representatives of the business
community believe that the dialogue
between entrepreneurs and the
government is at a moderate level.
On a one to five scale, members of

business associations assessed it at
3.167. Non-members gave a lower
assessment – 2.466 (Table 6.18).
This clearly shows that membership
in business associations is an effective method for SMEs to communicate their position and feel heard in
the dialogue between business and
the government.
The Belarus National Business
Platform (NBP) has become one of
the most well-known mechanisms
of influence of the business community on the public policy and a
channel for coordination of business
and government interests. This
document is an annual program,
accumulating entrepreneurs’ ideas
and suggestions on a wide range of
national development areas, leading
to the improvement of economic and
administrative conditions for doing
business.
In 2015, NBP was focused on
structural modernization of business
and the government. The authors
criticized the “modest, inconsistent
steps (of the government – Ed.) to
meet business needs” that failed to
“neutralize the fiscal and monetary
shock in December 2014”. It was
also noted that “there was no deep
modernization of the form of relationship between the business and the
government in 2014”, and that “many
government’s decisions deteriora
ting conditions of doing business
were taken in circumvention of the
existing platforms for dialogue between the business and the government”. Establishing a dialogue (not
only with the Belarusian authorities
but with regional organizations such
as the Eurasian Economic Commission, the bodies of the CIS and so
on.), its consolidation and regular
participation of business representatives in legislation drafting became
one of the main objectives of NBP2015.
Overall, awareness of the business
community of the NBP proposals in
2015 remained at the level of previous surveys (Table 6.19). 22.1% of
respondents indicated their awareness of these efforts. At first glance,
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Table 6.18. Perceptions of Belarusian SMEs of the intensity of the dialogue between the business and government
Are you a member of business
associations?
Yes
No
Mean

Not
Largely not
Largely
Implemented
implemented implemented implemented
in full
5
10
24
12
61
109
149
33
66
119
173
45

N/A/Don’t
know
9
4
13

Total
60
356
416

Average
score
3.167
2.466
2.567

Source: IPM Research Center.
Table 6.19. Awareness of Belarusian SMEs of the National Business Platform in Belarus, 2010–2015
Do you know
about the
NPBB?
Yes
No
Total

2010
Number
77
312
389

%
19.9
80.1
100.0

2011
Number
123
284
407

%
30.2
69.8
100.0

2012
Number
99
301
400

%
24.8
75.2
100.0

2013
Number
94
315
409

%
23.0
77.0
100.0

2014
Number
114
317
431

%
26.5
73.5
100.0

2015
Number
92
324
416

%
22.1
77.9
100.0

Source: IPM Research Center.
Figure 6.7. Awareness of the National Business Platform in Belarus depending
on whether businesses are members of business associations or not, 2010–2015

Source: IPM Research Center.

it suggests a stable audience of the
NBP, which can be considered as a
positive factor in the crisis of 2014–
2015. However, at the same time, a
static proportion of the audience in
the total number of Belarusian SMEs
should call for a deep analysis of the
attractiveness of the Platform and
more active work to attract new businesses to the Platform and business
associations.
Attracting new SMEs to business associations should become the main
tool for raising the importance of
NBP in the dialogue of the business
and the government as its popularity
in recent years has been directly dependent on membership in business
associations (Figure 6.7). The results
of the survey of Belarusian SMEs in
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2015 show that 68.3% of members
of business associations are aware
of the NBP (growth of 6.5 percen
tage points compared to 2014), while
among non-members this figure is
only 14.3% (a decrease compared
to 9.1 percentage points in 2014.
Among the respondents, SMEs
engaged in financial and real estate
activities were most aware of the
NBP (Figure 6.8). Oddly enough,
companies operating in trade and
repairs knew about the NBP less
often. This is probably due to the fact
that the regulation of these areas
was relatively infrequent. However,
this situation changed in 2015, so
we can assume that SMEs in these
sectors have a great potential in
terms of their involvement in busi-

ness associations. As in the previous
years, according to the survey in
2015, an unambiguous correlation
between the size of the enterprise
and its knowledge of the NBP was
not identified.
Belarusian SMEs tend to support
NBP (Table 6.20). Although the proportion of those who have not decided
on their attitude to the Platform and
tends to give a neutral assessment
(“3” – 52.2%) is high enough, the proportion of those who have a positive
attitude (“4” and “5”) is much higher
than those with the negative attitude
(“1” and “2”) – 35.9% vs. 12%. The
average assessment of support in
2015 amounted to 3.304. Members
of business associations more often
support the main ideas of NBP – in
40.5% of cases, while the figure
among non-members was 30.8%.
The responses of the Belarusian
SMEs about the role played by the
NBP to consolidate the business
community and improve the business
climate were more reserved, although
they were also generally positive
(Table 6.21, 6.22). On the one hand,
about a quarter of the respondents
believed that the NBP plays a minor
role in these matters. On the other
hand, about one-third of SMEs surveyed rated its role as very important.
Here, as in the previous cases, the
assessments of members of business
associations were more optimistic.
In respect of the objectives of the
Belarus National Business Platform,
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Figure 6.8. Awareness of the National Business Platform in Belarus depending on (a) area of activities of the business and (b)
number of employees
				

a							

b

Source: IPM Research Center.
Table 6.20. Level of support to the National Business Platform

Number
%
SMEs-members of business associations
%
Other SMEs
%

1

2

3

4

5

2
2.2
1
2.4
1
1.9

9
9.8
4
9.8
5
9.6

48
52.2
19
46.3
30
57.7

25
27.2
13
31.7
12
23.1

8
8.7
4
9.8
4
7.7

Total
92
100.0
41
100
52
100

Average
score
3.304
3.366
3.250

Note. On a one to five scale, where “1” – don’t support BBP ideas, “2” – unlikely to support, “3” – neutral or haven’t decided yet, “4” –
support the ideas, “5” – fully support the ideas.
Source: IPM Research Center.

SMEs consider the formation of
responsible partnership between
the state and the business community as the most important objective
(which generally corresponds to the
text of the NBP-2015) – the average
assessment is 3.902. Fair privatization is seen as an almost equally
important objective – its assessment
is 3.826 (Table 6.23). This probably stems from the understanding
of the limitations to improving the
business environment (primarily
from the economic point of view).
Therefore, privatization is seen
as one of the few opportunities to
overcome difficulties and become
a driver of growth and development
of business. Other objectives also
received high assessments – above
the level of 3.6.

high enough support among businesses. Belarusian SMEs tend to
commend its key role in the consolidation of the business community
and improvement of the business
climate. Furthermore, this format of
communication between business
and government has the potential for
further development – survey results
show that unawareness about the
NBP stems from non-participation
of many SMEs in the activities of
business associations. Thus, more
active work of business associations
to attract new members is a major
resource for the expansion of the
audience of the Platform.

Thus, we can summarize that the
National Business Platform has a

The results of the survey of Belarusian SMEs showed that business
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6.6. Conclusions and
recommendations

associations maintain their level of
popularity among domestic businesses and attract the most active
and successful companies. Their
members tend to be more efficient
and competitive. On the one hand,
they feel rather confident in the Belarusian market, and, on the other
hand, they require the improvement
of the business environment to a
higher degree.
The negative aspect is the fact
that the audience of business associations has remained largely
unchanged over the past five or six
years – about 10–15%. The world
experience shows that business
associations cannot cover all businesses. However, in the case of
Belarus, the coverage remains at a
low level, and it appears that this low
level does not allow to implement
many of ideas and suggestions. The
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Table 6.21. Perceptions of SMEs of the role of the National Business Platform in Belarus in business community consolidation

Number
%
SMEs-members of business associations
%
Other SMEs
%

1

2

3

4

5

6
6.5
1
2.4
5
9.6

21
22.8
10
24.4
11
21.2

33
35.9
12.0
29.3
22
42.3

28
30.4
15.0
36.6
13
25.0

4
4.3
3
7.3
1
1.9

Total
92
100
41.0
100.0
52
100.0

Average
score
3.033
3.220
2.885

Note. On a one to five scale, where “1” – doesn’t play any role, “2” – plays some role, “3” – plays a moderate role, “4” – plays a significant
role, “5” – determines the trend of development.
Source: IPM Research Center.
Table 6.22. Perceptions of SMEs of the role of the NBP in business climate improvement

Number
%
SMEs-members of business associations
%
Other SMEs
%

1

2

3

4

5

9
9.8
2
4.9
7
13.5

13
14.1
8
19.5
5
9.6

38
41.3
11
26.8
28
53.8

25
27.2
14
34.1
11
21.2

7
7.6
6
14.6
1
1.9

Total
92
100
41
100.0
52
100.0

Average
score
3.087
3.341
2.885

Note. On a one to five scale, where “1” – doesn’t play any role, “2” – plays some role, “3” – plays a moderate role, “4” – plays a significant
role, “5” – determines the trend of development.
Source: IPM Research Center.
Table 6.23. The importance of goals of the NPBB in Belarus

Fair competition
Effective de-bureaucratization
Regulatory optimization
Honest privatization
Responsible partnership
Labor market and social partnership

1

2

3

4

5

3.3
3.3
4.3
1.1
1.1
1.1

13.0
12.0
6.5
7.6
8.7
7.6

26.1
17.4
30.4
28.3
20.7
31.5

30.4
39.1
38.0
33.7
38.0
37.0

27.2
28.3
20.7
29.3
31.5
22.8

Average
score
3.652
3.772
3.641
3.826
3.902
3.728

Note. On a 5-point scale, where “1” – “most important goal”, “5” – “least important goal”.
Source: IPM Research Center.

government does not see that these
business associations represent a
“critical mass” of companies and
moves towards liberalization of the
business environment in a very slow
manner. This nuance has been repeatedly stressed by the NBP. Thus,
attracting new members to business
associations is an important reserve
of influence of these organizations,
which has not been fully exploited
yet.
It should be noted the fact that administrative barriers do not play the
most important role in the Belarusian
business environment. Previous
studies have shown that macroeconomic problems – inflation, high
interest rates, a low demand in the
domestic market – come in the first
place for Belarusian SMEs. They all
impede the development of small
and medium businesses to a much
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larger extent than other problems in
the legislation.
However, it must be recognized
that the economic problems in recent years are not some temporary
manifestations of the crisis but a
long-term trend. Given the state of
the world market and the problems
experienced by the main trading
partner of Belarus – Russia, the
difficult economic situation will continue in the coming years. Therefore,
business associations have to make
the only correct conclusion – not to
focus solely on the proposals of an
administrative nature but create new
forms of dialogue and cooperation
within the business community, initiate collective projects to enter the
markets of third countries. Benefits
of administrative reforms are anyway
limited, and practice has shown that
not all NBP proposals can be fully

implemented. Meanwhile, the services of a fundamentally different nature can become a powerful driver of
growth of business associations and
increase their appeal for Belarusian
SMEs. Their engagement in future
versions of the NBP can and should
be strengthened.
In conclusion, another important
point should be stressed. Belarus
is currently at the stage of development when young people who have
grown up in a fundamentally new environment in which entrepreneurial
initiative is considered to be not just
a normal phenomenon but one of the
most promising growth trajectories
are entering the market. It is this
young audience of new Belarusian
businessmen who have a large
reserve for strengthening existing
business associations.
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APPENDIX
DEVELOPMENT OF SMALL AND MEDIUM-SIZED
ENTERPRISES IN BELARUS, 2015

Distribution of answers to the questions of the survey

The survey was carried out by the Axiometrical Research Laboratory NOVAK for the IPM Research Center in
April-May 2015. It covered in total 416 private SMEs. The respondents were directors, owners and leading specia
lists of the enterprises. When not all the respondents answered the question, it would be reflected in the column
“Number of respondents”.

Section 1. General information about the company
1. What is the main sphere of activity of your company?
Manufacturing
Agriculture, forestry and fishery
Construction
Trade, repairs
Hotels and restaurants
Transport and communications
Finance and real estate
IT services
Other
Total

Number
72
8
56
132
20
40
14
17
57
416

%
17.3
1.9
13.5
31.7
4.8
9.6
3.4
4.1
13.7
100.0

Number
215
107
39
51
412

%
52.2
26.0
9.5
12.4
100.0

Number
52
114
142
108
416

%
12.5
27.4
34.1
26.0
100.0

Number
48
52
59
48
61
39
109
416

%
11.5
12.5
14.2
11.5
14.7
9.4
26.2
100.0

2. What is the number of workers at your company?
From 1 to 15
From 16 to 50
From 51 to 100
From 101 to 250
Total

3. What is the year of foundation of your company?
Before 1996
1997–2004
2005–2009
2010–2015
Total

4. Where is your company registered?
Brest region
Vitebsk region
Gomel region
Grodno region
Minsk region
Mogilev region
Minsk
Total
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Section 2. Economic situation of the company
5. What is the current economic situation in your company?
Number
24
100
201
80
11
416

Very bad
Rather bad
Neither bad, nor good
Rather good
Very good
Total

%
5.8
24.0
48.3
19.2
2.6
100.0

6. How did the economic situation in your company change over the last year?
Number
72
180
100
56
8
416

Significantly worsened
Slightly worsened
Remained the same
Slightly improved
Significantly improved
Total

%
17.3
43.3
24.0
13.5
1.9
100.0

7. How did the economic indicators of your company change over the last year?

Turnover
(sales volume)
Proceeds from
sales
Employment
Investments

Significantly
decreased

Slightly
decreased

Remained the
same

Slightly
increased

Significantly
increased

22.2

41.2

21.5

14.6

0.5

100.0

410

23.6

41.1

19.7

14.7

1.0

100.0

416

13.9
17.1

30.5
28.2

40.9
43.1

13.7
10.3

1.0
1.3

100.0
100.0

416
397

Total

Number of
respondents

8. How did factors and conditions of the business environment influence doing business by your company?

Internal demand
External demand
Level of competition in the internal market
Level of competition in external markets
Terms of payment products delivered, the
amount of receivables
The cost and conditions of borrowing
Exchange rate policy and currency regulation
Qualifications of the labor force in the labor
market

Negatively
(impeded
business a lot)
9.6
7.9
12.7
8.7

Rather
negatively

No impact

Rather
positively

Positively
(helped a lot)

Total

42.8
26.9
40.4
19.5

30.5
54.6
35.8
64.9

15.6
8.9
9.9
5.3

1.4
1.7
1.2
1.7

100.0
100.0
100.0
100.0

13.5

35.8

42.8

7.0

1.0

100.0

8.9
24.3

31.7
40.6

51.9
27.2

6.7
6.5

0.7
1.4

100.0
100.0

7.2

18.5

60.1

13.0

1.2

100.0

9. How did internal (controllable by the company) factors influence the performance of your company?

Financial factors (financial management, rates
on borrowed funds, rent rates, receivables, etc.)
Management factors (business processes,
strategic planning, decision making, delegation,
etc.)
Human resource factors (motivation, skills,
higher salary expectations, etc.)
Cooperation and partnership factors
(outsourcing, franchising, stakeholder
engagement, etc.)
Marketing factors (information, finding market
niches, etc.)
Production factors (production facilities,
production efficiency, etc.)
Logistical factors (organizational structures,
optimization of warehousing, etc.)

76

Negatively
(impeded
business a lot)

Rather
negatively

No impact

Rather
positively

Positively
(helped a lot)

Total

10.8

40.6

36.3

11.5

0.7

100.0

4.8

16.3

52.4

23.3

3.1

100.0

6.0

18.8

51.7

21.4

2.2

100.0

3.1

18.0

55.3

20.0

3.6

100.0

3.4

18.5

47.4

26.0

4.8

100.0

3.8

21.2

52.9

18.8

3.4

100.0

3.1

18.3

57.7

17.8

3.1

100.0
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10. Assess the implementation of Directive No. 4 “On the Development of Entrepreneurship and Promoting
Business Activity in the Republic of Belarus”
Number
40
126
86
22
142
416

Not implemented
largely not implemented
Largely implemented
Implemented in full
N/A/Don’t know
Total

%
9.6
30.3
20.7
5.3
34.1
100.0

11. How would you assess the following government efforts?

Creating equal conditions for doing business
and ensuring fair competition of business entities
regardless of ownership
Adopting measures to enhance the development of
private property ownership and protection of the right
to use property
Removing excessive administrative barriers
Developing the tax legislation that stimulates the
conscientious fulfillment of tax obligations and
business initiative
Using control (supervisory) activities as prevention,
the transition to the use of preventive measures
Providing a clear legal legislation, improving the
quality of regulations governing business

Negatively
(impeded
business a lot)

Rather
negatively

No impact

Rather
positively

Positively
(helped a lot)

Total

7.7

22.8

43.8

22.1

3.6

100.0

6.0

20.7

45.4

25.2

2.6

100.0

8.4

14.7

43.3

29.8

3.8

100.0

8.2

17.8

44.7

25.0

4.3

100.0

8.2

18.3

44.5

25.0

4.1

100.0

7.2

15.9

48.8

24.0

4.1

100.0

12. Do you need a loan to do business?
Yes
37.5
32.0

A short-term loan
A long-term loan

No
62.5
68.0

Total
100.0
100.0

13. Do you participate in the long-term finance projects of the following:
Yes
Development Bank of the Republic of Belarus
European Bank for Reconstruction and Development
Belarusian Fund for Financial Support of Entrepreneurs

3.6
1.2
2.2

No, but I know
about them
62.5
59.1
61.3

No, and I don’t
know about them
33.9
39.7
36.5

Total
100.0
100.0
100.0

14. If you don’t participate in such programs, what is the reason?
Number
37
25
75
50
120
64
17
388

The enterprise fails to meet the bank’s eligibility requirements
Complexity of the procedure
We have no investment projects
Lack of information about the programs
No need
There are other more acceptable sources of finance
Other
Total

%
9.5
6.4
19.3
12.9
30.9
16.5
4.4
100.0

15. Assess how suitable you find the lending conditions offered by Belarusian banks (on a one to five
scale, where “1” – completely unacceptable conditions, “5” – fully acceptable conditions)

Short-term lending
Collateral
Interest rates for loans in national currency
Interest rates for loans in foreign currency
Long-term lending
Collateral
Interest rates for loans in national currency
Interest rates for loans in foreign currency
Loan maturity
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1

2

3

4

5

Total

Number of
respondents

33.8
33.2
39.3

32.7
28.4
28.4

22.8
25.8
25.4

7.4
7.6
5.3

3.3
5.1
1.5

100.0
100.0
100.0

394
395
394

36.9
35.7
40.8
28.4

28.1
26.3
28.8
25.6

26.0
24.7
24.0
30.2

7.2
10.2
5.6
11.5

1.8
3.1
0.8
4.3

100.0
100.0
100.0
100.0

388
392
392
391
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16. Do you use lending services offered by Belarusian banks?
Number
104
111
172
387

Yes
No, but we have plans to use it
No, and we don’t have plans to use it
Total

%
26.9
28.7
44.4
100.0

17. In your opinion, how did the situation with access to credit change over the last year?

Bank loans
State support to SME
International support to SME
Level of stock market
development

Significantly
worsened
21.2
14.0
11.7

Slightly
worsened
37.2
32.3
25.6

Remained the
same
30.5
45.1
53.1

Slightly
improved
9.6
7.9
8.4

Significantly
improved
1.5
0.7
1.2

100.0
100.0
100.0

Number of
respondents
406
406
403

11.5

26.3

51.8

9.8

0.8

100.0

400

Total

18. In your opinion, what is needed to be done to improve access to credit?

Reduce inflation, improve stability of the national currency
Increase public financial support to SMEs
Remove the barriers to buying rental premises by businesses
Improve access to information on funding opportunities
Facilitate stock market development

Needed
Number
%
296
71.2
102
24.5
58
13.9
32
7.7
27
6.5

No need
Number
%
120
28.8
314
75.5
358
86.1
384
92.3
389
93.5

Total
Number
%
416
100.0
416
100.0
416
100.0
416
100.0
416
100.0

19. Which objectives are you focused on at the moment?
Expansion of business
Maintaining the level achieved
Reduction of business
Total

Number
115
266
35
416

%
27.6
63.9
8.4
100.0

Number
103
181
100
30
2
416

%
24.8
43.5
24.0
7.2
0.5
100.0

Section 3. Conditions of doing business in Belarus
20. In your opinion, how did business conditions change during the last year?
Significantly worsened
Slightly worsened
Remained the same
Slightly improved
Significantly improved
Total

21. In what spheres, in your opinion, do businesses experience unequal conditions for doing business
compared to the public sector? (No more than 3 options can be given)
Attitude of supervisory bodies
Rental rates
Commodity prices
Conditions for obtaining permits and licenses
Access to credit
Judiciary bodies’ attitude
Government contracts
Total
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Number
185
181
166
173
115
53
95
416

%
44.5
43.5
39.9
41.6
27.6
12.7
22.8
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22. How did the factors and conditions of the business environment affect your business?

Certification
Obtaining permits and licenses
Administrative procedures, level of
bureaucracy
Number of inspections
Amount of penalties
Rent cost and conditions
Time required for tax assessment and
payment
Cost and complexity of auction and tender
processes
Property rights protection
Conditions compared to the public
sector

Negatively
(impeded
business a lot)
13.2
11.3

Rather
negatively

No impact

Rather
positively

Positively
(helped a lot)

Total

26.0
30.3

55.0
50.5

5.0
7.2

0.7
0.7

100.0
100.0

16.1

32.0

48.3

2.9

0.7

100.0

12.0
15.4
18.8

27.9
33.2
41.1

53.8
45.7
34.9

6.0
5.3
4.6

0.2
0.5
0.7

100.0
100.0
100.0

6.0

25.7

62.5

0.0

5.8

100.0

6.7

20.0

69.5

3.6

0.2

100.0

5.0

13.9

73.1

7.7

0.2

100.0

7.0

28.4

60.1

4.1

0.5

100.0

23. Which problems, in your opinion, are most serious for doing business in Belarus?
(Assessment on a one to five scale, where “1” is not a problem and “5” is a very serious problem)
1
5.8
7.2
7.5
3.8
4.3
7.5
7.9
9.6
9.4
9.6
10.8
2.6
13.2
4.3
16.3
11.5
8.9
11.3
7.0
10.6

Access to finance
Inefficient governance
Restricting regulation of the labor market
Tax rates
Tax regulation
Corruption and crime
A low level of work ethic among employees
Inadequate infrastructure offered
Inadequate skills of the workforce
Policy instability
Government instability
Inflation
Crime and theft
Currency market regulation
Low levels of health care
Enforcing contracts
Securing property rights and the protection of property (physical)
Securing property rights and the protection of property (IP)
Independence and competence of the courts
Independence and competence of media and information resources

2
13.9
9.1
17.8
11.1
10.1
15.4
19.2
19.0
20.9
17.8
21.9
3.1
16.1
8.2
18.3
16.8
20.0
23.8
20.2
20.9

3
32.5
34.9
40.9
29.6
31.7
31.2
38.2
41.8
39.7
32.5
32.2
14.9
30.0
27.4
38.5
36.5
41.3
40.4
43.0
41.6

4
29.8
34.4
26.9
36.3
36.3
29.1
26.2
22.8
21.9
26.0
23.3
31.2
25.0
34.6
17.5
24.3
19.5
17.5
20.2
19.5

5
18.0
14.4
7.0
19.2
17.5
16.8
8.4
6.7
8.2
14.2
11.8
48.1
15.6
25.5
9.4
10.8
10.3
7.0
9.6
7.5

Total
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

Section 4. Corruption
24. How common is corruption in Belarus in one way or another in the area of activities of your company?
(Assessment on a one to five scale, where “1” – it never happens and “5” – it is widespread)
Overall corruption
Shadow turnover
Bribes
Kickbacks for getting government contracts

1
13.9
15.4
14.7
18.5

2
16.8
17.5
18.0
16.3

3
28.4
31.7
25.0
26.9

4
26.2
24.0
30.3
24.8

5
14.7
11.3
12.0
13.5

Total
100.0
100.0
100.0
100.0

25. How do, in your opinion, corruption actions in your area increase the price of the final product (assess
the burden on the consumer)?
Significantly decreases
Slightly decreases
Remains the same
Slightly increases
Significantly increases
Total
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Number
22
100
211
55
28
416

%
5.3
24.0
50.7
13.2
6.7
100.0
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26. Who, in your opinion, is the main initiator of corruption in your area?
Number
104
33
121
158
416

Civil servants
Business representatives
Civil servants and business representatives
N/A/Don’t know
Total

%
25.0
7.9
29.1
38.0
100.0

27. Rate the degree in which corruption impedes reaching goals for development of Belarus.
(Assessment on a one to five scale, where “1” is not a constraint and “5” is a very serious constraint)
Economic growth
Development of the domestic market for goods of domestic
producers
Foreign investment promotion
Private business growth and development
Governance improvement
Improvement of the public welfare
Resolution of commercial disputes in courts

1
5.5

2
10.8

3
32.2

4
31.3

5
20.2

Total
100.0

5.5

13.5

34.4

28.1

18.5

100.0

6.7
5.8
5.3
6.3
4.8

13.0
8.7
7.9
10.8
8.9

37.0
32.9
32.7
32.2
41.1

28.1
28.8
31.7
30.3
28.6

15.1
23.8
22.4
20.4
16.6

100.0
100.0
100.0
100.0
100.0

28. How, in your opinion, did the situation with corruption in your area change over the last year?
Number
10
56
277
63
10
416

Significantly worsened
Slightly worsened
Remained the same
Slightly improved
Significantly improved
Total

%
2.4
13.5
66.6
15.1
2.4
100.0

29. Which instrument to fight corruption do you find most effective?
(Assessment on a one to five scale, where “1” – completely ineffective and “5” – very effective)
Reducing corruption potential of the legislation
Setting higher wages for civil servants
Increasing criminal penalties for corruption offenses
Improving the efficiency of anti-corruption bodies
Strengthening the administrative control of the official duties of civil
servants
Raising requirements for the selection for the public service
Reducing the degree of state regulation of the economy
Building social intolerance to corruption
Strengthening the tax control over income and assets of civil
servants and their families

1
12.3
16.1
5.0
4.3

2
15.6
23.1
10.3
9.6

3
37.5
30.5
25.7
29.1

4
26.2
23.3
25.0
31.5

5
8.4
7.0
33.9
25.5

Total
100.0
100.0
100.0
100.0

4.1

12.5

32.2

29.3

21.9

100.0

5.5
7.9
5.0

15.1
14.2
15.4

27.9
40.1
29.6

26.2
21.6
24.3

25.2
16.1
25.7

100.0
100.0
100.0

6.0

11.5

30.5

23.8

28.1

100.0

30. Rate administrative causes of corruption in your area.
(Assessment on a one to five scale, where “1” – is not a cause and “5” – is a major cause of corruption)
Low salaries of civil servants
Greed of civil servants
Inadequate performance of anti-corruption bodies
Insufficient administrative monitoring of performance of civil
servants
Ongoing reform of government authorities, which leads to a lack of
confidence in the future
A high level of state regulation of the economy
Social tolerance towards corruption
Lack of tax control over income and assets of civil servants and
their families
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1
16.3
6.7
6.5

2
20.0
10.8
10.3

3
38.9
29.1
37.0

4
16.6
30.0
28.1

5
8.2
23.3
18.0

Total
100.0
100.0
100.0

6.3

12.0

40.6

24.3

16.8

100.0

12.0

15.4

35.6

23.6

13.5

100.0

12.5
7.0

13.2
14.9

37.0
30.5

23.3
25.0

13.9
22.6

100.0
100.0

7.7

10.8

35.6

25.7

20.2

100.0
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31. In your opinion, which areas of business regulation have most power abuse and corruption?
(Assessment on a one to five scale, where “1” – there is no power abuse and “5” very frequent abuse)
1
15.6
6.7
5.3
3.6
5.5
11.5
6.7
5.0
4.1
3.1
4.8
10.6
15.6

Price regulation
Obtaining licenses
Hygienic registration and certification
Sanitary inspection
Fire inspection
Tax payment
Tax audits
Customs clearance
Getting government orders, winning tenders
Obtaining various permits with local authorities
Obtaining favorable judgments
Rent
Price regulation

2
21.2
18.0
16.1
14.4
17.1
23.3
22.1
13.5
13.7
11.3
15.4
21.2
21.2

3
31.5
27.6
32.7
35.3
34.1
30.5
32.2
35.8
27.4
30.8
38.0
33.9
31.5

4
23.3
29.3
26.4
25.2
23.6
22.6
25.7
28.6
29.6
36.1
26.7
23.3
23.3

5
8.4
18.3
19.5
21.4
19.7
12.0
13.2
17.1
25.2
18.8
15.1
11.1
8.4

Total
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

32. Rate how effective the anti-corruption efforts of the government and business associations are.
(Assessment on a one to five scale, where “1” – completely ineffective and “5” – very effective)
Number
%

1
43
10.3

2
101
24.3

3
195
46.9

4
57
13.7

5
20
4.8

Total
416
100.0

Section 5. Public activities, National Business Platform
33. Are you a member of business associations?
Yes
No
Total

Number
60
356
416

%
14.4
85.6
100.0

Number
92
324
416

%
22.1
77.9
100.0

34. Do you know about the National Business Platform?
Yes
No
Total

35. If yes, do you support its main ideas? (“1” – don’t support at all, “5” – completely support)
Number
%

1
2
2.2

2
9
9.8

3
48
52.2

4
25
27.2

5
8
8.7

Total
92
100.0

36. Rate the importance of the goals of the National Business Platform in 2015.
(Assessment on a one to five scale, where “1” – completely unimportant and “5” – very important)

Fair competition
Effective de-bureaucratization
Regulatory optimization
Honest privatization
Responsible partnership
Labor market and social partnership

1

2

3

4

5

Total

3.3
3.3
4.3
1.1
1.1
1.1

13.0
12.0
6.5
7.6
8.7
7.6

26.1
17.4
30.4
28.3
20.7
31.5

30.4
39.1
38.0
33.7
38.0
37.0

27.2
28.3
20.7
29.3
31.5
22.8

100.0
100.0
100.0
100.0
100.0
100.0

Total of
respondents
92
92
92
92
92
92

37. What is the role of the National Business Platform in Belarus in business community consolidation
and business climate improvement?
(Assessment on a one to five scale, where “1” – no role and “5” – a significant role)

Business community consolidation
Business climate improvement
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1

2

3

4

5

Total

6.5
9.8

22.8
14.1

35.9
41.3

30.4
27.2

4.3
7.6

100.0
100.0

Total of
respondents
92
92
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38. Rate the intensity of the dialogue between businesses (business associations) and the government?
(Assessment on a one to five scale, where “1” – very low, no dialogue and “5” – very high)
1
66
15.9

Number
%

2
119
28.6

3
173
41.6

4
45
10.8

5
13
3.1

Total
416
100.0

IMPACT OF EEU INTEGRATION ON THE COMPETITIVENESS AND SMALL AND MEDIUM-SIZED BUSINESS
IN BELARUS, 2015
Section 1. Integration
1. Which markets do you mainly supply your products? (Several options can be given)
Number
408
105
41
25
17
4

Internal market of Belarus
Russia
Neighboring countries (Ukraine, Poland, Lithuania, Latvia)
Other EEU countries (Kazakhstan, Armenia, Kyrgyzstan)
Other EU countries
Other countries

%
98.1
25.2
9.9
6.0
4.1
1.0

2. Rate the access of foreign markets for Belarusian exports.
(Assessment on a one to five scale, where “1” – closed market, “5” – open market)
EEU countries
EU countries
Other countries

1
11.5
20.7
20.2

2
6.0
25.0
21.4

3
32.0
41.1
46.2

4
31.5
10.6
9.9

5
19.0
2.6
2.4

Total
100.0
100.0
100.0

3. Rate the effectiveness of the following measures of the CU (Belarus, Kazakhstan and Russia).
(Assessment on a one to five scale, where “1” – absolutely ineffective, “5” – absolutely effective)
Free movement of goods
Protection of domestic producers from foreign competition
Lifting non-tariff barriers

1
3.4
4.6
5.5

2
10.8
20.0
16.6

3
37.3
49.3
49.3

4
35.1
20.9
22.6

5
13.5
5.3
6.0

Total
100.0
100.0
100.0

4. The Agreement on the Eurasian Economic Union includes, among others, the following. How will they
affect doing your business?

Harmonization of technical regulation
Coordinated policy in the field of sanitary and
phyto-sanitary standards
Creation of a common energy market
Abolishment of the mandatory sale of foreign
currency
The use of the national currency during export
and import operations
Policy coordination in the area of exchange
rate
Free opening of bank accounts in the EEU
Access to long-term borrowing in EEU
Harmonization of excise duties
Freedom of labor migration

Negatively (will
impede the
business a lot)
1.9
1.2

8.9

65.6

21.4

Positively
(will help the
business a lot)
2.2

11.3

58.4

24.5

4.6

Rather
negatively

No effect

Rather
positively

Total
100.0
100.0

1.0

8.2

57.2

27.9

5.8

100.0

2.4

8.2

52.9

28.4

8.2

100.0

1.9

7.5

50.7

31.7

8.2

100.0

1.2

7.7

49.0

31.7

10.3

100.0

0.7
1.4
0.7
1.7

3.4
2.6
4.8
8.2

57.2
61.8
63.7
59.9

29.1
26.4
24.3
22.4

9.6
7.7
6.5
7.9

100.0
100.0
100.0
100.0

5. How would, in your opinion, VAT harmonization affect your business?
Negatively
Rather negatively
No effect
Rather positively
Positively
Total
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Number
4
34
181
166
31
416

%
1.0
8.2
43.5
39.9
7.5
100.0
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6. How did, in your opinion, membership of Belarus in the CU and EEU affect:

Economic, political and social development of
the country
Doing business in Belarus

Negatively (will
impede the
business a lot)

Rather
negatively

No effect

Rather
positively

Positively
(will help the
business a lot)

Total

1.7

6.5

44.0

43.8

4.1

100.0

1.7

10.3

43.8

39.2

5.0

100.0

Positively
(will help the
business a lot)

Total

7. How would, in your opinion, strengthening Eurasian economic integration affect:

Economic, political and social development of
the country
Doing business in Belarus

Negatively (will
impede the
business a lot)

Rather
negatively

No effect

Rather
positively

1.9

8.7

38.0

47.4

4.1

100.0

2.6

11.3

39.9

41.3

4.8

100.0

Section 2. Competitiveness
8. Rate the level of competitiveness in your area.
(Assessment on a one to five scale, where “1” – very low, “5” – very high)
Number
%

1
4
1.0

2
22
5.3

3
89
21.4

4
160
38.5

5
141
33.9

Total
416
100.0

9. How will, in your opinion, the level of competitiveness in your area change with strengthened Eurasian
integration?
Will significantly decrease
Will slightly decrease
Will remain the same
Will slightly increase
Will significantly increase
N/A/Don’t know
Total

Number
3
31
180
91
46
65
416

%
0.7
7.5
43.3
21.9
11.1
15.6
100.0

10. How will, in your opinion, the planned creation of free economic zones between the EEU and other
countries (India, New Zealand, Israel, etc.) affect the level of competition in your business?
Will significantly decrease
Will slightly decrease
Will remain the same
Will slightly increase
Will significantly increase
N/A/Don’t know
Total

Number
10
29
199
72
35
71
416

%
2.4
7.0
47.8
17.3
8.4
17.1
100.0

11. Can your company successfully compete in the EEU markets (out of the Belarusian market)?
Yes
No
Total

Number
163
253
416

%
39.2
60.8
100.0

Number
65
97
43
58
49
253

%
25.7
38.3
17.0
22.9
19.4

12. If no, what are the reasons for that? (Several options can be given)
High cost of the products
No funds to promote products (advertising and PR)
Low product quality compared to competitors from other CU countries
Administrative barriers to access markets of other CU countries
Other
Total
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13. Do you feel increased competition in your area in the domestic market of Belarus by increasing the
presence of companies from Russia and other EEU countries (Armenia, Kazakhstan and Kyrgyzstan)?
(Several options can be given)
Yes, from companies from Russia
Yes, from companies from other EEU countries
Yes, fro companies from non-EEU countries (foreign investors who entered the EEU market)
No
Total

Number
150
51
35
234
416

%
36.1
12.3
8.4
56.3
100.0

14. What are the most urgent objectives the implementation of which will strengthen your competitiveness?
(Not more than 3 options can be given)
Simplified access to raw materials, finance and components
Search of new business models/solutions
Foreign direct investment promotion
Modernization of production facilities
Increased use of give and take schemes and subcontracts
More active presence in the markets of Russia and Kazakhstan
Improving labor qualifications
Improving product/service quality
Attracting new partners
Other
Total

84

Number
146
172
86
80
26
61
97
146
134
5
416

%
35.1
41.3
20.7
19.2
6.2
14.7
23.3
35.1
32.2
1.2
100.0
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