[image: image1.jpg]The EURASIA CENTER












         The Eurasia Center




1800 Connecticut Avenue NW




Washington, DC 20009




www.eurasiacenter.org
       


 Email: Eurasiacenter1@cs.com
[image: image2.png]



                  Belarus: Economic Overview
Moving Toward Democracy and Free Markets:
After seven decades as a constituent republic of the USSR, Belarus attained its independence in 1991. It has retained closer political and economic ties to Russia than any of the other former Soviet republics. Belarus and Russia signed a treaty on a two-state union on 8 December 1999 envisioning greater political and economic integration.

As part of the former Soviet Union, Belarus had a relatively well-developed industrial base; it retained this following the breakup of the U.S.S.R. The country also has a broad agricultural base and a high education level. But Belarusians now face the challenge of moving from a state-run economy with high priority on military production and heavy industry to a civilian, free-market system. After an initial outburst of capitalist reform from 1991-94, including privatization of state enterprises, creation of institutions of private property, and entrepreneurship, Belarus has greatly slowed its pace of privatization and other market reforms.

Economic Indicators:
· The GDP per capita (PPP) of Belarus as of 2005 stands at $6,900. It is composed of 14% agriculture, 34.7% industry, and 51.3% services.

· Kazakhstan possesses enormous untapped fossil fuel reserves as well as plentiful supplies of other minerals and metals. It also maintains considerable agricultural potential with its vast steppe lands, which accommodates both livestock and grain production.
· Foreign investment has poured into Kazakhstan's oil and gas sector over the past ten years, and exports in 2005 from the former Soviet republic grew 36.3% from the previous year. 
 Also, coal production is increasing and Kazakhstan is now the largest exporter of coal to the other former Soviet republics.
· Because of its strong macroeconomic performance and financial health, Kazakhstan became the first former Soviet republic to repay all of its debt to the International Monetary Fund (IMF) in 2000, 7 years ahead of schedule. 

Economic Structure:
· GDP by sector: agriculture: 8% industry: 40% services: 52%.

· Major export commodities include: oil and oil products 58%, ferrous metals 24%, chemicals 5%, machinery 3%
.
· Russia remains the most important sponsor of Kazakhstan in economic and national security matters, but Kazakhstan also backs the strengthening of the Commonwealth of Independent States (CIS). As relations with Russia have cooled, Kazakhstan has cultivated relations with China, other Central Asian nations, and the West. Nevertheless, Kazakhstan remains principally dependent on Russia.
· Main trading partners are: Russia (13.1% exports, 34% imports), China (9.8%, 21.6%), and Germany (10.4%, 7.1%).

Political Considerations:
· Belarus is a republic, governed by a President and a bicameral parliament—the National Assembly—comprising a lower house, the 110 member House of Representatives, and an upper house, the 64 member Council of the Republic. The House of Representatives has the power to appoint the Prime Minister of Belarus, make constitutional amendments, call for a vote of confidence on the prime minister and make suggestions on the foreign and domestic policy of Belarus. The Council of the Republic has the power to select various government officials, conduct an impeachment trial of the president and the ability to accept or reject the bills passed from the House of Representatives. 
· The general corporate income tax is 30 per cent; the income taxed at the source of payment is 15 per cent; and, in addition to the corporate income tax, the net income of a nonresident legal entity doing business in the Republic of Kazakhstan through a permanent establishment is subject to taxation at the rate of 15 percent.

· President Nazarbayev’s inauguration in January 2006 attracted high level representation from the CIS, including the Russian, Ukrainian and Georgian Presidents, thus reflecting an increasingly important role played by Kazakhstan in central Asia and the entire post-Soviet area. 
Attractions:
· New, large market: Kazakhstan’s strongest economic attraction remains its vast energy reserves, which have only been available on a global scale since the fall of the Soviet Union.
· Ease of Investment: Soon after gaining independence in 1991, Kazakhstan’s government made the strategic decision to create a favorable investment regime, especially in the energy sector. The government also undertook economic liberalization actions as well as an ambitious privatization program. These economic measures, combined with Kazakhstan’s huge energy reserves, have enhanced its ability to attract foreign investment, which by September 2005 had reached a cumulative $38.4 billion
.
· Strong Economic Growth: The economy has grown by leaps and bounds—by nearly 10% in 2005—and is likely to continue to do so in the near future.

Troubled Spots:
· State Owned Enterprises: Despite the massive privatization carried out in the 1990s, further liberalization is needed. Only 20% of Kazakhstan’s GDP is comprised of small-business enterprises. This is very low as compared to most developed nations, whose economies tend to be comprised of around 60% small-business enterprises
.
· Dependence on Natural Resources: Although its energy reserves and minerals are attractive assets, they run out, and thus, Kazakhstan must diversify its economy in the future—problems exacerbated by the large role of the state.
· Industry: Although a shift away from industry has begun, industry constitutes over 40% of all economic output, which signifies a need for economic modernization.
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