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THE ADMINISTRATION OF THE PRESIDENT
OF THE REPUBLIC OF BELARUS: THE SEARCH
FOR A NEW STRATEGY OF THE COUNTRY’S
DEVELOPMENT

Dzmitry Brukhavetski

Summary

During the year 2011 the main content of the activities of the Administration of
the President was the search for a new strategy of the republic’s development
in the context of increasing political pressure from the side of Russia and the
crisis of the Belarusian socially oriented model. The main instrument for short#
term situation stabilization became the strengthening of the “manual” regulating
the economic and political processes in the country. Understanding the
impossibility of the further existence of the “socially oriented” economy with
lack of financial resources the Administration of the President prepared the
ground for undertaking a number of unpopular measures by the government.
For this purpose a “conflict” between the “market economy adherents” in the
government and “conservatives” in the AP was initiated. The desirable result
of this “conflict” would be the “shock therapy” in economy (“the victory of the
market economy adherents”) and following significant resignations in the
government. Efficient maneuvering by an experienced public administrator Mr.
M.V. Miasnikovich prevented that such a scenario would become a reality last
year.
At the same time, the AP significantly increased its control over public officials,
“cleaned up” the political field in the country, and initiated the discussions
about the possible reform of the political system in Belarus.

Trends:

• The AP continues to pressurize the government in order to impel it to
unpopular social and economic measures;

• The policy of crackdown on public officials and civil society is being continued;
• The Administration of the President will initiate very limited and mostly formal

changes broadly presented as the “reforms” of the Belarusian political system.

Changes in personnel
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“The ghost” of political reforms: tightening control over
the state officials
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SECURITY AGENCIES: CONSERVATIVE REFORM

Alexey Medvetsky

Summary

Last year saw an important reform in the structure of the national security and
law enforcement agencies connected with creation of the Investigative
Committee controlled by the president. The greatest political effect of this reform
for the entire state administration system was produced by concentration of
anticorruption investigative powers in one department that essentially increased
Alexander Lukashenko’s role as a center of coordination and guarantor of
interests of the Belarusian elites. The elite group of security officials, which is
used to be linked with eldest son of the president Victor Lukashenko, has become
much stronger. By delegating investigative functions to the new agency, the
structure of security agencies was simplified. This suggests that the country
leadership’s intends to minimize risks increased due to the financial recession.
In general, the Belarusian elites accepted the rules of the game, however the
system is about to face tough times in the next few years.

Trends:

• Re#engineering of security agencies structure aimed at minimization of risks
to the senior leadership of the country and better controllability of the elites;

• Clustering of the security elites around President Lukashenko and his eldest
son Victor;

• Delegation of economic and political regulation functions to security officials
which normally was not their area of expertise.

Reasons for the security agencies reform
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Power elites after the reform
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Victor Lukashenko group
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THE “ANTI3CRISIS” GOVERNMENT,
OR ON THE ART OF MANOEUVRING

Ina Ramasheuskaya

Summary

The year of 2011 has been rightfully named the “lost year”, which main outcome
was the rollback of the starting position for an inevitable reform of Belarusian
social#economic model (which clearly has exhausted its potential) primarily
due of the drop in competitiveness of the national economy. The main
achievement of the government was the preservation of status quo at the
expense of the living standards of Belarusians, of the trust and interest of
investors and of the financial losses suffered by many small and medium
businesses. During the year the government has not been able to come up with
a comprehensive anti#crisis plan, leave alone a plan for future reforms.
Throughout the year, its planning horizon was constantly shrinking, often to
downright “here and now”. Manoeuvring between the necessity to react to
populist slogans of the political leadership and the desire to preserve at least a
faзade of social stability, the government focused on short#term tasks of
suppressing one after another pocket of instability and pretending to fulfill yet
another impossible political demand. The government, led by prime minister
Mikhail Myasnikovich, focused on three main objectives: (1) securing external
financing; (2) maintaining control over social and economic situation; (3)
lobbying for minimal structural reforms necessary to restore the economic
balance.

Trends:

• The crisis in the relationship between the government and the presidential
administration, where the government tried to advocate minimal structural
reforms;

• The crisis of government policy which ended up paralyzed by the
government’s chaotic attempts to preserve economic and social stability;

• The crisis of communication, which resulted in the loss of trust of the people
who essentially reverted to individual – i. e. independent of the government’s
efforts – strategies for overcoming consequences of the economic crisis.

Securing external financing
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Maintaining control over social and economic
situation
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Lobbying for minimal structural reforms necessary
to restore the economic balance
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THE BELARUSIAN ARMED FORCES:
INTERNAL DEVELOPMENT
AND INTERNATIONAL COOPERATION

Andrei Valodzkin

Summary

The international events of the Arab Spring, in particular NATO operations in
Libya, have raised a clear question about the security of regimes that find
themselves in a political confrontation with the West, and they have forced the
Belarusian leadership to take a more serious approach to the modernisation of
the country’s defence system. However, the need to improve the country’s
military readiness has arisen during a challenging economic crisis, causing a
delay in the planned timeframe for re#equipping the army. In a list of priorities,
one ought to include the development of the country’s air defence, air force,
and territorial defence forces.
As before, Russia remains as Belarus’ main partner in the military sphere.
However, cooperation with Ukraine has been intensified. Relations with its Asian
partners, however, have not been particularly active. The West has introduced
sanctions against Belarus in the military sphere, while it has also accused
Belarus, several times, of illegal arms deals.

Trends:

• Belarus’ economic problems have resulted in a decision not to obtain new,
modern weapons but instead to purchase second#hand equipment and
modernise old weapons through its own military#industrial sector.

• The creation of a territorial defence system has intensified.
• While Russia remains Belarus’ main partner in the military sphere, the inability

of the Russian military#industrial sector to fully meet its own needs with
respect to new military equipment has induced Belarus to intensify its military
and military#technical cooperation with Ukraine.

• Belarus’ participation in the international sale of arms and military equipment
has led to charges of illegal supplies of weapons to factions and regimes
that are under UN sanctions.

Internal development of the country’s
defence industry

Air defence is the main defence priority
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Aviation: individual successes against the backdrop
of growing problems
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Structural reforms and personnel issues
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International military cooperation

Interaction with Russia and CIS countries
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PARLIAMENT: EXTERNAL IMPACTS
AND RUMORED REFORMS

Andrey Kazakevich

Summary

In 2011, the parliament’s activities were shaped by external impacts. The crisis
in relations with the West changed the scope of its auxiliary functions in foreign
policy. The level of contacts with the European Union has dropped significantly;
the deputies’ key activity became to counterattack the criticism of the Belarusian
authorities on all possible levels. They also were developing the “Asian” vector
and activities within the EurAsEC.
Legislative activities were performed within the established framework of rules.
The deputies initiated only two bills. Others were submitted to the parliament
by the government and the president, and all were approved. The public was
stirred by a number of controversial normative acts regarding political and civil
rights passed by the parliament, which however cannot be seen as an
independent institution in making this kind of decisions.
The whole year rumors were heard that some “political reform” might take
place – in form of establishing a party of the ruling authority, about “the system”
opposition and increasing the political role of the parliament. But these political
changes must have been postponed until after the parliamentary elections – if
they are going to be realized at all.

Trends:

• Relations with the EU and the USA have deteriorated; attempts to extend
relations with Asian countries have been made, cooperation within the
EurAsEC has increased;

• Legislative activities followed the established routine: low level of initiative,
all normative acts submitted by the president and the government approved;

• A number of controversial normative acts have been passed circumscribing
political and civil activities;

• Discussions about political reform, including the change of the principle of
the parliament formation, have turned out vain.

Discussions on political reform
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LOCAL AUTHORITIES: POLITICAL LOYALTY,
ECONOMIC STAGNATION

Zmicier Kuchlej

Summary

In 2011 the degree of centralization of local authorities in Belarus remained
high both in the administrative and in the financial spheres. Local authorities
demonstrated a high efficiency in maintenance of political stability on the
subordinated territories that was endangered by the growth of social intensity
and protest activity in regions. However the “chain of command” showed worse
results in realization of economic tasks put forth by the central authorities,
which requires a certain initiative from the local authorities.
Simultaneously, keeping the status quo in administrative control over local
authorities, the centre gave more and more competences in financial and
economic activities to local authorities. In 2011 the principle of distribution of
taxes between different levels of local and republican budgets was changed. In
comparison with the previous year the share of gratuitous revenues in local
budgets from the republican one increased. The intention of the central
authorities to stimulate economic development of the regions through changing
sources of a profitable part of local budgets faces inertness of officials who
continue to count on centre subsidies. However republican bodies cannot
support former amounts of budgetary transfers and expenses on the state
programs any longer, the financing of which was one of the reasons of monetary
and financial crisis of 2011.

Trends:

• The share of local budgets in distribution of tax revenues of the consolidated
budget increases;

• The further increase of the level of centralization of resources in the republican
budget is typical for budgetary process;

• Disproportions of the level of subsidies are observed in the regions.
Simultaneously the quantity of non#subsidized budgets and budgets with
moderate level of subsidies at the primary level of local authorities increases;

• Competence and responsibility of local authorities in the financial sphere
extends, however they are hardly used.

Local chain of command: loyalty acknowledgement
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Local finance: centralization and initiative
stimulation
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Table 1. Income revenues of the republican and local budgets
in 2007–2011
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level of local authorities
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RUSSIA AND THE BIG INTEGRATION
(AS OPPOSED TO THE SMALL ONE)

Anatoly Pankovsky, Valeria Kostyugova

Summary

Despite all last years’ efforts to diversify foreign, trade and energy policies,
Belarus has become heavily dependent on Russia in 2011. Given the isolation,
which was the price Alexander Lukashenko had to pay to win the election, the
country has largely surrendered positions in negotiations with the only ally
left. As a result, Belarus was dragged into the Customs Union (CU) and the
Common Economic Area (CEA) thus giving up possibilities for an economic
upgrade and giving Russia strategic control over the gas transit network.
Moreover, last year Russia became the only creditor of Belarus’ inefficient
economy, which lead to even more limitations on the independence of the
latter’s economic policy. The eventual upshot was that by 2012, Belarus to a
large degree gave up its independence in foreign and economic policy and lost
control over strategic advantages of its geographic position.
However, these changes are not irreversible, except for the loss of a great deal
of the transit infrastructure primarily because the parties keep building up
national infrastructures (at least Russia does) although Belarus’ foreign policy
is limited to relations with its only partner.
Belarus and Russia have been maintaining relations while staying suspicious
to each other’s intentions. The integration project – Belarus#Russia Union State –
has actually been taken over by the trilateral Belarus#Russia#Kazakhstan
Customs Union.

Trends:

• Russia has become the only creditor, only ally and only supplier of energy to
Belarus.

• Specific advantages within the Union State of Russia and Belarus were
gradually substituted with obligations and preferences under other integration
projects.

• Russia is building up a trade and transit infrastructure not dependent on its
neighbors.

• Protective measures and preferences available to the CEA members make it
possible to postpone but not to prevent inclusion of the Russian Federation,
Belarus and Kazakhstan in global trade on a common basis.
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Demolition of the Union State
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IN THE SHADOW OF DECEMBER 19:
BELARUS3EU RELATIONS

Dzianis Melyantsou

Summary

In 2011, Belarusian#European relations developed in the framework of a reaction
to the presidential elections and the events of December 19, 2010. The European
Union returned to their previous policy of sanctions, though leaving open the
possibility to restore the dialogue under the condition that all political prisoners
are released and rehabilitated. After the failure of informal negotiations with
the EU and a disappointing summit of the Eastern Partnership, which occurred
during a deep economic crisis in Belarus, official Minsk preferred a more
intensive economic integration with Russia and simultaneously strengthened
repressions inside the country. Thus, relations with the EU appeared again in
the shade of the Kremlin stars.

Trends:

• The European Union returned to the policy of sanctions in relation to Belarus;
• Belarusian authorities, disappointed with the absence of the expected financial

help from the EU and angry about the expansion of sanctions, preferred the
further integration with Russia;

• Foreign policy imbalance towards Russia forced Minsk to search for
possibilities to return to the dialogue with the EU but with a minimum of
concessions from its part in order to keep the power and prestige in the
country.

Returning to the policy of sanctions
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BELARUS – UNITED STATES:
THE FREEZING POINT

Andrey Fyodorov

Summary

In Belarusian#American relations, the year 2011 actually began two weeks before
the calendar year officially started. The whole negativity was entailed by the
post#election crackdown after the police brutally broke up protestors against
electoral fraud in the December 19, 2010 presidential election. The government’s
actions that followed only aggravated the situation, and the two countries
approached the line past which freezing of cooperation was the only option.
Both still maintain diplomatic relations, which is the only positive outcome and
this just proves the gravity of the situation.

Trends:

• Political contacts have been maintained at the lowest level.
• Washington tightens economic and visa sanctions.
• Bilateral economic cooperation is reduced to a minimum.
• The United States objects international financial institutions’ aid to Belarus.

Condemnation and sanctions
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Prospects far from being encouraging
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POLAND: COLD WAR IN POLITICS
AND A TRADE BOOM

Kamil Klysinski

Summary

When Alexander Lukashenko aggravated the domestic policy in December 2010,
it caused a deep and formidable crisis in Minsk#Brussels relations. Relations
between Belarus and Poland reached a point of dramatic tension and the latter
turned into the major external enemy, and became an object of unfriendly
activities and propaganda attacks. Being an immediate neighbor and presiding
in the EU in the second half of 2011, Warsaw tried to convince Minsk to moderate
its policy and re#establish a dialogue with Brussels. But Belarusian authorities
absolutely reject Poland as a mediator and initiator of the EU’s Eastern policy.
Therefore, they purposefully boycotted the Eastern partnership summit in
September and consistently oppose reducing tension in bilateral relations. At
the same time, the terrible political climate became no hindrance to bilateral
trade that reached the record#breaking USD 3.2 bln in 2011.

Trends:

• Poland became the main target of the state#owned media’s propaganda
attacks and unfriendly activities of the regime.

• The two countries found themselves facing a terrible crisis, forbidding any
kind of cooperation or political contacts, except the bare minimum.

• The terrible political crisis did not hinder Polish#Belarusian trade, which
reached a record USD 3.2 bln in 2011 and vividly demonstrated the potential
of Polish#Belarusian relations.

Poland as external enemy of Belarus № 1
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BELARUS – UKRAINE: NEIGHBORLY
STAND3OFF

Gennady Maksak

Summary

In 2011, Belarusian#Ukrainian relations were as always influenced by external
factors linked with domestic political events and multi#vector integration
processes in the Eastern European region. As concerns the assessment of the
events of December 19, 2010 in Belarus, Kyiv seconded the OSCE and European
Union, which refused to recognize the results of the flawed elections, and pointed
at violations of human rights and liberties that resulted in a political
communications decline down to the level of the foreign ministries.
In spring, dependence of Belarusian#Ukrainian relations on the European Union’s
position led to a big public scandal when Lukashenko insulted the Ukrainian
government.
At the same time, Ukraine did not support the advocates of sanctions and tight
isolation of Belarus taking into account close economic ties between the
countries. Despite the downgrade in political contacts, Kyiv did not renounce
the idea to act as an intermediary in rectifying relations between Minsk and
Brussels.
In 2011, no solutions were found to the major problems including the exchange
of ratification instruments for the border agreement. By the end of the year, the
parties came back to the usual format with a focus on development of trade
and economic relations that resulted in new record#breaking parameters of the
bilateral commodity turnover.

Trends:

• The level of political dialogue is being reduced to technicalities and procedural
matters.

• No progress was made on the way to the border agreement.
• The bilateral commodity turnover reached the new record level of USD 6.2

billion.
• Oil cooperation with Russia that is favorable to Belarus impedes the Odessa#

Brody project.

Political dialogue
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Belarus in Ukraine’s foreign policy coordinates
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Trade and economic cooperation
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Energy: might3have3been strategic orientation
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CRISIS OF REGIONAL INTEGRATION PROJECTS
IN THE EAST OF EUROPE

Vladimir Dounaev

Summary

A downgrade of European policy in the East paralyses regional integration
processes in Eastern Europe to a considerable extent as seen on the example
of GUAM. After a short revitalization in the second half of 2010, inspired by the
hope to involve Belarus in this regional alliance, GUAM went back into
stagnation.
The year 2011 was not productive for another European project in the east of
Europe – the Eastern Partnership initiative. Russia has become less concerned
about the European Union’s activity on its western border that indirectly pointed
at the Eastern Partnership crisis.
The Eurasian oil#transport corridor launched in 2011 did not step up integration
of the countries between the Baltic Sea and the Caspian Sea either. The situation
which compromised political and economic integrity of the region is aggravated
by the growing conflict of national historical mythologies.

Trends:

• Russia’s increasing expansion against the background of fading interest of
the West in Eastern Europe as a buffer zone weakens integration processes
in the region.

• The crisis of regional solidarity is manifested by the growing conflict of
national historical and political myths, evasion from consolidated policy
shaping in relation to the European Union and Russia and retardation of
large regional energy transport projects.

Historical policy
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BELARUS AND DEVELOPING COUNTRIES:
POTASSIUM, OIL AND TRACTORS

Siarhei Bohdan

Summary

Belarus’ relations with developing countries always had a pragmatic character.
The official Minsk steered clear of ideological projects, offering purely verbal
support of the Libyan and Syrian regimes and pursuing law#abiding policies in
military and technical cooperation in conformity with international legislation.
Belarus’ main objective in the developing world was to increase the number of
partners. The difficult economic situation – a huge trade deficit – was another
powerful argument in this situation. Furthermore, global developments forced
Minsk to refuse contacts with a number of Arab countries, including Iran.

Trends:

• A number of Belarus’ long#standing partners – Libya, Syria, and Egypt – de
facto ceased to be on the list of Belarusian foreign policy objectives.

• Its main partners were mainly China, Arab countries of the Persian Gulf,
Venezuela and Iran.

• With respect to the economy, cooperation with developing countries remained
unchanged – app. 10% of Belarus’ export. Structurally, potash and nitrogen
fertilizers were leading items in the Belarusian export, with chemical,
mechanical engineering products and other goods far behind. This very
persistent situation is a hindrance to overcoming the trade deficit, which
could be done by increased delivery into developing countries.
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PRO3GOVERNMENT NGOS:
MUCH ADO ABOUT NOTHING

Dzmitry Brukhavetski

Summary

In 2011, the largest pro#government NGOs (the Federation of Trade unions of
Belarus (FTUB), Republican public association Belaya Rus and the Belarusian
Republican Youth Union (BRYU) in general were acting in their traditional way:
monitoring the public sentiment and maximally distracting people from political
issues, particularly by organizing cultural events, sport events and other
activities. Since the full#scale existence of three NGOs with similar functions in
one organization or enterprise is impossible, in a specific enterprise only one
of theses NGOs can strengthen its influence at the expense of two others.
Partly due to this competition the influence of FTUB, BRYU and Belaya Rus
among ordinary Belarusians is extremely low and mainly based on administrative
resources. On lower levels, these NGOs are closely integrated into state agencies’
and organizations’ administrative systems. On the national level, they are fully
subordinated to the Administration of the President of the Republic of Belarus.
The year 2011 was a period of heavy trials for FTUB, BRYU and Belaya Rus.
While their official goal is to protect above all people’s social and economic
interests these NGOs were inactive during the economic crisis. This passivity
resulted in their further discrediting among the people. They also were not able
to make any serious proposals on strengthening the existing political, social
and economic models, which are faced with heavy challenges.

Trends:

• The continuing decrease of pro#NGOs’ – especially trade unions’ – influence
due to their disability to protect people’s social and economic interests;

• The state’s attempts to increase the efficiency of FTUB, BRYU and Belaya
Rus in strengthening the country’s political system don’t lead to any
significant results.

The Federation of Trade Unions of Belarus:
marginalization continues
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Belaya RusBelaya RusBelaya RusBelaya RusBelaya Rus: between quasi3party and pseudo3party
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THE THIRD SECTOR: CONSOLIDATING
UNDER PRESSURE

Irina Dounaeva

Summary

After the events of December 2010 political repressions spread over the civil
society, whose representatives took part in actions of solidarity and support
for the repressed. A new impulse to the human rights movement was added by
the arrest and trial of the leader of the human rights centre Vesna: Ales Byalyatski.
Campaigns for A. Byalyatski’s and other political prisoners’ support became
evident events of the year.
Punitive activity of the authorities blocked the discussions on strategies of a
dialogue between the society and the state in the third sector. The discussion
“Strategy 2012” at the beginning of the year was in its wane in autumn. To
some extent, it was caused by the politicization of the third sector and the
transformation of the National Platform of the Civil Society Forum of the Eastern
Partnership (CSF EP) into a political organization.
The legal environment, in which the non#governmental organizations (NGOs)
worked, became even more hostile because of the adoptions of some changes
and additions to laws on mass actions and public associations. But despite
negative tendencies in this sphere the unfavorable for a legal status of the NGO
bill “On noncommercial organizations” was not introduced to the Parliamentary
consideration due to efforts of the organizations of the third sector.
In summer 2011, there were mass civil campaigns initiated through social
networks against the personalized regime and the deterioration of the economic
situation in the country. Without having exerted serious influence on the political
and economic situation, they showed mobilization possibilities of new
technologies and the presence of latent protest potential in the society.

Trends:

• Strengthening of repressions against the civil society and the deterioration
of the legal environment of NGO activity;

• Development of consolidation processes of the third sector on the basis of
the National Platform and strengthening of the coordination of activity of
human rights organizations;

• Use of social media for the organization of mass protests against deterioration
of the economic situation of the population.

General characteristic of the third sector
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Dialogue of civil society and the authorities
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Activation and consolidation of a human rights
movement
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Learning the results of the presidential campaign
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Loss of strategic benchmarks

�&�� 
�#�
� �!��������
���%����
�&
����
�
�� "�
�� �
�&
�#�
%�$��
%��8
�(����
0���#
���8"�$� �������
� "���A�����!
���
������%��
�� ���!-
&�(��
�#��!��$�!
��
�
!��(�����
�&
!� ���"�%
(�%� ������3
<� 
������8
%��
�� ���!
(��� 
�#�
%��������!
�&
 ���!
�&
������%��
� �!��� !
0��8
%�(���"
%��������!
&� 
�#�
� �!����%�-
���
�!%�������
�&
���
&� �!
�&
������%��
  �� �!!���!
 0�  �!�!
 ���
 !�� %#�!)
� �!!( �
(���
�%��8

POLITICAL PARTIES: FROM PARTICIPATION
IN PRESIDENTIAL ELECTIONS TO BOYCOTTING
PARLIAMENTARY ONES

Yury Chavusau

Summary

The importance of 2011 for political parties was determined by the political
calendar: no election campaigns were held this year and the party activity
concentrated mostly either on the analysis of the results of the previous
presidential elections or on preparation for elections in the House of
Representatives of the National Assembly of the fifth convocation which is to
take place no later than in September, 2012. These factors determined the
character of the agenda within the opposition as well as its reaction to in
domestic and foreign policies.
The basic points of this agenda concern: a) the questions of pressure of external
actors on the Belarusian regime (visa restrictions for certain functionaries of
the state machinery and businessmen who cooperate with the regime, freezing
of assets, possible economic sanctions); b) assessment of prospects of
overthrow of the regime by means of street protests (including the analysis of
the reasons of fiasco on the “Square” during the last presidential elections);
c) struggle for release of the political prisoners; d) the attitude to the question
of the dialogue or negotiations with the regime; e) development of the strategy
for the next parliamentary elections.
The systemic financial and economic crisis that overtook the Belarusian national
economy in 2011 was used by oppositional politicians as an occasion to criticize
the regime but it did not become a new opportunity for the opposition. At the
same time in a number of parties there were inner reshuffles connected with
learning the results of the presidential elections.

Trends:

• Repressions after the presidential election of 2010 undermined the
infrastructural possibilities of the opposition;

• Political parties were in a state of shock during the first half of 2011 and
could not trigger any active political projects;

• Reaction to the deterioration of political activity was the activation of foreign#
policy pressure on the Belarusian regime from almost all political structures
of the opposition;

• On the eve of the parliamentary elections campaign the dominant attitude of
the parties to it is instrumental;

• There are signs of integration processes, in particular in comparison with
the period of disintegration during the presidential elections.
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Legal conditions for activity
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Concentration in everyday life
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Changing enemies

2#�
"��� ��
 �!(��
�&
!����
��&� ������
����%�
��
����
'�!
�
&�%(!8
!#�&�
��
��'!
'� !
�#��
'� �
 �"(�� ��
���������
��
:��!+3
2#�
����8
��%��
����!�����
%��!��
��
��
�#�
����
�� "��
���)
�# �("#�(�
�#�
��� )
%�$��
!�%����
�� �
�#�
� (��
�&
����%+!
& ��
�#�
!����
�����3
��
�#�!
 �!��%�)
�#�
7�������!+�
%�!�9
'�!
�
�������
�1�����
�&
�
��8
&����
��&� ������
����%�3

2# �("#�(�
�#�
��� )
�#�
����
&� ��"�
�����
'�!
������3
��
�#�
��"�����"
�&
�#�
��� )
�#�
� �!��������
������!� �����6!
��'!8
���� 
  �$	������
 #�	��������
 �(���!#��
 �
 ���%�
 ��������
 �#	F
����
 ��	
  '	�	�
��
 �
 .������'��)
 '#�%#
 ������
 �%%(!��
 �#�
����!#
 <� ��"�
:���!� �
 �&
 ���� &� ��"
 '��#
 ���� (!���
 ���� ���
����%�3

��
��������)
 �������!
'��#
:�!%�'
%�����(��
��
��
!� �����
��
�#�
�����
!%���
��
����3
��
�#�
!(��� )
��
�#�
#��"#�
�&
���� (!6
�%�����%
% �!�!)
�(!!���
2G
%#�����!
'� �
 �"(�� ��
% ���%��
�&
��8
�� (!
���
��!
����� !#��3
:� ��$� )
#��&8'��
�# �("#
�#�
��� )
�#�

��� !/
� �� !��
'#�
'�!
!�����%��
��
�# ��
��� !
��
�
�����
%�����/
���
����#� 
�
'#�
'� �
&����3
�18� �!��������
%��������
	�+����
����+�$�%#
 �%��$��
 �#�
#� !#�!�
�(��!#����
�&
 ���
.
 !�1
��� !
 ��
 �
#� �
 ����( 
%�����3

MEDIA AS AN INSTRUMENT
OF CIVIL COLD WAR

Arkadz Nesciarenka

Summary

In many respects, the events of December 19, 2010 predefined the logic
according to which the situation developed in 2011. The authorities opted for
strong#arm tactics to rule the country, which resulted in an escalation of the
civil cold war in society. Naturally, all this was reflected in the mass media and,
as a consequence, both state and independent media were deliberately
aggressive in the way they presented their material.
Furthermore, against the general backdrop of decreasing trust in traditional
media, one should note the growing influence of alternative online media. In
Belarus, Internet penetration has passed the noteworthy 50% mark, which
means the target group for Belarusian online media is now comparable in size
to that of state television audiences.

Trends:

• Propaganda has shifted its focus: civil society has started becoming the
main target for attacks in the state media;

• One of the most relevant forms of presenting news in the Belarusian media
is the all but forgotten genre of courtroom coverage;

• Trust in traditional media has diminished, whereas online media have
increased in popularity and influence;

• A downward trend has been recorded in the country’s Press Freedom Index.

Prime time
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Decreasing trust in traditional media
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Table 1. Evolution of trust ratings for state and independent
media4
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Table 3. Which radio stations do you listen to?9

(More than one response is possible)(More than one response is possible)(More than one response is possible)(More than one response is possible)(More than one response is possible)
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Table 2. What TV channels do you watch?7

(More than one response is possible)(More than one response is possible)(More than one response is possible)(More than one response is possible)(More than one response is possible)
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Table 4. How would you assess the media situation in Belarus?14
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Journalism, what a terrible profession!
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By way of conclusion: freedom of the press and media
ratings

2�
%��%�(��)
���
(!
F(���
�#�
& �����
�&
�#�
� �!!
���
�����
 ��8
��"!3
����� ��
��
��!�
��� )
���� (!
#�!
!#�'�
��'�'� �
� ���!
��
���
����%�!3

����	��	��  ��

� !���	��� ��	�"�@
 �(���!#��
 ��
 &	���	�
T������
 #��	�3
 ��
 ����)
 ���� (!
'�!
 ��
 �@B�#
 ���%�
 �(�
 �&
 �5?
%�(�� ��!3
��
����)
���� (!
'�!
��
�>=�#
���%�
��
�#�
 ��+��"3
2#�
 ��� �
��!�
����!
�#��
C�( ����!�!6
'� +��"
%��������!
#�$�
��%���
�$��
�� �
 �� �!!�$�
��
���� (!3
��
�#�
 ����"!
&� 
����)
���� (!
�!
%���� ��
��
�"����3

!���	����#� ���� ��

�5
�(���!#��
��
�		���
0���	3
���� (!
!#�'��
�
��'�'� �
 � ���
#� �
 ���3
 ��
����)
���� (!
'���
��'�
���
��!�����
 ��
�%%(��
�?��#
���%�
��
�
 ��!�
�&
�?@
%�(�� ��!3
 ��!
�����
!%� �
'�!
?;)
'��#
�
7���
& ��9
!���(!3
2#�!�
����%��� !
 ��+��
���� (!
 ��'� 
 �#��
 � ��
 ���
�(��3
 ��"#�
 ��#���
 ���� (!
 '� �
:����� 
0�( ��-
���
� �� ��3
��
%���� �!��)
���� (!
'�!
��
�B?�#

���%�
��
����)
!%� ��"
?�3

�@ ����
 #����KK��3 !&3� "K� �!!8& �����8����18����8����)��=;3#���3
�5 ����
 #����KK& �����#�(!�3� "K ��� �8����!K& �����8� �!!3

'� �
 "�$��
 %����������
 !�����%�!
 0	J�,J
 �� "��
G�A���+-
 � 
 !(!8
������
 !�����%�!
 0� ���
 #����-3
 ��#� !)
 ��+�
 ���+!��� 
�� �8
!#%#��+�$)
�#�
� �!!8!�% ��� �
�&
����
� �!��������
%��������
��8
� ��
�����+�$)
'� �
"�$��
�%�(��
� �!��
!�����%�!3

Table 5. If you feel the Belarusian media are dependent,
on whom or what do they depend?
(More than one response is possible)(More than one response is possible)(More than one response is possible)(More than one response is possible)(More than one response is possible)
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• The field of regulatory activity is dominated by the development of national
telecommunications infrastructure, the computerisation of state management
bodies, censorship and other restrictive measures controlling the use of
Internet resources and services.

Infrastructure development and audience growth
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THE WWW AS A HABITAT

Marina Sokolova, Mikhail Doroshevich

Summary

The active development of infrastructure, along with cheaper Internet access
following the devaluation of the national currency, were some of the main
prerequisites for the increase in numbers of Belarusian Internet users. As of
December 2011, the Internet audience was 51% of the population over 15
years of age. Now there are more opportunities for “online activity”, the Internet
is no longer just a platform for “online media” and is becoming a virtual habitat
for society.
2011 was marked by the development of various types of online activism (crowd#
sourcing, flash#mobs, Twitter, and other rapid means of distributing information
and coordinating activity). Interaction between state bodies and citizens (e#
government) is being included on the political agenda, as well as managing
Internet use and development. Institutional and legislative initiatives in these
fields are typified by: 1) a technocratic approach (focusing on infrastructure
development); 2) ignoring the Internet’s global nature and being convinced
that not only physical infrastructure, but also websites can be fully “locked”
inside the state borders of Belarus; 3) a desire on the part of the executive
branch and law#enforcement bodies for total control over citizens’ online activity
and business; 4) a disregard for partnership opportunities with the business
community and civil society.
Although taking certain steps to fight cyber crime, the Belarusian authorities
are not paying sufficient attention to the protection of personal data and the
inviolability of people’s online privacy. Moreover, censorship and other
restrictive measures controlling Belarusian citizens’ use of Internet resources
and services (including by violating users’ rights) are still common aspects of
government policy.

Trends:

• The number of Internet users is increasing thanks to the active development
of infrastructure and cheaper Internet access following the currency
devaluation;

• There is still a digital gap: unequal Internet access opportunities for people
from Minsk and its surrounding region as opposed to other regions of the
country; most users have a higher education; and only an insignificant number
of users are over 55;

• Websites are becoming more important as information sources, while interest
in dedicated news sites (various types of traditional media) is dropping, and
the audience of social networks is increasing;

• There are more active cases of online political and civic activism;
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Table 1. Types of Internet access (% of users)8
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Fig. 3. Top 20 most popular websites among Belarusian Internet users
(by reach)14
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Fig. 1. Distribution of responses to the question: “To which media do
you mostly refer?” in 2005 and 2011 (%)12
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Fig. 2. Comparison of the growth of Internet users and the online
media audience in Belarus13
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Fig. 1. Number of students in the education system of Belarus

Source: Main Information Analytical Center (MIAC), Ministry of Education
of the Republic of Belarus, 2011
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Fig. 2 Number of day school teachers

Source: MIAC, Ministry of Education of the Republic of Belarus, 2011

EDUCATION: BETWEEN “EXPORT”
AND SCLEROTIZATION

Sviatlana Matskevich

Summary

In 2011, Belarusian education entered the phase of economic and administrative
crisis that directly affected household education expenditure. Official
accomplishment of quantitative targets does not ensure proper quality of
education at all its levels.
The governments’ intention for Belarus to accede to the Bologna Process was
the major event in the education sector last year that stirred up public discussion
and provoked criticism of Belarus’ education policy in the civic and academic
communities.

Trends:

• The quantitative and qualitative indicators showed a decline: the number of
students and teachers goes down; the old structure is conserved and the
ideological component remains unchanged.

• The Education Code effective since September 1, 2011 reinforced the
administrative and authoritarian forms of education management and almost
completely denies an opportunity of reforming.

• Still being a monopolist in education, the country leadership does not even
try to imitate communication with other entities of the education process
while, in response to the Education Ministry’s attempt to accede the Bologna
Process, society demands real reforms rather than their imitation.

Economic crisis does not leave education unaffected
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Fig. 3. Distribution of students by the types of tuition fees in state
universities, 2010

Source: MIAC, Ministry of Education of the Republic of Belarus, 2010.
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Fig. 4. Number of education workers by categories, 2010

Source: National Statistics Committee: Labor and employment in Belarus,
2011.
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Bologna Process: lost in translation
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Are there academicians in Belarus?
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Conclusion
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STATE INNOVATION IN SCIENCE:
NEW FIVE3YEAR PLAN, SOME OLD
PROBLEMS

Andrei Laurukhin

Summary

The 2011 financial crisis was accompanied by an unprecedented reduction in
science budgets. The era of primarily state#financed scientific research is now
drawing to a close, thus putting the issue of finding mechanisms to
commercialise science onto the agenda. This is in line with recently#emerging
trends in science#funding policy, and corresponds to the strategic benchmarks
of the State Innovation Development Program (SIDP) for 2011–2015, which
was adopted in May 2011.
The SIDP 2011–2015 sets practical goals for introducing innovation in
legislative, institutional, financial, human resources, and infrastructural reform
fields. The unrushed implementation of these reforms during the previous
five#year period (SIDP 2007–2010) was replaced by convulsive and radical
reform attitudes in late 2011 when, against the backdrop of the financial
crisis, the critically low level of science funding began to become painfully
obvious.
The initial year of SIDP 2011–2015 was quite productive in terms of legislative
improvements in the fields of science, technology and innovation. But the results
from implementing innovation projects were less impressive, due to a number
of major infrastructural, staffing, and financial challenges.

Trends:

• Increased underfunding for science due to budget sequestrations not
refundable from extra#budgetary sources;

• Marginalisation of fundamental research and institutional restructuring
(closures and/or merging of departments, institutions, etc.);

• Social sciences and humanities are becoming political instruments;
• Ageing, downsizing and emigration of highly#qualified scientific personnel,

while the teaching capacity to train Candidates and Doctors of Science is
exhausted;

• Scientific and academic communities are degrading, administrative
regulations are tightening, and bureaucracy is expanding;

• Infrastructural, organisational, staffing and financial challenges significantly
obstruct productive collaboration between the scientific, technical and
innovation sectors;

• Science funding remains at a poor level, while monotonous dependence on
such factors as, for example, innovation intensity, is increasing.
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A new budget policy approach: from budgetary
to extra3budgetary funding, and vice versa
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The staff behind all the decisions
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Infrastructural gaps in the research and production
cycle
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Churches: elections, choice and crisis
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CHURCHES AFTER THE ELECTIONS
AND BEFORE THE CHOICE

Natallia Vasilevich

Summary

The religious sphere in 2011 was influenced by the presidential elections of 19
December 2010 and repressions in civil and political spheres afterwards. On
the one hand, both at the higher level of the senior hierarchy and among believers
began a certain resuscitation. On the other hand, it was not systematic, flaring
up and abating. Nevertheless, this resuscitation was observed both in in#church
issues and social events. Besides the traditional agenda (church#state relations,
religious education at school, demography, family, abortions, donations for
religious buildings and social projects), new issues arose: current political events
after the elections and the followed repressions, and the death penalty. The
adoption of the new law on reproduction technologies made topical questions
of bioethics. These dominated the religious discourse. The church communities
gained a more important position. The economic crisis of spring#summer 2011
hit churches as well.

Trends:

• The religious sphere continues experiencing oppression, certain religious
organizations and foreign citizens are being persecuted;

• Christian communities tend to show less loyalty to the Belarusian regime;
• Religious organizations speak more actively on social and political issues,

voicing an alternative to the authorities’ position and reacting to persecution;
• Inside the churches civil society is growing stronger;
• Relations between the state authority and the Catholic community “freeze”.

General situation
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HEALTH CARE: BETWEEN POVERTY
AND HI*TECHHI*TECHHI*TECHHI*TECHHI*TECH

Andrej Vitushka

Summary

In 2011 the main focus of health care was high technologies; on the other
hand, the economic situation stimulated development of paid services and
import substitution. The financial crisis resulted in a shortage of resources,
administrative pressure, popular discontent; the medical system also felt
aggravation of the lack of personnel and impoverishment of the employees.
The financial crisis showed how sensitive the medical system is to external
effects. If the actual financing and management methods remain this sensitivity
is going to increase. The top administration of the sphere has not proposed
any program of its systemic transformation except stating certain intentions in
this direction.

Trends:

• Despite the announced increase in financing health care, hospitals have to
strictly save resources, medicaments and expendables;

• The ratio of paid services in public health care is being increased mandatorily;
• Despite shortage of financing, high technologies are being implemented, in

regions as well, and hospitals purchase new equipment;
• The devaluation of the national currency rocketed prices for medicines;
• The total import substitution became the ultimate goal;
• Salary cuts in health care increased the outflow of staff;
• Discussions on health care reforms have flared up.

Financing of health care
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Hi3tech medicine as the focus of development
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Paid services in public medicine
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CULTURAL TRANSFORMATION:
NEW MODES OF STAGNATION

Maksim Zhbankov

Summary

The post#electoral splash of cultural protest activity turned out to be chaotic,
short#lived, and failed to develop into a coherent ideological confrontation.
Immediately after the elections, it became blatantly obvious that the Belarusian
cultural field was in a stalemate situation: the regime had survived, servile
culture was dead, but partisan culture was incapable of winning. With the
authoritarian system focused mainly on self#preservation, creative culture has
been reduced to a limited set of tactical manoeuvres, particularly cultural
collaborationism and cultural emigration. Creative culture now exists on the
margins of an inert mainstream which includes occasional alternative projects
devoid of any growth stimuli.
In the absence of any real movement up on the “higher levels” of culture, it is
only natural that more intensive cultural expansion is occurring among Belarus’
more dynamic neighbours, and that lower#level trends are developing – amateur
styles multiplying in the professional field.

Trends:

• The continued devaluation of “state” and “protest” cultural resources has
preconditioned the appearance of a new mainstream – a series of products
with emasculated ideological messages, mediocre style, and ambiguous
cultural identity;

• Due to the cultural environment, which is still mostly inert, borderline cultural
initiatives are becoming more active. These are marginal projects (from the
standpoint of Belarusian pro#state culture’s usual priorities) that have
developed thanks to foreign stimuli;

• The lack of improvements in the cultural situation, as well as the country’s
unchanged status as a European outcast, are leading to an aggravation of
the internal “culture war” – a struggle being waged between various segments
of the “permitted” and alternative cultural elites in order to divide up spheres
of influence, and win additional symbolic capital.

Mutual capitulation: the status quostatus quostatus quostatus quostatus quo as a style
and position
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Cultural transit: life on the edge
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SPORTS: WAR ON HUTS, MONEY
FOR PALACES

Barys Tasman

Summary

All socioeconomic hardships Belarus is suffering now had not affected national#
level sports until recently. In 2011, the economic crisis hit them as well, which
however did not result in fewer medals. On the contrary, Belarusian athletes
won more of them than in 2010 as concerns world championships only. Elite
athletes were safeguarded from adversities but the sports reserve suffered
heavily and training of newcomers is still flawed. The use of doping in youth
sports is as huge a problem as before. The lack of a quality reserve is often
remedied by naturalization of foreigners.
Football players of the national youth team won European medals for the first
time and will play in the Olympics, while the national adult team did not make
it through the UEFA European Championship 2012 qualifying round.
The new presidential decree on support for physical training and sports
organizations does not look revolutionary, although it is meant to raise sports
management up from zero.
Much effort has been made to prepare for the Ice Hockey World Championship
which Minsk is going to host in 2014. The focus is on construction of new ice
arenas. At the same time, the performance of the national teams of all ages in
world championships is rather depressing.

Trends:

• Large scale construction of ice palaces;
• Intense preparation for the 2014 Ice Hockey World Championship;
• Priority funding of the sports elite;
• Troublesome situation with training of the reserve;
• Progressing naturalization of foreigners;
• Declarative struggle against doping.

Commerce motivators

2#�
 % �!�!
 �#��
 #�!
 �$� '#�����
 �#�
 ��������
 �%�����
 ��������
��� � 
!���!� !#��
�&
�#�
!�� �!
� ��%#3
2#�
��&������
#�!
�����
(�
�
�(��� 
�&
 �"(�� 
� �����"
�$���!
���
� (���
!�� �!
����"�����!
�
������3
�(%#
!�$��"
!�������!
#�����
��
������A�
�1���!�!)
�#�("#3
:���(�
 ��$��
 ��#����!
 ���
 � �����!
 �&
������%
  �!� $�
 !%#���!)
'#�!�
7 �����9
'�!
%(�
��'�
%��!��� ����)
!(&&� ��
�#�
��!�3
��

Society



203202 ���������	
�������

����

2# ��
��������!
������"
&� 
*�����
:��!+
��
�#�
����������
E�%+��
���"(�
 0E�-
.
I��&&
�����)
�$��
�������
���
�#� ��!
���"���
.
'� �
 "�$��
 ���� (!���
 ��!!�� �!3
 <���
� �
E��++���)
'#�
�� ��� 
� �����
<����!#
���
�(!!���
����!)
'�!
���������
#���
%��%#
�&
�#�
��������
����
�&
���� (!3

E�
*�����
:��!+
��C��!
" ���
���(�� ���
��
���� (!3
<�&����8
�#�(!���8!���
:��!+8� ���)
�#�
�� "�!�
���
��
�#�
��!�8��$���
!��%�)
�!
�&���
�$� % �'���3
��
���!
���
(�!��
���� (!���
#�%+��
&��!
�#��
�#�
����
�� &� ���%�
���$�!
�(%#
��
��
��!� ��3
�
��A��
��������!)
�A�%#!)
���$�+!)
���
<���!)
���
�
�(��
�&
%��%#�!
& ��
�#�
�A�%#
���(���%
 � �
 ��!
 � �$��"
 &� %�3
 ���� (!6
 !� ��"�!�
 ����� !
 ����
 ��
	� �#
��� �%�
���
�(!!��3

*�����6!
�(�"��
�!
+���
!�% ��
���
�!
 (�� ��
��
 ��%#
��*
��
��
 �>
�������3
 2#�
���� (!���
 ����!#
�������
 �!
 !���
 ��
 ��
 �#�
%#��&
!���!� 3
��
�#�
����K����
E�
!��!��)
*�����
'�!
�#�
�>�#

����"
��
����!
���
��!�
�.=
��
��%�����$�
�� �!��$�
��
�#�
&� !�
�����&&
  �(��3
 ��
 �#�
 ����K����
 !��!��)
 �#�
 ����
 %������
 �
 ���
#�"#� 
 ���
 &���!#��
 ���#
 �(�
'�!
 ������
 �.=
  �"#�
 �'��
 ��
 �#�
�����&&!
 ��
*�����
:�!%�'
 ���
:� �+
 ��+� �
 ����(�%��
 #�!
 ��� �����
�&�� 
�#�
&���( �3

Palace boom
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Minsk Championship32014 in question
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Results of world championships
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Successes of national youth football team
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Table 1. Changes in the indexes of financial status (FSI), expectations
(EI) and policy correctness (PCI)
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Who is to blame?
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PUBLIC OPINION: HISTORIC COLLAPSE

Sergey Nikolyuk

Summary

The three#digit consumer inflation and almost three#fold devaluation of the
national currency came as a shock to Belarusians. All social indicators went
down to an all#time low. The public blamed the government for their falling
incomes, but also Alexander Lukashenko personally, due to which his electoral
rating dropped from 55% in December 2010 to 21% in September 2011. At the
same time, it did not have any effect on the popularity of the opposition, nor
did it ignite mass protests.

Trends:

• Alexander Lukashenko became a president of “minority” for the first time
since late 2003.

• The social indexes’ insensibility to official propaganda stunts, such as looking
for external and internal enemies to shift the blame to, actually displays
irreversible desacralization of Belarusian leadership.

• Stabilization on the currency market in October broke the negative trend; the
fall of the social indexes was followed by an insignificant rise, although society
is still far away from the pre#crisis status.
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Budget as a political differentiation factor
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Table 3. Answers to the question “Do you trust the president
of Belarus?” (%)
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Table 2. Changes in President Lukashenko’s electoral rating (%)
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MACROECONOMIC SITUATION:
UNCONTROLLABLE CORRECTION

Dzmitry Kruk

Summary

The year 2011 saw Belarus start cleansing itself of the accumulated
macroeconomic imbalances, which proved to be a painful procedure. The
overheating of the Belarusian economy in late 2010 and early 2011 and current
disproportions overlapped with structural problems thus necessitating
macroeconomic adjustments. Because the authorities were not ready to impose
economic restrictions, the correction became automatic, and equilibrium was
attained mostly through inflationary processes and ruble devaluation. This
created new stimuli in the economy for all agents, the result being that external
demand grew stronger than that internal, while the sector#wise production
pattern was marked by changes in favor of export#oriented enterprises.
Household incomes became one of the chief macroeconomic “compensational”
variables – they were slashed in a bid to rid the economy of imbalances. The
automatic correction turned into a “purging” procedure, which provided a chance
for a more balanced development. However, it does not guarantee future
sustainability, because sustainable growth is secured by fundamental factors
rather than short#term price#based factors of competitiveness.

Trends:

• The currency crisis was caused primarily by structural problems in the
Belarusian economy;

• The disregard for accumulated imbalances and expansionary policy stood
behind the automatic (uncontrollable) nature of macroeconomic adjustments;

• Because of the automatic correction, the economy went through a sort of a
purge, ridding itself of the most acute imbalances;

• Some structural disproportions still remain, impeding sustainable
development in the future;

• Belarus achieved macroeconomic stabilization by way of cutting the incomes
of Belarusian households, which suffered the most during the crisis.
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CURRENCY MARKET AND THE BANKING
SYSTEM: BACK TO 1998

Alexandr Mukha

Summary

Last year, the Belarusian economy suffered from severe economic shocks
caused primarily by the sharp depreciation of the national currency,
unchecked inflationary processes, rise in prices for imported energy, and
increase in the debt burden on Belarusian residents. The drop in real
incomes of Belarusian households amid tighter monetary and fiscal policies
helped stabilize the situation in the money market. Households will be able
to restore their spending capacity to the pre#crisis level in 2.5–3 years, at
the earliest. However, during this period, Belarus will be faced with growing
risks of labor outflows, mainly to Russia. The downward pressure on the
ruble and the country’s gold and foreign exchange reserves will continue
on the back of the substantial repayments under previous loan
arrangements.

Trends:

• Growth in wages and government expenditure put pressure on the stability
of the national currency.

• The monetary authorities gave up plans to target the exchange rate in favor
of free float based on currency demand and supply.

• In the medium term, serious depreciation risks will remain, caused by the
need to repay external debts.

Devaluation shock
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Table 1. Average wage in Belarus and selected countries, in current
value and on a PPP basis, USD1

1. The countries are sorted in descending order by the average wage in
December 2010 on a PPP basis (the average price level in the USA is 100%)
2. Data on the average wage in Poland, Estonia, Lithuania and Georgia are
presented as of the fourth quarter 2010, and in Turkmenistan, the average
wage in the year 2010 is given.
Source: the author’s calculations based on statistics of the IMF, national
statistical services and central banks.
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LABOR MARKET AND SOCIAL POLICY:
REASONABLE COMPENSATION FOR LOSS
OF INCOME FOLLOWING THE CURRENCY
CRISIS

Kiryl Haiduk

Summary

In 2011, indexing the population’s income payments, including wages and social
benefits, was a real challenge for the economic authorities. Faced with the risk
of a price/wage spiral, the authorities permitted a drop in real incomes in order
to focus on averting significant increases in poverty among vulnerable social
groups.

Trends:

• Deterioration of the demographic situation;
• Danger of labor outflow to Russia;
• Indexation of social benefits;
• Public sector salary increases.

Demography
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The author has made use of proprietary analytical
reports by Prime*Tass Business News Agency, reports
by the National Bank and Belarusian Statistical
Committee (BelStat).
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ENERGY SECTOR:
ON THE WAY TO SELLING ALL ASSETS

Alyona Rybkina

Summary

The year 2011 started off with a series of spats over oil supplies, and ended
controversially. On the one hand, at the end of the year, Belarus succeeded in
signing oil and gas agreements on quite favorable terms, securing itself
considerable discounts and guaranteed supplies of both crude oil and natural
gas for a few years to come. On the other hand, the country will have to pay a
very high price for the discounted rates – from reductions in the overall
competitiveness of its economy, resulting from the terms of the accession to
the Common Economic Area (CEA), which most Belarusian industries found
unfavorable, to a complete loss of assets in the fuel and energy sector.

Trends:

• Growing dependence on Russia for fuel and energy supplies and energy
prices;

• Increasing dependence of commodity exports on foreign supplies of refined
oil;

• Complete loss of control over natural gas transit;
• Increase in cross subsidies and offsets in the energy sector.

Oil sector
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Table 1. Refined oil exports change

Source: BelStat, author’s calculations
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���� (!
 ���� ���
 ��
 �������
 %(��%
���� !
 �&
 ���( ��
 "�!
 ��
 �����
��'�
53;L
��� 8��8��� 3
��%�(!�
�#�
���
��!+��
$��(�
��
'#�%#
"�!
� �%�!
� �
��""��
%#��"�!
��
�
F(� �� ��
��!�!)
���� (!
��!�
!�'
��!
���( ��
"�!
 &��!
%#��"�
�$� �
F(� �� 3
2#�
�$� �"�
���(��
� �%�
���(����
��
��*H�@>
�� 
�)���
%(��%
���� !)
���
�#�
&�( �#
F(� �� 
� �%�
 ��%#��
��*H;��
0��
%���� ��
��
����)
���� (!
'�!
�����"
��
�$� �"�
��*H�B>
�� 
�)���
%(��%
���� !
�&
"�!)
'#�%#
����!
�
=�L
 �!�
��
� �%�!-3
���#�("#
���� (!
'�!
�����"
��!!
��
����
�#��
��!
���"#�� !
�+ ����)
������)
� 
���#(����)
��!
"�!
&��!
'� �
��$��"
%��!�
��
�#�
�$� �"�
 �"�����
� �%�)
'#�%#
�&&�%���
���#
�#�
%(  ��%�
�� +��
�&
 �#�
%�(�� �
���
 ��!
 � ���
�����%�3
 ��
 ����
����)
�(!!��
���
���� (!
!�"���
�
��%+�"�
���� "�$� �������
�" ������
��
�#�

����
'��#
�+ ����)
 �#�!
 %�(�� �
 �!
 !(���!��
 ��
 ���
 �#�
���!!�8
� ���
��������
�
&��
��!��
��
�#�
&�1��
$��(��
�&
���(��
!(�����!
�&
=
�������
�����!
�&
% (��)
 �  �!��%��$�
�&
�#�
�%�(��
$��(��
�&
�(����
���3
���� (!
�#� �&� �
�$� ����
���(�
��*H;�
�������3
���� (!
��!�
���� ���
���(�
?��)���
�����!
�&
G���A(����
���
0���$��
B�)���8
�����
���+� !-
�# �("#
�#�
�!������
!���� �
�&
:(("�3

���� (!���
���
���� �!
�#(!
�������
��3=
�������
�����!
��
$��(��
�� �!)
��
 ��% ��!�
�&
;B3>L
%���� ��
��
����)
'#�%#
'�!
��!���
�'��"
��
�#�
�� �
&�$� ����
!(�����!
�&
�(!!���
���3
��%�(!�
�#�
����!��%
 %��!(������
 �&
 ���
 � ��(%�!
 #�!
  �������
 (�%#��"��
�$� 
�#�
��!�
&�'
��� !)
��
� �(��
B
�������
�����!)
���� (!
����"��
��
 ��% ��!�
  �&����
 ���
 �1�� �!
 0��
 ;?3�L
 ��� 8��8��� -3
 ���� (!
�1�� ���
�
�����
�&
�>3@
�������
�����!
�&
���
� ��(%�!)
�&
�#��
;3;
�������
 �����!
 ��
 �#�
���)
 (�
 ;B3�L)
 ���
 ��3;
�������
 �����!
 ��
&� ��"�
%��!(�� !
�(�!���
�#�
���)
(�
;?3@L3

2#�
	��#� ����!
 �%%�(����
 &� 
��!�
 �&
 �#�
 ��% ��!�
.
 �#��
%�(�� �
 ���� ���
53�
�������
�����!
�&
���� (!���
���
� ��(%�!
 ��
����)
'#�%#
%���� �!
��
>
�������
�����!
��
����3
�1�� �
��
���$��
 �!�
��
�3?
�������
�����!
& ��
B>;)���
�����!)
'#���
�1�� �
��
�����
'���
 (�
 ��
 @>;)@��
 �����!
 & ��
 �B�)���
 �����!3
 ���� (!6
 �1�� �
� �%���!
 �!�
��%�(!�
�&
�#�
��% ��!�
��
���#
$��(��!
�&
&� ��"�
����$� ��!
���
 �&����
���
� �%�!
��
&� ��"�
�� +��!
0��
;>L-3

2#�
" �'��"
 �&����
���
!(�����!
��
���8���
&� ��"�
%��!(�� !)
���#
��
$��(��
���
$��(�
�� �!)
!�%( ��
�
%��!��� ����
!( ��(!
��
���� (!6
� ���
'��#
�#�
D�!�3
<( �#� �� �)
#�$��"
!(&&�%����
% (��
���� �!
 & ��
 �(!!��)
 ���� (!
 '�!
 ����
 ��
 �1�� �
 ����!��%����8
� ��(%��
% (��
 0���(�
�35
�������
 �����!
 ��
����-3
����!�
���
�&
��!�
��� 6!
!(�����!
'� �
��
,� ����)
'#�%#
��("#�
��*H�3�?
�������
'� �#
 �&
 ���� (!���
 ���)
  �!(����"
 ��
 F(�� (����
 �1�� �!
 ��
 �#��
�( �����
�� +��3

�$� ���)
���� (!���
���
�1�� �!
0% (��
���
���
 �&����
���-
��
�#�
�( �����
�����
���(����
��
���(�
��*H��3=
�������3
�( �����
���
!(�����!
�%%�(����
 &� 
 �'�8�#� �!
�&
 �#�
%�(�� �6!
�1�� �!
 ��
 �#�
��
0!��
2����
�-3

����
 �#�
 %(  ��%�
 % �!�!
 ���
 &����'��"
 �#�
 �'�
 ��$��(�����
��$�!)
'#�%#
%(�
�#�
$��(�
�&
�#�
 (���
����!�
�# ��
����!
$�!8R8$�!
�#�
��!+��
�&
&� ��"�
%(  ��%��!)
"�!�����
� �%�!
'� �
 ��!��
����
����!
��
����)
�(�
�#��
��$� 
 ��%#��
�#�
� �8% �!�!
��$��
��
�#�
�3�3
����� 
�F(�$�����3
:� ��$� )
"�!�����
� �%�!
 �����
�#�
 ��'�!�
 ��
�#�
 �"���3
��
*�%���� 
����)
���� (!���
���� �!�!
����
��*H�35;
�� 
 ���� 
 �&
 ��8?>
 "�!�����
 0�
 ?�L
 ��% ��!�
 ��
 �������
 �� �!-3

Economy



243242 ���������	
�������

����

��A�����
0������
 �����$�-
�&
�#�
��% ��%�����%
!��(�����
��
���� (!)
�#� �&� �)
�#�
�!!��!8&� 8 ���8�����
����
����&�����
���#
�� ���!3

��
 ����)
 ���( ��
 "�!
 � ��!�� �
 �# �("#
 ���� (!
 0���#
 ��
#	�����,�"
 ��������!
 ���
 �����8�( ���
 "�!8����-
  ��%#��
 ==3;
�������
%(��%
���� !
0(�
�3>L
��
����-3

*�!����
�#�
%(  ��%�
% �!�!
���
�#�
��$��(�����
�&
�#�
��������
%(  ��%�)
"�!
� �%�!
&� 
���� (!���
%��!(�� !
 �������
(�%#��"��
�# �("#�(�
 �#�
 ��� )
 &�����"
 ��
 �#�
 �3�3
 ����� 
 �F(�$�����
 &� 
#�(!�#���!
 0"�!
 &��!
 &� 
 ���(!� ���
 %��!(�� !
 � �
 &�1��
 ��
�3�3
����� !-3
 ��
 �#�
 ���
 �&
 �#�
 ��� )
 #�(!�#���!
'� �
 �����"
 ���(�
��*H>B
 �� 
 �)���
 %(��%
���� !
 �&
 ���( ��
 "�!)
 '#���
 ���(!� ���
%��!(�� !
'� �
�����"
��*H�5=3
2#�
"�!
�������
����� �
�&&�%��$�
��
����
��&��%���
��!!�!
��
"�!
!(����� !)
���
% �!!
!(�!����!
�� +����
��% ��!��
0�
 &�'
��� !
�"�)
#�(!�#���!
����
�� �
 �#��
��*H���
�� 
�)���
%(��%
���� !-3

Electricity

2#�
 ���� (!���
 ��'� 
 " ��
 ��%�(��!
 ���
 �����������
  �"�����
 ��(���%��
(���� �
���� � �!�!)
� 
���!=)
��!�
%�����
7������ "�!9)
���
EG
��'� 
����!
%����%���"
�#��
��
��'� 
" ��!
�&
���"#�� ��"
%�(�� ��!
 0�(!!��)
�+ ����)
���#(����
���
������-3
2#�!
 !�!���
 �!
"�$� ���
��
 �#�
������ "�
%��%� �)
'#�%#
 �!
�%%�(������
 ��
 �#�
��� "�
:���!� �
�&
���� (!3
2#�
���� (!���
��'� 
" ��
�!
�
$� ��%����
����" ����
%������)
��
'#�%#
"��� �����)
� ��!&� 
���
��!� ��(����
� �
���
!��� ����3

���%� �%��
 ��'� 
 "��� �����
 ��
 ���� (!
 �������
 ;�3?
 �������
+���'���8#�( !
0+D#-
��
����)
�
��% ��!�
��
53BL
%���� ��
��
����3
����+�
 �#�
 ��� 
 ����)
'#��
 ����!�
 ���
 �&
 �#�
 ���%� �%���
 ���� �!
'� �
& ��
�+ ����)
��
����)
���� (!
���� ���
���%� �%���
���#
& ��
�+ ����
���
�(!!��3
���� �!
& ��
�+ ����
�������
�3>
�������
+D#)
��'�
��3?L
��� 8��8��� 3
���� �!
& ��
�(!!��
���(����
��
;
�������
+D#)
 (�
 ����!�
 ;�
 ����!
 & ��
 ����3
 �(�����!
 & ��
�(!!��
'� �
�������
 �
 &�'
 ����!
 ���
'� �
 ��%�
 !(!������)
 ��%�(!�
 ���� (!
0������ "�-
 &�����
 ��
����
 ��!
%��� �%�(��
����"�����!
 0��%�(!�
�&
�#�
%(  ��%�
% �!�!)
������ "�
'�!
(�����
��
�%F(� �
&� ��"�
�1%#��"�
��
�#�
���� (!���
�(  ��%�
���
���%+
�1%#��"�
0����-
���
 ��
(�
�
��*H>�
�������
 ����-3
E�'�$� )
 �&�� 
 ���%� �%���
 !(�����!
'� �

= ���
!����!
&� 
���(���%��
����� �
���� � �!�3
���
7������ "�!9
� �
!����
%��� �����/
�#� �
� �
��
����!
��
�( �
�#��
����
C����
!��%+
%�������!3

"�!
!�%�� 3
2#�
 �!(��!
�&
�#�
����
&� 
�(!!���
"�!
"����
��"���
� �
�!
&����'!�
• ��"���
����
��*H�3>
�������
&� 
�#�
 �������"
>�L
��
���

#	�����,�"�3
���� (!
�#(!
��%���
�#�
&� !�
%�(�� �
��
�#�
 �"���
��
%���������
��!�
���
�&
��!
� ��!��
��$����"�!�3

• ��"���
��'
%��� ��!
���
�&
���� (!6
"�!
��������!
���
��C��!
�#�
�1%�(!�$�
 �"#�
��
�%F(� �
���( ��
"�!)
'#�%#
�&&�%��$���
�(�!
��
���
��
�#�
!��%(������!
���(�
�#�
��!!����
���� �
�&
��F(�&���
"�!
��
���� (!3

• ���
�1�� �!
�&
���%� �%���
"��� ����
(!��"
�(!!���
���( ��
"�!
��
I��(� �
�)
���>
'���
��
�1%�(!�$���
$��
��"���6!
!� (%�( �!3

• ��"���
!���(�����
�#�
������%��
%��������!
�&
�#�
� ��!�%���� .
�&
���� (!
$������!
�#��)
�#�
�(!!���
���( ��
"�!
��������
'���
��
��������
��
!��+
%��%��������
�&
�#�
����
���
 ��( �
�&
��*H>
�������
��"��#� 
'��#
�#�
�������
�&
���
 ������
��!!�!;3
��
��������
��
�#�
��*H>
�������
�#��
���� (!
 �%��$��
&� 
�#�

���L
!��+�
��
�#�
"�!
��������
��� ��� )
�#�
%�(�� �
��!�
����"��
��
 �" ��
 ��
 �
 !(�!�������
 "�!
 � �%�
 ��!%�(��
 &� 
 ����.���=
 0&� 
��!���%�)
��
����)
���� (!
�!
�����"
����
��*H�@>
�� 
�)���
%(��%
���� !
�&
"�!-
���
#�$�
��"���
� ���!�
 ��
(!�
 �#�
 � ��!��
"�!
��������!
��
�#�� 
&(��
%���%���3
2#�
��%+�"�
"�!
����
�#� �&� �
#�!
!#� �8�� �
&�!%��
����&��!
&� 
�#�
���� (!���
!���)
'#� ��!
��"���
#��
��
��+�
�
!(�!�������
�������
��
�(���
���
����#� 
���+
��
��!
���"8�������
���"8�� �
��$��������
!� ���"�3

���� ������)
�#�
� �%���!
& ��
�#�
!���
�&
#	�����,�"
��%���
�
% (%���
%��� ��(����
��
 �#�
%�(�� �6!
��������
"���
���
&� ��"�
�1%#��"�
 �!� $�!
���
�������
�#�
������ �
�(�#� ����!
��
��� ��(%�
�
!��"��
�1%#��"�
 ���
���
!������A�
�#�
!��(�����
��
�#�
%(  ��%�
�� +��
��
�#�
�(�(��
�&
����3
�(!!��
��!�
����&��!
& ��
�#�
!����8

� D#��
�#�
����
'�!
%��!��)
��"���
����(�%��
�#��
��
'�(��
 �����
�#�
%������
��"���
����,�"
#	����3

� <� �����
#	�����,�"
 �����!
�#�
��� ��� 
�&
�#�
�����8�( ���
��������
���
'���
#�$�
��
����
��!
%���������!
��
�(���
���
��$����
"�!
��������!
���
�(1���� �
&�%������!)
��%�(���"
(��� " �(��
"�!
!�� �"�
&�%������!3

; ���%�&�%����)
���� (!
� ���!��
���
��
����!�
�#�
7"�����
!#� �9
 �"#�
� 
��+�
���
��#� 
������!� ���$�
���!( �!
�#��
%�(��
��& ��"�
��
�#�
 �"#�!
�&
�#�
��'
���� ��!"�A
�'�� )
 ��
� �$���
 !��#����"
�&&
�&
 �#�
���( ��
"�!
� ��!�� ���
 �# �("#
 ���� (!
 ���
 ��!( �
 (��������
 ���
 (�����  (����
� ��!��
�&
�(!!���
���( ��
"�!)
��%�(���"
�
'��$� 
��
�����
�#�
�� �!
�&
(!�
�&
�#�
����
����!
(��� 
�#�
�����8�( ���
"�!8����3
��!�)
�#�
���� (8
!���
�(�#� ����!
�" ���
���
��
!���
�(!!���
���( ��
"�!
��
�#� �
�� ���!3

Economy



245244 ���������	
�������

����

���
 �#�
 ��� "�
 !�%�� 
 �( ���
 ����
 �
 ��!!8��+� 
 & ��
 �
'���8�&&
���(!� �
 �#��
 (!��
 ��
 � �$���
 %��!��� ����
 %(  ��%�
 ���
 �(�"��
 �$��(�!3
���� (!
+���
 �%��$��"
��� "�
!(�!����!
& ��
�(!!��
.
F(���
!(�!�������
��
���� ��������
!����� �!)
���#�("#
�(!!��
+���
��!
����!��%
��� "�
� �%�!
����'
�#�!�
�&
���� (!3
2#�
� ��!�%����!
%��!��
��
�#�
���
�&
�#�
��� 
#�����
��� �$�
�#�
&����%���
!������"
�&
���#
#	�����,�"
���
������ "�
0�#�
����� 
�!
�#�
%#��&
�(�� 
�&
���( ��
"�!-)
!������A�
�#�
!��(�����
��
�#�
%(  ��%�
�� +��
���
�� �
� 
��!!
�����%�
�#�
������
���
!(����
�&
&� ��"�
�1%#��"�
��
����
0�'��"
��
%#���� 
��� "�
���� �!
���
" �'�#
��
�1�� �
!(�����!-3
2#�!
 ��(%��
�#�
��%�!!���
&� 
��
( "���
�:<
!������A�����
����
���
�������
 �#�
 �(�#� ����!
 ��
  �!(��
 �#�� 
  #��� �%
 ���(�
 '��!
 ��
�$� %���
�#�
% �!�!
���
"��
��%+
��
�#�
���
�%�����%
����"�����
���#��!3

2#�
����
��"���$�
 �!(��!
�&
�#�
��� 
� �
�!
&����'!�
• 2#� �
�!
�
" �'��"
��������%�
�&
�#�
�%�����
��
�#�
!��(�����

��
�#�
���
!�%�� 
0�� �
�#��
;�L
�&
���
�1�� �!-3
• D��+� 
%��������$���!!
�&
 �#�
��������
�%�����
 ��
 �#�
 ���"

 (�
.
���
��% ��!�
��
���
���
"�!
� �%�!
� 
%#��"�
��
�#�
�� �!
�&
!(�����!
.
'���
 �!(��
��

" �'��"
����!��%
� �%�!
���
!#�%+!
��
�#�
���(&�%�( ��"
!�%�� 3

• ��� 
����$�����
 &� 
�( !(��"
 !� (%�( ��
  �&� �!)
  �!� (%�( ��"
���
���� ��A��"
 �#�
�%�����/
 ��
 �#�
 ���"
�� �)
 �#�
%�(�� �
���
��
&�%��
'��#
��8���(!� ����A�����3
�#� �8�� �
����&��!
���
�"���
�(�'��"#��
���"8�� �
��$����"�!3

���� (!
���
�$���(����
��!�
���
��!
�!!��!
��
�#�
��� "�
!�%�� )
���
�&
�#�
��!�
��F(��
!�%�� !
�&
�#�
�%�����3

!(!������
 ��
 I(��
 ����)
 �#�
 ����
 &�(��
 ���("#
 %(  ��%�
 &� 
������ "�
��
 ����
�#�
����3
���)
���� (!6
 ��(������
'�!
!� ��(!��
����"��)
�!
�#�
���8�������
��!�(��
'�!
� �����
%�$� ��
��
�(!!���
���
&� ��"�
�����3

2#�
���� (!���
��'� 
" ��
� �$���!
� ��!��
�&
�(!!���
���%� �%���
��
� ���!+)
�!+�$
���
������" ��
 �"���!
�&
�(!!��)
�!
'���
�!
��
���$��
���
���#(����3
��
����)
���%� �%��
��'� 
� ��!��
���(����
��
�3B
�������
+D#3

���%� �%���
&��!
&� 
#�(!�#���!
 �������
(�%#��"��
�# �("#�(�
����)
��!����
�#�
��$��(�����
�&
�#�
��������
%(  ��%�3
�!
�
 �!(��)
�#�
 �� ����
 ��'
 &��!
 &���
 & ��
��*H�3�>
 ��
 �3��
 �� 
 +D#)
'#���
�������!
&� 
���� �!
 ��"��
& ��
��*H�3�@�>
��
�3�@�
�� 
+D#3
*���!��%8"��� ����
 ���%� �%���
 �!
 �$��
 �� �
 �1���!�$�)
 ��
��*H�3�@?.�3�5
�� 
+D#3

���%� �%���
&��!
&� 
���(!� ���
%��!(�� !
� �
&�1��
��
�3�3
����� !)
��
� �(��
��*H�3�.�3��
�� 
+D#3
	��( ��
"�!
� �%�!
0"�!
�%%�(��!
&� 
��!�
 �&
 �#�
 %�!�!
 �#��
 �#�
 ��� "�
 !�!���
 ��%( !-
'� �
  �!��"
�(%#
 &�!�� 
 �#��
 ���%� �%���
 &��!)
 '#�%#
 �"" �$����
 �#�
 &����%���
!��(�����
 ��
 �#�
 ��� "�
 !�%�� 
.
 ��
 (!��
 ��
��+�
� �&��!)
 �(�
 ��
����)
��
����
��!!�!3

��
 ����)
 ���� (!
 !�"���
 �
 %��� �%�
'��#
 �(!!���
 �(%��� 
 %� 8
�� �����
 ��!����
 &� 
 �#�
 %��!� (%����
 �&
 ��!
 &� !�
 �(%��� 
 ��'� 
�����3
���� 
�#�
�" ������)
�(!!��
'���
� �$���
�
�>8��� 
����
&� 
���� (!
��
&����%�
?�L
�&
�#�
%�!�
�&
�#�
&(�( �
�����3
���� (!
'���
��C��
�
��8��� 
 �!����
��
!�� �
 ������"
�#�
� ��%����)
���
�!
!(���!��
��
���
(�
'��#��
�>
��� !3

*�!����
�����!)
���� (!
�!
 �!��$��
��
!�� �
�(�����"
��!
�'�
�(%��� 
��'� 
�����)
���#�("#
��
'���
���
��
����
��
%�������
�#�
%��!� (%����
'��#��
 �#�
� �"������
����(�%��
 ����& ���
 0��
���5-3
E�'�$� )
 �#�
�%�����%
����$�!
�&
�#�
!����
 �����
(�%��� �
���� (!
�!
��+��"
�(�
�
����
0%��������-
����
���
'���
���
!��
 ���
�����3
2#�
��'� 
"��� ����
��
�#�
�(%��� 
��'� 
�����
'���
��
�1���!�$�
���
(�%��������$�3
2#�
%#��%�
�&
�1�� ���"
��
��
�#�
�����%
�����!
�!
�( ���
�#�� ���%��)
'#� ��!
�#�
�$�������
&�%������!
!(&&�%�
��
����
�#�
����!��%
 �F(� �����3
2#�
%�(�� �6!
�1�� ���
����
'���
�� +����
" �')
�(�
���� (!
'���
���
&���
�
'��
��
 ��(%�
��!
��� "�
��������%�
��
�(!!��3

Conclusion

2#�
��� 
����
!�'
�'�
��C� 
� ���!
��
�#�
���� (!���
��� "�
!�%�� �
�#�
%�(�� �6!
��������%�
��
�(!!��
��% ��!��
F(���
!(�!���������)

Economy



247246 ���������	
�������

����

� ������� �
�!������!-)
��
 ��%#
��*H;;3?@
�������)
� 
@?3>L
�&
,*�
�!
�&
I��(� �
�)
����3
2#�!
%��!��� ����
�1�� ���
����
" �'�#
'�!
��!���
%�(!��
��
!(�!�������
&� ��"�
��  �'��"
��
����
.
�#�
%�(�� �
#��
��
��+�
��'
����!
��
!������A�
�#�
�%�����%
!��(�����3
����#� 
���� ����
&�%�� 
%��� ��(���"
��
�#�
��% ��!�
��
�1�� ���
����
'�!
�#�
��$��(�����
�&
 �#�
��������
 %(  ��%�
 ��
�%���� 
 ����)
'#�%#
 �!(����
��
�
!�(��
��
,*�
��
�#�
�3�3
����� 
�F(�$�����3
�&
��C� 
%��%� �
�!
��!�
�#�
��% ��!�
��
�1�� ���
�(���%
����)
'#�%#
'���
(�
��
 �!�������
 ��35L
 ��
 ����3
 �1�� ���
 �(���%
 !�%�� 
 ����
 �#(!
�1������
��
���(�
��*H��3;
�������
�!
�&
I��(� �
�)
����)
� 
�>3�L
�&
,*�
0�#�
% ���%��
�# �!#���
#�$��"
����
!��
��
��L-
& ��
��*H��3�
�������
��
I��(� �
�)
����)
� 
�B3�L
�&
,*�3
���� ������)
!�� ���"
����)
���� (!
'���
#�$�
��
��% ��!�
��!
!������"
��
!� $�%�
��!
�1�� ���
�(���%
����3
��
����
�����)
�(���%
����
!� $�%��"
�1���!�!
'���
#�$�
��
 ��%#
��*H�3@
�������)
���
�#�
&�"( �
'���
�� +����
��% ��!�
��
���;.���=3
2#� �&� �)
�#�
 ������
" �'��"
�1�� ���
����
#�!
��$��
�#�
!�� %#
&� 
!�( %�!
��
!� $�%�
��
#�"#� 
��
�#�
�"����
&� 
���� (!3

����
 !� ��(!
 %#��"�!
 '� �
  �"�!�� ��
 ��
 �#�
 !� (%�( �
 �&
��  �'��
&(��!3
2#�
!#� �
�&
<*�
 �!�
��
=�L
& ��
�5L
�&
�#�
�����)
'#���
�� �&����
��$�!�����!
�%%�(����
&� 
����
?L)
��'�
& ��
�>L
��
����3
<������)
��#� 
�1�� ���
����������!)
�3�3
��  �'��"
��
�#�
"��� ��
"�$� �����
���
���+!)
�!
'���
�!
%���� %���
����!)
�%%�(����
&� 
>�L
�&
�#�
�����
���(��)
"���"
��'�
& ��
@BL
��
����3
D�
#�$�
��
+���
 ��
����)
 �#�("#)
 �#��
 �#�
����&�%�����!
 ��
 �#�
 !� (%�( �
 �&
�1�� ���
����
'� �
��!���
%�(!��
��
�#�
!���
�&
�#�
 �������"
>�L
��
���
#	�����,�")
 �!(����"
��
�#�
��% ��!�
��
�#�
!#� �
�&
<*�
��
�����
��  �'��
&(��!
��
=�L3

���
%��%�(!���
�#��
'�
%��
� �'
#� �
�!
�#��
���� (!
!����
 �"� �!
� �$���A�����
�!
�
�( ���
&�!%��
��!� (����
��!����
�&
� �����"
��
�!
�
��%#���!�
��
 ���'
&�1��
�!!��!
���
��#��%�
�#�
%��������$���!!
�&
�#�
��������
�%�����3

FDI and privatization
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FOREIGN INVESTMENTS:
BELTRANSGAZBELTRANSGAZBELTRANSGAZBELTRANSGAZBELTRANSGAZ AND SOMETHING ELSE

Maria Akulova

Summary

The foreign investment pattern observed in 2011 remained almost unchanged
from previous years. Most of the foreign direct investment (FDI) inflow last
year was formed by a single large property sale. The government continues to
perceive privatization only from the fiscal point of view, which curbs the growth
in the inflow of foreign capital into the economy.
The financial downturn complicated the search for investors. The situation
stabilized as late as mid#autumn through efforts of the National Bank of the
Republic of Belarus. Amendments were introduced to the taxation system with
a view to encouraging investment processes.

Trends:

• Foreign capital procurement rates remain low;
• Privatization focuses on the sale of medium#sized and small enterprises;

only sporadic large transactions are allowed;
• Commercial and state banks start floating bonds to raise funds;
• Amendments are introduced to the tax code in order to encourage investors.
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Other external liabilities
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Arrangements to attract external financing and better
the investment climate
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Portfolio investments
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AGRIBUSINESS:
THE NOTORIOUS DEBTOR

Konstantin Skuratovich

Summary

Belarusian agriculture and its agribusiness as a whole succeeded in increasing
exports and improving their foreign trade figures in 2011. However, the country’s
main foreign trade partner, the Russian Federation, accused Belarus of unfair
competition. Russia adopted the national food security concept and imposed
quotas on deliveries from Belarus, thus restraining this country’s efforts to
develop its agriculture.
The problem is fur ther aggravated by the fact that the Belarusian
administration fails to pay sufficient attention to alternative large consumers
of its produce. The capacity of the domestic retail market is limited by low
household incomes. The financial status of many agricultural organizations
is also poor.

Trends:

• Further increase in food exports is limited by the capacity of the traditional
consumers;

• Agribusiness remains the largest nonpayer in the national economy; there
are no prerequisites for improvement;

• The state keeps subsidizing agriculture and provides concessional loans
with a view to further increasing production and exports.

Export: smaller share amid growing output
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Households: resource base shrank
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Subsidies are inefficient, but will remain
in place

�� ��
��
����)
� ���
:���!�� 
:�+#���
:��!��+�$�%#
� �� ��
�#�
"�$� �����
 ��
����
'��#
 �#�
����!
�&
�" �%(��( ��
� "���A�����!)
'#�%#
#��
��
 ����
���H�B3�
� ������
��
����!
�!
�&
*�%���� 
�)
����
���
#��
�%%(�(�����
���H�3�
 � ������
 ��
�$� �(�
�%%�(��!
�������3
�" ��(!���!!
�%%�(����
&� 
;>3?L
�&
�#�
%�(�� �6!
�$� �(�
�%%�(��!
�������)
;�3;L
�&
�#�
�����
��1
���
!�%���
�������!
�  �� !
���
 @@L
 �&
 ���
 ����
 ����!
 ��
 ����3
 2#�
 �� &� ���%�
 �&
 �#�
�" �%(��( ��
!�%�� 
'�!
���
��� �!!�$��
'��#
 �$��(�!
��
���H�@3@
� ������
 0(�
 �53>L
 & ��
 ���?-
 ���
 � ��(%����
 %�!�!
 �&
 ���H�;3=
� ������
 0(�
 ��L-)
 �" �%(��( ��
 � "���A�����!
  ��� ���
 ���
 � �&��!
�������"
 ����
 ���H�3?
 � ������
 0��
 ��% ��!�
 ��
 >=3BL
 & ��
 �#�
� �$��(!
��� -3

2#�!
����!
 &� �!
'� �
!#� �
�&
�����
��
���
 �#�� 
����!)
���
 �#� �
 '�!
 ��
 '��
 &� 
 �#��
 ��
 �� �
 �#�!
 �����
 ��
 ����3
2#� �
'� �
  (�� !
�!
�� ��
�!
<�� (� �
 �#��
�
��$��(�����
�&
�#�
  (���
 '�!
 ���$������
 ���
 �#��
 � �%�!
 ��"#�
 ��% ��!�
(�%��� �������3
 E�'�$� )
 ��
 ���
 %�(��
 ���"���
 '#��
 �&&�%�!
�#�
7&����%���
�( �� �(��9
����%�
'�(��
#�$�3
��
����� ��
�#��
�#�
 ��" ��
 �&
 �(��� !
 %#��"��)
'#���
 �#�
 !� (%�( �
 �&
 ����!
 �������
�#�
!���3

��
 I��(� �8	�$���� 
 ����)
  �$��(�!
 �&
 �" �%(��( ��
� "���A�����!
��% ��!��
@5L
��
�#�
��� 
��
���H�;35
� ������
& ��
���H�;3@
 � ������)
 � ��(%����
 %�!�!
 '���
 (�
 @�L
 ��
 ���H�B3�
� ������
 & ��
 ���H��3=
 � ������)
 ���
 ���
 � �&��!
  �!�
 B53BL
 ��
���H;3�
 � ������3
 �������!
  ��%#��
 ���H�@3@
 � ������)
 (�
 ;>35L
��� 8��8��� )
 �$� �(�
 �%%�(��!
 �������
 ���(����
 ��
 ���H�3?
� ������)
���
 ����
����!
'���
(�
 ��
���H��3�
 � ������3
��$��(�!
� �
!����
'���
���$�
�$� ���
%�!�!)
���
�" �%(��( ��
� "���A�����!
� �
!#� �
�&
�#�� 
�'�
&(��!
��
 ����
����!
0& �!#
���!)
��+��
�(�
��
&����%�
%(  ���
��� �����!-3

��!��
 ��
#	�����
 !����!��%!)
 �" �%(��( ��
 � "���A�����!
 �%%�(��
&� 
�=3;L
�&
�#�
�����
�$� �(�
�%%�(��!
�������
��
�#�
%�(�� �
���
;?3@L
 �&
 �#�
 �$� ���
 ����
 ����!3
 ���� (!���
 &� �!
 #�$�
 �$� �(�

Economy



259258 ���������	
�������

����

��
 ���(��
  �$��(�!
 �&
 �#�
 �" �%(��( ��
 !�%�� 
 0��
��*H;35@
 �������
& ��
��*H>�>
�������-
��
����.����)
"�$��
�#�
&�%�
�#��
����
���
��� �
� ��(%�!
�(��(�
 ��� ���
��
�#�
�&&�%���
!����!��%!
�"��%�
'�!
&� 
��!!
��� �!!�$�3

��!�
����'� �#�
�!
�#�
&�%�
�#��
�#�
!#� �
�&
&���!
��
���� (!6
�$� ���
�1�� �!
��% ��!��
��
?3;L
��
����
& ��
��3@L
��
����/
 ��
��#� 
'� �!)
�#�
&���
� ���
� ���
'�!
�� �%���
����!���
��
�#�
���
� �"������
�������3

Conclusion

��
����)
�#�
�" �%(��( �
:���!� �
�!
!(���!��
��
 ��%#
�
��*H�35
�������
� ���
!( ��(!)
��
��% ��!�
��
��*H�?>
�������
& ��
����3
��
� �� 
��
 ��%#
�#�
�� "��)
�#�
����!� �
'���
#�$�
��
���
����
!��
��
��
�#��
� ��(%�
�1�� �!
��% ��!�
��L
��� 8��8��� )
�(�
��!�
�#��
�#�
" �'�#
��
���� �!
��
B
�� %����"�
�����!
 ��(%�!3

��
���� ����
&�%�� 
��
!���(����
�1�� �!
�!
�#�
��$� !�&�%�����
�&
�#�
 %��������
 !� (%�( �
 �&
 &� ��"�
����
 !(�����!)
 �!��%�����
 �#�
!#�&�
�&
�#�
&�%(!
��
� ��(%�!
'��#
�
#�"#� 
� �%�!!��"
 ���3
�(  �����)
���� (!���
����
 �1�� �� !
��� ���
 �!
 !��("#�� #�(!�!
 &� 
 &� ��"�
%��!(�� !)
'#���
7�����
����
�%%�(��!
&� 
��!!
�#��
>L
�&
�1�� �!)
��
!��
���#��"
�&
!���8&���!#��
����
� ��(%�!39
���� (!
!#�(��
��!�
���
�� �
���������
��
��!
� ���������
�1�� �!)
'#�%#
#�$�
����
��!��"
�#�� 
��!�����!
��
&� ��"�
�� +��!
0&� 
�1�����)
�������!
���
��#� 
$�"������!-3

�F(���A��"
� �%( �����
� �%�!
'��#
���"#�� ��"
 �"���!
�&
�#�
�(!!���
<��� �����
'�(��
��!�
#���
���� (!���
�" ��(!���!!
��% ��!�
��!
 �$��(�!
���
���!�
��!
� �&���������/
#�'�$� )
�#�!�
%��%(������!
!���
��"�%��
����
& ��
��
�%%�(�����6!
�����
�&
$��'3
�&
���� (!���
���
 �(!!���
 � �%( �����
 � �%�!
 � �
 � �("#�
 %��!� )
 ���� (!���
#�(!�#���!
'���
��%���
�� �
$(��� ����)
� ��(%� !
'���
��
&�%��
'��#
��'
!���!
� �����!)
'#�%#
��"#�
#�$�
(�&�$� ����
!�%���
���
������%��
 %��!�F(��%�!3

�(%#
 %��!�F(��%�!
 %�(��
 ��%�(��
 �
 ��'
 (�!( "�
 ��
 &���
��&������3
2#�
����!� �
�(!�
��
�'� �
�&
�#�!
��!!�������
���
�����!
�#��
 � �%�
 ��% ��!�!
 �����
'���
 ���
 #���
 �#�
 !�%�� 3
 2#�
 %�(�� �
����!
��
'� +
��
7 ��(%��"
� ��(%����
%�!�!)
��� ��(%��"
���� �)
��� "�8!�$��"
 !��(����!
 ���
 ����������"
 !� ��"
 ��%#����"�%��
��!%������39

2�
 ��������
 �&&�%��$�
 ��!%������)
 ���� (!���
 �" �%(��( ��
���� � �!�!
 %��
 ��� �$�
 �#�� 
����"�����
 F(�����)
 '#�%#
 ���!

2#�
��% ��!�
��
�1�� �
!(�����!
�&
&���!
'�!
�%%��������
��
�
 ��(%����
��
���� �!3
�����!�!
#�$�
&�(��
�#��
&���
!���!
'� �
� �" �!!�$���
&�����"
��
�#�
!�%���
#��&
�&
�#�
��� 3
2#�
!� (%�( �
�&
������
��
�#��
�� +��
!�"����
%#��"��
� �����%����3
��
�� ��
����)
 �#�
 ���(������
 '�!
 �$� '#�����
 '��#
 ��&������� �
�1��%������!
 ���
 !��%+��
 (�
 ��
 ���"8��$��
 &���
 � ��(%�!3
E�'�$� )
��
�(�(��)
!���!
�&
&���!
&���
��
�#�
��$��
��!� $��
��
�� ��
����3
���%����!�!
�1��%�
 �����
!���!
��
+���
&�����"
��
�#�
&� !�
!�1
����#!
�&
����
�!
�
 �!(��
�&
�#�
%��!(�� 
����
 �%� ���
��
�#�
&� !�
�# ��
F(� �� !
�&
����3
:�!�
 �����
%�������!
��
���
�1��%�
��% ��!�!
��
����!��%
%��!(�� 
������
��
�#�
&� �!������
&(�( �3

E�'�$� )
���� (!���
� ��(%� !
#�$�
��
�%%�!!
��
��#� 
�� +��!)
� )
��
��
�� �
� �%�!�)
��
���
�$� 
��$��
�#�
'��
&� 
���� (!���
&���
 �1�� �!
 ��
 ���� ����$�
 &� ��"�
 �� +��!3
 2#�
 ���� (!���
�(�#� ����!
 '� �
 ��$������"
 �#�
 �%%�!!
 ��
 �� +��!
 �&
 �1���%
%�(�� ��!)
 '#� ��!
 �� ��� !#��
 � ���!��!
 & ��
 %��!�
 �( �����
���"#�� !)
�!��%�����
�#�
&� �� 
��%����!�
%�(�� ��!)
'� �
!�����
�"�� ��3
2#�
 &� �� 
��$���
���%
 !�� ���
 ����" ����"
 ����
�( ���
��
�������"
�( �����
� ��(%����
���
� �%�!!��"
!����� �!)
'#���
���� (!
 � ���
 ��
 !( $�$�
 ��
  �!� $��"
 �#�
 ��!�
 ��$���
 � �%��%�!)
�3H�3)
�#�!�
'#�%#
'� �
%��!��� ��
��!�
�&&�%����3
���� (!
#�!
������
!(%%�����
��
��� �$��"
�#�
F(�����
�&
 ��!
� ��(%�!)
���
�(!!���
%��!(�� !
�&���
� �&� 
���� (!���8����
&���!
��
�#�!�
����!��%����
� ��(%��3

2#�
���� ��������
, ���
D��+
�� ���)
�#�
'� ��6!
�� "�!�
�1#�8
������
�&
�" �%(��( ��
���
&���
%�������!)
'#�%#
���+
���%�
��
����)
&���( ��
�
#	����'�	���
!����)
'#�%#
�&&�%�����
 �� �!�����
���� (!
'��#
��%�#���%
��$� �"�!
����
��
&�$�
��!����� ��!
���
&���
%��%��8
� ���!
����
'��#
�#�
(!�
�&
!��(����!
��$������
&�&��
��� !
�"�3
��
�#�
 !���
 ����)
 �(!!��
 #��
 �#�
 !�%���8�� "�!�
 !����
 ��
 �#�
 �1��
0�&�� 
,� ����-
���
�&&�%�����
����(�%��
��!
��������
��
��%���
�
������"
"�����
&���
�1�� �� 3

���� (!
 #�!
 ����
 ��!��"
 ���#
 �1�� ���
 ���
 ���� ���
 �%�����%
��%����$�!
 ��
 �#�
 ��$��������
 �&
 ��!
 �" ��(!���!!)
 C(�"��"
 ��
 �#�
%(  ���
!���(!
�&
�#�
�" �%(��( ��
!�%�� 
���
��!
� �!��%�!3
2#�
�&&�%���
�(�#� ����!
  �C�%�
 ���
 % ���%��
  ��� +!
 %����"
 ��% ��!�!
 ��
 " �!!
� ��(%����3
E�'�$� )
�#�
" �'�#
��
" �!!
�(��(�
�!
�%#��$��
��!���
�# �("#
 %#��"��"
 &���
 � �%�!)
'#�%#
  �!�
 �$� �
 ��� 
 �(�����"
 ��
��% ��!�!
��
%�!�!
�&
 �'
���� ���!
���
��� "�
!�( %�!3
2#� �
�!
��
��#� 
�1���������
0�1%���
�#�
� �%�
&�%�� -
�&
�#�
!�$��8&���
��% ��!�

Economy



261260 ���������	
�������

����

APPENDIX

���
  �F(� �
 �� �%�
 &����%��")
 '#� ��!
 %�!�8%(����"
 ���
 ��� "�
�&&�%���%�
'���
 ���
 ��
'��#�(�
 �#�
 �%F(�!�����
 �&
 ��'
��%#���!
���
!��(����!3

2#�
����(�8
 ���
 �$��
 !#� �8�� �
 � �!��%�!
 �&
 ���� (!���
�" �%(��( �
������
����!�
���� ���
��
������%���!
���
��
'#�%#
����%�
'���
 ��������
 ��
 �#�
 ��$��������
 �&
 �#�
 ��������
 �%�����
 �!
 �
'#���3
�!
&� 
�" ��(!���!!
!��%����!�!)
�#��
���
�#�
��!�
�#��
%�(��)
���
"�$��
�#�
& ���'� +)
 ��
'#�%#
�#��
#��
��
'� +)
�#��
���
�
� ����
"���
C��3



263262 ���������	
�������

����BISS  Trends

(������������

#%  
 �	���
 � �!���!
 �
 F(� �� ��
 �����!�!
 �&
 �#�
 +��
 ������%��)
�%�����%)
 !�%���)
 &� ��"�
 ����%�
 ���
 %(��( ��
 ��$��������!
 ��
%������� � �
���� (!3
2#�!
� �C�%�
�!
��
�������
��
l�� ��
'� ���"m
���
� ��%��$�
%������������
%��%� ���"
�#�
�$���!
�#��
��"#�
��
�$� ���+��
 �!
 ��'8� �&���
 � 
 ��!�"��&�%���
 & ��
 �#�
 � �!���8���
�� !��%��$�)
�(�
#�$�
�
���������
&� 
� �""� ��"
��8����#
&(���������
� ��!&� ������!
��
�#�
%�(�� �3

#%  
�	���
�!!�!!�!
%#��"�
 ��#� 
�#��
!���(!)
���������"
��
����� ���
�#�
$�!���
�&
!����#��"
�#��
�!
(���$��(!
��'3
�
!� �
�&
�
%# ���%��
�&
'#��
#�����!
#� �
���
��')
#%  
�	���
 ���+!
 ����
�#�
&(�( �
���
"�$�!
��
��!�"#�
����
�#�
%�(�� �)
��
'#�%#
'�
'���
��
��$��"
����  �'3

#	�������
 -	�����
 PXYY
 � �!���!
 �#�
 #%  
 �	���
 �!!(�!
��%����!!��"
�#�
�� ���
& ��
:� %#
����
�# �("#
*�%���� 
����3
2#�
 ��� 
 ����
 %��
 �!!��������
 ��
 %#� �%�� �A��
 (!��"
 �#�
 �� �!
�����)
������'�)
 	,	��3
 2#�
 �$���!
 �#��
 ���+
 ���%�
 ��
 I��(� �8
<�� (� �
 ����
 � �
��!% ����
 ��
#	�������
-	�����
 PXYX
.
 �#�
��"#�
�&
�?
*�%���� 
����
���
�#�
�$���!
�����������
&����'��"
��
� �����%����
%#��"��
�#�
%�(�� �
���
��%#
�&
�#�
������ ��
� ���!3



265264 ���������	
�������

����

EXECUTIVE SUMMARY

Deterioration, setback, recession – there are hardly any other words to describe
the five trends we monitor. It seems time was running faster in the spring of 2011:
trials of political prisoners, Minsk metro bombing, full#scale currency crisis,
Belarusian ruble devaluation…

The general pessimism tends to reveal the things that used to be vague and
doubtful. Firstly, the Belarusian regime is hardly able to pursue even a cosmetic
democratization; secondly, the government is not ready to undertake the necessary
economic reforms, still keeping to the previous inefficient model; thirdly, the
Belarusian authorities are short both of the action plan to surmount the crisis (to
say nothing of a strategic vision of the country’s sustainable development in the
long run) and a professional team of top managers. Furthermore, the regime proved
helpless when faced with spontaneous social protests, which occur because of
the price hikes, absence of foreign exchange and major changes in welfare patterns
of an average Belarusian.

In the political liberalization and democratization domain, the setback is quite
significant. Repression has affected almost all spheres of life of Belarusian society.

Instead of the promised economic liberalization, the authorities have made a
huge step back. The government has reestablished administrative levers, the so#
called “manual control” of economic processes, in order to stabilize the situation
in the country.

When it comes to the quality of governance and rule of law, we observe
selective enforcement, which represents a throwback from the previous
period.

The geopolitical trend is still characterized by (at the very least) a pause, or
“timeout”, as President Lukashenka put it, in Belarus’ relations with the European
Union; and the growing gravitation of Russia, which, amid the shortage of balance
from the West, imposes new rules of the game on the Belarusian president.

The repression aimed against civil society has eventually had a serious impact
on the country’s culture policy. “Black lists” of unwanted musicians and writers
prompt a sad return to the darkest USSR times.

(# 6) March�May 2011

SYMBOLS USED IN THE REPORT:

� � progress (upward trend)
    — status quo
— � minimal progress
— � minimal regress
     � regress (downward trend)

Belarusian Institute for Strategic Studies

BISS  Trends (# 6) March*May 2011
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This trend is also characterized by the rhetoric of a “besieged stronghold”,
domestic witch#hunt and low activity of the opposition, which makes further de#
liberalization step#up unnecessary; it would be sufficient to keep up the current
fear of repression in society and “weed out” civil society institutions once in a
while.

Starting December 19, 2010, a new system of interrelations within the regime
has been formed. It is characterized by a crackdown within the state authorities,
priority status of political security of elites and disregard for national economic
issues as matters of secondary importance. After April 11, the regime has
consolidated and gained internal stability.

Description of key events that define the trend

The key events include the financial and economic crisis, step devaluation
and galloping inflation, and the April 11 metro bombing. They are all beyond the
“liberalization – de#liberalization” trend, however, their influence on the trend is
considerable.

The politically motivated trials became landmark events for the spring of 2011.
By June 1, Belarusian courts had completed 13 trials and passed sentences on
those involved in the December 19 events. Forty#three people were given prison
sentences, and about 20 people were either accused or suspects as of the first
day of summer.

The fact that the list of convicts included five former presidential candidates,
and three of them – Mikalai Statkevich, Dzmitry Uss and Andrei Sannikau – have
been given long sentences in prison (from five to six years) is unprecedented. The
sentencing of a few former presidential candidates at once is unheard of and
seems impossible not only in Europe, but also in the entire former Soviet Union
and even in the entire world. This turn of events will be shaping the attitude to
Belarus on the international scene for years.

As for the impact on the internal policy, neither the early parole of the political
prisoners, nor the liberalization and democratization efforts will ever offset the
detrimental effect of the trials on the development of the national political system.
The sentences imposed on the former presidential candidates have doomed any
“color revolution” plans and any attempts to build a “controlled democracy” model
in the medium term. The adverse impact of the sentences can only be compared
to the disappearances of opponents to the current regime.

Description of additional events

The Minsk authorities turned down the applications for traditional events that were
allowed in previous years, for example, the Day of Will (Freedom), banned or interfered

Trend 1
Political liberalization / political democratization �

Was the forecast made in the previous issue of BISS Trends
accurate?

The forecast that the de#liberalization peak would be observed in February,
and the level of repression would go downward from there, was not accurate. The
de#liberalization processes are as intense as they used to be, although the emphasis
has been somewhat shifted. Alongside the increase in the number of political
prisoners (which was predicted), new manifestations of limitations of civil rights
and freedoms were recorded.

Limitation of the freedom of assembly reached its peak in March#May 2011,
which was not part of our forecast. The previous report mentioned NGOs and
political parties as the likeliest targets for repression, rather than the media.
However, repression against the media proved more severe than against other
civil society institutions.

Justification for the new trend

The completion in spring 2011 of the politically#motivated trials of those
involved in the notorious December 19 case seemed to have closed the chapter
on the escalation of repression and crackdown in Belarusian society. The high
level of intimidation in society was attained through blatantly severe (up to six
years in prison) mass (dozens of sentences) verdicts.

The country has therefore entered the period of economic predicament
amid the total weakening of the opposition. Opposition structures suffered
enormously as a result of the presidential election, and activists who managed
to stay out of prison are now busy restoring opposition institutions and are
making little use of the escalating protest moods and favorable environment
to criticize the regime.

The Minsk metro bombing of April 11, 2011 could have started a new wave of
repression, but nothing happened (although a few opposition activists were
detained and interrogated in connection with the terrorist attack, including the
former leader of the youth wing of Party Belarusian Popular Front Ales Kalita).
Since approximately the beginning of May 2011, the situation with limitation of
freedoms in Belarus has remained at the same level, albeit quite high. The April 11
blast became a sort of a symbolic benchmark indicating a change from a very
high level of repression to a period when the pressure has turned into a routine,
and the most serious de#liberalization phase seems to be coming to an end.
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expressed by many civil society organizations. The Justice Ministry said it was
ready to take into account the public opinion when finalizing the bill, including its
provisions expanding the application of registration by declaration, mitigating the
liability for the activity of unregistered organizations and simplifying the registration
of legal address for non#profit organizations.

Brief forecast for the next quarter

The summer of 2011 does not seem to have great potential for democratization
or liberalization developments in Belarus. One should not expect a release of
political prisoners, or alleviation (to say nothing of the abolition) of the established
practice to disallow all mass events, or easier NGO and party registration rules.
Even insignificant deviations from the policy of total crackdown (such as a decision
to leave the remainder of the independent media alone or non#sentencing of the
remaining suspects in the December 19 case) would not mean a suspension or
reversal of the de#liberalization process. One should expect slow, latent processes
paving the way for a new period of liberalization before talks begin over a resumption
of the economic cooperation between Belarus and the West.

Brief forecast for 2011

The likeliest scenario for the year is the gradual transition of the Belarusian
regime towards readiness for dialogue with the West. The regime will demonstrate
its consent to “pardon” the most significant prisoners of conscience (not all of
them, though) and refrain from further attempts to finish the half#smothered
opposition. The state may once again mention possible adjustments to the election
regulations prior to the parliamentary elections of 2012 and may even speak about
the possible introduction of the proportional election system. The real reform of
the election process is quite unlikely, and there will be no change to the proportional
election system for sure.

Trend 2
Economic liberalization �

Was the forecast made in the previous issue of BISS Trends
accurate?

The forecast we made in March was accurate, and we are a bit sorry, because
we predicted a step devaluation of the national currency, forced search for external

with indoor meetings and conferences, for instance, a presentation of Uladzimir
Matskevich’s book, seminar in the town of Zhodzina, roundtable meeting addressing the
Interior Ministry’s reform in Minsk, and concerts of unwanted rock bands.

It was the freedom of assembly that has seen most restrictions. People were
allowed to take part in the Chernobyl Shliakh (Path) event (authorized as a meeting,
not the traditional march) only after they passed through metal detectors and searched.
Vesna (Spring) human rights center recorded over a hundred cases of politically
motivated administrative detentions; in 13 cases, courts sentenced the detainees to
administrative arrests (as a rule, under far#fetched pretexts of disorderly conduct).

Some opposition activists were reported to have been detained, interrogated
and arrested in connection with the April 11 Minsk metro bombing. The president
said there was a possible connection between terrorists and the political opposition,
although those words did not trigger a new opposition persecution campaign.

The Information Ministry issued a number of warnings for independent media
and finally filed lawsuits to shut down Nasha Niva and Narodnaya Volia newspapers.
This could be a severe blow on the freedom of speech in Belarus. Even the online
freedom of speech encountered restraints: it was the president that gave a cue to
limit the freedom of speech in blogs and social networks. A few cases of restrictions
of access to some websites in state institutions were registered; blogger Yauhen
Lipkovich experienced well#organized badgering.

When it comes to the freedom of association, the situation is stagnating.
There are some indications that the moratorium on the registration of institutions
by way of declaration (as opposed to licensing and authorization) has weakened.
However, some organizations have come across habitual denials (Youth Association
“Impulse”, Association of Belarusian Litvins, Kobzar Association of Baranovichi
Ukrainians, Volunteerism Promotion Center, Cultural and Outreach Public
Organization Golden Lion, etc.). In the case of the Volunteerism Promotion Center,
an attempt to recruit the head of the organization was reported during the
presentation of the documents for registration, in a bid to use the Center as a fake
NGO to lure grants from foreign funds. Article 193#1 of the Criminal Offenses
Code is still used, but mostly as warnings. Warnings were issued for head of
Vesna human rights center Ales Byalyatski, members of Malady Front (Youth Front,
registered in the Czech Republic), of the unregistered party Belarusian Christian
Democracy and some unregistered religious organizations.

Description of events contradicting the trend and why they do not
change the trend

As expected, the contradictory bill “On non#profit organizations” was not
submitted to the House of Representatives at the set date because of the negative
verdicts of some agencies that conducted its reviews and, maybe, due to concerns
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Prime Minister Mikhail Miasnikovich said Belarus would reach an equilibrium ruble
rate in two steps: the first one would be to reduce the “grey” exchange rate, and
the second one would unify all rates. The first phase was carried out on May 23;
however, both the National Bank and the government must have miscalculated
the real depreciation level of the ruble and went short of the true equilibrium rate.
The thing is that the government was trying to compute the equilibrium rate based
on statistics of the Interbank currency exchange, however, since the exchange
had been given verbal instructions to keep to certain limits, all transactions were
reported at lower rates, while in reality there were schemes enabling transactions
at much higher rates, hence mistakes at early stages of equilibrium rate
computation.

As a result, the exchange rate was unified at a level below the real market rate
(with the same 2% band around the basket parity), and the situation was even
worse than before the devaluation decision, when there were multiple rates. The
statement of the president that the ruble would not depreciate any more leaves
the only chance of depreciation within the allowed 12% band this year. It means if
there is no political will to reach the real equilibrium rate, the situation will have to
be supported with purely administrative crutches.

To find a way out of the situation, the authorities adopted the “Action plan of
the government to ensure a balanced development of the economy in conditions
of adjustments in the official rate of the Belarusian rubles” (hereinafter the Plan),
which many experts believed was a plan for the EurAsEC. The Plan is a symbiosis
of liberal and anti#liberal measures, because the government found itself in a
situation when it was incapable of saying b after it made up its mind and said a.

The Plan has positive sides, especially a provision on the stabilization of the
financial system, which envisages a curtailment of budget expenditures, reduction
in the investment program by 30%, budget cuts and revision of housing construction
volumes. However, the following provision on the stabilization of the situation on
the currency market suggests measures to increase the share of foreign exchange
in currency circulation and cancel preferential surrender of currency proceeds within
the 30% limit (previously, the president could allow selected companies to sell less
foreign exchange proceeds at the official rate). These measures are needed only in
case there are doubts that the equilibrium rate has been attained; otherwise mandatory
currency surrender is not required at all. Furthermore, the government issued a
ruling allowing companies to include exchange rate differences in costs. It means
the government is morally ready to reestablish the multiple rate system in order to
re#launch the Interbank currency exchange.

One consequence of the unification of rates settled at a non#market level was
a panic demand for exportable commodities, which stripped the domestic market
of many marketable goods because of price disparities. It is profitable to sell
everything outside the country and sell nothing domestically.

borrowing to salvage the Belarusian economy and case#by#case privatization of
some enterprises… The only forecast that did not come true was the one about
simpler business rules for small and medium#sized enterprises, although there
are definite preconditions for these modifications. This trend was temporarily
affected by the currency crisis.

Justification for the new trend

In the period March 1 through June 1, Belarus observed a marked de#
liberalization of economic regulations, as well as unscrupulous use of administrative
levers. We believe the administrative measures contributed to the deterioration of
the crisis, as they pushed the economy deeper into a trap, instead of leading it out
of the crisis.

Description of key events that define the trend

Belarus tumbled into a full#scale economic crisis resulting from the
government’s populist macroeconomic policy conducted in the past few years,
shortage of fiscal discipline, damaged trust in the national currency after the
December 19 election amid the promised wage push to an equivalent of USD 500
a month prior to the election, and the huge foreign trade deficit. As of today, the
Belarusian government pins high hopes on the IMF loan as a lifebuoy capable of
preventing a collapse of the Belarusian banking system and full#scale default.

In all appearances, foreign loans will be used to “postpone” the crisis instead
of eradicating the reason for the crisis. The following factors prove this assumption:
(a) insufficient devaluation of the Belarusian ruble (the NBB must have opted for
one of the poorer methodologies to calculate the equilibrium rate of the Belarusian
ruble); (b) absence of political will to pursue structural reforms; (c) lack of strategy
and action plan (which is apparent from the package of “anti#crisis measures”);
(d) lack of a professional team; and e) shortage of substantial loans from the
EurAsEC.

We will start with the final point – the EurAsEC loans. The credit line opened
to Belarus cannot change anything, given the scale of the crisis. The gradually
deteriorating lending terms, partition of the lump#sum loan into installments to be
provided within three years and a half, accompanied with privatization demands
totaling USD 7.5 billion indicate that Russia is not ready to save the Belarusian
economy free of charge. The amount provided to Belarus (provided via an
intermediary) is unable to resuscitate the cash currency market, given the
accumulated demand of the population and companies for foreign exchange.

Paradoxically, the situation that developed after the May 23 devaluation proved
even worse than the state of things before the devaluation move. On May 20,
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Brief forecast for the next quarter and 2011

The program adopted by the government is an attempt to conserve the
recession, to slow the fall. It will not resolve economic problems, but turn the
wildfire into smolder. This program, alongside the USD 800 million EurAsEC loan
installment, is expected to help the economy linger until the first tranche of the
loan from the IMF. There are no options for Belarus now (other than the sale of
assets).

Belarus is very likely to receive new loans from the IMF, but the main problem
for the Fund is the lending terms. It needs to formulate lending conditions in a way
to avoid political wording, but eventually bring about both political and economic
transformations.

Privatization is inevitable. The main question is how exactly it will be
conducted. On the one hand, Russia is interested is a non#transparent privatization
(the Belarusian authorities would not mind it, either) to acquire Belarusian assets
without competition. The IMF, on the contrary, is interested in having all sales as
transparent as possible, that is, via open tenders and auctions.

Trend 3
Quality of governance and rule of law —�

Was the forecast made in the previous issue of BISS Trends
accurate?

As had been expected, the government approved the action plan to
implement Directive № 4 “On the Promotion of Entrepreneurial Initiative and
Encouragement of Business Activity in the Republic of Belarus”. But the
simultaneous currency and consumer price crises showed the imperfection of
coordination patterns in the Belarusian state authorities when sensible concerted
actions are called for. The “manual control” of the economy without a clear
strategy proved inadequate yet again, whereas trials and sentences passed on
those involved in the December 19 events showed the real face of the Belarusian
justice system.

Justification for the new trend

Prodded by the economic crisis, the authorities stepped up efforts to
implement Directive № 4. However, the activities designed to reduce state
domination in all spheres of life and lend more rights to private ownership were

In a situation when all these internal imbalances accumulate, and it is impossi#
ble to deal with emerging problems using market instruments, administrative levers
appear to be the only pillars the authorities can rely on. How are they used? The
government compiles lists of products, assigns operators responsible for
availability, forms a de facto monopoly on the consumer market, because the
importers that cannot officially buy exchange on the Interbank market will soon
get extinct.

In a situation when foreign exchange for importers is rationed, state operators
will be determining the range of goods available in stores, hence inevitable non#
equilibrium rise in prices for tradable. Prices for goods that can be exported will
rise even more than prices translated using grey exchange rates. It is likely that
the institute of special importers will reappear in Belarus, the government will
demand that importers and retailers provide a set range of commodities and make
believe that prices are controlled; however, prices will be raised using administrative
leverage under the pretext of disparities.

Description of events contradicting the trend and why they do not
change the trend

First of all, the Plan has a section that is said to cover measures to protect
the population: public sector employees will see their incomes indexed, and
pensions and educational allowances will be raised. However, a detailed
analysis of the document shows that the government is getting ready for a
possible increase in unemployment. Sooner or later, the government will have
to undertake a restructuring of enterprises, which means workforce will be
released. The government is trying to expand the system of targeted housing
subsidies, a move that was not resorted to back in 2009, when the authorities
implemented an economic program under a Stand#By Arrangement with the
IMF.

Secondly, individual entrepreneurs will be allowed to hire workers who have
been released or dismissed. This means the government is preparing a legal
framework to create new jobs for released labor force. New jobs can only be
created by private businesses, and in this context the authorities will not do without
labor market liberalization.

Thirdly, Belarus is ready to start selling its assets. In spring, there appeared
the first media reports that Belaruskali potash maker would be sold to tycoon
Suleiman Kerimov. A. Lukashenko evaluated 100% in Belaruskali at USD 30 billion,
and a controlling stake was offered to Kerimov for USD 15 billion. Furthermore,
Belarus is getting ready to sell the remaining 50% in Beltransgaz to Russian gas
giant Gazprom for USD 2.5 billion. These attempts may hardly be tagged as
“liberalization”, though.
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Description of events contradicting the trend and why they do not
change the trend

One event that clearly contradicted the trend was the “agreement on curbing
the increase in retail prices” reached between the Minsk City Executive Committee
and large retail chains working in the capital city. The deal, which any antitrust
regulator would naturally condemn as a move to restrain competition, was signed
by around 20 commercial companies not without administrative pressure.

The contradictory trials in the framework of the criminal case of “mass riots”
instituted against those involved in the December 19 events are also indicative of
a major setback in the domain of symmetrical law enforcement in Belarus.
Punishments for crimes stipulated in the same article of the Criminal Offenses
Code varied depending on critical remarks each specific person made about the
state authorities and political pressure on the regime coming from abroad.

Brief forecast for the next quarter

New regulatory acts to discourage monopolies and promote competition,
introduce flexible employment forms, change the principles of healthcare financing,
launch a pension reform, protect property rights, ensure irreversibility of
privatization, simplify land provision to entrepreneurs and administrative
procedures, as well as to simplify tax and accounting regulations are expected to
be prepared by the end of the second quarter. The quarter will result in numerous
proposals, projects and programs, which, after all concerned parties have approved
them, which will take quite a long time, will be implemented within the next 12
months. In summer, we will likely get regular updates on the progress of the
lawmaking process, often concealed and unavailable to an outward observer.

Brief forecast for 2011

Because of the general deterioration of the economic situation and indications
of social tensions, the administration of the state will have to not only declare a
“year of enterprise”, but also create favorable terms for doing business, with
transparent conditions and legal equality of all market players, private and state#
controlled.

We should not expect that this process will be efficient and irreversible.
Because of the gained momentum and for fear of losing control of market entities,
the state will keep interfering with their activities by using directive methods. By
the way, the very term “directive” is naturally opposed to the notion of
“liberalization”. In 2011, we will see what this symbiosis of liberalization measures
expressed in directive rulings will bring us. If the situation in the country remains
manageable this year, the trend of the “controlled liberalization” with carefully

taking place amid the general crackdown in currency, import and price regulations,
as well as flagrant selectiveness of the justice system regarding the participants
in the December 19 events. All these factors characterize the trend as the absence
of progress/regress.

Description of key events that define the trend

The main event in the period we monitored was the Action Plant to implement
Directive № 4, which must be carried out in 2011. The Plan incorporates 133
arrangements, including the adoption of specific regulatory acts, drawing up of
projects, proposals and programs to further improve legislative practices, as well
as information and media efforts to popularize the ideas of Directive № 4. According
to the state media, the authorities are working 24/7 to implement the Directive. A
few documents have been adopted, however, we have seen no results whatsoever
in such areas as the protection and development of private ownership, improvement
and streamlining of controlling and supervisory activities, promotion of Public
Private Partnership, and ensuring of consistent regulations and high quality of
newly drafted regulatory legal acts.

We admit, though, that it is not yet the end of the second quarter, and it is by
the end of June that 90% of all proposals on regulatory changes are supposed to
have been made.

Description of additional events

Some provisions of the Action Plan have already been implemented.
Ordinance № 181 of the president abolished the compulsory application of the
unified wage scale by private organizations and joint ventures. The number of
mandatory primary accounting documents was slashed to eight from 1,600.
From now on, companies themselves, not the state, will approve the procedures
for the use of most of the accounting documents, their format and information
to be filled, although the minimum required set of data will have to be entered.
On April 14, the government approved the limited list of commodities, operations
and services with prices regulated by the state. The move seriously simplified
price formation and enabled economic entities to pursue an independent price
policy. However, as early as May 28, an additional list of socially significant
commodities subject to temporary price regulation by the state for up to 90
days was adopted.

The Program for the development of the securities market and Program of
innovation development for 2011–2015 adopted by the government in the analyzed
period are commendable; however, they should have specific results to be called
efficient.
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crisis. Nevertheless, this did not stop the Kremlin from safeguarding its ally against
the application of the “Moscow mechanism” of the OSCE.

It appears that after the presidential election of 2010, we should be speaking
about a trend towards a stronger self#isolation of Belarus rather than another
geopolitical turn from the West to the East.

Description of key events that define the trend

On March 21, 2011, the EU Foreign Affairs Council decided to extend the list
of Belarusian officials who are denied entry to the EU by adding 19 more names to
the list (mostly judges and prosecutors, as well as rectors of Belarusian
universities).

Minsk’s response was not long in coming: on March 22, Foreign Ministry
Spokesman Andrey Savinykh announced that a similar list of EU officials was
prepared in Belarus to deny them visas. According to Savinykh, the list “includes
the persons who pursue destructive activities regarding Belarus and damage
international cooperation”1.

The “Belarusian issue” was once again on the agenda of the Council of the
European Union on April 12, but no official decisions were made, despite earlier
reports that it was at that session that targeted economic sanctions could have
been slapped on Belarus.

May 3 saw the completion of the lengthy poignant process of the creation of
Euronest Parliamentary Assembly, the parliamentary component of the Eastern
Partnership. On that day, the inaugural meeting of the Assembly was held without
a Belarusian delegation, despite the positions of parliamentary delegations of six
EaP members. The long debate over Belarus’ representation in that parliamentary
structure was therefore over. Amid the general crisis in Belarusian#European
relations, the non#invitation of Belarus did not shock anyone, but the Belarusian
authorities were disgruntled.

The Council of the European Union got back to the “Belarusian issue” on May
23 and added 13 new names to the list of persons subject to travel ban. The
expected economic sanctions were not imposed. European politicians must have
had concerns that additional punitive measures would escalate tensions between
Minsk and Brussels even more.

On May 18–19, Minsk hosted a series of summits of former Soviet Union
integration bodies, where a stabilization loan for Belarus from the EurAsEC Bailout
Fund was preliminarily agreed. The Russian side made a large#scale privatization
in Belarus an essential condition for Belarus to receive the loan.

1 См.: http://belapan.com/archive/2011/03/22/458013/

measured injections of liberalization regulations will continue. If the current system
persists, one should not expect improvements in the law#enforcement process in
general and consistency of legislation in particular.

Trend 4
Geopolitical orientation

Pro�European vector �

Pro�Russian vector �

Was the forecast made in the previous issue of BISS Trends
accurate?

Our forecast came true. The relations between Minsk and Brussels did not
change; Belarus focused entirely on resolving internal problems. The trials of the
former presidential candidates and other participants in the December 19 events
and unreasonably severe sentences caused a number of critical statements by the
EU and governments of EU member#states.

Justification for the new trend

The geopolitical pattern that Belarus found itself in after the presidential
election has changed very little. The relations with the European Union stay at a
very low level. Throughout the period in question, the EU held internal debate over
the possible introduction of targeted economic sanctions against designated
Belarusian enterprises, however, the Council of the European Union did not approve
those proposals.

Belarus has been shut out of the processes taking place within the Eastern
Partnership. The politically motivated trials and insults that President Alexander
Lukashenka hurled at the EU leaders aggravated the already tense relations with
the West.

Belarus is still under a great pressure from Russia, which it cannot offset
with any counterbalance in the West. At the same time, the Russian administration
is eager to take its relations with the Belarusian authorities to a multilateral track.
Furthermore, Russia made privatization in Belarus an essential condition to provide
a stabilization loan, which almost equalized the “political price” of the Russian
loan with the “political price” of the IMF loan. The Russian leaders have repeatedly
criticized political repression in Belarus, and the Russian media were quite far
from using delicate diplomatic parlance when covering the Belarusian economic
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Brief forecast for 2011

The Belarusian authorities will be doing their best to return to dialogue with
the EU in order to be able to offset the gravitation of Russia and procure additional
sources of financing. The economic crisis may substantially speed up this
process.

The next parliamentary elections are due in 2012, which means the
Belarusian authorities will have to address foreign political problems to deal
with the legitimacy of the Belarusian parliament in the eyes of the European
Union at a later phase. On this basis, this autumn and winter will likely witness
the commencement of talks over a restoration of the full#scale dialogue between
Minsk and Brussels.

Trend 5
Culture policy: regress of liberalization � and Europeanization
trends �

Was the forecast made in the previous issue of BISS Trends
accurate?

The main trends of the second quarter of 2011 met our expectations: the
authorities went on with repression and as good as halted the dialogue with civil
society. The period of liberalization in the culture domain is over. The discord
between attempts to establish connections with European cultures and consistent
pressure on representatives of informal culture domestically is getting more
distinct.

The authorities clearly have a distorted vision of the specific nature of
Belarusian culture and its Europeanization. In the former case, the regime is
unwilling to give up the established rules of the game in the cultural landscape of
the country, whereas in the latter case, Europeanization is reduced to an increase
in communication with representatives of the European cultural tradition and
attempts to rectify the negative image of the state. The inadequacy of this strategy
is growing more evident; for instance, the inclusion of well#known British, American
and Russian actors, musicians, directors and playwrights in Belarusian “black
lists” naturally provoked an increase in criticism of the Belarusian regime in the
European and American theatrical and cinematographic circles.

There has been an apparent throwback in the process of culture liberali#
zation, which discredits the previous efforts of the state to fit it into the Euro#
pean context.

Description of additional events

Belarusian#European relations faced another shock on April 26, when President
Lukashenka, asked why he had not been invited to Chernobyl anniversary events
in Ukraine, called European Commission President Jose Manuel Barroso a “bastard”
and the Ukrainian leadership “lousy”. It seems Lukashenka was hurt that Viktor
Yanukovych had preferred the European Commission president to his northern
neighbor (there were reports prior to the meeting in Ukraine that Barroso only
agreed to come if Lukashenka was not around).

As for Belarusian#Russian relations, there were a few diplomatic mishaps.
Firstly, there was a scandal over an alleged illegal casino operating in the premises
of the Belarusian Embassy in Moscow and official request of the Russian Foreign
Ministry to Belarusian counterpart to comment on those reports; and secondly,
there were two official statements of the Russian Foreign Ministry regarding the
detention and following expulsion from Belarus of Russian human rights activists.
Furthermore, the Russian media actively provided alternative information about
the investigation of the Minsk metro bombing and state of things on the Belarusian
money market and economy as a whole.

Description of events contradicting the trend and why they do not
change the trend

Despite the generally unfavorable background of Belarusian#European
relations, Alexander Lukashenka spoke a few times about getting back to dialogue.
In his annual address to the parliament and the nation on April 21, A. Lukashenka
said Belarus had taken a “time#out” in its relations with the EU, but “this timeout
won’t last long, because we need each other”. Furthermore, he noted that Belarus
was “susceptible to universal European values”. On May 9, Lukashenka told
reporters “Belarus is open to dialogue with Europe”».

Brief forecast for the next quarter

The foreign political situation is unlikely to change significantly. However,
because of the deteriorating economic situation, additional financial assistance
will be called for, and the pro#European rhetoric of the Belarusian authorities will
likely grow stronger, while officials will conduct exploratory talks with a view of
getting back to dialogue.

The relations with Russia are likely to get sour because of the Kremlin’s
unwillingness to stabilize the Belarusian economy and growing pressure on
Belarus to expedite the privatization of assets that Russian capital is
interested in.
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independent media resources, which are to a great extent aimed at preserving the
distinctness of the Belarusian cultural landscape (shutting down of Avtoradio FM
station and warnings issued for Narodnaya Volia and Nasha Niva). In turn, the
Culture Ministry ignores any conflicts between public authorities and civil society.

Description of additional events

The setback in the country’s culture policy is manifested not only in the events
we described above, but also in the absence of a qualitatively new development
program that would contain basic European principles and values: the freedom of
creativity, autonomy of artists, minimum role of the state in the determination of
the pricing policy of culture products, etc.

It is for a good reason that most of the culture development indicators in the
culture promotion program for 2011–2015 are quantitative parameters. The regime
is still willing to regulate the culture sphere using directive methods. The Culture
Ministry is eager to meet quantitative targets: for instance, in the next five years,
reconstruction and restoration must be completed at 50 entities; however,
specialists have doubts about the quality of work.

The pompous celebration of Victory Day on May 9 also shows the inability of
the authorities to give up the manipulation of the Soviet mythology and rhetoric of
the Great Victory, which form the cornerstone of Belarusian ideology. Alexander
Lukashenka on May 9 drew a connection between the events of the Great Patriotic
War and current isolation of the country. Indicatively, ambassadors of European
states were not invited to the celebration. The Europeanization vector in Belarus’
cultural policy is to a great extent contextual and is designed to serve short#term
purposes. The exploitation of the Victory topic and Belarus’ merits during WWII
by the Belarusian authorities aims at seeking a sort of grace in a difficult economic
and political environment.

The unsuccessful performance of the country at the Eurovision song contest
is also indicative: the authorities interpreted the fiasco of the Belarusian performer
in the context of the conflict with the political administration of the European
Union. However, under the circumstances, the reason for the failure was rather a
peculiar conflict between Belarusian culture and ideology and values of the
European cultural tradition.

Description of events contradicting the trend and why they do not
change the trend

The events that do not fit in the basic trends are rather scarce. First of all, we
should mention the organization of Days of Culture of Ireland, Sweden and Ukraine,
and the participation of an official Belarusian delegation in the Cannes International

Justification for the new trend

The second quarter of 2011 was marked by the reappearance of unofficial
“black lists” of unwanted culture personalities in local administrations. Neither
the Information Ministry nor the Presidential Administration assumed responsibility
for compiling and disseminating the “black lists”.

Such notorious lists first appeared in Belarus long before 2011, but after
December 19, 2010, new names have been added, including those of foreign
actors, writers and musicians. The reappearance of the “black lists” was in revenge
for the criticism of political repression in Belarus. Marginalization and prohibition
of activity of some of the Belarusian culture entities is exclusively due to the
authorities’ inability to establish a full#scale dialogue with civil society. In a recent
interview with BelaPAN, writer Uladzimir Arlou said the struggle of the authorities
against “disagreeing” culture personalities went beyond the framework of the
“black lists”. Belarusian authors who fail to express their loyalty to the regime
become personae non gratae in all state#controlled publishing houses. Their books
have not been accepted for publication at all in the past few years. According to
the writer, such retaliatory measures are bringing closer the fiasco of the state
itself, because without vernacular Belarusian culture the state will not be able to
exist.

This emphasizes the growing de#liberalization even in the culture domain,
where repression has become a reality, and attempts to depoliticize culture have
no sense for the authorities, which are trying to control all sectors of public life.

The previously declared Belarusization policy and references to symbols that
are not traditional for state ideology have been manifested only partially and within
the framework of less significant events.

Description of key events that define the trend

The main event that most convincingly demonstrates the reversal of
liberalization trends is the virtual ban on the activity of artists who openly expressed
their negative attitude to the “witch#hunt” and the war between the authorities and
civil society. For instance, concerts of Liapis Trubetskoy, Neuro Dubel,
Krambambulia, performances of Zmitser Vaitsiushkevich and tour of Russian
Tarakany band were cancelled.

Two essential aspects of the cultural policy currently pursued by the state are
now apparent: first of all, this strategy has no author: local representatives of the
executive vertical are trying to predict the priorities of the “center” and tend to
respond to unarticulated calls from high places. Furthermore, self#preservation
instinct is working well: no one is eager to take on responsibility for legally
nontransparent decisions. Secondly, functions in the culture policy of the state
are sort of redistributed, when the Information Ministry initiates repression against
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EXECUTIVE SUMMARY

The third quarter of 2011 must have become a sort of a bridge to some
forthcoming normalization, if that word is applicable to the Belarusian regime at
all. The summer, which started with a series of continued political frosts amid the
unfolding currency and economic crisis, is now over, and it must be the autumn
cool that has prompted the Belarusian authorities to start playing a more pragmatic
game. It looks like the new strategy of the Belarusian regime for this autumn will
be manifested in the attempt to normalize the relations with the West, at least to
some degree, maintain a faзade of pluralism and dialogue inside the country and
pursue timid economic reforms.

Let’s draw the first results of the summer.
In the sector of political liberalization and democratization, we have not seen

any changes. Despite the pardon of a number of political prisoners and despite
the decision of the authorities to get off the back of some opposition newspapers,
the Belarusian authorities nevertheless imprisoned human rights activist Byalyatski.

In the economic liberalization segment, we record further de#liberalization.
By maintaining the manual controls of the national economy (the process can
hardly be called management), the government seemed to hope for additional
external sources of financing, rather than pursued the long overdue reform.

As was mentioned above, in the past few months, a reverse trend has been
observed – a change to “manual control”. A stable planning of economic activities
calls for predictable legislative modifications, however, the practice of enforcing
regulatory acts “as from the moment of publication” or even backdating them has
become even more frequent. The combination of these factors puts a clear “regress”
mark on the “quality of governance and rule of law” trend in the period.

The geopolitical trend has started to change. On the one hand, Belarus has
been even more involved in the integration process within the Customs Union; on
the other hand, the country has started looking for opportunities for normalization
in the Western.

Finally, in the cultural trend segment, we observe further regress.
To sum it up: the summer has failed to bring any good news, save for the

pardon of some political prisoners. Nevertheless, there are prerequisites for
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Film Festival. Also noteworthy are periodic attempts to engage private investors
in the Belarusian culture sphere; however, none has proved successful so far,
mostly because of the inconsistent approach of the authorities towards the
liberalization of the culture sector.

Brief forecast for the next quarter

The current situation suggests that the key trends of the period – de#
liberalization and withdrawal from Europeanization of the Belarusian cultural
tradition – will remain

The authorities will strive for total control of civil society, which in the culture
policy will be expressed in a growing censorship and prohibition of any activities
of artists, writers, etc. who are not openly loyal to the Belarusian authorities.

Brief forecast for 2011

One can expect a growth in conflict situations that will be initiated primarily
by repressive strategies of the regime. The authorities will hardly give up their
attempts to split the culture segment: it will “export” signals about the convergence
with the European cultural tradition while waging a war on civil society, which will
only impoverish Belarusian culture.
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administration and use of the “dialogue” rhetoric by the president). Whether this
fragile balance will mark the start of a withdrawal from the policy of repressions
depends primarily on the influence of external actors.

Description of key events that define the trend

The landmark event for the period we monitor is the arrest of Ales Byalyatski.
The arrest reflected all aspects of the contradictory “fragile balance” trend: it was
a painful pinpoint attack on the human rights infrastructure and a challenge to the
European Union. The grounds for the arrest (use of personal accounts in European
banks for purposes of the organization) is psychologically crucial for many NGOs,
because this practice of opening personal accounts to get financing is widespread
among Belarusian NGOs. It is noteworthy that more than a month had passed
between the moment Byalyatski was officially presented tax claims and his arrest,
which might indicate a wish to force Byalyatski to leave the country (the head of
another large human rights organization, the Belarusian Helsinki Committee, used
this chance when a criminal case was instituted, and left the country for a long
term; she got back only after the case was closed).

The scandal with the arrest of Ales Byalyatski has internal and external political
dimensions, the latter being dominating, and affects the interaction of various
political entities within Belarus. The groups focusing on promoting the EU’s tough
position on Lukashenka made use of the situation to discredit their opponents in
Lithuania. On the other hand, the Polish component of the conflict called in question
the authority of Poland in the elaboration of the Euro#Atlantic stance on Belarus. It
was the original aspect of “betrayal of allies” by Lithuania that became the keynote
in publications and analyses of the “Byalyatski case” within a month of the arrest.

The response to the arrest inside Belarus was traditional in form, although its
scope was quite considerable. Despite the vacation season, nearly all significant
public and political groups made statements about Byalyatski’s arrest. The human
rights sector of the country interpreted the pressure on Vesna human rights center
(besides Byalyatski’s account data, Belarus also officially received information
about the accounts of Vesna Rada members Stefanovich, Labkovich, Revyako,
etc.) as a sanctioned assault on the entire sector. The incident was tagged a
“deterrent action”. The authority of the human rights activists’ opinion on the
situation in Belarus for European politicians and volume of Western investments
in the Belarusian human rights sector (mostly watchdog projects and assistance
to political prisoners that the authorities perceive as financing of the opposition)
are named the main reasons for this aggressiveness.

The publicly mentioned reason why the authorities chose Vesna to attack is
the center’s financial support for the victims of the political repressions and their
families – this version is shared by Vesna center itself. On the other hand, the

normalization of the following trends: political liberalization and democratization,
economic liberalization and geopolitical development in the next three months.
Changes for the better are so much needed because of the catastrophic economic
situation in the country.

Trend 1
Political liberalization / political democratization —

Was the forecast given in the previous BISS Trends issue
accurate?

The forecast we provided in the previous issue of BISS#trends appears to be
accurate in the part where we predicted a suspension in the escalation of
repressions. The peak was reached in May and June 2011 (political sentences for
the participants of the “square”, brutal dispersals of the silent rallies, beginning of
the tax investigation into the Ales Byalyatski case, judicial expulsion of the Party
BPF from its office, etc.). In August, the degree of repressions stalled at the “stable
brutal” level. The forecast about the stagnation of the public life did not come true:
the series of street protests on Wednesdays became the most#attended mass
protest actions since the December 19, 2010 events. These rather active protests,
clearly unexpected by the authorities, were dispersed quite brutally (the number
of participants arrested during silent rallies exceeded the number of those detained
as a result of the “square” events). Therefore, the outward effect of certain
indulgencies offered by the regime (such as the decision not to shut down Nasha
Niva and Narodnaya Volia newspapers) was offset by mass arrests. In a similar
way, the positive effect from the release of some political prisoners was
overshadowed by the arrest of human rights activist Byalyatski.

Justification for the trend

The de#liberalization trend remained at the same level, although during the
monitored period certain progress was observed towards a reduction in the level
of repressions and restraint of freedoms (which may be attributed to the lower
protest activity in late July and in August). However, the shaky balance should be
considered a prerequisite for a new cautious liberalization – there are grounds for
such an assessment both in the beginning of consistent release of political prisoners
and in secondary and accompanying events (a step#up in the operation of the
Public Advisory Council and decision to leave alone the opposition newspapers),
as well as indirect indications (new personnel reshuffles in the presidential
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In the democratization field, the authorities resumed their rhetoric about
the possible introduction of elements of the proportional system in
connection with the declared transformation of the public organization Belaya
Rus into a political party. This issue is being planted into the political agenda
before the parliamentary elections as a possible “key” to he the demo#
cratization of the election process. Meanwhile, the democratic or non#
democratic nature of the elections does not depend on the system of
representation. Moreover, from the point of view of the interests of the
democratic opposition and democratic political parties, it is more convenient
for them to struggle for their goals in a majoritarian electoral system – via
direct contacts with voters in concrete constituencies. The majority system
simply forces Belarusian oppositionists to operate beyond the capital city.
If elections were based on voting by party lists, the opposition might have
to limit its activity to Minsk only.

When it comes to the freedom of assembly, there were mass arrests of
participants in silent rallies (the number of those arrested exceeded 1,800 people
and was well over the number of people detained for the “square”). The
geographic scope of these events is quite unusual: the arrests were spread
geographically – they were registered in dozens of cities and towns, and in
many cases, those were the largest protest actions since the 1990s. An oddity
that may have very serious consequences is the submission of the bill “On
mass events”, which introduces liability for flashmobs and other actions of the
similar format, to the parliament.

In the freedom of association segment, the pressure on political parties
continued: the Party BPF had to leave its office despite stiff resistance and move
to less suitable premises after it had exhausted all means of legal protection in
July. The Social#Democratic Party Hramada is still faced with a problem of
preserving the status of a registered party (the Justice Ministry once again did not
recognize its congress), and the Brest branch of the Belarusian United Left Party
“Fair World” cannot get registered because of the absence of legal address. Criminal
cases instituted against three members of the Party BPF (Ales Kalita, Siarhei
Semyanuyk, Maks Hubarevich) who were accused of beating a guard at the new
office of the party are reasons for major concern, because the case looks a lot like
the provocation that resulted in the arrest of Malady Front leader Zmitser
Dashkevich.

The atmosphere of public life in the country was largely under the influence
of the fact that there were political prisoners in Belarus – three former presidential
candidates had been imprisoned. The pressure on lawyers who defended those
arrested for political reasons is also alarming (extreme instruments of pressure
include revocations of licenses, refusal to extend attestations and even criminal
cases against lawyers themselves).

human rights community itself speaks about a very harsh position of the center
and personally Byalyatski regarding the release of political prisoners via additional
pressure on the Lukashenka regime from the West: it is noted that such a sharp
attitude is more characteristic of opposition emigrants rather than human rights
activists. There is an opinion that Vesna’s rigid policy had run counter to some
unwritten code of conduct between the half#underground human rights groups
and the repressive machine (“you keep away from calls for an embargo, and we
monitor your educational and financial activity abroad without interfering”). In
this connection, one should expect certain isolation of the human rights community
from political appeals, calls for sanctions and embargoes, if not a mitigation of
their position on the violation of human rights.

Since the inquiry about the human rights center’s foreign accounts was started
back in February 2011, Byalyatski’s arrest looks a lot like a well#planned political
action masterminded by special services. Despite the quite nervous initial response,
most NGOs do not perceive the attack as the first step in a large#scale campaign
to put an end to the external location of NGOs’ financial accounts. At the same
time, one should expect a new wave of Belarusian NGOs’ attempts to get registered
abroad (Czech Republic, Slovakia, Poland, Germany, Sweden, Latvia, and, to a
lesser degree, Lithuania, Ukraine and Russia) in order to avoid transactions from
personal bank accounts. In any case, the practice of accepting money on personal
bank accounts will be phased down (only smaller NGOs will likely continue to use
this scheme, and their efforts will be sporadic rather than continuous).

Description of additional events

The said scandal was unfolding simultaneously with the assault on other
human rights organizations – the Justice Ministry has stepped up its pressure on
the Republican human rights public organization Belarusian Helsinki Committee,
which is the legal partner of Vesna in the organization of election monitoring, and
on the Center for Legal Transformation. The most pessimistic forecasters are talking
about an alleged campaign the authorities will run to ruin the entire human rights
sector, thus repeating the proven scenario for the political opposition.

Also synchronous with the above efforts is the initiative to have a new round
of talks in the framework of the advisory council with the president of Belarus.
The negotiations will address, among other issues, the reform of the council and
establishment of a human rights subcommittee at the council to include
“constructive critics of the administration”. Although this could be an accidental
coincidence, the authorities may later deliberately replace the battered human
rights movement with a less radical and more loyal human rights framework (the
new architecture of the Council is scheduled to be officially presented in
September).
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country).The pressure on NGOs and independent mass media is not likely to
increase. Although sanctions against participants in protests will remain harsh
and exemplary, the authorities will leave room for sanctioned manifestations of
discontent (congresses and meetings of opposition organizations held indoors
and work of the Public Advisory Council).The autumn of 2011 will very likely see
a step#up in attempts to restore the Belarusian#European dialogue, on which
liberalization/de#liberalization progress largely depends.

Brief forecast for the year

The likeliest scenario for the year is the gradual transition of the Belarusian
regime into the “stand by for dialogue with the West” phase, which will be
accompanied by manifestations of readiness to “pardon” the most significant
prisoners of conscience and suspension of the campaign to finish off the half#
strangled opposition. The state may resume its rhetoric on possible changes in
the election regulations on the eve of the parliamentary elections of 2012 and
potential introduction of elements of the proportional election system. However,
the real reform of election legislation is very unlikely, whereas the transfer to the
proportional election system is impractical. The authorities may get back to the
rhetoric on the abolition of article 193#1 and introduction of a moratorium on
capital punishment.

Trend 2
Economic liberalization —�

Was the forecast given in the previous BISS Trends issue
accurate?

As we had predicted, the “Action plan of the government to ensure a balanced
development of the economy amid changes in the official exchange rate of the
Belarusian ruble” has not resolved the problems of the Belarusian economy. Instead
of treating the reasons behind the currency crisis, the authorities have been trying
to treat the symptoms. Unfortunately, the absence of political will required to
pursue structural reforms, as well as the absence of an adequate strategy to address
the crisis and professional team of economists further aggravate the situation. In
this connection, an increase in Russian subsidies, loan from the IMF and
privatization of state enterprises still remain the chief “life buoys” for the Belarusian
economy in the short term.

Description of events contradicting the trend and why they do not
change the trend

The attempts to alleviate the situation with total repressions by releasing
some political prisoners should be interpreted as a message to foreign observers.
Also, it is the external actors that are targeted by attempts to reanimate the Advisory
Council and reform it into a broader expert and dialogue dimension. At the same
time, some statements of the authorities, as well as the decision not to liquidate
Narodnaya Volia and Nasha Niva may be considered an indication of possible
further liberalization. A likely omen of this future thaw is the process of elaboration
of legislation on charitable activities, in which NGOs and business associations
are engaged.

As for the persecution of the participants in mass protests, the release of
nine political prisoners and suspension of some criminal cases instituted as a
result of the December 19 events are quite significant. These include the suspension
of the criminal case against the leader of the United Civil Party, Anatol Liabedzka,
former presidential candidate representing the Party BPF Ryhor Kastusyou and
some other political and public activists, including journalist Natalya Radina, who
had to flee from Belarus.

The political prisoners released in August (in September, a new portion
of four people was let go) were “pardoned” (they had been strongly
recommended to petition for pardon), which means they were not officially
rehabilitated.

In the first six months of 2011, the Justice Ministry and central justice
departments of region administrations and of Minsk city administration
registered 51 new public organizations (six republican and 45 local ones), 11
new funds (one international, one republican and nine local ones), one trade
union in an organization and one association. This is a normal pace for this
process. However, in July alone, about 20 new funds and public organizations
were registered.

Brief forecast for the next quarter

The Byalyatski and Vesna cases are likely to develop in the following way: the
authorities will not perceive Byalyatski as one of the “square” prisoners, whereas
the human rights center will not be annihilated (although pressure will be very
hard). In future, some of the Vesna members may also be brought to administrative
and civil liability, and Byalyatski will be handed a sentence not connected with
imprisonment (confiscation or confinement in an open#type correctional facility).
If the unprecedented external protests and pressure prove efficient, Byalyatski
will be released before trial (possibly with a recommendation to leave the
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On July 27, 2011, the president appointed Nadzeya Yermakova Governor of
the National Bank (she used to head Belarusbank, the largest commercial bank of
the country, since 1997). In one of her recent interviews, Yermakova said: “Why
do you need dollars? I don’t have any, and I never go to the exchange point. I did
not have dollars in the 1990s, I do not have them now”. Compared to her
predecessors – S. Bahdankevich, T. Vinnikava and P. Prakapovich, Nadzeya
Yermakova is distinct because of the complete agreement with Lukashenka’s
opinions. Her appointment was criticized by independent economists and the
population.

After a month#long stabilization in July, the official exchange rate continued
its fall in August. Instead of liberalizing the currency policy, the NBB in August
continued using the administrative levers to regulate the exchange rate. The spirit
of administrative regulations can be felt in some of the statements made by the
head of state – on August 30, he said “it is time we completed polishing and
cleaning up the banking system so that it turned its face to the state and people;
we should bring it back to normal”.

The statement of the new NBB governor that the exchange rate would
“stay below the clouds”, because it remains at 10,000 rubles to the dollar on
the black market and surely won’t exceed the 10,000 ruble limit was quite
eccentric, because only four months previously, the central bank had been
trying to keep the rate at 3,000 rubles to the dollar. The shortsighted economic
policy therefore undermined people’s trust in the fundamentals of the national
economy within a few months, including their trust in the national currency
and the banking sector.

The fast and insufficient devaluation of the ruble, as well as the growth in
the money supply in the economy have already had a profound negative impact
on the growth in prices and reduction in people’s paying capacity. You get the
impression that not a single representative of the Belarusian top administration
is capable of taking on the responsibility for making firm anti#crisis decisions.
Monetary and fiscal authorities seem to be taking too much time making
inconsistent and uncoordinated economic decisions. On the one hand, the
NBB is trying to conduct an anti#inflationary policy by raising interest rates. In
the third quarter, the refinancing rate of the central bank was raised four times,
from 16% on June 1, 2011 to 27% on September 1, 2011, which is nevertheless
well below the inflation rate observed in the first three quarters. On the other
hand, the president and government publicly promise to do their best and
ensure social protection of the population and pledge to index wages, pensions
and other allowances. As a result, although people are repaying loans at
much higher rates, the inflation spiral has been unwinding, hitting one
economic sector after another. Consumer prices rose 50.3% January1August
23, 2011.

Justification for the new trend

In the third quarter of 2011, the trend aimed at de#liberalization and active
administrative regulation of the economy remained the same. The authorities never
made up their mind to pursue structural reforms, but assumed the role of observers.
In the third quarter, the currency crisis gradually grew into a full#scale economic
crisis.

Description of key events that define the trend

The slow and inconsistent response of the authorities, which took over three
months (from May 23 through September 1) to address the situation in the
economy, resulted in a full#scale currency crisis. Since the start of the year, the
Belarusian ruble has officially depreciated by over 60% to the basket of foreign
currencies, which includes the euro, dollar and Russian ruble, whereas in the
cashless segment of the Interbank market, the ruble has lost more than two#
thirds of its value. Sadly, this is not the end of negative consequences in the
economy. The president, government and the administration of the National Bank
keep promising people that the economic trouble would be resolved very soon,
but do not allow a free float of the national currency for fear of losing control of
the economy. On the other hand, international and local experience shows that it
is better to give large doses of medicine to a patient during the early phase of the
disease, otherwise, medications might prove inefficient and the patient might get
even sicker.

In late August, the authorities promised to reach a market rate of the Belarusian
ruble in the second half of September. The “respite” does not seem logical at first
sight, because the statement was made a few days prior to the consideration of
the Belarusian request for the loan from the IMF, and it seemed the authorities
should hurry with the reform before the IMF Executive Directors addressed the
Belarusian application. The postponement of the additional devaluation move may
have been due to the awareness of the regime that the IMF would not lend for
sure. There is also a possibility that the two additional weeks were meant for a
parallel use of arbitrage opportunities on the currency market for persons having
access to the banking system and search for external sources of financing that
the central bank requires to make interventions at the supplementary trading
session.

After the NBB limited sale of exchange at the BCSE and it became impossible
to buy currency in exchange points, the population started withdrawing foreign
exchange deposits. According to official statistics, in the period March through
July, individuals withdrew about USD 1.2 billion from banks, about 25% of their
savings. Banks had to resort to higher interest rates to keep people interested in
saving.
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Nevertheless, devaluation without structural reforms is only a temporary
measure capable of boosting the competitive power of Belarusian producers
for a short period.

According to representatives in the NBB, the central bank has been taking
measures to tighten monetary and credit policies in order to stabilize the economic
situation in the country. The measures include the gradual increase in the
refinancing rate and cessation of lending for state programs from new money
issues starting June 1. Nevertheless, broad money supply (M3 aggregate) increased
55% in the past 12 months, including by 1.9% in July. Therefore, the inconsistent
policy of the central bank is a major obstacle to efforts to cut the inflation rate.

Brief forecast for the next quarter

If Belarus should continue pursuing the policy of keeping the exchange rate
as it is now, Belarus will be in for a deeper and broader currency crisis that will
grow into an economic crisis.

The public fear of the possible freezing of foreign exchange deposits may
encourage people to withdraw their savings from banks, a step that would affect
the liquidity of the banking system and could even lead some banks to bankruptcy
(the latter is hardly possible, though). If the authorities keep on the uncoordinated
economic policy and respond to negative phenomena in the national economy
too late, the ruble may continue to lose its value, this time to over 10,000 rubles to
the dollar at the end of the year.

The central bank will have to raise the refinancing rate to 35–40% by the end
of the year in an attempt to anchor inflation, which is spurred by the fast growth in
the money supply and devaluation expectations. In this case, the inflation rate will
increase to about 70–80% in 2011. This could cause a rapid economic slowdown,
because many enterprises and households will find new loans too costly and will
barely be able to repay old loans.

Brief forecast for the year

The economic de#liberalization of the first three quarters of 2011 had very
negative consequences. The Belarusian economy heavily depends on imports and
has a large external debt, which will not allow the authorities to continue its
crackdown policy. Otherwise, it will enter a phase of financial default and deep
economic recession within two or three years. Therefore, the trend is likely to
change in 2012. The year 2012 will likely be characterized by an opening of the
Belarusian economy to external capital. The authorities will resume close
cooperation with the IMF and will try to benefit from selling several large and
medium#sized enterprises at good prices.

Description of additional events

The situation described above threatens the financial solvency of enterprises
and individuals. According to unofficial data, the Finance Ministry forecasts a
three#digit inflation rate this year. Hyperinflation has a major negative impact
on the country’s investment activity and in the medium term may result in an
economic recession, growth in unemployment and stratification of individual
incomes. Therefore, as early as the start of August, the Belarusian government
adjusted downwards its GDP growth forecast for 2011 to 6.7% (whereas in the
first six months of the year, GDP grew 11%), and in late August, the president
called on the central bank to cease financing of the economy from new money
issues.

Based on its performance in January#July, Belarus still needs large foreign
borrowings to address the huge foreign trade deficit. Because of the expanding
balance of payments deficit, in the past 4.5 years, the country’s gross foreign
liabilities rose to USD 32 billion as of April 1, 2011. As of the end of the year,
given the devaluation of the national currency, the ratio of Belarus’ gross foreign
liabilities (the sovereign debt, debt of the banking sector and commercial debt)
to GDP might reach 90%. Payments to service the debt have been growing from
year to year, and they will keep growing. For instance, in 2011, payments of
interests and the principal debt will have to reach USD 862 million, in 2012, the
total will reach USD 1.228 billion, and in 2013, USD 2.6 billion (!). To compare:
the EurAsEC loan to Belarus will total USD 3 billion, enough to pay only 64% of
the necessary amount.

On August 23, Moody’s rating service for the second time in 2011 downgraded
Belarus’ sovereign ratings and assigned a negative outlook to them. Moody’s
analysts forecast an increase in the share of banks’ troubled assets to 15% by late
2012 from 3% in 2010. On September 1, the yield of Belarus’ state bonds traded
on the Russians secondary market reached 15% (from 8–9% in 2010). It means
the cost of foreign financing keeps growing. The IMF may become the only creditor
capable of providing a relatively cheap loan to Belarus amounting to billions of
dollars, and chances are high Belarus will have to meet halfway with the Fund to
get new loans and repay the old ones. Concessions may even include privatization
of large industrial enterprises.

Description of events contradicting the trend and why they do not
change the trend

Because of the devaluation of the Belarusian ruble, which increases the
competitiveness of Belarusian products abroad, and efforts to artificially
restrain imports, the country reached a foreign trade surplus in July 2011.

BISS  Trends (# 7) June*August 2011



295294 ���������	
�������

����

civil rights, administrative procedural and criminal legislations, as they may be
qualified as kidnapping. These facts attest to illegal law enforcement practices
flourishing in the country, or, to be more exact, to the arbitrariness of the authorities
observed at all levels.

Description of additional events

Lukashenka told a meeting that addressed the country’s socioeconomic
development that he would abolish “until at least the end of the year” all
limitations for the State Control Committee and law#enforcement agencies to
conduct inspections and checks. The law#enforcement system therefore got
back to the 2009 pattern, characterized by the absolute authority of controlling
agencies.

Ruling № 248 of the president envisages a “speedy” publication of regulatory
acts adopted by the Council of Ministers, National Bank, ministries and other
administrative agencies with a view to stabilizing the situation on the consumer
and currency market on the official website of the National center for legal
information. The measure indicates the instability of the Belarusian legislative
system and negates the very possibility of making long#term plans for economic
entities.

On January 1, 2012, Belarus plans to establish an Investigative Committee to
combine the functions of the prosecutor’s office, law enforcement agencies,
financial investigations department and, possibly, KGB. The new agency is
positioned as an independent structure; however, there are reasons to believe
that the presidential control of investigative activities in the country will be
strengthened.

Description of events contradicting the trend and why they do not
change the trend

Prime Minister Myasnikovich said 79 regulatory acts to promote
entrepreneurship would be adopted by the end of the year. The government still
declares a policy towards liberalization and business development, although since
Directive № 4 was adopted half a year ago, there have been only a few liberalization
moves, the key ones being the abolition of a few activities from the list of licensed
business activities, de#regulation in price formation and introduction of a non#
binding unified wage rate scale.

Decree № 4 expands the list of preferences for foreign investors that conclude
investment agreements with the Republic of Belarus. On the one hand, the
authorization to use foreign design documentation is a positive decision; on the
other hand, any preferences distort the competitive environment. Furthermore,

Trend 3
Quality of governance and rule of law �

Was the forecast given in the previous BISS Trends issue
accurate?

The forecast for the second quarter was to a large degree inaccurate. Contrary
to the expectations, the liberalization rhetoric of the authorities, albeit supported
by the adoption of some legislative acts (on compensations, antitrust regulations),
did not transform into real actions (with regard to simpler administrative
procedures, tax and accounting regulations). The situation on the currency and
food markets became uncontrollable, and the authorities turned to well#tried
directive methods amid the growing discontent of the population. The symbiosis
of liberalization and directive instruments (rulings and decrees) failed the reality
test.

Justification for the trend

Directive № 4 set the liberalization vector for the development of the state
regulation of the national economy; however, measures to surpass the current
economic crisis cancel all positive initiatives. In reality, liberalization is only formal;
it does not aim at creating a competitive self#regulating economy, but at reaching
certain formal criteria or rating indicators. The changes are purely cosmetic and
normally apply to less significant areas. One of the chief prerequisites for a
successful economic operation is a stable legislation, transparency and consistency
of legal norms; a clear regulation of state interference in the economy is also
essential.

In the past few months, a reverse trend has been observed – the change to
“manual control”. A stable planning of economic activities calls for predictable
legislative modifications, however, the practice of enforcing regulatory acts “as
from the moment of publication” or even backdating them has become even more
frequent. The combination of these factors put a clear “regress” mark on the trend
in question in the period.

Description of key events that define the trend

In June and July, hundreds of silent protesters fell victims to arbitrary treatment
by law enforcers: the participants and passers#by were simply detained without
being given reasons by people in plain clothes and put into buses with no
registration plates. These actions are an unprecedented example of violations of
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Justification for the new trend

In the western direction, Belarus’ foreign relations remain tense and have
been aggravated by pinpoint economic sanctions against the country. At the same
time, official Minsk started looking for opportunities to improve its relations with
the EU by way of mitigating repressions inside the country and changing its rhetoric.
In other words, there has been a gradual transfer from confrontation towards the
stage of normalization in the framework of the standard cycle of Belarusian#
European relations.

In the Eastern vector, Belarus has been deepening its integration in the scope
of the Customs Union and Common Economic Area. Russia has been citing the
Belarusian case as a positive integration example in its talks with Ukraine while
trying to engage the latter in the Common Economic Area. While refraining from
direct subsidies to the Belarusian economy, the Russian administration nonetheless
continues to provide political support for its ally on the international scene.

Description of the key event that defined the trend

Amid the ongoing political repressions in Belarus, the EU made up its mind to
extend and deepen its sanctions. On June 20, the Council of Foreign Ministers of
the European Union issued one more resolution on Belarus to add four new names
to the “black list” of persons subject to sanctions (which now includes 179 names),
adopt a list of equipment, on which Europe placed a trade embargo to prevent the
Belarusian authorities from using it for political repressions, and slap pinpoint
sanctions against three Belarusian enterprises: ZAO Beltechexport, ZAO Sport6
pari and ChUP BT Telekommunikatsii.

Official Brussels also slammed the arrest of Belarusian human rights activist
Ales Byalyatski, who was accused of grand tax evasion. The arrest became possible
after concerned state agencies of Lithuania and Poland submitted information
about Byalyatski’s foreign bank accounts to Belarus. Internal investigations were
launched into the incident in Europe, and declarations were made about the possible
suspension of cooperation with Belarus in the framework of the mechanism of
mutual legal assistance.

In the meantime, the Belarusian side made some steps indicating the beginning
of the search for ways to get back to dialogue with the EU: Lukashenka made
statements about the possible release of political prisoners and prospects of
Belarus’ relations with the EU, termination of criminal cases of some opposition
politicians, and pardon of a group of activists sentenced for the protest action in
Independence Square on December 19, 2010. Other examples include the cessation
of judicial proceedings against Nasha Niva and Narodnaya Volia newspapers and
suggestion to discuss the situation in Belarus with the opposition and the European
Union at a roundtable.

preferences are not provided automatically to all investors, but only to those who
agree to have investment contracts.

Brief forecast for the next quarter

Crackdown is likely to continue in the next quarter as controlling functions of
the state get stronger amid the formal scheduled adoption of regulatory acts in
pursuance of Directive #4. Apart from that, the development of the trend will
depend on the progress of the state administration in anchoring the negative
processes in the economy. The manual management regime and sharp legislative
modifications will inevitably remain.

Brief forecast for the year

We cannot expect an improvement in the situation and ability of the authorities
to create by the end of the year a framework for business that would be
characterized by transparency and legal equality for all market participants. If the
current system and approaches to regulation remain, the “year of enterprise” will
definitely end to the disfavor of entrepreneurs, who, just like other citizens, have
been rapidly losing their trust in the authorities because of arbitrary law enforcement
and unstable legislation. Even now, we can draw the conclusion that the “controlled
economy” experiment has failed.

Trend 4
Geopolitical orientation

Pro�European vector —�

Pro�Russian vector —�

Was the forecast given in the previous BISS Trends issue
accurate?

The forecast made in the previous issue of BISS Trends proved to be quite
accurate. The foreign political configuration did not change a lot; Belarus focused
on resolving its internal problems caused by the economic crisis. As had been
forecast, the Belarusian administration started looking for ways to normalize its
relations with the West, whereas talks with the Kremlin have so far been
inefficient.
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Description of events contradicting the trend and why they do not
change the trend

The period in question is also characterized by other events, which can be
interpreted as a deepening of Belarus’ cooperation with the European Union.

On June 10, foreign ministers of Belarus and Italy had a meeting to sign
intergovernmental agreements on cooperation in culture, science and technologies,
and education, as well as a Memorandum of understanding on the development
of the Italian industrial district in Belarus’ Brest Region.

On July 29, an agreement was signed between the governments of Belarus
and Slovenia on conditions of health promotion and rehabilitation of under#age
citizens of the Republic of Belarus in the Republic of Slovenia. A Day of Belarus in
Slovenia and Day of Belarus’ Economy in Frankfurt am Main were arranged.

On June 17, Maira Mora, the former Latvian Ambassador to Belarus, officially
became head of the Delegation of the European Union in Belarus. Importantly, the
appointment of an EU ambassador to Belarus took place after being in limbo for
months.

On June 26, 2011, Polish Foreign Minister Radoslaw Sikorski said in an
interview with Polska Agencja Prasowa “that Belarus would be invited to the EaP
summit at the highest possible level”.

Brief forecast for the next quarter

In the next quarter, the trend towards a “defrosting” of relations between
Belarus and the EU will be growing stronger. Because of the deterioration of the
economic situation in the country and need to search for additional financial
support, the pro#European rhetoric of the Belarusian authorities will also grow
stronger, and further moves will be made to facilitate a return to the dialogue with
the EU (including the release of political prisoners). The relations with Russia will
likely gradually deteriorate due to the hard talks over the natural gas price formula
and sale of Beltransgaz.

Brief forecast for the year

The Belarusian authorities will be trying to get back to the dialogue with Europe
in order to counterweigh the influence of Russia and search for additional sources
of financing. The recession trends in the economy may seriously speed up this
process. The beginning of a new electoral cycle (the country will hold a
parliamentary election in 2012) will also call for a resolution of foreign political
issues and the issue of the legitimacy of the Belarusian parliament in the eyes of
EU member#states. In this context, one can expect Minsk to start a dialogue with
Brussels about the restoration of political relations as early as autumn or winter.

In June#August, the relations between Belarus and Russia were mostly
focused on discussing the terms of Russia’s financial support for Belarus. On
June 4, the Council of the Anti#crisis Fund of the EurAsEC decided to extend a
loan to Belarus amounting to USD 1.24 billion until the end of 2011 in two
installments. The first USD 800 million tranche was provided as early as June
21; the second USD 440 million installment is conditional upon Belarus’ taking
measures to ensure macroeconomic stabilization and privatization of important
state assets.

On August 22, President Lukashenka had a meeting with his Russian
counterpart Dmitry Medvedev in Sochi. However, that meeting proved inefficient,
because no serious decisions were made.

In summer, the cooperation between the two countries in the framework of
the Customs Union grew stronger. Starting July 1, the Belarusian side abolished
the exemptions from the common customs tariff that had applied to import of
passenger cars in the Customs Union. The State Customs Committee of Belarus
has therefore been working in accordance with Customs Union Codes since
then, rather than the national regulations of Belarus. Furthermore, during the
three summer months, the administrative agencies of the two countries either
ratified or tabled lots of agreements pertaining to common technical regulations,
common tariffs, customs activities, and transfer of additional functions to the
supranational body of the Customs Unions – the Commission of the Customs
Union.

On August 12, Astana hosted a summit of heads of the CSTO member#states
to address the possibility of a CSTO decision to authorize the use of collective fast
response forces (CFRF) to prevent coups in the CSTO member#states. It follows
from officials’ remarks that if that decision were approved, Russia would be legally
enabled to be involved in internal conflicts of the member#states.

Description of additional events

On July 3, EU ambassadors ignored the festivities during Independence Day
of the Republic of Belarus in protest against political reprisals and crackdown on
participants in silent rallies. Poland also condemned the brutal dispersal of the
peaceful protest action on July 3.

On August 15, two Polish citizens (a diplomat and an MEP) were denied entry
in Belarus.

On August 29, Royal Bank of Scotland suspended cooperation with Belarus
citing human rights violations.

On August 15, Russian Prime Minister Vladimir Putin said Russia would not
respond to EU sanctions against Belarus, but would support the country in the
framework of integration.
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However, it seems the definition of culture as a sector isolated from politics
is irrelevant now: the crisis of communication between civil society and the state
is building up in society in general and in the culture sphere as its integral part. In
the said context, people’s response to the traditionally pompous events timed to
Independence Day of the Republic of Belarus is more indicative, for that response
was totally different from what it used to be.

Description of the key event that defined the trend

Belarus has celebrated its Independence Day annually since July 3, 1996. At
first thought, the creative solutions presented at the celebration of Independence
Day in 2011 were not that different from those employed in the rest of the traditional
arrangements celebrating Belarusian holidays: the characteristic mythological
repertory (rhetoric of victors, surrounded by numerous enemies), the invariable
visuals designed to convince people of the significant achievements of citizens in
the economic, military and cultural sectors. At the same time, there were a few
substantial details that corroborate the declared crisis of communication in the
culture sector and loss of people’s trust. First of all, these are proved by the low
attendance and involvement of the population. Whereas regular people take part
in the celebrations of Independence Day (which coincides with the day of liberation
of the capital city) as pure entertainment, the authorities traditionally lay emphasis
on the symbolic dimension of the holiday.

The engagement of people is traditionally regarded by the authorities as a
manifestation of people’s consent to accept the policies of the official
administration. However, something absolutely different happened this year: the
display of troops, fireworks and other entertainments gathered markedly fewer
spectators than before. For the first time ever, ideologists and journalists working
for the state media had to significantly overstate the number of people attending
the parade: officially, there were 150,000 viewers, whereas unofficial sources
mention not more than 10,000 people. Various official sources came up with various
figures, which were very much different, a fact that questions the accuracy of
official statistics. This means the attitude to politics and culture policies has
changed a lot. There were totally absurd requirements for those attending the
celebrations: they were allowed to applaud only veterans. As a result, no one
applauded Lukashenka’s speech, which emphasized the growing tensions in
communication between the authorities and citizens. A few protest actions took
place on that day, and although they were contained fast, they could be regarded
as indications of further polarization between the authorities and civil society. The
culture policy is now characterized by the following trend: the regime feels tensions
grow in society and keeps cracking down on dissent employing censorship and
bans.

Trend 5
Culture policy �

Was the forecast given in the previous BISS Trends issue
accurate?

We can say for sure that most of the forecasts provided in the previous
report proved to be accurate. De#liberalization in the culture sector is growing,
which is manifested in the pressure on the cultural figures who openly express
their civil position. The ban on concerts, closure of a private art gallery and
censorship – all of those were observed in the past three months. The paradox
of censorship and bans in the Belarusian culture sector is the fact that no one is
aware of the ideologist of the campaign, and no one ever provides any reasons.
This demonstrates the ambiguity of decisions of the authorities in the matters
of culture policy.

Justification for the trend

Political decisions in the culture sphere have not changed their nature if
we compare the current environment with that of the previous period. “Black
lists” are still there, and the pressures on culture actors who fail to coincide
with the official position or contradict the official ideology on culture policy of
the state were growing stronger: in summer, a few concerts of Zmitser
Vaitsiushkevich, Neuro Dubel and NRM groups were cancelled. Concerts were
cancelled even in the Graffiti club, which focuses on informal culture and
used to provide its stage for “prohibited” artists. This means the artists that
disagree with the official policy have lost chances of performing for Belarusian
public.

At the same time, culture life in Belarus in the three summer months was
quite busy: local and international festivals came and went throughout the summer
despite the economic recession. Only General Director of the direction of the
International Arts Festival “Slavonic Bazaar” R. Bass confessed that there were
difficulties with financing of that large#scale project. It appears the festival was
financed by Belarusian enterprises. The culture sector of the country is positioned
as a segment beyond politics and economy developing based on its own concept.
Lukashenka’s speech at the opening ceremony of the festival “Slavonic Bazaar”
proved that – the head of state characterized the festival as a cultural event
“absolutely independent of the political situation”, offering each participant “a
complete freedom of creative work”.
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The Culture Ministry is still trying to preserve the “European” identity of
Belarusian culture, but these attempts look more and more ambivalent in the
context of persecution of dissent in the local cultural field. The same applies to
the freezing of the procedure of closing down the independent newspapers Nasha
Niva and Narodnaya Volia, which became targets of lawsuits filed by the Information
Ministry. However, in the end, a more pragmatic option was chosen, leaving the
authorities a chance to use the very existence of those media as a counterargument
to respond to the criticism about the monopoly of Belarusian media and culture
space.

Brief forecast for the next quarter

The release of some political prisoners was to indicate that the authorities
were ready to make concessions. These could include a cancellation or at least
mitigation of “black lists”. At the same time, one should not expect the population
to keep unconditionally consuming the culture product offered by the regime. The
absence of “bread” apparently reduces the demand for “circuses”.

Brief forecast for the year

In the near term, there will hardly be any chance of major qualitative changes
in the official culture policy pursued by the state. Because of the economic crisis,
financing of existing cultural events will dwindle, while financing of new projects
will also be limited. The political isolation of Belarus has an impact on its cultural
life. As for a possible step#up in international cultural contacts of Belarus, there is
hardly any chance of that, either.

Description of additional events

An important trend reflecting the refusal of the authorities to continue
liberalization in the culture sector and intention to get back to the archaic
administrative controls in the Belarusian culture space is the continued cancellation
of concerts and closure of the private arts gallery Dobryya mysli.

Lukashenka’s statement about “the need to establish control of the Internet
in educational establishments and inadmissibility for teachers and professors to
express their political preferences in classrooms” sounded like an official
authorization to further limit the freedom of expression, access to information
and academic freedom.

The statement, alongside the sharpened fear of liberalization, was definitely
provoked by the activity of the younger generation in social networks and potential
readiness of young actors to turn from virtual protests to real action. The same
holds for the situation in classrooms, which, the authorities fear, are not completely
controllable. Classrooms are not the place for political propaganda, which was
advocated by sociologist Max Weber in the early XX century; however, it is the
classroom and teacher that the regime is trying to use to exercise control,
promulgate state ideology and form the required level of loyalty of Belarusian
students.

De#liberalization and conflict with society in Belarus’ internal culture policy
grow into a self#isolation of Belarusian culture globally. Compared to the previous
period we monitored, the number of international contacts at the official level has
fallen (we do not include festivals here). Belarus’ activity on the international culture
scene was limited to the participation in the museum festival “Intermuseum#2011”
in Moscow and opening of the National pavilion of the Republic of Belarus at the
54th Venice Biennale.

Description of events contradicting the trend and why they do not
change the trend

One event that is worth mentioning as contradicting the general trend in the
culture sector is the accession of Belarus to the Kyiv Initiative of the Council of
Europe, which envisages cooperation in social, economic and cultural development.
The Culture Ministry was reported to have specific plans to increase the number
of cultural events beyond Belarus and work out a more efficient mechanism for
culture figures and students to take part in international training programs.
Furthermore, this summer was marked by a large number of festivals, including
international events, and some of them were held for the first time. However, the
cancellation of concerts of selected musicians and forced attendance of other
artists’ concerts signify the intention of the state to entirely control the culture
sector and decide for people what sort of shows they should be treated to.
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still claim they will keep the Electoral Code without any serious amendments until
the next parliamentary elections, slated for September 2012. Furthermore, the
existing model of the regime has lost even its decorative elements, which could
otherwise attest to its democratization efforts.

Was the forecast provided in the previous issue of BISS Trends
accurate?

It seemed that at the beginning of the period under review the trend towards
a cautious abatement of repression could be observed. Some factors, namely a)
the information about the mission of Bulgarian Foreign Minister Nikolay Mladenov;
b) release of some political prisoners; c) signals about the possible release of all
political prisoners by late October, inspired hopes that the forecast made in the
previous quarter would be accurate. The fact that of all the activists of Vesna
human rights center only Vesna Director Ales Byalyatski was accused and indicted
proved that the authorities had no plans to eradicate the human rights movement
in the country.

However, the process of the release of political prisoners soon stalled, no
other features of the relaxation of repression were manifested (the summer
statement about the commencement of political dialogue never turned into real
actions), and the existing platforms for negotiations appeared to be shut down
(the dissolution of the Public Advisory Council with the Presidential Administration).
The demonstrative and unpredictably harsh sentence passed on authoritative
human rights activist Ales Byalyatski, a figure that is significant to the West, became
a symbolic full stop in Belarus’ dialogue with the West.

It seems that the processes of the mitigation of repression and normalization
of the situation in the country have been interrupted because of the ultimate re#
orientation of the regime towards Russia as the source of external support. This
tendency, albeit mentioned in our previous forecasts throughout 2011, was
manifested at the end of the year with intensity and unambiguity that were well
beyond expectations.

Justification for the new trend

The de#liberalization trend is attributed to the following factors: a) geopolitical
re#orientation of the country in the light of the new Eurasian integration project; b)
fact that potential external sponsors of liberalization are lacking political will to
restore their levers in order to influence the situation in Belarus. Furthermore, the
lethargic stupor of Belarus’ public life also contributes to the status quo. The
intensity of spontaneous summer protests has diminished, being limited to
traditional opposition actions. The small number of protests stood behind the

EXECUTIVE SUMMARY

This BISS Trends issue draws the results of both the four final months of
2011 and the entire complicated and contradictory year. Overall, the year 2011
can be characterized using these few terms: downturn, rollback and regress.

In the domain of Belarus’ internal policy (political liberalization and
democratization), further stagnation was observed in the scope of the de#
liberalization and de#democratization trend. Despite expectations, political prisoners
stayed behind the bars, the dialogue with Europe never started, and the whole
year witnessed political frosts, irrespective of the season. Belarus, which managed
to survive the economic crisis owing to the generous subsidies of the Russian
Federation, which resumed in November 2011, demonstrated certain liberalization
in its economic policy in the final quarter of 2011. However, in the quality of
governance and rule of law sector, evident regress was recorded.

Geopolitically, Belarus made a turn towards Russia and replaced the multi#
vector strategy with the Eurasian integration project. The result of this geopolitical
turn was the temporary salvation of the current economic model. At the same
time, in the case of Belarus it is premature to announce the end of the story and
final choice of this country in favor of Moscow.

Finally, in the cultural field, we record the continuation of the trend towards a
restraint of the cultural landscape, marginalization of alternative cultural projects
and simultaneous attempts to force unofficial cultural projects into a ghetto.

Trend 1
Political liberalization / political democratization —

The 2011 results

The year 2011 became a year of political de#liberalization and de#democra#
tization. Despite forecasts, the poor track record of the presidential election failed
to encourage amendments to the country’s electoral legislation: the authorities

(# 8) September�December 2011
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information about the human rights activist’s accounts in foreign banks. However,
there were some reports during the proceedings that the case had been instigated
by the Belarusian KGB back in late 2010 with a view to impeding Byalyatski and
Vesna’s human rights efforts.

Prosecutors applied for adjournment during the proceedings citing the need
to reclassify the accusation, which many observers believed could mean a new
accusation under Article 1931 of the Criminal Offenses Code, this time targeting
Vesna as an unregistered organization (which automatically means a threat of
criminal prosecution of the rest of the Vesna activists). This did not happen, though,
and the new accusation was in its essence the same as the previous one. The
convicted activist filed an appeal to Minsk Municipal Court, and his supporters
declared their willingness to compensate for the amount of taxes that Byalyatski
failed to pay, which could become an indirect motive to mitigate the sentence in
the appellate court.

Description of additional events

On December 16, 2011, Partizanski District Court of Minsk satisfied the claim
of the district tax inspection to deputy chairman of Human Rights Center Vesna
Valentsin Stefanovich. During the proceedings, Stefanovich made a statement
that the money transferred to his account in Lithuania was not his personal income.
The money was meant for his human rights activity and was to be handed over to
a third person. However, the court found that the demands of the inspection for
taxes and dues of the Partizanski District of Minsk must be satisfied and obliged
Stefanovich to pay taxes and a penalty amounting to a total of 54,357,370 Belarusian
rubles. When considering Stefanovich’s case, the court referred to the same
arguments as in the Ales Byalyatski case. The only reason why Stefanovich was
not given a prison sentence is that he had been transferred less significant amounts
to his foreign accounts.

In early October 2011, the public learnt that on October 3, 2011, the House of
Representatives had approved the bill introducing amendments to some laws of
the Republic of Belarus. The laws in question include the Law of the Republic of
Belarus On Public Associations, the Law of the Republic of Belarus On Political
Parties, the Criminal Offenses Code of the Republic of Belarus, the Criminal
Procedural Code of the Republic of Belarus, and the Administrative Offenses Code
of the Republic of Belarus. The lower house addressed amendments to the laws
and codes during its closed sessions, and they remained unavailable for public
discussions for quite a long time, despite the criticism of non#governmental
organizations.

Among others, the amendments pertain to the legal framework for the activity
of public associations, specifically, public associations and unions of such

small number of those arrested for violating the legislation on mass protests. This
pattern is also true for the freedom of association.

Although the score we gave to the period is the “absence of changes”, we
have to note the long#term nature of the de#liberalization trend caused by external
factors. In terms of legislative efforts, the ground for new repressive actions is
prepared here and now, which in the future might be manifested by severer
repression against potentially more active public protests, especially those inspired
by the more radical part of the opposition from abroad or ahead of the parliamentary
elections of 2012.

Description of the key event that defined the trend

The criminal case of Ales Byalyatski is mentioned as the main event of the
quarter for the second time in a row. However, whereas in the summer of 2011
his arrest could be qualified as something truly unexpected that contradicted the
continuing release of political prisoners, then the stiff sentence imposed on
Byalyatski in November already fits into the logical framework of the above trends.

Besides the significance (and value) of the Byalyatski figure to the West, this
case has a demonstrative value for all the variables included in the dimension of
the reviewed indicator. First off, Vesna human rights center played the key role in
the organization of internal monitoring of the election process and simultaneously
acted as an authoritative expert when assessing the legislative modifications in
this sector. The human rights center served as a link to provide legal and material
support for victims of political repression. The organization also actively brought
up questions concerning the freedom of speech, assembly and association, being
the leading structure of the Belarusian human rights movement.

It is for the reasons listed in the previous paragraph that the sentence passed
on Ales Byalyatski and his conviction appear to be the key events of the period
and at the same time characterize the existing trend. In this context, Byalyatski’s
future stands out against the possible release of prisoners of conscience who are
political activists.

On November 24, 2011, the Pervomaiski District Court of Minsk sentenced
Ales Byalyatski to 4.5 years in a medium#security correctional facility subject to
property confiscation and revocation of the right to engage in public activity. The
human rights activist was found guilty of grave non#payment of taxes, which is a
punishable offense under Part 2 of Article 243 of the Criminal Code. Byalyatski’s
defense claimed that the money on is accounts was not his personal incomes, but
was meant for his human rights projects and was used with the sanction of donors
for specific purposes.

The prosecutor’s office initiated the criminal case after the Ministry of Justice
of Lithuania and the General Prosecutor’s Office of Poland confirmed the
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Preventive arrests of prominent oppositionists also took place before the
December 19 events, timed to the first anniversary of the latest presidential election
(among those arrested was former candidate Vital Rymasheuski and at least two
more members of the Belarusian Christian Democracy). Arrests were also
sanctioned on December 30 and 31 on the eve of New Year’s Day. During the New
Year celebrations, some popular opposition websites were attacked by hackers,
and the management of the popular resource Charter’97 was intercepted.

On the final day of 2011, state enterprise Minsk Television Information
Networks decided to exclude Euronews from the list of generally available package
of television channels. Euronews used to provide Minsk residents with an
uncensored coverage of news in the country and the world.

NGOs are still facing arbitrary rejections of their registration applications.
Specifically, three regional and the Minsk city branches of the Human Rights and
Outreach Public Association Movement “For Freedom” were denied registration
for various reasons. Some organizations cannot have their names officially
approved by concerned authorities (Minsk and Grodno). It takes a few days to
consider applications for the approval of names for organizations, while commercial
organizations have their names approved on the day they file applications. During
the period under review, the prosecutor’s office issued an official warning under
Article 1931 of the Criminal Offenses Code for carrying out activities in an
unregistered religious organization in the Gomel Region.

Description of events that contradict, but do not change the trend

On October 1, 2011, former 2010 presidential candidate Dzmitry Uss was
released from prison. On September 1 and 14 presidential rulings pardoned and
released Nikita Likhaved, Alyaksandr Klaskouski and some other political prisoners
who were previously sentenced for taking part in the mass rally that protested
against the results of the presidential election on December 19. However, the
process of releasing political prisoners was later suspended.

The decreasing number of those arrested on administrative charges for
unsanctioned mass events (Human Rights Center Vesna reports a bit more than
50 arrested activists from September through December) observed during the
quarter in question can be attributed to the end of the “Revolution through Social
Networks” campaign, which resulted in hundreds of arrested activists in the
summer of 2011.

In November 2011, the Party BPF for the second time since the start of the
year changed its premises, this time making a three#year lease contact in a building
of communal ownership. At the same time, congresses of public organizations
and political parties were held with no impediments – the Party BPF, the Belarusian
Christian Democracy, the Conservative#Christian Party BPF and the Independent

associations are prohibited from having accounts in foreign banks. Additional
limitations have been imposed on party structures’ receiving donations. The
amendments tighten the liability for failures to follow the established procedure
when receiving foreign gratuitous aid: criminal liability has been introduced in
addition to existing administrative liability (and possible liquidation of public
associations and parties for such violations).

Of special concern is the inclusion in the Criminal Offenses Code of Article
3692 “Receipt of foreign gratuitous aid in contravention of the legislation of the
Republic of Belarus”. Almost synchronously the lower house adopted the bill to
introduce amendments to the Law “On Mass Events in the Republic of Belarus”,
which imposes strict limitations in the domain of the freedom of assembly, including
new types of and grounds for criminal liability. The bill also provides for liability
for the distribution of information about mass events prior to the authorization of
such events.

One event illustrating stagnation in political liberalization/democratization is
the dissolution of the Public Advisory Council with the Presidential Administration
on September 23, 2011. In December 2011, the Minsk office of the German Friedrich
Ebert Foundation was closed, and for the first time in many years, the annual
Belarusian#German Minsk Forum was not held.

The final months of the year saw the continuation of the criminal prosecution
of three members of the Party BPF Soym – Ales Kalita, Siarhei Semyanyuk and
Maksim Hubarevich. They are accused of violence against a guard of the building,
in which the party used to lease office premises. In November, the Party BPF
had to change the location of its headquarters for the second time in 2011,
because the owner of the premises, into which the party moved in July, suggested
that the opposition party should vacate the leased areas before the lease contract
expired.

Member of the Vitebsk department of the Conservative#Christian Party (CChP)
BPF Siarhei Kavalenka, who had been given a suspended sentence for placing a
white#red#white flag on the municipal Christmas tree, was arrested many times
on charges of administrative violations. All those accusations were somewhat
ambiguous. S. Kavalenka was later arrested and charged under Article 415 of the
Criminal Offenses Code (avoidance of the service of sentence in the form of personal
restraint) and is now facing up to three years in prison.

On the eve of the People’s Assembly that was arranged by opposition parties
in various Belarusian cities and towns on October 8 and a few following days,
there were many preventive arrests. Specifically, on the eve of the event slated for
October 8, head of the Slonim department of the Party BPF Ivan Shego, deputy
head of the Brest city organization of the Belarusian United Left Party “Fair World”
Lyavontsy Chepyrnykh and dozens of other members of opposition organizations
were arrested as a preventive measure.
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Trend 2
Economic Liberalization —�

The 2011 results

Following timid attempts to regulate the money market using administrative
levers, which really took very long, the authorities made up their mind to act on
recommendations of independent experts, including IMF staff, and launch a market
exchange rate of the ruble. However, in 2011, economic and social losses could
not even be compared to any other year of the previous decade. Unfortunately,
the policy pursued by the authorities does not rule out the chance that the situation
might repeat in the future.

The end of the year was marked by the return of Russian rents to the Belarusian
economy (sale of a 50% stake in Beltransgaz to Gazprom, opening of a credit line
to build the Belarusian nuclear power plant, new terms of energy trade). The result
was a temporary alleviation of the crisis. However, it is not clear whether the new
economic policy will build on the macroeconomic populism of the past or become
more rational and learn the lessons of the 2011 recession.

Was the forecast provided in the previous issue of BISS Trends
accurate?

The previous BISS Trends issue had a forecast that should the administration
keep to manual economic controls and fail to embark on structural reform,
especially in the currency segment, the country would be in for an aggravation of
economic consequences in the financial and real sectors and dramatic reduction
in the purchasing power of the population. Fortunately, that forecast did not come
true. During the period September to December 2011, the authorities gradually
loosened the administrative control of the economy. The extra trading session at
the currency exchange was later unified with the principal session. As a result, the
situation in the currency market, which was one of the reasons behind the economic
crisis, stabilized, and the Belarusian ruble even appreciated a bit against the basket.
Furthermore, the National Bank tightened its monetary policy by increasing interest
rates, limiting preferential lending and targeting the money supply.

Nevertheless, we should note that the government was only making steps to
rectify the aftermath of the economic crisis, instead of aiming at liquidating the
reasons behind the economy’s high susceptibility to external and internal
macroeconomic shocks. The authorities never diminished the role of the state in
the economy, though. The National Bank still lacks the autonomy to make decisions
and depends entirely on the executive branch. The Finance Ministry is obliged to

Union of Belarusian Writers all convened without hindrance. The public organization
“Alternativa#plus”, which is committed to protecting the rights of sexual minorities,
held its constitutive meeting on October 15.

In the period October through December 2011, 20 public organizations and
four funds were registered. Most of the registered associations are sports societies,
just like in previous periods.

Brief forecast for the next quarter

Stagnation will remain in the public and political sector, whereas the repressive
and forceful components of the policy pursued by the Belarusian regime will grow
even stronger. Because of this, the future status of the indicator in question should
be called “potential de#liberalization”: state agencies are ready for new limitations
of the freedom of speech (especially with regard to Internet sites and social
networks), freedom of assembly (adopted amendments pertaining to the procedure
for the organization of mass events) and freedom of association (criminal cases
initiated against the NGOs that receive and use foreign gratuitous aid without
registration). Overall, the scope of repression will depend on the level of public
activity and protests, which does not seem to have potential to be high enough.

Brief forecast for 2012

The electoral legislation will not feature any amendments, while at the practical
level (during the preparation for the parliamentary elections of 2012), one should
rather expect a depreciation of the few positive changes that were introduced
prior to the latest presidential election. This could be made possible either by way
of direct violations or by adopting sublegislative clarifications and interpretations
by the Central Election Commission). In any case, the country will be in for a more
active manifestation of public activity before the parliamentary elections, as well
as tighter measures to control the freedom of speech and increase in the number
of people arrested for breaching the rules of holding mass events. One or two
political parties may be liquidated.

The de#liberalization trend can only be modified by changes in the foreign
political standing of the regime, hypothetically, during the period following the
presidential election in Russia in March 2012.

Further release of political prisoners (not all of them, though) could indicate
the readiness of the regime to take part in a new round of talks with the West and
mitigate repression. One should not expect a complete elimination of the human
rights movement; the authorities will sooner continue and expand the tried practice
of “wearing lawsuits”, like in the case with the tax#based prosecution of the
Belarusian Helsinki Committee.
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compared to the start of 2011, the national currency was devaluated by 172%, a
new record high for Europe for the past two decades.

The transfer to the market exchange rate and its further stabilization produced
a positive impact on the reduction in investment risks and limited devaluation
and, consequently, inflationary expectations. Previously, companies were unable
to acquire currency legally; the exchange rate used to change unpredictably, and
all currency costs and risks were included in the price.

For instance, in September, many commodities with an imported component
(the absolute majority of commodities in the Belarusian market) were offered at
prices based upon an exchange rate set between 9,000 rubles and 12,000 rubles
per U.S. dollar. Therefore, the unification of multiple rates created equal possibilities
for doing business in the public and private sectors. Previously, private enterprises
were supposed to surrender 30% of their revenues to the state at the official
(lower) exchange rate and could only buy foreign currency in the black market or
at the extra session of the exchange at a rate 50–80% above the official one,
whereas state#run enterprises requiring foreign exchange enjoyed access to internal
interdepartmental channels and were able to buy exchange at the official rate.

Simultaneously with the liberalization of the money market in September#
December 2011, the National Bank consistently tightened the monetary and credit
policy. The refinancing rate was raised to 45% from 22%. The money supply was
growing at a slower pace due to restraints on new money issues imposed by the
NBB and new lending operations between commercial banks and the real sector
in connection with the increase in interest rates.

In September#November, ruble money supply (the M2 aggregate) increased
8%, an average 2.6% a month, whereas in January#August, the figure expanded
by 34%, an average 3.7% a month. The one#point difference between the average
monthly increase really matters on a yearly scale (in our case, the 12#month
difference would reach 19%). The result was a less significant consumer inflation
increase at the end of the year. In September 2011, CPI went up 13.6% on the
month, which compares to 8.2% in October, 8.1% in November and only 2%
during the first 27 days of December. Nevertheless, since the start of the year,
consumer prices grew 109%, which is also one of last decade’s highs not only for
Belarus, but also for entire Europe.

Amid the high consumer inflation rate and ruble devaluation in September#
December, the authorities kept cutting back spending on state programs,
including preferential home lending projects and subsidies to state#run
agricultural enterprises. Because of the trend described above, September#
December 2011 saw a deceleration in investment and consumer activities.
GDP growth rate fell to 5.8% in January#November 2011 from 9.1% in January#
August and is expected to further decrease to 4.5% for January#December.
The same factors started affecting the banking sector by increasing the

meet the populist demands of the president; the share of the state in GDP has
remained unchanged at about 70%. Of the 180 enterprises that were supposed to
be privatized in 2011 (mostly in the second half of the year) only 38 were sold for
a total of 170 billion rubles (about USD20 million).

Justification for the new trend

In the fourth quarter of 2011, the trend seemed to make a positive turn –
instead of de#liberalization, a clear message was observed that the authorities
were planning to undertake targeted reforms in the economy, including efforts to
liberalize the currency sector, tighten monetary, credit and fiscal policies, increase
energy efficiency of the economy, limit privileges and preferences, improve the
business environment for small and medium#sized enterprises, introduce equal
treatment of businesses and continue the privatization process. Not all of these
measures were launched in the final quarter, and those that were introduced often
fell short of the planned scope. The pace of the economic reform leaves much to
be desired. However, there is a high likelihood that the trend towards a future
economic liberalization will continue.

Description of the key event that defined the trend

The main event of the final four months of 2011 was arguably the resolution
of the currency crisis. On September 14, the National Bank allowed an extra session
of the Belarusian Currency and Stock Exchange (BCSE). Currency for so#called
critical imports (oil, gas, pharmaceuticals, servicing of the foreign debt) was still
available at the principal session at lower rates. For all other purposes, currency
was available at the extra session of the exchange at nearly market rates.

One of the objectives of the extra session was to determine the real market
exchange rate of the ruble. On the first day of the extra session, the exchange rate
collapsed, and the gap between the official exchange rate and that identified as a
result of the additional trading session reached 60%. The dollar bought 5,347
Belarusian rubles in the morning, which compared to the 8,600#ruble rate achieved
at the extra session that day.

The period between September 14 and October 19 saw the authorities try the
administrative, financial and information resources to support the exchange rate
of the ruble and create the appearance of foreign exchange stability. Eventually,
on October 20, the National Bank unified the exchange rates, which envisaged
51% devaluation of the ruble against the basket of currencies compared to the
official exchange rate set for the previous day. During the few following months,
the exchange rate kept fluctuating within a narrow band of ±2–3% (during the first
weeks) and appreciated vis6а6vis the basket by 6% by the end of the year. However,
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principal. Furthermore, Belarus exchange the remaining 50% stake in OAO
Beltransgaz for USD 2.5 billion and a preferential natural gas fee for 2012. The
gas price discount will result in about USD 3 billion in benefits for the country in
2012. Additionally, Belarus and Russia agreed a new price formula and terms of
supplies of Russian crude oil to the Belarusian oil refineries, a move that will save
Belarus another USD 700 million in 2012. Finally, the Belarusian government
managed to borrow another USD 1 billion against a security of 51% in OAO Naftan,
one of the country’s two oil refineries. On December 30, Belarus received the
second USD440 million installment of the EurAsEC loan. The total amount of
Russian subsidies thus returned to the level of the blessed early 2000s.

One conclusion that can be made from what has been said is that Belarus
is getting more and more attached to Russia, hence its stronger dependence
on the eastern neighbor. This means that the Belarusian authorities are not
interested in transforming the economy towards the market. On the contrary,
it looks like the authorities will be doing their best to postpone unpopular
decision#making.

Brief forecast for the next quarter

One should expect the economic situation to further stabilize in the first quarter
of 2012. This holds for not only inflationary and devaluation processes, but also
the slower growth in GDP caused by tighter economic policies. The increase in
the first grade wage rate on January 1 (by 32.5%), students’ allowances (by an
average 20%) and pensions will very soon be offset by growing prices, therefore,
real personal incomes will remain unchanged in the first quarter of 2012 on a
year#on#year basis.

Brief forecast for 2012

Unfortunately, we still have doubts that the existing regime, which denies the
necessity of market reforms (the “market#oriented” premier recently earned a
severe public reprimand from A. Lukashenka), will be able to conduct the requisite
transformations in the economy.

Just like it happened in 2011, we should be skeptical about the government’s
forecasts and targets (a foreign trade surplus, 5–5.5% GDP growth, consumer
inflation growth between 19% and 22% and stability of the Belarusian ruble).
Experience proves that the Belarusian economy is founded on populism, and there
are no preconditions to assume that the authorities will give up on populist
measures this year. Another likely outcome of the current trend is the further
reduction in the purchasing capacity of the population compared to 2011. Inflation
rate will exceed 20%, foreign trade deficit will likely reach 5–6% of GDP, gross

vulnerability of banks’ foreign exchange liquidity position and affecting the
quality of their assets.

Description of additional events

As we predicted in the previous issue of BISS#Trends, the devaluation of the
ruble without structural reforms can only increase the competitiveness of Belarusian
products for a very short period. Despite the significant devaluation of the Belarusian
ruble accompanied by moderate monetary and fiscal policies, the country’s current
account balance deteriorated in September#November 2011. While in the third
quarter, Belarus’ foreign trade surplus amounted to USD909 million, in October#
November, a USD145 million deficit was recorded.

During the first three quarters of the year, current account deficit reached
11.9% of GDP, down from 13.1% in January#September 2010). Overall, current
account deficit remains high. To offset it, the authorities plan to increase external
borrowing and currency receipts from case#by#case privatization or attract other
foreign direct investments.

Because of the generally negative business climate in the country, one should
not expect new large investors to arrive in Belarus soon. On the other hand, the
foreign debt and expenses to service the debt are already high enough to get
concerned about the future generations being able to repay them. As of the end of
the year, Belarus’ overall foreign liabilities, including those of the private sector,
stood close to USD 35 billion, about 60% of GDP, including the USD 13 billion of
the state sovereign debt.

In 2012, Belarus plans to spend USD1.2 billion to service its foreign debt (to
compare: this year’s third and fourth tranches of the EurAsEC loan will total USD 800
million). Current account deficit alongside the poor foreign debt situation can
therefore contribute to the trend towards a gradual liberalization and implementation
of separate structural reforms.

Description of events that contradict, but do not change the trend

The final weeks of the year 2011 witnessed a number of significant agreements
signed between Belarus and Russia. On November 18, the presidents of Russia,
Belarus and Kazakhstan in Moscow signed the Declaration of the Eurasian
Economic Integration. In exchange for its engagement in the integration projects,
Russia is ready to extend to Belarus a USD 10 billion loan to build its first nuclear
power plant. It was reported later that Russia would provide a tied loan, albeit on
very beneficial terms. Belarus will receive a loan amounting up to USD10 billion to
cover up to 90% of the nuclear plant cost. The money will be provided for 25
years with a repayment moratorium of 10 years and a 15#year term to pay the
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regulations, the state authorities keep consulting with the business community;
however, the latter has little influence on the decision#making. Given the large#
scale privatization transactions that are completely non#transparent and
discussions of the scandalous amendments to the law on state security agencies,
the fourth#quarter trend should be marked as “regress”.

Overall, the year 2011, dubbed the “Year of Entrepreneurial Spirit” did not
finish in favor of entrepreneurs, who, just like other citizens, are losing
confidence in the authorities because of arbitrary law administration and the
instability of legislation. The experiment of “controlled liberalization” collapsed.
Belarus expectedly failed to attain transparent and equal conditions for all
entrepreneurs. Altogether, the “liberalization” trend monitored in 2011 can be
unambiguously called “regress” compared to the year 2010 developments,
considering unstable regulations and the non#transparency and inconsistency
of law#enforcement.

Description of the key event that defined the trend

This key event is the signing of the contract to sell a 50% shareholding in
Beltransgaz to Russian OAO Gazprom. Following the relatively successful first
privatization wave, when stakes in smaller open joint#stock companies (OAOs)
were sold by open auctions, the deal with the Russian gas giant to sell the remaining
state#controlled interest in Beltransgaz used a non#market method, i.e. the way of
direct negotiations with the only bidder, the monopoly supplier of natural gas to
the country. This fact amply illustrates the arbitrary nature of the administration of
law in Belarus and absence of uniform transparent rules of the game that would
be binding for all. The arbitrariness of law#enforcement therefore identifies the
quality of governance and the rule of law.

Description of additional events

On January 1, 2012, the investigative department of the prosecutor’s office,
preliminary investigation board of the Interior Ministry and financial investigation
agency of the State Control Committee were merged into a single Investigative
Committee, which will answer directly to the president. The head of state will
personally appoint chiefs of the new structure. Over the last few years, there have
been many scandals caused by various investigative departments producing
damaging information about “counterparts”. Expectedly, the creation of the new
structure will rule out such incidents, whereas the investigation process will
definitely become more opaque.

The Administrative Offenses Code now features new sanctions – Article 22.16
stipulates a punishment for violating the regulations concerning the use of the

domestic product will grow insignificantly, by mere 2–3%, and devaluation
prospects are vague.

On the other hand, the liberalization of trade relations between Belarus, Russia
and Kazakhstan, as well as Russia’s accession to the WTO, may eventually force
the Belarusian authorities to undertake at least gradual market reforms.

Trend 3
Quality of governance and rule of law —�

The 2011 results

Overall, the year 2011was marked by selective (i.e. arbitrary) administration
of law both in the field of economic and political rights. The year that had been
christened the “Year of Entrepreneurial Spirit” was characterized by mostly manual
economic management and absence of any improvements in the rules of the game
for private business.

Was the forecast provided in the previous issue of BISS Trends
accurate?

As we had predicted, the “manual” economy management trend and
contradictory changes in the legislation with a strengthening of controlling functions
of the state persisted. Amid the development of legislative acts pursuant to Directive
№ 4 on economic liberalization, some amendments to codes and laws tightened
the management framework. Thanks to external financial injections from Russia,
the country managed to curb the negative processes in the economy, which allowed
the regime to further conserve the existing authoritarian management and law
system with no alterations.

Justification for the new trend

Whereas previously the liberalization rhetoric was purely formal, then in the
final quarter of 2011 it disappeared completely. In early November, Lukashenka
openly dressed down the “Myasnikovich–Rumas economy”, and the liberalization
context immediately lost its relevance. Nevertheless, government members kept
their posts, which means the previous policy and previous trends will remain.

The authorities keep working on regulatory acts in pursuance of Directive
No.4; however, the original drive that encouraged the government to put the
directive into life has been almost completely exhausted. When developing new
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Brief forecast for 2012

The protest moods in society and low confidence rating of the ruling elite demand
tighter measures to control society and the economy. The development of information
technologies that permeate all spheres of life will be accompanied by the
strengthening of control of the electronic exchange of information. It is unlikely that
in this context the authorities will adopt regulations to protect personal information.

By all appearances, the trend towards the overall “codification” of the country
will continue, i.e. efforts to adopt codes in various fields (for instance, in culture),
and the same holds for the association of a few regulatory acts into a single one
with virtually same unchanged components. Manual economic controls in the
form of presidential rulings will also continue as handy instruments that can easily
be approved and then cancelled by a single person.

Trend 4
Geopolitical orientation

Pro�Russian vector �

Pro�European vector �

The 2011 results

The year 2011 saw a major geopolitical turn and the end of the multi#vector
foreign political endeavor. As soon as EU visa sanctions were slapped on the
Belarusian administration (those were mostly caused by the presence of political
prisoners in the country), official Minsk commenced a foreign political turn towards
Russia. Whereas in summer, there was certain intrigue about the possibility of
resuming dialogue with the European Union, as soon as Russia generously offered
economic preferences, Belarus’ choice in favor of the Eurasian integration was
predetermined.

Was the forecast provided in the previous issue of BISS Trends
accurate?

The previous forecast was not accurate for a few reasons: the secret talks
between Bulgarian Foreign Minister N. Mladenov and A. Lukashenka were made
public; official Minsk had to scale down the declared liberalization in order to
preserve its image; the Belarusian administration made up its mind to sell
Beltransgaz and accede to the Eurasian Union. These factors dramatically changed
the geopolitical situation around Belarus.

national Internet segment. Starting next year, the state will be enabled to fine
organizations and entrepreneurs selling commodities and services on the domestic
market using Internet#based systems that are located and registered outside
Belarus. Furthermore, the amendments to the code stipulate fines for Internet
providers that fail to identify and store personal data of such subscribers. Also,
users’ access to banned websites will be limited.

Description of events that contradict, but do not change
the trend

In the fourth quarter, the government announced the preparation of new
“liberalization” rulings to implement Directive No.4 aimed to promote competition,
facilitate antitrust measures, form the single list of administrative procedures and
regulate industrial and agricultural subsidies.

Presidential ordinance No.545, which adopted the Address on the development
of ordinary law courts, became one in that series of promises. The direction of the
reform is clearly outlined; however, we have to remember that as long as the
judicial power in the country depends entirely on the executive branch and as long
as “telephone law” remains effective, there will be no improvement in the status
of justice in the country.

As a rule, declarations remain on paper, and entrepreneurs, including
foreign investors, are already tired of listening to promises that are
abundant, but not good enough to reshape the business environment. The
preparation of a “liberalization” document alone cannot be considered
liberalization until the document is adopted and launched; therefore, this
preparatory process cannot influence the generally negative trend in the
period in question.

Brief forecast for the next quarter

Amid the temporary macroeconomic stabilization caused by external financial
injections from Russia, the authorities will keep restraining or even start phasing
out liberalization. At the same time, this country’s joining the Common Economic
Area (CEA) and commitment to harmonize economic regulations, including antitrust
rules, will oblige the Belarusian authorities to adopt legislative acts that will be
liberalizing in their nature. The competition with Russia and Kazakhstan in the
common market and need to have a more favorable business environment
compared with neighbors will call for real liberalization measures in the economy.
The gap between the liberalization of the economic and sociopolitical life will thus
broaden.
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Belarus got USD1 billion as a loan to OAO Belaruskali, extended against a security
of the government. Minsk also managed to get itself new concessions and
indulgencies, as its economy is clearly unready to accede to the Common Economic
Area – Belarus was allowed a seven#year respite (transition period) to amend its
rules of state support for agriculture, whereas national customs preferences for
companies registered in free economic zones will be valid until January 1, 2017.

Russian capital started penetrating slowly into this country’s potash industry,
as Russian businessman M. Gutseriyev was granted the right to develop a potash
field in Belarus); the USD1 billion loan to OAO Belaruskali was extended against a
security of a 51% shareholding in OAO Naftan. Belarus has also made the decision
to sell the state stake in Mobile TeleSystems (MTS). Russian businesses also
continued acquiring less significant Belarusian enterprises. Throughout the period
in question, Belarusian state propaganda demonstrated complete loyalty to the
Russian administration (it supported all integration initiatives, provided a positive
coverage of the parliamentary elections and slammed post#election protests in
Moscow, etc.).

During the final days of September (on the 29th and 30th), Warsaw played
host to the second Eastern Partnership summit, where Belarus was represented
at the level of its ambassador to Poland, because the head of state never got an
invitation. For its part, the European Union deemed it unacceptable for the
Belarusian ambassador to take part in the top#level summit events, which resulted
in a demarche of the Belarusian representatives, who declared their further non#
participation in the event. The demarche complicated the already tense relations
between Minsk and Brussels. Amid the general disappointment with the results of
the Eastern Partnership summit, Donald Tusk’s proposal to provide a financial
assistance package to Belarus looked all the more ambitious and sensational. The
Polish premier suggested offering Belarus a total of USD 9 billion as soon as the
Belarusian government met three conditions: to release and rehabilitate political
prisoners, embark on a dialogue with the opposition and conduct the parliamentary
elections in compliance with the OSCE standards. Tusk’s proposal was to designate
the financial assistance for reform in Belarus – the money will be coming from
various sources, including the IMF, the European Bank for Reconstruction and
Development and other financial instruments. Lukashenka’s resignation was not
on the list of the conditions.

In a bid to implement the secret agreement with Nikolay Mladenov, the
Belarusian side indeed released nearly all political prisoners sentenced for their
roles in the December 19, 2010 events, except some key figures, such as
A. Sannikau and M. Statkevich. However, the foreign political effect of the move
was somewhat neutralized by the ongoing “Ales Byalyatski case” and repressive
legislative initiatives of the Belarusian authorities (including amendments pertaining
to the regulations on political parties, NGOs, mass actions and new legislative

Justification for the new trend

The period in question saw a “freezing” of the conflict status quo in Belarus’
relations with the European Union. The Belarusian authorities ceased their attempts
to normalize the relationship with the West in order to receive financial support
from the EU and international institutions. This was to a great extent promoted by
the country’s disillusionment with the engagement in the Eastern Partnership
initiative, as well as the ongoing policy of imposing sanctions on the regime that
is pursued by official Brussels.

The economic and political dependence of Belarus on Russia increased in
conditions when no alternative foreign political vectors are available. The generous
“integration discount” on natural gas fees and new loans further marginalized the
relations with the European Union. In its relations with Russia, Belarus swung
from the policy of stonewalling decision#making towards actions demonstrating
loyalty and friendly rhetoric.

Description of the key event that defined the trend

Throughout September#December 2011, Belarus meticulously met all
conditions to join the Common Economic Area (CEA): the country signed and
ratified the Declaration on the Eurasian Economic Integration; inked the agreement
on the establishment of the Eurasian Economic Commission; offered Russian
capital new opportunities for the privatization of the largest Belarusian enterprises.
These concessions secured official Minsk substantial economic preferences for
the year 2012.

On November 8, the first spur of the European#Russian Nord Stream pipeline
(routed on the Black Sea bottom) was officially launched. Although the new pipeline
system is not capable of rerouting the entire volume of the Belarusian gas transit,
its mere availability dramatically reduces the significance of the Belarusian gas
transport system, stripping Minsk of an important bargaining chip in its talks with
Moscow.

On November 25, Belarus and Russia signed a contract to sell/purchase the
remaining 50% stake in Beltransgaz for a total of USD2.5 billion. In exchange for
this transaction, as well as Minsk’s consent to take part in the Russian integration
initiatives, Belarus was offered an unprecedented discount on the natural gas
price, which will only amount to USD165 per 1,000 cubic meters in 2012. The
Belarusian administration also contrived to secure beneficial terms of supplies
and processing of Russian crude oil. This country also got a second installment of
the EurAsEC loan amounting to USD440 million and hopes to take out a preferential
loan for the construction of its first nuclear power plant amounting to USD10
billion (the contractual agreement on the construction of the first and second
power units of the future nuclear plant was signed on October 11). Furthermore,
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According to the National Statistical Committee, in January#October 2011,
Belarus’ trade turnover with the European Union member#states came to
USD 19.637 billion, up 71.7% on the year. Of all Belarusian exports, Russia
accounted for 34.7%, other CIS countries for 14.3%, the EU for 38.3%, and other
foreign countries for 12.7%.

Description of events that contradict, but do not change the trend

When accepting credentials of Head of the EU Delegation to Belarus Maira
Mora on September 20, Alyaksandr Lukashenka said he hoped for a reset of
Belarusian#European relations based upon the equality of rights and mutual respect.
On September 22, it was spokesman for the Foreign Ministry Andrei Savinykh
who said that Belarus was interested in constructive, consistent and equitable
relations with the European Union. The statements were made during the
preparation for the regular Eastern Partnership summit. On October 6, Minsk hosted
the first round of technical talks with the European Union over economic and
financial issues – the declared objective was to promote the exchange of
information about the situation in the economy with a view to producing
recommendations as to improvements of macroeconomic policies.

Brief forecast for the next quarter

Given the agreements with Russia and sizeable “integration discount” on the
natural gas fee for Belarus, one should not expect modifications in the foreign
political orientation of official Minsk in the near future, at least before the presidential
election in Russia this March. The relationship with the European Union will remain
difficult because of Minsk’s failure to comply with Brussels’ requirements – in the
new foreign political framework, the Belarusian authorities are no longer interested
in normalizing the relations with the European Union.

Brief forecast for 2012

Minsk’s heavy dependence on Moscow will persist and grow stronger. In the
framework of the Common Economic Area, the Belarusian socioeconomic model
will undergo gradual transformations accompanied by stronger market trends.
Russian capital will step up its presence in the Belarusian economy. In order not
to mar the image of the Belarusian head of state, this expansion will be masked by
various “grey” schemes, which will be largely non#transparent to the public.

Belarus’ policy on the European Union, being overshadowed by Belarusian#
Russian relations, will depend entirely on Russia’s actions and accuracy of the
implementation of the agreements with Belarus. This country’s getting back to

initiatives concerning the security forces). In response to these aggravations, the
Council of the European Union on October 10 decided to add 16 more names to
the list of Belarusian officials who are denied entry to the European Union, and
whose assets in the EU must be frozen. The European Parliament also passed a
resolution condemning the aggravation of the situation with human rights in Belarus
and calling for an immediate release of Ales Byalyatski.

The sentence passed on A. Byalyatski (Human Rights Center Vesna) on
November 24, which envisages imprisonment and property confiscation, became
an important factor in the relationship between Belarus and the European Union,
at least in the short#term prospect. Right after the sentence was pronounced, the
European Union expanded its sanctions (entry ban and freezing of assets) applying
them to the people who participated in the case of the human rights activist. The
two new names on the “black list” added on December 16 brought the total number
of persons subject to sanctions to 210.

During the final quarter of the month, Lukashenka repeatedly made sharply
negative statements about the European Union (the most characteristic examples
include the interview to editor#in#chief of Russian News Service (RSN) Sergey
Dorenko and the press conference for Belarusian media.

Description of additional events

In September, the Euronest parliamentary assembly, the parliamentary
component of the Eastern Partnership initiative, was inaugurated. Belarus’ place
was vacant, because the European Parliament does not recognize the Belarusian
National Assembly to be a legally elected parliament. The format of Belarus’
engagement in the Euronest dimension had been discussed for a few years, and
only as late as last autumn the EU made the decision to launch the assembly
without a delegation from Belarus. This country thus lost another communicative
platform in the framework of building its relations with the European Union.

In December, the Belarusian authorities closed the office of the German
Friedrich Ebert Foundation in Belarus. According to spokesman for the Belarusian
Foreign Ministry Andrei Savinykh, “the decision was prompted by a sharp
radicalization of Germany’s position concerning Belarus, for which the German
side is solely responsible”. The Belarusian office of the foundation opened in Minsk
in 1997. The office promoted cooperation with government institutions, civil society
organizations, political and public figures.

The annual joint board sessions of the Ministries of Foreign Affairs of Russia
and Belarus, which took place in Moscow on October 31, adopted a Program of
concerted actions in the foreign policy of the member#states of the Union State of
Belarus and Russia for 2012–2013. During the board session, Ministers Martynov
and Lavrov had a one#on#one meeting.
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The possibility of certain liberalization mentioned in the previous forecast,
which was connected with the possible release of political prisoners, was
realized only in the framework of the presidential ordinance “On measures of
state support and promotion of cinematography”, which many experts believe
has the potential for overcoming the monopoly of the state film studio
Belarusfilm. Repeating the pattern of political liberalization, when not all
political prisoners were released, the liberalization in the cultural sector was
manifested in the narrow cinematographic sphere and cannot be considered
systemic.

Justification for the new trend

The fourth#quarter trend of the year 2011 should be identified as the artificial
ousting of politics from culture. This trend was observed previously, but it has
become especially obvious during the final months of the year. The intention to
separate politics from culture was declared by some officials and at the
institutional level, when relevant decisions were made by state and even private
organizations. The culture figures who in their works or public statements can
qualify for a political role are alienated, and their symbolic value for society is
negated.

The autumn of 2011 traditionally saw a number of regional and international
annual holidays and festivals. The cultural life of the country therefore cannot be
called uneventful. Nevertheless, it cannot be called diverse, either, because most
of the actors who are independent of the authorities are still faced with restrictions
on their potential presence in the public space.

At the same time, all attempts to create a cultural product that could encourage
loyalty in the official discourse tend to fail. The significant decrease in living
standards of most Belarusian citizens contributes to the increased relevance and
demand for a special critical prism to interpret the cultural products that are
deliberately reduced to entertaining and distracting the public from socially
significant events. It seems symptomatic that the culture page in the state press is
filled with news of showbiz, reports from entertainment events and amusing stories
from the past.

The strategy of pushing politics away from the culture field, de#liberalization
and rejection of the European identity of Belarusian culture produces an opposite
effect: the audience tends to pay more attention to political acts expressed in
the form of artistic works, to such cultural practices that presuppose a critical
interpretation of the political reality. This form of protest is deemed most
successful currently, which is proved by the growing audience of independent
media resources, popularity of the musicians and writers from the unacknow#
ledged “black list”.

the policy of balancing between the east and west is only possible if the Kremlin
puts more pressure on Belarus and fails to honor its commitments after the
presidential campaign in Russia has been completed.

Trend 5
Cultural policy —�

The 2011 results

In Belarus’ cultural policy, the year 2011 was marked by lost opportunities
for the authorities, limitations imposed on the cultural landscape, marginalization
of alternative cultural projects and attempts to drive unofficial cultural projects
into a ghetto. In 2011, such negative phenomena as “black lists”, cancellations of
concerts, veil of silence about Avtoradio’s getting back on air and multiple slander
and contempt lawsuits filed against both individuals (A. Pochobut, S. Mikhalok,
etc.) and independent media resources (Nasha Niva, Narodnaya Volia) became a
routine. Logically building on the trend is the series of attacks against the Charter’97
resource, which was clearly beyond the legal field.

On the positive side, the year 2011 saw an increase in the demand in the
Belarusian cultural field for products well outside the official aesthetic framework.
In this context, one should note the significant increase in the number of visits to
independent media resources, growing popularity of alternative musical projects,
which do not fit in the pool of “approved cultural figures”, as well as the demand
for a sarcastic, grotesque conceptualization of the political reality, which allows
overcoming the state monopoly on the interpretation of cultural, political and other
events.

Was the forecast provided in the previous issue of BISS Trends
accurate?

The forecast made in the previous issue of BISS Trends was accurate with
regard to the advancing depreciation of cultural products that represent the official
discourse – even the state media admit this. An excellent illustration is the debate
over the role of the writer and literature initiated by Sovetskaya Belorussia daily,
which eventually turned into a bitter wrangle over personalities. Also indicative in
this context is the tour of the pro#government Union of Writers of Belarus (UWB)
of the Minsk region, which revealed – a fact that is also reported by Sovetskaya
Belorussia – that the writers who visited the province are unknown to the public,
and that their books cannot be found in local libraries.
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investigation evoked a wide response in non#governmental media. Also
noteworthy is the censorship of the performance of famous Belarusian musician
Lyavon Volski at the tut.by portal, which is positioned as an unbiased outlet.
This event made it into the top news of all independent websites and provoked
an active public discussion.

Also worthy of mention is the congress of the alternative public organization
Union of Belarusian Writers (UBW), which expelled V. Yakavenka for his
publications in the state Litaratura i mastatstva periodical. In his publications, the
writer accuses the leaders of the Union of financial fraud. The UBW later received
a letter from the Justice Ministry, which did not recognize the expulsion of the
writer. These measures to localize influence indicate the symbolic significance of
the cultural actors opposed to the authorities in the public space.

Description of events that contradict, but do not change
the trend

One event contradicting the trend was presidential ordinance № 567 “On
measures of state support and promotion of cinematography” adopted by President
Lukashenka on December 5, 2011. The ruling can be considered a step towards
liberalization, as many experts believe it has the potential for liquidating the
monopoly of the state film studio Belarusfilm. The document envisages equal
financial possibilities for state and private companies and introduces control of
the use of funds in movie productions.

The fact that many trends of the official cultural policy are personified in the
actions of a single power actor can be considered a confirmation of certain servility
of the Belarusian Ministry of Culture, which regulates the sphere rather as an
entertainment zone.

Brief forecast for the next quarter

The first quarter of 2012 will be largely characterized by the identified negative
tendencies connected with the de#liberalization of the Belarusian cultural field.
With that, one should expect further equivocal manifestations of the strategy to
approximate to the Russian cultural landscape within the track of the regional
geopolitical project of Russia, Belarus and Kazakhstan.

There is also a strong likelihood that the authorities will continue making use
of the practice of excluding and marginalizing independent cultural actors in the
first quarter of 2012, including in connection with more successful self#
identification attempts of Russian civil society and engagement of actors having
considerable cultural capital and capable of successfully investing it in political
struggle.

Description of the key event that defined the trend

A chain of events was observed during the period under review that can be
characterized as “de#liberalization” and “regress” of the Belarusian cultural
landscape. Contrary to the traditional pattern, we are going to describe a series of
events that determined the nature of the trend instead of a single event. On
December 30, 2011 A. Lukashenka signed a ruling to declare the year 2012 to be
the “Year of the Book”. This choice was not random, because, judging by the
events of the last four months, literature started to be considered as one of the
most important instruments to struggle for people’s loyalty and advocate the
ideology of the Belarusian state. In this connection, one should recollect the
repeated statements by A. Lukashenka about the role of the writer and literature
in Belarusian society; speech of Culture Minister P. Latushka during the opening
ceremony of the Days of Belarusian Literature in Gantsevichi; development of the
national reading program initiated by the Ministry of Culture, and active publications
in Sovetskaya Belorussia – the official mouthpiece of the Presidential
Administration – in this respect.

At the same time, the intention to popularize the men of letters who are loyal
to the authorities and their works inevitably envisages the denial of the value of
alternative literary styles. Political activity implies a waiver of the right to create.
The recognition/rejection criterion is clearly outlined in A. Lukashenka’s speeches
during meetings with members of the Union of Writers of Belarus, on October 25,
and creative youth, on December 1. Therefore, the cultural policy of the period in
question was initiated and governed by a clearly personified source rather than an
anonymous figure of the regime, which cancelled concerts, shut down Avtoradio
and imposed censorship.

Paradoxically, the key events turn out to be Lukashenka’s statements, not the
measures and resolutions of the Ministry of Culture or Ministry of Information.
Yet, the period under review clearly revealed the imperfections of the authoritarian
cultural policy. The Union of Writers of Belarus, established in 1996, enjoys a
colossal support of the state, both financial and informational. However, its results
are not impressive, and most of its members are virtually unknown to the general
reader. The UWB tour of the Minsk Region on November 8–9 demonstrated the
absence of any significant influence of the pro#government literary retinue on the
general reader, despite 2 million copies printed under the aegis of the Union over
the last five years (fully financed by the state).

Description of additional events

The events that add to the trends described above include the probe by the
prosecutor’s office into the statements addressed by the leader of Lyapis
Trubetskoy Siarhei Mikhalok to Lukashenka – the groundlessness of the
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Brief forecast for 2012

Amid shortages of financial resources, the regime will arguably save on
“circuses” in the framework of its cultural policy. This is confirmed by the attempts
to promote the “monetization” of the Belarusian cinema and permanent search
for sponsors and donors to finance other cultural projects. It is also reasonable to
presume that the authorities will keep to the habitual strategy of resorting to
repression against any alien discourse in the Belarusian cultural landscape. The
process of liberalization and engagement of Belarusian culture in the European
context will rather take the form of short#term perfunctory modifications. At the
same time, the symbolic capital of independent alternative actors in the cultural
field will be growing. This tendency holds certain potential for the struggle for the
European identity of Belarusian culture.
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