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For the Republic of Belarus, as an active participant in international economic relations, attracting foreign investment is a fun-
damental component of the state's foreign economic policy. The degree of competitiveness of a country in the capital, labor, and
innovation markets largely depends on its investment attractiveness. For this reason, a comprehensive analysis of the investment
climate is very important when making a final decision on the implementation of capital contributions, both for internal and external
investors. The assessment methodologies used in international practice are very diverse, however, as a rule, they do not fully take
into account the peculiarities of transition economies. The article analyzes a group of financial and economic factors that influence
the investment climate, taking into account the specifics of the conditions for the development of Belarusian economic system with
focusing on the rates and directions of changes in indicators. Within the framework of the study, the following were examined: GDP
dynamics (including per capita); changes in the value of foreign debt; inflation rate; refinancing rate; preferential tax treatments;
degree of stability of the national currency; level and features of monopolism in the country; market capacity; cost of skilled labor.
The analysis made it possible: to determine the rate of change and main trends in the development of key economic indicators; to
group them by areas of influence on the investment climate of the country; to identify bottlenecks that require special attention of
investors when making decisions on capital injections. The results obtained make it possible to form an idea of the specifics of doing
business in Belarus.

Key words: investment climate, GDP, external debt, inflation, refinancing rate, tax treatment, monopoly, market capacity.

[Onsa Pecny6nmkn Benapych, Kak ak TUBHOIO y4ac THUKA MeXKAYHapPOHbIX 3KOHOMUYECKUX OTHOLUEHWIA, NPUBNEYEHNE MHOCT pPaH-
HbIX MHBECTULMIA SBNSIETCSA OCHOBOMO/AratoLLEeli COCTaBNAOLLEN BHELUHESKOHOMMYECKO NOAMTUKM rocyaapcTsa. OT MHBECTULM-
OHHOI# NPUBNEKATENLHOCTU CTPaHbl BO MHOTOM 3aBUCUT CTeneHb eé KOHKYPeHTOCNOCOGHOCTY Ha pbiHKax KanuTana, TPYLOoBbIX
pecypcoB 1 MHHOBaLMIA. 10 3TOI NpUUMHE KOMMAEKCHBIA aHaN3 MHBEC TULMOHHOTO KIMMAaTa O4eHb Ba>KeH Mpy NMPUHATUN OKOHYa-
Te/bHOTO PeLleHns 06 OCYLLECTBNEHUM KanuTaNbHbIX BNOXKEHWIA, KaK Ansl BHY TPEHHUX, TakK 1 AN BHELLUHUX MHBECTOPOB. MpuMeHs-
emble B Me>KyHapoAHON NpakTVKe METOAMKM OLeHKW BeCbMa pasHoo6pasHbl, 0fHaKO, KaK NPasu/io, He B NMOMHON Mepe yunTbiBaloT
0COBEHHOCTY MpUCYLLME CTPaHaM C NepexofHOi IKOHOMUKOA. B cTaTbe NpoBeseH aHanms rpynnbl IMHAHCOBbIX N 3KOHOMUYECKMX
(hakTOpOB, OKa3bIBAIOLMX BAMSHME HA WHBECTULMOHHBIA KIMMAT, C Y4eTOM CreLndMKi YCNoBuiA passuTus Genopycckoil Xo3sid-
CTBEHHON CUCTEMbI M aKLEHTOM Ha Temnax 1 HanpasneHusx U3MeHeHus nokasaTeneid. B pamkax mccnefoBaHns Obiin N3yYeHsbl:
IvHamuka BBIT (B TOM uucae 1 Ha JyLly HaceneHns); U3MeHeHre CTOMMOCT M BHELLHErO JOAra; YpoBeHb UHNALMM; cTaBka pedu-
HAHCMPOBaHWA; CYLLECTBYIOLLME NbrOTHblE HANOTOBblE PEXKWMbI; CTeneHb CTabuNbHOCTY HaLMOHaNbHOI BaNOThI; YPOBEHb 1 OCO-
6EHHOCTY MOHOMOM3MA B CTPaHe; eEMKOCTb PbIiHKA; CTOMMOCTb KBaMMOULMPOBAHHOW paboyeil cubl. MpoBeAeHHbI aHan3 nos-
BO/MA: OMPeAenMTb CKOPOCTb 1 OCHOBHble TEHAEHLMN Pa3BUTUA KNOUYEBLIX IKOHOMUYECKNX MHAMKATOPOB; CrpynnMpoBaThb WX Mo
HanpaeneHNsM BAUSHWNS Ha MHBECTULMOHHBIA KIMMAT CTpaHbl; BbISBUTb y3Ke MecTa, TpebyoLime 0cob0ro BHIMaHNS NHBECTO-
POB NpW MPUHATUN PELLEHUI O BAOXKEeHUW kanuTana. MonyyeHHble pesynbTaThbl JAT BO3MOXKHOCTbH ChopMMpoBaTh NpeacTas-
neHne 06 0cobeHHOCT X BefeHuns busHeca B benapycu.

Kniouesvie cnosa: NHBECTULMNOHHDBIA KnumaT, BBI, BHeLWHWA foAr, MHGNALMSA, CTaBKa pedmHaHCUPOBaHUS, HANOTrOBbIA PEXKNM,
MOHOMONN3M, EMKOCTb PbIHKa.

Introduction

In present-day conditions, the effective development of any economy is possible only with its constant
saturation with investments. International capital rushes to the places where the implementation of invest-
ment projects provides a greater economic return. The country's ability to attract foreign capital is largely
determined by the current investment climate.

According to our research, most definitions come down to the fact that the investment climate is a certain
environment in which investment activities are carried out. This environment characterized by a set of vari-
ous factors. Understanding the essence of the investment climate requires an analysis and classification of
the factors under the influence of which it develops [7, 14, 15, 28, 30].

It should be noted that the investment climate is not a strictly fixed constant. It is dynamic and capable of
changing both for the better and for the worse. This is the reason why, a comprehensive analysis of the in-
vestment climate is very important when making the final decision on the injection of capital, both for do-
mestic and foreign investors. By now many methods for assessing the investment climate of countries and
regions have been developed. Most of them are based on research from rating agencies, business schools,
scientific and research institutions. The existing approaches differ in the number and composition of the ana-
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lyzed indicators, methods for determining their qualitative and quantitative characteristics, ranges of assess-
ment, depth of research, etc. [1, 16, 18, 20, 23].

Economic and financial forces are the most numerous, varied and important in investment climate analy-
sis. We are going to focus on those that have the most significant impact on the economic development of
the country.

Main part

GDP dynamics (including per capita)

Gross domestic product (GDP), including GDP per capita, is one of the most common indicators used to
track the state of the national economy. It is perhaps the most closely-watched and important economic indi-
cator for both economists and investors [32].

In a market economy, GDP growth indicates an increase in production volumes and, accordingly, sales of
goods and services, which leads to improving the welfare of the state, the standard of living of the popula-
tion, and therefore purchasing power. From the investor's point of view, the positive dynamics of GDP is
regarded as a favorable trend, despite the fact that in the long term it may lead to an increase in inflation and
an increase in the interest rate.

Throughout the duration of last few years is in evidence a positive trend in GDP and GDP per capita in
Belarus. After a steep fall in 2016 because of the devaluation of the national currency, at the end of 2019,
these indicators increased by 32 and 33.5 %, respectively (Tab. 1).

Table 1. Dynamics of GDP and GDP per capita in Belarus in 2015-2019

Indicators

Years

2015

2016

2017

2018

2019

2019/2015 [%]

2019/2016
[%]

GDP bn. USD

56,5

478

54,4

59,7

63,1

111,7

132,0

GDP per capita thou. USD

59

50

5,8

6,3

6,7

112,7

133,55

Source: prepared by the author based on: [2, 3].

In our opinion, in the current economic conditions of the Republic of Belarus, this indicator is not able to
fully perform assigned functions.

One of the reasons for this situation is the extremely high concentration of export-import flows in a small
group of countries. The 5 largest foreign partners account for more than 70 % of the total volume of Belarus-
ian foreign trade (about 48 % the Russian Federation). Thus, all other trade relations with about 195 coun-
tries cover less than 30 % of the republic's foreign trade turnover [8, 9]. In light of the fact that more than
half of the products are sold for export, even minor fluctuation in the markets of the main trading partners
can have a very significant impact on the volume and efficiency of sales of Belarusian-made goods. As an
example, restrictions on the import of meat and dairy products from the side of Russian Federation can be
cited.

The goods remaining at stock do not increase the welfare of the state in any way and do not raise the
standard of living. This should be taken into account by investors.

External debt

The historical attitude towards external debt can be described as negative rather than positive. On the oth-
er hand, one should not forget that foreign investment — a powerful engine of economic growth, is also in-
cluded in the amount of debt.

The data of the National Bank of the Republic of Belarus show an upward trend in the value of gross ex-
ternal debt in the Republic of Belarus. This is indicated by the positive slope of the trend line (Fig. 1). In the
last year alone, it has increased by 3.65 %.
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Fig. 1. Gross external debt in Belarus in 2015-2019, bn. USD
Source: prepared by the author based on: [11]
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According to the methodology of the International Monetary Fund, a distinction is made between gross
and public external debt. In the course of this approach, the obligations of the state are separated from the
obligations of other economic entities. Whether this concept is appropriate for Belarus remains a matter of
debate. Because of the high share of state ownership, the vast majority of the debts of business entities di-
rectly affect the financial situation of the country.

It should be noted that during the entire analyzed period, the gross foreign debt exceeded the mark of
60 % of the country's GDP, with the largest observation of 78.5 % in 2016. This dynamic shows a high level
of state dependence on external sources of financing.

Inflationary development

High inflation is a negative phenomenon in the development of the economic system. Uncertainty about
future prices complicates long-term planning for businesses, declines business activity, reduces production
volumes and the number of workers.

However, the complete absence of inflation or deflation is also dangerous for the economy. When the
prices of goods do not increase or decrease, consumers begin to postpone purchases, hoping to buy the prod-
uct even cheaper over time. As a result, production receives less financial resources, which leads to its reduc-
tion [12].

Over the past decade, various types of inflation have been observed in Belarus. As an example, in 2011,
the economy showed a galloping inflation rate of 109 %. The statistics of the following years show a down-
ward trend. Since 2015, the rate of inflation in the Republic of Belarus has decreased by 7.34 percentage
points and amounted to 4.63 %, which is almost in line with its normal level (Fig. 2).
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Fig. 2. Inflation rate dynamics in Belarus in 2015-2019, %
Source: prepared by the author based on: [13]

When assessing the investment climate, it is not the absence of inflation that should be considered posi-
tive, but price stability, implying a moderate rise in consumer prices. In recent years, the Belarusian market
has been close to this kind of stability.

Refinancing rate dynamics

Refinancing interest rate of The National Bank is a macroeconomic indicator reflects the cost or availabil-
ity of financial resources in a country. It is a certain benchmark for investors, showing the expectations of the
central bank regarding inflation, the dynamics of the exchange rate of the national currency, trends in the
credit and monetary market, as well as the general macroeconomic state of the economy.

In the history of sovereign Belarus, the maximum value of the refinancing rate was set in 1994 at 480 %
per annum. In the last decade, this indicator reached its critical value during the 2011 crisis. Due to the gal-
loping inflation, the National Bank made a decision to set the interest rate at 45 %. But in February 2012, the
rate was reduced by 2 percentage points and then continued to fall.

In the period from 2015 to 2019, there is a clear, without hesitation, downward trend. During these five
years, the National Bank has reduced the rate a total of sixteen times. From July 1, 2020, the refinancing rate
in the Republic of Belarus is at the level of 7.75 % [22]. This is higher than the average European indicators,
but the dynamics in recent years inspires certain optimism, which has a positive effect on the investment
climate.
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Stability of the national currency

To regulate the exchange rate, the National Bank uses a currency basket consisting of the dollar, the euro
and the Russian ruble, where the latter has the largest specific weight. Thus, the main reference point is the
value of the currency basket, and within it, the rates of these currencies are determined through their mutual
cross-rates.

Throughout the history of the existence of the Belarusian ruble, we note its weakening relative to the cur-
rencies included in the currency basket. In the period from 2015 to 2020, its positions weakened by more
than 50 % against the dollar and the euro and by 30 % against the Russian ruble. In a single 2020, the nation-
al currency fell in price against the basket (USD / EUR / RUB) by 16, 18 and 4 %, respectively (Table 2).

Table 2. Dynamics of changes in national currency rates in Belarus in 2015-2020

. Years
Indicators 2015 2016 2017 2018 2019 | 2020 202[(3;02]015 202[(3;02]019
Exchange rate shift BYN/USD 1,59 1,99 1,93 2,04 2,09 2,43 152,8 116,3
Exchange rate shift BYN/EUR 1,76 2,2 2,18 2,41 2,34 2,77 157,4 1184
Exchange rate shift BYN/100 RUB 2,6 2,97 3,31 3,25 3,23 3,37 129,6 104,3

Source: prepared by the author based on: [25].
*Adjusted for denomination

In order to fully assess what is happening with the Belarusian ruble, a longer period should be considered.
We will do this using the example of the American dollar. At the end of 2005, the average dollar exchange
rate was at the level of 2154 BYN/USD. Taking into account the denomination of 2016, at current prices,
this will be about 0,22 BYN/USD. Calculations show that over 15 years, the national currency of the Repub-
lic of Belarus has fallen in price by more than 11 times.

At present, due to high devaluation expectations against the background of the deterioration of the foreign
policy situation around Belarus related to sanctions and emerging financial problems, potential investors
should closely monitor changes in exchange rates.

Tax treatment

The legislation of the Republic of Belarus provides for special tax regimes, with the help of which the
owners of foreign capital can optimize the taxation and planning processes. Investors can take advantage of
business benefits under the following conditions:

v conclusion of an investment agreement;

v’ carrying on business on the territory of medium-sized, small urban settlements, rural areas;

v be aresident of the Hi-Tech Park (HTP);

v be a resident of the Industrial Park;

v be aresident in one of free economic zones (FEZ) or special economic zone Bramino-Orsha [21].

Most of these options provide for a reduction in tax rates, deferrals on the payment of various charges,
exemption from payment of import customs duties etc. The availability of such opportunities certainly has a
positive effect on the country's investment climate.

The level of monopoly in the economy

The Republic of Belarus, like many other States, has state monopoly in those areas that provide to the in-
stitutions of power and control functions related to defense and security of the state. There are also a number
of natural monopolies that have developed due to the lack of competition by virtue of technological features
of production and the lack of substitute goods.

The Ministry of Antimonopoly Regulation and Trade (MART) was established and operates in order to
control and prevent monopolies in the country. As part of its activities, MART, since 1994, has been forming
the "State Register of Natural Monopolies" in order to track and control emerging monopolist companies. As
of January 4, 2021, it had 182 enterprises, most of which were state-owned [19].

State-owned enterprises and enterprises with a share of state ownership, that is, controlled by the state,
play a huge role in the Belarusian economy. In 2019, they accounted for about 65 % of all industrial and
more than 76 % of agricultural production [10, 24].

The facts show that a kind of unique type of monopoly economy has developed in the Republic of Bela-
rus, which significantly differs from the classical market options. Monopolism in the conditions of Belarus is
similar to the planning and directive system, that is, in fact, a modification of departmental monopolism, the
nature of which, inherently, is not related to the size of enterprises and their number. It follows to the exclu-
sive right of the state to administer in the person of the relevant functional departments and line ministries

[4].
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The above evidence suggests that when planning their activities on the territory of the Republic of Bela-
rus, a potential investor should take into account that almost any business activity will be associated with
high competition from state-owned enterprises according to the rules established by the state.

Market capacity

The Republic of Belarus is a small economy. This suggests that with a population of 9.4 million people
and an average per capita income of about 6,5 thou. USD the capacity of the domestic market is not signifi-
cant [24].

However, when analyzing this indicator, it is necessary to take into account the fact that since 2015 the
country is a member of the Eurasian Economic Union (EAEU). The EAEU provides for free movement of
goods, services, capital and labor as well as uniform rules for technical regulation, general sanitary, veteri-
nary and phytosanitary standards [6].

Thus, by launching a business on the territory of the Republic of Belarus, the investor gets direct access to
the single market of the 5 countries of the Eurasian Economic Union (the Republic of Armenia, the Republic
of Belarus, the Republic of Kazakhstan, the Kyrgyz Republic and the Russian Federation) with a population
of more than 184 million people, the total GDP of 1967 billion. USD and huge raw materials potential [6].

The cost of skilled labor

One of the competitive advantages of the Republic of Belarus is the provision of highly qualified and at
the same time inexpensive labor resources.

The country has achieved almost 100% literacy of citizens over the age of 10. According to the 2019 cen-
sus, more than 24 % of citizens have higher education. If we narrow down the age group, excluding young
people under 24, then the share of Belarusians with higher education will increase to 29.7 %, which is a very
high indicator [27].

Since 2015, the minimum and nominal accrued average monthly salary of employees in terms of euros
has increased by more than 22 and 13 %, respectively, and amounted to 467.1 and 141 EUR in equivalent at
the end of 2019 (Fig. 3).
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Fig. 3. Dynamics of changes in minimum and nominal accrued average monthly salary in Belarus
Source: prepared by the author based on: [24, 25]

Despite the tendency to rise in price, the cost of labor resources in Belarus remains low in comparison
with other countries of Central and Eastern Europe. In Poland, for instance, in 2019, the minimum wage
amounted to 2,250 PLN, it is about 522 EUR; in Latvia — 430 EUR; Lithuania — 555 EUR [17, 31].

As can be seen, when entering the Belarusian market, an investor gains access to qualified human capital
at a reasonable price. Also, we should not forget that due to the absence of barriers, other than geographical
ones, on the way of labor resources movement within the framework of the Eurasian Economic Union, the
opportunities for recruiting business employees are significantly expanding.

The performed analysis allows us to divide financial and economic factors into two groups depending on
the direction of their influence on the investment climate:

v Positive factors: GDP growth (including per capita); disinflation; reduction of the refinancing rate;
preferential tax treatment; access to the EAEU market; low cost of labor resource.
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v" Negative factors: growing external debt; depreciation and frequent denominations of the national
currency; monopoly of state power.

This classification shows the overall picture and allows to determine the direction of the impact of factors,
but does not give an idea (information) about the strength of the impact of specific indicators or their signifi-
cance for the owner of capital.

Conclusion

The research allowed us to establish that the investment climate of the Republic of Belarus is positively
influenced by: growing GDP, declining inflation and refinancing rates; availability of special tax regimes;
the country's membership in the EAEU, which gives access to the union market; the availability of inexpen-
sive and high-quality labor. At the same time, when making a decision about capital contributions in the Bel-
arusian economy, investors should keep in mind the high dependence of the republic on external financial
sources, the instability of the national currency, as well as the existence of a specific form of state monopoly.
These negative factors should become a guideline in the development of mechanisms for further increasing
the investment attractiveness of the Republic of Belarus for foreign capital.
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