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Main Messages 

Below the surface of strong recent growth, favorable external conditions, and high export prices, 

Belarus‟s competitiveness and export sustainability have gradually eroded.  This erosion is evident in 

a number of areas of trade performance.  

 First, in a small open economy crucially dependent on exports, economic growth has 

become increasingly driven by domestic demand, not exports. In turn, export growth has been 

increasingly driven by prices. 

 Second, exports have become more concentrated in terms of the number of exporters and 

products. This makes the economy more vulnerable to external shocks, including those caused 

by drastic movements in terms of trade (TOT). 

 Third, trade restructuring and diversification have been slow. The share of EU in non-oil 

exports has been stagnant while Russia still accounts for more than half of total non-oil export.  

 Fourth, intra-industry intensity of trade has been low with especially low inter-industry 

trade (IIT) with more developed countries. This reflects the failure of the country to attract 

foreign direct investments (FDI) and linked to them technology transfer, increased productivity, 

and competitiveness of the economy.    

 Fifth, Belarus‟s comparative advantages have weakened. The estimates of revealed 

comparative advantage (RCA) indicate that Belarus‘s comparative advantages have shifted away 

from labor- and capital-intensive goods towards raw materials and petroleum. This limits the 

room for job-creation and productivity improvements. 

 Sixth, “export sophistication‖— a characteristic of a country‘s ability to export a wide variety 

of higher value goods found in developed countries ─ has not increased, reflecting, inter alia, 

the shift towards goods with lower technological content.  In addition, Belarus is losing its 

share at markets with higher export sophistication (i.e., Russia).  

 Seventh, Belarus has created very few opportunities for “structural transformation”, 

understood as a process of changing the structure of production and export products. This 

further weakens Belarus‘s growth prospects.  

This Note shows that the erosion of trade performance--and competitiveness--is related primarily to 

the weak marketing capabilities, low incentives to innovate, and a failure to integrate into the global 

networks and supply chains. These are not easy problems to resolve because they are, in turn, related to 

the economic structure. The country‘s industrial structure remains rigid, with very limited new entry of 

firms, very little FDI, and few cross-border partnerships compared to its neighboring countries.   

As a result, sources of Belarus‟s future export growth are more uncertain now than in the period of 

2005-08, just before the crisis.  The current medium-term scenario for the global economy points to the 

likely slow-down in demand for Belarusian industrial exports, compared to the pre-crisis period, which 

would limit the overall potential for economic growth.  

Competitive pressures on Belarusian exporters at the Russian/CIS markets are likely to become 

even stronger in the medium to long term. The future growth of Belarusian exports to Russia and the 

CIS may be much lower than it was in the last 10 years with the obvious implications for macroeconomic 

stability and growth in household consumption. This makes the case for export diversification and 

structural transformation even stronger. 

The GOB efforts should be focused on changing economic incentives and improving the business 

climate for all economic agents – the state and private sector, domestic and foreign -- rather than on 

the provision of special privileges, benefits, and exemptions. Policy priority should be dismantling sector-

specific barriers to growth in competitiveness and productivity in line with good international practice and 

consistently with the dynamic changes in the country‘s comparative advantages.  
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TRADE PERFORMANCE AND COMPETITIVENESS 

1. As a small open economy, Belarus depends heavily on its export capabilities for its growth prospects. 

Based on the analysis of Belarus‘s trade performance during 1996-2004, the last CEM concluded that high 

export concentration and slow restructuring of the export pattern posed serious risks to further economic growth 

in Belarus.  

2. This Note re-assesses changes that have taken place in the export sector and competitiveness since 

2004. The Note starts with a general analysis of trade performance, including changes in trade patterns, factors 

of export growth, and developments in intra-industry intensity of trade. Next it explores the evolution of 

Belarus‘s comparative advantages and delves more deeply into the issues of export diversification, export 

sophistication, and structural transformation.  The last section of the Note looks more closely into the issue of 

competitiveness of the Belarusian industrial sector. Some preliminary conclusions and observations based on the 

analysis of international and national trade statistics are verified by an analysis of enterprise-level data from 3 

large representative competitiveness surveys, undertaken by the Research Institute of the Belarusian Ministry of 

Economy (RIME) in 2004, 2006, and in mid-2008 (before the global crisis).
1
 The surveys focused on the views 

of enterprise managers about a competitive position of their businesses at core markets, and about the factors 

that secured the longer term competitive advantages. The analysis in this section is also complemented by data 

from regular business conditions surveys in Belarus and, where possible, from similar surveys conducted in 

Russia and Ukraine. The Note concludes with a summary of major findings and some policy implications. The 

Note also identifies areas for further in-depth review and analysis. The Note does not discuss in detail trade 

policy (tariff and non-tariff barriers) and international integration (Customs Union, WTO accession). These are 

important and relevant issues, addressed in the 2005 CEM. They might need to be explored and revisited in the 

further work in coordination and cooperation with other donors and the Belarusian Authorities.   

I. TRADE PERFORMANCE, EXPORT  DIVERSIFICATION, AND INTRA-INDUSTRY TRADE 

A. General trends and cross-country comparison  

3. Belarus is a small open economy with a high merchandize trade–to-GDP ratio (trade openness). An 

advantage for long-term growth, openness can also be associated with vulnerability in the face of large external 

shocks. Despite some decline in trade openness during 2005-08, compared to 2001-04, at 120 percent in 2008, it 

is still one of the highest in the region (Table 1.1). In addition, the ratio of merchandize trade–to-GDP in 

purchasing power parity (PPP) terms shows a steady increase from 25.5 percent in 2001 to almost 66 percent in 

2008. However, while export was the largest contributor to GDP growth during 2001-04, its share fell 

significantly in the subsequent period when growth was increasingly driven by domestic demand (Figure 1.2). In 

the empirical academic literature, high openness to trade is, typically, positively associated with growth 

outcomes. The advantages of openness are seen in the increased possibilities of international risk sharing and 

limiting the risk of domestic policy mistakes. At the same time, higher openness to trade may be associated with 

greater vulnerability to external shocks, especially if it comes together with increased export concentration, 

something that has been the case in Belarus in recent years. 

 

 

 

 

 

 

 

 

                                                      
1
 2004 and 2008 surveys were commissioned by the World Bank. The 2006 survey was conducted jointly by the RIME 

and NBRB. 
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Figure 1.1. Real GDP and Real Export Growth  Figure 1.2. Contribution to GDP growth 
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Source: WB Staff calculations on Belstat and WDI data.  

4. Belarus‟s trade performance was mixed compared to the earlier period and to the regional peers.  

Belarus‘s export growth rates, in nominal terms, were the highest among its neighbors; the same was true for 

imports, and so both trade and current account deficit widened significantly in 2008 as compared to 2004. 

Measured in constant prices, the growth of trade was less impressive, especially in comparative perspective. 

Manufacturing exports played a smaller role during 2005-08: the share of manufacturing exports in total exports 

declined by 10 percentage points as compared to 2001-04. An apparent geographical diversification
2
  should not 

disguise the fact that in exports, excluding oil products and fertilizers, the share of the EU-25 countries showed 

no considerable increase and remained much lower not only as compared to the New Member States (NMS), but 

also as compared to Ukraine. The FDI inflow was rather low; the FDI inflow per capita in 2005-08 was 

significantly lower than in all neighboring countries. 

Table 1.1: Selected indicators of trade performance: Belarus and neighboring countries 

  

Belarus Lithuania Poland Russia Ukraine 

2001-

2004 

2005-

2008 

2001-

2004 

2005-

2008 

2001-

2004 

2005-

2008 

2001-

2004 

2005-

2008 

2001-

2004 

2005-

2008 

Average for the period                     

Export of goods growth, 

current prices, %* 20.4 24.1 23.1 16.5 22.9 21.3 14.9 26.7 20.8 19.3 

Export of goods growth, 

constant 2000 prices, %* 13.8 3.0 10.1 10.2 18.4 21.6 5.7 3.3 11.1 -1.6 

Share of manufacturing 

exports in merch.exports, %** 62.6 51.9 60.7 58.0 80.8 79.1 22.8 17.8 67.8 70.9 

Share of EU25 in export of 

goods w/o oil&oil products 

and fertilizers, % 18.7 19.2 66.5 62.6 80.0 76.7 40.1 37.4 30.5 25.2 

End of period, % GDP                      

Current account balance  -5.2 -8.4 -7.6 -11.9 -4.0 -5.5 10.1 6.4 10.6 -7.2 

Merchandise trade balance -9.8 -10.1 -10.6 -12.1 -2.2 -4.6 14.5 11.2 5.8 -9.4 

Trade openness 130.3 119.7 93.1 112.5 66.9 71.9 47.4 47.5 97.3 84.5 

FDI inflow pc  cum, $US  69.1 474.5 614.3 1982.7 711.1 1801.7 205.9 1202.7 97.4 739.7 

*2005-2007 for Lithuania. 

** Groups 5-8 excl.68 SITC Rev.3. 

Sources: WB staff calculations on data from WITS/COMTRADE, WDI, ECA Regional database. 

                                                      
2
  An increase in the share in total trade of non-CIS markets in general and EU-25 in particular.  
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B. Geographical and commodity patterns of trade  

5. Trade diversification has been slow. The share of Belarus‘s trade with Russia has declined recently, but  

Russia still remains Belarus‘s largest trading partner, accounting for one third of total exports and for almost 60 

percent of total imports in 2008 (73.5 of export to and almost 91 percent of import from CIS). The major change 

in trade with Russia took place in 2005 after switching from the origin to destination principle of VAT taxation 

in mutual trade in the absence of customs border. Trade with Russia dropped significantly during Q1 2005 

affecting the whole 2005 outcome. Part of trade flows were reoriented towards other CIS (i.e. to Ukraine); and 

part to outside CIS markets. Later on, despite growing exports to Russia, market shares of major export 

commodities never recovered to pre-2005 levels. By contrast, the importance of Ukraine as Belarus‘s trading 

partner increased, especially on the export side: in 2008, Ukraine accounted for 8.5 percent of total export and 

19.4 percent of export to CIS countries. Although the share of export to non-CIS countries in total Belarus 

exports reached 56.2 percent in 2008, the share of non-CIS countries in Belarus‘s non-oil exports remains below 

40 percent (Tables A1.1-A1.2 in Annex 1). 

6.     The commodity structure of exports has shifted further towards mineral products and chemicals.  

Export of mineral products and chemicals more than doubled during 2005-08: these two groups were 

responsible for more than 50 percent of total Belarus‘s exports in 2008 and for more than 80 percent of export to 

non-CIS countries (Table A1.3 and Figure 1.3.2). Even in the CIS markets, the shift in commodity composition 

of exports is clearly towards less “sophisticated products‖ with growing importance of mineral products and 

agricultural produce (Figure 1.3.1). 

Figure 1.3.1: Commodity structure of exports to 

CIS, % total  

Figure 1.3.2: Commodity structure of exports to 

non-CIS, % total 
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Source: WB Staff calculations on WITS/COMTRADE data. 

7. The commodity structure of imports has been increasingly dominated by mineral products. Imports 

of mineral products (oil and oil products, natural gas) more than tripled during 2005-208 in nominal terms. 

These products (all imported from Russia) accounted for over 1/3 of total Belarus‘s imports in 2008 (Table 

A.1.4). Looking at the major markets, the most notable changes are an increased share of mineral products in 

imports from CIS, and an increased share of machinery and equipment in imports from non-CIS countries 

(Figures 1.4.1-1.4.2).  
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Figure 1.4.1: Commodity structure of imports 

from CIS, % total  

Figure 1.4.2: Commodity structure of imports 

from non-CIS, % total 
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Source: WB Staff calculations on WITS/COMTRADE data. 

8. The structure of Belarus‟s trade by end-use categories is somewhat unusual, given the income per 

capita and the country‟s endowments of natural resources. It appears to be crucially dependent on the import 

of subsidized oil from Russia and its processing and exports. For all Belarus‘s neighbors, export of intermediate 

goods plays the most important role (Figure 1.5.1). However, for all of them but Russia this is due to a large 

share of industrial suppliers in total exports. An exceptionally high share of fuels is rather unusual for a country 

without own oil and gas reserves. On the imports side, the share of consumer goods in total imports is noticeably 

lower than in other countries (Figure 1.5.2). The relatively low share of consumer goods in Belarus‘s imports 

may signal non-tariff restrictions on consumer imports as well as possible potentially large unaccounted 

consumer goods imports. 

Figure 1.5.1: Exports by BEC in 2008, Belarus 

and Neighboring Countries, % total 

Figure 1.5.2: Imports by BEC in 2008, Belarus 

and Neighboring Countries, % total 
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Source: World Bank staff calculations based on WITS/COMTRADE data. 

C. Prices and terms-of-trade developments  

9. The price factor has played an increasing role in trade growth, but its role in export growth has been 

exceptionally high.  In real terms, exports grew by 14.3 percent during 2004-08 (as compared to 50 percent 

during 2000-04), while real import growth was 44.6 percent (60.6 percent during 2000-04). Price factor 

contribution to import growth increased from 49.8 percent in 2003 to 61.2 percent in 2008. For exports, during 

the same period the contribution of the price factor to growth expanded from 55.0 to 95.2 percent (i.e. 2008 

export growth was almost entirely due to the price factor) (Figures 1.6.1-1.6.2). 
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Figure 1.6.1: Factors of export growth Figure 1.6.2: Factors of import growth 
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Source: World Bank staff calculations based on Belstat and WITS/COMTRADE data. 

10. The terms of trade (TOT) developments during 2005-08 were very favorable for Belarus.   Since 2000, 

every year but 2007, export unit value growth outpaced the increase in import unit value, resulting in continuous 

improvements in TOT. Deterioration in TOT during 2007 (by 2.9 percentage points) did not change the overall 

positive picture: the overall TOT gain of 34 percent during 2001-08 (Figure 1.7.1). Fluctuations in TOT were 

largely driven by the TOT dynamics for energy products and, first of all, oil and oil products; changes 

(increases) in the price of imported gas also contributed to TOT deterioration. At the same time, Belarus was 

able to compensate for an increase in the prices of imported oil by increasing the export values of refinery 

products. Net changes in TOT then depended on the movements in relative prices for crude oil and refinery 

products (Figure 1.7.2).  

Figure 1.7.1: Unit value and TOT indices, all 

goods, 2000=1 

Figure 1.7.2: Unit value and TOT indices, oil 

and oil products, 2000=1 
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Source: World Bank staff calculations on WITS/COMTRADE and Belstat data. 

D. Impact of the crisis  

11. The crisis was transmitted to Belarus in the fall of 2008, mainly through lower export revenues and 

reduced access to international borrowing.  The impact of the crisis was heightened by external payment 

difficulties arising from the following two main transmission channels: (i) access to external finance, trade 

credit, and foreign bank loans tightened whilst foreign reserves cover was very limited; and (ii) there was a 

sharp negative shock to export demand and prices as the crisis hit the economies of major trading partners, in 

particular Russia, and contributed to reversals of recent gains in world prices of major exports, such as 

fertilizers, oil products, and food products. The terms of trade were also adversely impacted by a further increase 

in the cost of imported gas from Russia from January 2009. Lower export receipts and increased delays in their 

payment led to reduced foreign exchange inflows (Figure 1.8.2). 
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12. Exports fell faster than imports in 2009, but the geographic structure of trade did not change much.   

The contraction in merchandise exports outstripped the decline in imports, leading to a widening merchandise 

trade deficit in 2009 to about US$ 7 bn or 14.2 percent of GDP. The relatively slow decline in imports (during 

H1 2009) partly reflected the reluctance of some SOEs to adequately adjust to substantially weaker demand 

conditions at the international markets under the pressure to meet production targets whilst keeping levels of 

employment. The share of exports to non-CIS countries in general, and the EU in particular, changed only 

marginally. The respective reduction in the share of CIS trade took place at the expense of Russia: its share in 

Belarus‘s exports fell to the lowest level ever - 31.5 percent (Table A1.1). 

Figure 1.8.1: Monthly dynamics of export 

and import, y/y, in % 

Figure 1.8.2: Export proceeds, $US millions 
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Source: NBRB. 

13. Investment goods trade was affected most during the crisis.  Investment goods export shrank by 2 times 

in 2009 as compared to 2008, mainly due to the reduction (2.4 times) in export to Russia, the major market 

destination for Belarus‘s investment goods export.  The share of investment goods in total export fell to 9.4 

percent in 2009 as compared to 12.4 percent in 2008. In export to Russia, the reduction was larger – by 8.9 

percentage points to 17 percent in 2009. The drop in physical volumes was largely responsible for the drop in 

exports. While everywhere the crisis hit investment and durable goods exports, high dependence on a single 

market for these goods did amplify the impact on Belarus. Moreover, investment goods export to non-CIS 

countries remained practically unchanged. 

14. Both price and non-price factors played a role in the contraction of trade, but their importance 

differed across markets. The price factor played a major role in the export decline to non-CIS countries, while 

a reduction in physical volumes of trade was behind the decline in export to CIS. The overall TOT deterioration 

was 11 percent during 2009; in trade with non-CIS countries TOT deteriorated by 27 percent, while TOT in 

trade with CIS countries improved by 4.7 percent. 

E. Export concentration and diversification  

15. During 2005-08, Belarus‟s exports became much more concentrated.  Simple concentration indices 

show that in 2008 twenty largest exporters accounted for almost 2/3 of Belarus‘s total exports (as compared to 

59 percent in 2004). The concentration in terms of exporters increased in both markets – CIS and non-CIS – and 

became exceptionally high in the latter (Figures 1.9.1-1.9.2). In 2008, five largest exporters were responsible for 

57 percent of total exports outside the CIS, while the share of the 20 largest exporters reached 88 percent. 
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Figure 1.9.1: Share of 5, 10 and 20 largest 

exporters in export to CIS, % 

Figure 1.9.2: Share of 5, 10 and 20 largest 

exporters in export to non-CIS, %  
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Source: World Bank staff calculations based on WITS/COMTRADE data. 

16. Product concentration also increased across all markets, especially non-CIS.  Product concentration of 

Belarus‘s export
3
 grew at a significantly higher rate compared to its regional peers, driven by increasing 

concentration in non-CIS markets (Figure 1.10.1).  As a result, in 2008, Belarus‘s exports became significantly 

more concentrated not only as compared to Poland and Ukraine (smaller countries tend to have a more 

concentrated export), but also as compared to Lithuania (Figure 1.10.2). While the difference with Lithuania in 

terms of export concentration was less than 7 percent in 2004, it increased to over 40 percent in 2008.  

Figure 1.10.1:Belarus: Product 

concentration* at different markets  

Figure 1.10.2: Changes in product export 

concentration*: Belarus and neighboring 

countries  
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Source: World Bank staff calculations based on WITS/COMTRADE data. 

*Hirshman index. 

17. High and increasing concentration of export revenues on a handful of products may have an adverse 

effect on recent and future growth performance through increased macroeconomic volatility and slow 

productivity growth. High export concentration renders an economy vulnerable to external shocks, including 

those caused by drastic movements in TOT. Figure 1.11 illustrates this point: both export and GDP growth in 

Belarus had a high correlation with oil price movements, with coefficients of correlation being 0.9 and 0.78 

correspondingly. High export concentration could be an indication of a low incidence of intra-industry trade, 

which is driven by productivity gains stemming from greater use of a specialization and from economy of scale 

(see, below). In this sense, high export concentration is a symptom of serious obstacles to productivity 

improvements and, hence, to sustained growth. And, finally, high export concentration may be linked to the 

more-than-proportional increase in redistribution in response to a trade windfall (known as a ―voracity effect‖) 

which may cause a decline in economic performance over time. 

                                                      
3
 As measured by Hirschman index. 
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Figure 1.11: Vulnerability due to Changes in Terms of Trade 
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Source: WB staff calculations on Belstat data. 

F.  Intra-industry trade 

18. Intra-industry trade (IIT) or trade in similar goods is important for growth in trade and for economic 

growth for many reasons. It is associated with productivity gains from increased specialization and the 

economies of scale and scope. It is also associated with the FDI, technology, and transfer of knowledge and makes 

the trade pattern more diversified. All this makes the economy more competitive and more resilient to economic 

shocks. Furthermore, the IIT growth causes less disruption in factor markets (as compared to growth in inter-

industry trade): all factors can gain with IIT, thus alleviating adjustment pressures related to trade and overall 

economic liberalization.
4
  

19. During 2005-08 IIT intensity of Belarus‟s trade declined, indicating further underutilization of the 

benefits of international trade and obstacles to further export and GDP growth.   Using the most 

conventional measure of IIT -- the Grubel-Lloyd index (GLI)
5
 -- we have calculated IIT‘s for Belarus and 

comparator countries for overall trade and by destination markets. The IIT intensity of Belarus trade fell for all 

destination markets. The most sizable drop occurred in non-CIS trade (Figures 1.12.1-1.12.2 and Table A1.5). The 

reduction in IIT with the CIS countries was due to the impact of trade with Russia, while the IIT intensity of trade 

with Ukraine increased somewhat recently. In contrast, the GLI for Ukrainian trade with the CIS in general and, 

especially with Russia, increased during the same period, providing additional support to the explanation of the 

Ukrainian success in preserving the market share at the CIS and, first of all, in the Russian markets as shown in the 

Section III of this Note. In trade outside the CIS, GLI dynamics for Belarus and Ukraine was very similar 

(reduction in the IIT of trade with non-CIS markets) but different from those of Poland and Lithuania, for which 

the EU accession process inevitably led to an increase in IIT trade within the EU market, often at the expense of 

other (CIS) markets. Overall, despite different dynamics at different markets, unlike in Belarus, the IIT intensity in 

all comparative countries increased in 2008 as compared to 2004, thus pointing to the inability of Belarus to reap 

on benefits of further trade integration and underutilization of such an important factor of export and GDP growth 

as IIT. 

                                                      
4
  See for instance, Krugman, P. (1981).  

5
 The G-L index, I = [(i (Xi+Mi)  i |Xi Mi |) /i (Xi+Mi)]*100, where Xi and Mi are, respectively, exports and 

imports in sector i (Grubel and Lloyd, 1975). The higher the index, the larger the portion of intra-industry trade. The 

index ranges from 0, meaning complete lack of intra-industry trade, to 100, indicating a fully integrated manufacturing 

trade. 



10 

 

Figure 1.12.1: G-L Index in trade with EU-25 Figure 1.12.2: G-L Index in trade with CIS 

0

10

20

30

40

50

60

70

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

Belarus 

Ukraine

Poland

Lithuania

 

0

10

20

30

40

50

60

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

Belarus 

Ukraine

Poland

Lithuania

 
Source: World Bank staff calculations based on WITS/COMTRADE data. 

20. IIT became more concentrated in all market destinations.  In Belarus‘s trade with the CIS, the following 

commodity groups made the largest contribution to the GLI
6
: iron/steel bars/rods/etc (676), goods/service 

vehicles (782), and motor vehicles parts/accessories (784). Together these three (out of 155) commodity groups 

accounted for 17.5 percent of the GLI value for trade with the CIS in 2008. The same commodity groups were 

the major contributors to the GLI in trade with CIS in 2004, but their contribution was almost 2 percentage 

points lower. The IIT with the EU-25 is even more concentrated: the largest three contributors to the GLI for 

this market (pigments/paints/varnish (533), medical/etc instruments (872), and electrical distribution equipment 

(733)) accounted for almost 1/3 of the total GLI in 2008 (as compared to less than 1/5 in 2004).  

Figure 1.13: Export-FDI Interlink: A Global View, 2001-07 

 
 Source: WDI. 
*The sample includes 87 countries from the WBI database, with population above 2 million and average nominal GDP per 

capita above US$1,000 during 2001-2007.  

21. IIT is strongly linked to FDI inflows:  without an expansion in FDI inflows, Belarus may find it 

difficult to expand its exports on a sustainable basis. IIT became an increasingly important and dynamic part 

of the international trade, which was increasingly driven by FDI (Figure 1.13). FDI could enhance growth and 

competitiveness of the host economy via the following two channels: (i) adoption of a new technology in the 

production process through capital spillovers; and (ii) knowledge transfers, both in terms of labor training and 

                                                      
6
 At 3-digit SITC. 
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skill acquisition and by introducing alternative management practices and better organizational arrangements.  

The objective of the policy-makers should not be simply to attract FDI but to create conditions that would allow 

maximization of the benefits associated with FDI.  

Figure 1.14: KEI and its components: Belarus and comparators 
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Source: World Bank KAM (2009). 

22. The low level of FDI and underdevelopment of IIT with EU-25 and more generally, the system of 

economic incentives, may be the reasons behind Belarus‟s lagging technological adaptation and relatively 

low technological content of exports.  The share of high-tech exports in total exports is significantly lower than 

in comparator countries (except Russia), and it fell from 5 percent in 2001 to 2.3 percent in 2008 (Figures A1.1-

1.2). In Ukraine, for instance, the share of high-tech exports in total exports in 2001 was somewhat lower than in 

Belarus. In 2008 Ukraine not only sustained but also moderately increased the share of high-tech products in 

total exports to 4.6 percent, i.e., over-performing Belarus by a factor of two. In the World Bank 2009 Knowledge 

Economy Index  (KEI), which measures conduciveness of economic environment for an effective use of 

knowledge, Belarus moved 17  positions down as compared to 1995, the worst performance in the whole ECA 

region.  It also moved down by 11 positions in the Knowledge Index (KI), which measures a country's ability to 

generate, adopt, and diffuse knowledge.
7
 In all dimensions of the 2009 KEI except education, Belarus is lagging 

behind its regional peers and its income group with the most evident gap related to economic incentives (Figure 

1.14). 

II. EXPORT SPECIALIZATION, EXPORT SOPHISTICATION, AND STRUCTURAL TRANSFORMATION 

A. Evolution of Belarus’s comparative advantages 

23. Belarus‟s comparative advantages have weakened in tandem with increased export concentration
8
.   

The number of products with strong comparative advantages in 2008 was lower than in 2004. This is true for 

total export and for exports to all markets, especially to the Russian market where the number of goods with 

strong comparative advantages fell by more than two times. At the same time, the average Revealed 

Comparative Advantage (RCA) of export to Russia increased substantially. The average RCA for export to EU-

25 has been below 1 since 2004, and the number of products with strong comparative advantages fell from 46 in 

                                                      
7
 See more details on the methodology and country information at: www.worldbank.org/KAM. 

8
 The revealed comparative advantages (RCA) index shows how the country export composition has been changing vis-à-

vis the rest of the world. One commonly employed RCA index is the so-called ―Balassa measure,‖ which compares a 

product‘s share in the country‘s exports to its share in world exports. When the index is calculated for specific markets or 

partners, it is often called the Export Specialization Index (ESI).  
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2003 to 20 in 2008. Moreover, the share of resource-based and primary goods in total export of goods with 

strong comparative advantages increased in all markets in 2008 compared to 2000, while the share of high-, 

medium- and low-tech goods fell. The share of high-tech products fell by half in CIS exports, while in export to 

Russia in 2008 there were no high-tech goods with strong comparative advantages at all (as compared to almost 

4 percent in 2000). In exports to EU-25 countries, resource-based and primary products accounted for almost 80 

percent of exports of goods with strong comparative advantages, and there was no single high-tech product 

among the goods with strong comparative advantage (Figures 2.1.1-2.1.4). 

Figure 2.1.1: RCA composition in export to 

CIS 

Figure 2.1.2: RCA composition in export to 

Russia 
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Figure 2.1.3: RCA composition in export to 

non-CIS 

Figure 2.1.4: RCA composition in export to 

EU-25 

0%

10%

20%

30%

40%

50%

60%

70%

2000 2004 2008

Share of products in total exports with RCA higher than national 

average, but not less than 1, %

Hight Tech

Low Tech

Medium Tech

Resource based 

and primary 
products

 

0%

10%

20%

30%

40%

50%

60%

70%

80%

2000 2004 2008

Share of products in total exports with RCA higher than 

national average, but not less than 1, %

Hight Tech

Low Tech

Medium Tech

Resource based 

and primary 
products

 
Source: WB staff calculations on WITS/COMTRADE data. 

24. Since 2000, Belarus‟s export basket of products has shifted markedly away from machinery, capital 

intensive goods, and labor intensive goods towards raw materials and petroleum.  These changes are 

significant, with labor intensive goods falling by half in terms of percentage of exports, and petroleum climbing 

from  20.0  percent in 2000 to  36.0 percent in 2008. Animal products have also increased slightly in percentage 

terms and more significantly in RCA terms. The RCA index also shows that the fall in labor intensive sectors 

occurred in tandem with decreases in these exports at a global level, while the opposite is true for machinery 

exports: Belarus has fallen in this category faster than the global average (Figures 2.2.1-2.2.2). 
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Figure 2.2.1: Belarus Exports by Leamer 

Category, % of Total  

Figure 2.2.2: Belarus Exports by Leamer 

Category, RCA Index 

  
Source: World Bank staff calculations based on WITS/ COMTRADE using HS 4-digit. 

B. Export sophistication and structural transformation  

25. Here we use an approach developed by Hausmann, Hwang, and Rodrik (HHR) to analyze further 

Belarus‟s export basket and export performance.
9
 The methodology is presented in detail in Annex 2. To 

measure export sophistication, these authors first developed a measure of the productivity/income level 

associated with each good, called product income (or income/productivity, as the authors called it) or PRODY, 

and then a measure of the productivity/income level of the entire export basket, called export income or EXPY, 

which is associated with the trade specialization pattern of a particular country. As shown in HHR, high 

productivity of exports in such countries as India and China is a result of a diversified export basket which 

consists of high income/productivity level (PRODY) goods, and there are no products with a dominant share in 

it.  

26. Importantly, the methodology has its limitations. It allows answering the ―what‖ questions—what are 

the kinds of products and exports in a country‘s export product space and how closely they relate to each other. 

It may help in answering the ―how‖ questions—what may be the ―low-hanging fruit‖ in making progress in the 

structural transformation and greater sophistication of its exports. At the same time, it does not say enough about 

―why‖ these sectors and products, and more specifically, how they might contribute to a profound 

diversification of a country‘s exports. As such, the analysis does provide useful, indicative results that could be 

used as a motivation for further, more detailed sector analyses of export opportunities and constraints in order to 

formulate a further sector level strategy of export diversification. 

27. Three findings stand out from this analysis.  

 First, unsurprisingly, rich (poor) countries compete with other rich (poor) countries – meaning that they 

have a high (low) EXPY.  

 Second, for this to be the case, countries as they become rich, must change what they produce.   

 Third, an important finding is that controlling for GDP per capita, EXPY is a highly significant 

determinant of subsequent growth. Countries that have managed to export products which compete with 

those of countries richer than themselves – i.e. have a high EXPY for their level of development – grow 

faster. In other words, countries ‗become‘ what they export; they converge to the level of income of 

their competitors and, therefore, the content of a country‘s export package is important for growth.  

 

                                                      
9
 Hausmann, Hwang and Rodrik (2006). 
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Figure 2.3.1: EXPY, GDPpc and their ratio for 

Belarus, 2001-08 

Figure 2.3.2: EXPY over time: Belarus and 

comparators. 
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Source: World Bank staff calculations based on WITS/ COMTRADE and WDI data. 

28. The slowdown in the growth of export sophistication and the slow pace of structural transformation 

(defined as a process of moving to new export products) weaken Belarus‟s growth prospects.  Simply put, 

significant income growth in Belarus has not been accompanied by increased export sophistication. As a result, 

the ratio of export income to GDP pc fell from 2.2 in 2001 to 1.4 in 2008 (Figure 2.3.1). This trend, i.e. 

narrowing the gap between export income and GDP pc, if it continues, may weaken the long-term growth 

prospects.
10

 While other regional comparators like Romania, Latvia, and Lithuania shifted the composition of 

their export baskets towards new more sophisticated activities, Belarus increased concentration in raw materials 

and petroleum products between 2001 and 2008 (Figure 2.3.2). For this reason, although Belarus started the 

present decade with higher EXPY than those countries, it has since been overtaken. Moreover, in 2008, top 

contributors to Belarus‘s EXPY were mainly products produced even prior-independence (tractors, tracks, tires, 

refrigerators) (Table A2.1). 

29. There are underemployed opportunities in increased export sophistication in non-CIS markets. 
Belarus‘s export basket within the CIS is more sophisticated than in trade with the rest of the world (Figure 

2.4.1).
11 Excluding oil products and chemicals from Belarus‘s export outside the CIS

12
, the difference in 

sophistication of export baskets between the two markets reduces substantially (Figure 2.4.2).  Thus, the 

Government‘s strategy could be not only to increase export sophistication, especially in non-CIS markets, but 

also to preserve and increase the market share in many manufacturing products in traditional markets, especially 

Russia (Section III below).  

 

                                                      
10

 According to HHR, export income has a strong, positive, and independent influence on economic growth especially in 

middle-income countries. They show that 10 percent increase in EXPY in these countries is associated with increased 

growth by 0.35-0.37 percentage points.  
11

 This is consistent with the patterns found in other areas (Klinger 2009): emerging market trading blocks are the 

destination of relatively more sophisticated exports than the rest of the world for the more developed countries in those 

blocks. 
12

 HS product lines 2700 to 3200. 
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Figure 2.4.1: Sophistication of export basket 

by major markets 

Figure 2.4.2: Sophistication of export basket 

(without oil products and chemicals) by major 

markets  

  
Source: WB calculations using UN COMTRADE and WDI.  

30. It is fundamentally easier to increase the level of sophistication of a country‟s export basket when 

moving to „nearby‟ products, but Belarus has been moving in the opposite direction.
13

  Each product not 

currently exported with comparative advantage has a particular distance from the country‘s current export 

basket, measured by density. In addition, each of these products has a level of sophistication, measured by 

PRODY. Combining density PRODY and EXPY on a graph we can show a country‘s product space (Figures 

2.5.1-2.5.2). From the point of view of adding valuable new exports to the current basket, the ideal location on 

the graph is the upper-left quadrant: goods that are close and also highly sophisticated. Figures 2.5.1-2.5.2 show 

a worrisome movement towards lower sophistication, starting from a quite favorable position in 2001. 

Figure 2.5.1: Sophistication and Distance of 

Belarus‟s Product Space in 2001 

Figure 2.5.2: Sophistication and Distance of 

Belarus‟s Product Space in 2008 
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Source: WB calculations using UN COMTRADE. 

31. Belarus‟s improvements in export sophistication have been modest and created few opportunities 

(new sub-sectors) for structural transformation, especially compared with other countries.  Belarus had a 

favorable starting position with a relatively dense product space and respectful export sophistication. As a 

sophisticated exporter, Belarus was diversified and very competitive in the CIS economic space, especially in 

relatively higher value products. Belarus had specialized in machinery products and other capital intensive 

goods, i.e. goods in a dense part of the product space (Figure 2.5.1). However, since 2001 Belarus‘s 

specialization has shifted towards peripheral products (i.e. petroleum products). This impeded progress in 

structural transformation and a move towards the desirable area in the product space (Figure 2.5.2). In fact, since 

2001 the product space has been stagnant, while other countries have moved to products with stronger links to 

                                                      
13

 Hausmann & Klinger (2006 & 2007) and Hidalgo et al. (2007). 
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more sophisticated new activities. The evolution of Belarus‘s opportunity set has resembled more that of Russia 

than of its other more dynamic regional comparators (Figure 2.6).  

Figure 2.6: Evolution of structural transformation: Belarus 

and comparators 
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Source: WB calculations using UN COMTRADE. 

C. Opportunities for future structural transformation: “low hanging fruit” and “up 
market” products  

32. There are, however, immediate opportunities for progress in structural transformation which 

Belarus could exploit.  Nearby opportunities for structural transformation could be found in those sectors that 

are nearest to current country‘s export basket, but in which the country has not yet achieved a comparative 

advantage. These are highest-density sectors with the RCA less than one, and they represent the country‘s ―low-

hanging fruit‖ in terms of new export activities.
14

 Table A2.2 in Annex 2 shows these sectors/products for 

Belarus in 2008. These sectors, however, are not meant to be a list of ‘winners’ to be promoted. This simply 

indicates that given the current configuration of relative prices and PRODY and EXPY space, it would be a 

useful exercise to consider these sectors in greater detail and to analyze why Belarus has so far not been able to 

achieve a comparative advantage in them, given that so many other similar countries have been successful. Yet 

when considering a low-hanging fruit, one must keep in mind that the nearest sectors may not be the best: some 

may have a very low PRODY or a lower strategic value than the others (i.e. located in the periphery of the 

product space, thus offering little in terms of successful structural transformation). In that sense, this indicatively 

analysis simply points to more research at the sector level in search of deeper factors that hinder the structural 

transformation in Belarus. 

33. There are also strategic value opportunities to increase structural transformation in the short-term.  
We can analyze the efficient frontier (a set of highest PRODY products moving from nearest to furthest) by 

exploring which sectors offer the best combinations of proximity, sophistication, and a strategic value while also 

representing large market opportunities.
15

 These sectors are very nearby current production and enjoy both large 

global demand and high strategic value (Table 2.1 and Figures A.2.1-A.2.2). In terms of export products, all 

perspective products  from these sectors belong to ―low-hanging fruit‖ (except for one -- HS7616), meaning that 

                                                      
14

 These are the closest products to the y-axis in Figures 2.5.1-2.5.2. 
15

 This is done as follows: we consider all non-mineral products not exported with a comparative advantage in 2008, which 

are ‗up-market‘ for the country (i.e. their PRODY is greater than the country‘s EXPY) and are sufficiently close to the 

country‘s current structure of production (with a density at least 1.5 standard deviations larger than the mean). Grouping 

these products into sectors, we present them in terms of their strategic value and then in terms of their world market size. 
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the country already has necessary capabilities to achieve comparative advantages in export of these goods and 

that it might be relatively easy redeploy current production capabilities towards these products in the short-term.  

Table 2.1: Belarus‟ top ten manufacturing sectors with best combination of proximity, PRODY and 

strategic value  
ISIC 

code ISIC industry HS code Product name Leamer group PRODY

Exports 

US mil

3813

Manufacture of structural metal 

products 7308

Structures (excluding 

prefabricated Capital intensive 18245 97.458

3813

Manufacture of structural metal 

products 7309

Reservoirs, tanks, vats 

and similar Capital intensive 16551 0.496

3523

Manufacture of soap and cleaning 

preparations, perfumes, cosmetics and 

other toilet preparations 3402

Organic surface-active 

agents (othe Chemicals 18073 5.058

3513

Manufacture of synthetic resins, 

plastic materials and man-made fibres 

except glass 3916

Monofilament of which 

any cross-sec Chemicals 20116 4.862

3513

Manufacture of synthetic resins, 

plastic materials and man-made fibres 

except glass 3921

Other plates, sheets, 

film, foil an Chemicals 22489 20.842

3411

Manufacture of pulp, paper and 

paperboard 4804

Uncoated kraft paper 

and paperboard Forest products 23624 0.834

3411

Manufacture of pulp, paper and 

paperboard 4823

Other paper, 

paperboard, cellulose Forest products 18820 2.281

3819

Manufacture of fabricated metal 

products except machinery and 

equipement not elsewhere classified 7616

Other articles of 

aluminium. Capital intensive 19549 4.548

3420

Printing, publishing and allied 

industries 4902

Newspapers, journals 

and periodical Labor intensive 22479 3.333

3521

Manufacture of paints, varnishes and 

lacquers 3214

Glaziers' putty, grafting 

putty, re Chemicals 21372 2.412

3560

Manufacture of plastic products not 

elsewhere classified 3922

Baths, shower-baths, 

wash-basins, b Labor intensive 18274 1.475

3710 Iron and steel basic industries 7326

Other articles of iron or 

steel. Capital intensive 16036 23.666

3121

Manufacture of food products not 

elsewhere classified 2105

Ice cream and other 

edible ice, whe Cereals, etc. 15822 2.024  
*All products not exported with RCA>1 in 2008, dropped those with PRODY<EXPY, dropped minerals & seafood, 

dropped those with density at least 1.5 σ of standard deviations above the mean for all non-exported products, combined 

into ISIC revision 2 sectors 

Source: WB calculations on WITS/COMTRADE data. 

34. And, finally, there are other strategic value opportunities to increase structural transformation in the 

medium-term.  However, as indicated above, there is a tradeoff between the strategic value and the distance: 

the nearest products do not involve the development of new capabilities that have many alternative uses not yet 

exploited. Therefore, any attempt to increase an option value of the export package would require movement to 

further away-products. To stretch the export package, a country needs to begin moving towards products not just 

near but also those away from its current product and export mix. We, therefore, repeat the analysis above, 

decreasing the minimum distance from 1.5 standard deviations to 1 (Figures A.2.3-A2.4). Table A2.3 in Annex 

2 displays top ten manufacturing sectors in terms of potential structural transformation (i.e. with best 

combination of proximity, PRODY and strategic value).  In terms of export products, only 60 percent of them 

are also ―low hanging fruit‖, meaning that these sectors/products are further away and, therefore, are likely to 

have fewer private actors in the economy existing at present, requiring more proactive study of either potential 

domestic or foreign firms. What would it take for these industries to emerge? What type of investments in 

training and education would it require? What type of intellectual property rights regime would be needed? 

What is the cost-benefit of such investments? Asking such sector-specific questions is not necessarily picking 

winners, and the answers should draw on the relevant private sector actors, either local or international. It also 

requires more detailed within sector analysis to corroborate or qualify the findings of this aggregate analysis. 

The recent thinking on new structural economics provides a simple framework could be used for the further 

research and development of strategies and policies to facilitate industrial upgrading, structural transformation 

and diversification (see Box 2.1).  
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Box 2.1: Active economic policies revisited: a new structuralist approach 

The new structuralist economics proposes a simple approach to help policymakers in developing countries to 

identify those industries that may hold latent comparative advantage and take actions to remove the constrains 

that impede the emergence of industries with latent comparative advantage and create the conditions to allow 

them to become the country‘s actual comparative advantage. It differentiates between the two types of 

government interventions.  

First are interventions aimed at facilitating the development of new industries that are too advanced and thus far 

from the comparative advantages of the economy, or too old and have lost comparative advantages. This type of 

interventions is costly and inefficient and failed to achieve its stated objectives. A common failure of the SOEs 

in many socialist and developing economies is the government‘s attempt to use them as a vehicle to develop 

industries or adopt technologies that are inconsistent with the country‘s comparative advantages. Such attempts 

create a policy burden on SOEs and the state is compelled to provide them with subsidies and protection. 

Information asymmetry prevents governments from knowing exactly what level of subsidies and protection 

would be adequate and SOEs use the policy burden as an excuse to ask for more subsidies and protection, which 

gives rise to the problem of soft budget constraint. 

Second are interventions aimed at providing information, compensating for externalities and coordinating 

improvements in the ―hard‖ and ―soft‖ infrastructure
16

  that are needed for private sector to grow in sync with 

the dynamic changes in the country‘s comparative advantages. As such, these interventions are not aimed to 

substitute market as the fundamental mechanism for resource allocation at every stage of development but rather 

complement it and thus, are likely to succeed. High-performing developed and developing countries are those 

where governments were able to play an active role in industrial upgrading and diversification process by 

helping firms to take advantages of market opportunities. Firms in new industries, once established with the 

government support in information, coordination and sometimes limited subsidies, have turned out to be 

competitive.  

Sources:  Lin (2010), Lin and Monga (2010). 

III. COMPETITIVENESS OF INDUSTRIAL ENTERPRISES: KEY TRENDS FOR 2004-08 

A. Evolution of Competitive Advantages: Focus on the Russian Market 

35. For a small open economy such as Belarus, the critical dimension of competitiveness is linked to the 

ability of an enterprise to penetrate export markets and prevent erosion of its market share.  The central 

perspective in the assessment of industrial competitiveness in this section relates to enterprises‘ export 

performance. This is particularly relevant in the economy dominated by large companies that historically were 

established to serve the regional market with a capacity which by far has exceeded domestic demand (Table 

A3.1 in Annex 3).  

36. Evolution in the Russia‟s market share should be seen as an important market test for Belarus‟s 

competitiveness.  The Russian market is important for this analysis for at least three complementary reasons. 

First, this is the largest market for Belarusian labor intensive industries such as machinery, food processing, 

construction materials, etc. Second, this is the market where since mid-1990s, for a number of historical reasons 

Belarus has had a very strong position, supported by highly preferential market access. Third, between 2000 and 

2008, the Russian market was among the fastest growing and most profitable markets in the world.  

37. Belarusian exporters‟ share in Russia‟s market saw drastic erosion.  This relates to total exports as well 

as to individual leading product groups, such as processed food, machinery, and transport equipment. Belarus‘s 

share in total exports to Russia declined from 9.8 percent of the total in 2000 to 3.7 percent in 2008 (Figure 

3.1.1). The respective shares of global machinery exports to Russia amounted to 12.6 percent and 3.2 percent. 

The dynamics of machinery exports is of particular interest because this is the product group that accounts for 

about 40 percent of the overall Belarusian exports to Russia. The trend in the share of processed food export was 

                                                      
16

 Examples of hard infrastructure are power, transport and telecommunication systems. Soft infrastructure includes the 

financial system and regulation, education system, the legal framework, social networks, values and other intangible 

structures in an economy. 
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somewhat different, with its relative stability up to 2005, but after that it declined quickly as well. For the entire 

period under review the Belarus‘s share declined from 6.1 percent of global food exports to Russia in 2000 to 

only 3.2 percent in 2008.  

Figure 3.1.1: Evolution in the share of 

Belarusian exports to Russia in the global 

exports by value to Russia, %, 2000-08 

Figure 3.1.2: Evolution in the share of 

Belarusian exports to Russia in the global 

exports to Russia, specific machinery goods 

(in units), %, 2000-08 
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Source: WB staff calculations on WITS/COMTRADE data. 

38. Leading Belarusian producers were not able to keep pace with a rapid rate of the Russian market 

expansion during the last decade.  While the value of Belarusian machinery exports to Russia grew by factor 

of 3 in 2000-08, global machinery exports there expanded by almost 12 times. Belarusian producers of tractors 

and refrigerators dominated exports to Russia a decade ago, holding a share of more than 75 percent in the total 

number of exported units. By 2008 this dominance had evaporated, and the share of Belarusian refrigerators had 

declined to one quarter of the total, while the share of tractors – to one third. The share of Belarusian trucks now 

amounts to only about 5 percent of the global truck exports to Russia, while it was close to half just a decade 

ago (Figure 3.1.2).
 17

   

39. The switch to the VAT destination principle in bilateral trade with Russia must have accelerated the 

decline in Belarus‟s share in the Russian market. However, it was neither the only, nor the main factor 

behind such a decline.  The most significant decline in Belarus‘s share at the Russian market took place in 

2005. The switch to the new VAT arrangements appeared especially difficult for Belarusian exporters because 

the associated administrative hassle almost stopped bilateral trade for a large portion of that year. However, this 

one time administrative shock should not be seen as a primary cause of the erosion of the Belarus‘s share in the 

Russian market. The decline in this share was observed before 2005, as well as after the transition to new VAT 

arrangements completed.  

40. The structure of global exports to Russia has experienced major shifts during the last decade.  During 

2000s the overall share of China increased; the share of EU-25 remained relatively stable, while the shares of 

two largest CIS partners – Belarus and Ukraine – fell. The Chinese expansion has been the most noticeable in 

machinery exports, where its share increased from 1.5 percent of total machinery exports in 2001 to 9.1 percent 

in 2008 (Figures 3.2.1-3.2.2). 

                                                      
17

These estimates are based on the WITS data, which show higher flows of machinery exports to Russia compared to those 

reported by the Russian Customs Committee. It is plausible that a portion of global exports to Russia, as reported by WITS, 

represents a transit to other destinations, such as Kazakhstan and other countries in Central Asia. This does not change the 

nature of our conclusions with respect to the erosion in the share of Belarusian exports to the Russia/CIS market. 
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Figure 3.2.1: Share of various trade 

partners in the global machinery exports to 

Russia, 2001, 2005 and 2008, % 

Figure 3.2.2: Share of various trade partners 

in the global processed food exports to Russia, 

2001, 2005 and 2008, % 
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Source: WB staff calculations on WITS/COMTRADE data. 

41. Ukraine significantly outperformed Belarus in the Russian market.  Despite the overall decline, 

Ukraine had been holding its share of the Russian market much better than Belarus. In fact, its share was just 

below 6 percent for most of the last decade, and it did not decline at all after 2005.  This relates to the trends in 

both total and machinery exports from Ukraine to Russia. As a result, while in 2001 Belarusian machinery 

exports to Russia were about 50 percent above the one from Ukraine, in 2008 the ratio became exactly the 

opposite (Figure 3.2.1).  

42. The comparison of export trends for Belarus and Ukraine may suggest that special economic 

relations between Belarus and Russia do not play the critical role for the Belarus‟s export prospects any 

longer as they used to. In the 1990s these special relations were fundamentally important for Belarusian 

producers to secure special access to the Russian market, including through specific large-scale inter-

governmental trade agreements
18

. Trade data as well as examples of various trade disputes between Russia and 

Belarus in recent years indicate that Belarus has lost much of this political advantage, while other competitive 

advantages are not strong enough to provide Belarusian exporters with adequate compensation to dominate their 

traditional market niches.  

43. Additional competitive pressures that Belarusian exporters have been facing in the Russian market 

of machinery and equipment are the result of two important trends. First, there has been a strong expansion 

of Chinese exporters that in a number of cases aimed at the same market segments as those from Belarus. 

Second, there has been an expansion in FDI in Russia, including in the area of industrial assembling lines.
 
 

B. Government’s Support of Manufacturing Exports: Policies and Outcomes  

44. The Belarusian government has adopted a number of specific policies to support the country‟s 

manufacturing exporters in order to accelerate growth and export expansion, in particular in the 

machinery sector.
 
The most prominent of these policies include the following:  

 Support for domestic demand for locally made machinery and equipment, including in such major 

sectors as agriculture and construction. For instance, as part of the government support program for 

agriculture, large farms acquired agricultural machinery that totaling BYR 5.1 trln (or about 2 percent of 

annual GDP) in 2005-08. 

 Trade diplomacy. The Government has been very active in promoting manufacturing exports through 

inter-government agreements with Russia and other CIS states, as well as with such partners as 

Venezuela, Iran, Vietnam, and Egypt. For instance, in 2009 the Russian Ministry of Economy expanded 

                                                      
18

 World Bank (2005). 
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the full set of preferences effective within the system of state procurement for Russian producers to 11 

major machinery enterprises from Belarus. 

 Encouraging establishment of new assembly lines and service centers abroad by Belarusian exporters. 

In 2009 alone, many of such assembly lines were set up, mostly in the CIS countries, but also 

increasingly in large developing countries worldwide. For instance, by late 2009, a medium size 

exporter of agricultural machines, Bobruiskagromash, had developed a network of joint ventures in the 

CIS that included 9 assembly lines and 14 service centers. The cost effectiveness of investment in new 

assembly lines may require additional evaluation, especially in case of relatively small ventures that do 

not have needed economy of scale.  

 FDI Promotion. The Government has been increasingly vigorous in this area by intensifying specific 

investment promotion activities as well as by taking steps towards gradual liberalization and 

improvement in investment climate. This, however, has not resulted in a significant expansion in FDI 

inflow yet. One of the reasons for this relates to the fact that progress in economic liberalization has 

been uneven; its primary focus has been on SMEs, while large enterprises remain over-regulated, and 

the privatization process has remained slow. 

45. However, despite strong recent growth in output and exports and the above policies, Belarus‟s 

competitiveness and export sustainability eroded.  This erosion was largely hidden because of a major 

expansion happening in the main export markets and because of favorable price dynamics. The erosion in the 

market share was related not only to the cost factors and the quality of traditional exports, but also to 

weaknesses on the marketing side and a failure to integrate into global networks and supply chains.  Remaining 

state controls over major industrial enterprises limit their flexibility and attractiveness as business partners for 

global players, and also undermine longer-term managers‘ incentives for restructuring and global integration. 

Excessive controls over pricing as well as over product markets have been a source of both additional business 

risk and a financial constraint for many leading exporters. The example of dairy exporters, which became 

mainly loss-makers in 2008 in the environment of overwhelming government regulations, illustrates this point 

well (See Box 3.1). There is no evidence yet to confirm that the recent government efforts to reduce 

administrative barriers and boost FDI have brought about a major breakthrough in attracting manufacturing FDI 

and new quality of integration. 
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Box 3.1: Strength and weaknesses of Belarusian dairy products exporters  

 

Belarus is an important dairy producer and exporter in the world with annual production of milk that reached 

643 kg per capita in 2008. The country‘s share in the global trade in dairy products was estimated at around 1.8 

percent in 2008.  Since 2001 the prominence of the dairy sector in the country‘s export has further increased. 

Dairy export accounted for 49.4 percent of the total agricultural and food exports in Belarus and for 5.4 percent 

of the country‘s non-energy, non-mineral exports in 2008. Overall, total exports in the sub-sector (in USD) in 

2001-08 expanded more than sevenfolds. This reflects an increase in the unit value of dairy exports by 161 

percent.  The latter was primarily the result of global market trends but was also driven by the fact that 

Belarusian exporters managed to reduce the gap between their sale prices and the average price level observed at 

the global market. 

Figure B3.1: Average prices of Belarusian dairy export as a share of average world prices 

 
The main risks to the existing strategy in the dairy sector are largely similar to those in the other parts of 

Belarusian manufacturing. They are as follows.  

First, sector exports are heavily dependent on Russia‘s market, which accounts for 94 percent of total sales. 

However, the access to the Russian market is becoming increasingly difficult. In 2009 Belarus was forced to 

accept self-imposed restriction on future growth in dairy exports to Russia – starting from 2012 the total dairy 

sales will have to be limited to 2.5 million tons a year, which is 11 percent below its 2008 export volumes. 

Exports to the EU continue to face significant barriers related to the product quality and, more importantly, to 

the lack of adequate standardization and certification arrangements.  

Second, domestically the sector still faces heavy administrative controls over pricing and milk procurement. 

Price regulation is biased towards households (relatively low retail prices) and farmers (relatively high 

procurement prices for milk), which puts milk processors at a disadvantage. A large portion of domestic sales is 

made at a loss, and in 2008 the sector as a whole was making losses, i.e. its export profits were insufficient to 

compensate for losses associated with domestic sales. This undermines sector opportunities for investments and 

further productivity improvements. 

Third, within-sector competition remains limited, and the government has been implementing a top-down 

approach towards sector restructuring and consolidation. Most enterprises are still fully controlled by the state 

and face all sorts of formal and informal controls that limit their flexibility with respect to e.g. adjustments in 

staffing, wage levels, and redirection of sales to new regional markets within the country. This slows down the 

process of market-based consolidation and resource reallocation within the sector.  

Sources: Based on the background paper by A.Meleshchenya and World Bank (2010)_a. 

C. Evolution of Competitive Advantages: Evidence from Competitiveness Surveys  

46. Two main markets – the domestic one and Russia -- play a predominant role for local industrial 

producers.  96 percent of all enterprises participated in 2008 Competitiveness Survey sold at least some of their 

products in the domestic market, and 75 percent of enterprises exported their products to Russia.  These shares 

remained practically unchanged since the earlier surveys in 2004 and 2006. About 56 percent of survey 

respondents consider Russia either the main or significant market. A similar share for two other important 

export markets, the CIS and developed economies, amounts only to 14 percent (Table A.3.2).  
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47. Sales to all markets in the CIS expanded in 2007-08, while those to the rest of the world stagnated.  

Growth of the domestic market remained the strongest (with the balance of responses +27.6%), but it declined 

somewhat relative to the earlier period. Growth in sales to Russia (+22.9%) recovered strongly after the 

problems associated with transition in 2005 to the VAT destination principle in bilateral trade had been 

addressed. Dynamics at the markets of other CIS countries was also positive (+7.5%) (Figure 3.3). 

Figure 3.3:  Dynamics of sales by market (balance of responses as % of total number of responses) 
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Source: RIME surveys. 

48. Practically all industrial sub-sectors demonstrated positive dynamics in all three markets in the CIS 

(domestic, Russian, and rest of the CIS).  The only important exception was the light industry (textiles and 

garments), which showed an increase in sales in Russia but not at two other CIS markets. In the markets of 

developed economies, only three sub-sectors had their sales expanded in 2007-08 ─ fuel, chemical and 

petrochemical, and, to a much lesser extent, food industry. The primary drivers of growth to non-CIS markets in 

these sub-sectors relate to a major expansion in global demand and higher world market prices.  

49. Individual exporters tend to specialize in particular export markets and benefit from the economy of 

scale associated with specialization and concentration of their export efforts.  A more detailed analysis of 

survey data suggests that there is a statistically significant link between importance of the market for an 

enterprise and the dynamics of its sales at this market: the balance of responses is much more positive for 

important markets than for marginal ones
19

. Larger enterprises demonstrated stronger performance at all export 

markets while smaller firms, with less than 100 employees, out-performed all other size categories at the 

domestic market.  

50. There is no evidence of market diversification at the level of the industrial sector as a whole, nor at 

the level of individual companies. The differences in growth across markets and enterprise groups point to the 

two important conclusions concerning the overall export dynamics. First, overall manufacturing export growth 

(in value) in 2007-08 was much stronger than the simple balances of responses in Table A3.2 may suggest 

because growth was disproportionally concentrated on larger market segments and on larger enterprises. 

Second, there was a tendency towards more market concentration at the enterprise level. Enterprise dependency 

on their most important markets increased.  

51. The 2008 survey data present a significant across-the-board improvement in self-assessment of 

enterprise competitiveness.  There was a significant improvement in self-perception of competitiveness in 

2008 compared to 2006 and, to a somewhat lesser extent, to 2004. These data confirm once again that the time 

before the 2008 global crisis was a period of strong industrial performance and growing confidence among 

Belarusian producers, in particular within the group of largest enterprises (Table A3.4).  

52. Competitiveness improved in both dimensions – the product quality and the price. However, there 

was a sense of a much stronger increase in price advantages.  For the first time since the early 2000s the 

                                                      
19

 However, this correlation became weaker in the 2008 sample compared with the 2006 survey. 
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number of enterprises indicating a price competitive advantage exceeded 50 percent at both markets ─ the CIS 

and the rest of the world (ROW). While the results of the earlier survey (2006) indicated significant erosion in 

competitiveness in Russia, this trend did not expand in 2008, and business confidence with respect to Russia‘s 

market recovered strongly. At the same time, perceptions of a quality advantage at the domestic market 

declined. It is likely that this strong and broad-based improvement in price competitiveness in 2008 relates, at 

least partially, to the exchange rate policy.  In the years before the global crisis, the Belarusian rubel was de 

facto pegged to the US dollar, while both Euro and the Russian ruble did appreciate against USD. Lower 

(relative to non-Russian competitors) costs of energy inputs were also important factors that supported price/cost 

advantages of Belarusian exporters.  

53. There were major differences in the competitive position of Belarusian enterprises between markets 

in the CIS and ROW.  Overall, the respondents expressed considerable and broadly growing confidence about 

their own competitive strength with respect to markets in the CIS. This perception relates to both price/cost and 

quality advantages, and it is broadly shared across all main industrial sub-sectors. The responses also point to 

some marginal advantages of Belarusian producers in the CIS in product variety and in lower operational and 

maintenance costs of their products
20

 (Table A3.4).  

54. The perception of quality gaps with competitors at the ROW markets changed considerably.  With 

respect to markets in the developed economies in the ROW, the respondents pointed to only one their own 

advantage that related to their lower prices. At the same time, the perception of a quality disadvantage largely 

disappeared. While both 2004 and 2006 surveys revealed a major perceived quality disadvantage of Belarusian 

exporters there, this was no longer the case in the 2008 survey. This could be seen as another sign of increased 

confidence among Belarusian exporters.  

55. Weak marketing capabilities (including advertizing, servicing network, payment arrangements) were 

considered by enterprise managers as a factor that strongly undermined their product competitiveness at 

all markets, including the domestic one. This particular gap in competitiveness was by far stronger at the 

ROW markets than in the CIS. Negative perceptions of those marketing-related factors do not differ much 

across sub-sectors and enterprises of a different size. In addition, the factor of product variety is seen as a 

disadvantage for the ROW market, while it is not a problem at the CIS. Underdeveloped marketing capabilities 

are a reflection of a broader problem of lagging developments in business services. In this respect Belarusian 

manufacturing exporters need support through faster development of the local service sector, in particular its 

marketing and logistics segments, including through more aggressive penetration the domestic services market 

by specialized global firms.
21

 

56. In the absence of other competitive advantages, lower export prices on their own could not help 

exporters to secure stronger expansion in sales. An analysis of individual enterprise responses suggests the 

existence of a statistically significant positive correlation between managers‘ beliefs that their enterprise has a 

competitive advantage in the area of marketing at a particular export market and higher growth in sales to this 

market. This result holds for markets in both the CIS and ROW. However, the analysis does not reveal any 

correlation that would suggest a link between enterprises‘ lower export prices and higher export sales.  

57. Determinants of competitiveness at the ROW markets are different from those in the CIS.  The main 

determinants of advantages of Belarusian producers over their foreign competitors at the CIS markets, as 

perceived by enterprise managers, relate to better technologies, more skilled labor, and lower profit margins.  

With respect to the markets in the ROW, the managers generally believe that the same determinants provide 

much less support to their enterprise competitiveness than in the case of the CIS. The single main booster of 

competitiveness in the ROW relates to lower wages, and some marginal support comes from lower profit 

margins (Table A3.5). All other determinants of competitiveness for ROW markets are rated negatively – their 

effect works in favor of competitors of Belarusian enterprises.  

58. The business environment for Belarusian exporters has been improving recently, but from a 

relatively low/unfavorable starting position.  The survey results suggest a considerable improvement in 
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 The latter advantage declined drastically, however, relative to 2004 and 2006 surveys.  
21

 See more discussion in World Bank (2010)_b. 
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perceptions on such important determinants as availability of bank credit, tax burden, and foreign market access 

(import restrictions)
22

. The balances of these responses are still negative, which reflects the very low base 

(results of the earlier surveys), but there has been a noticeable positive change. The credit for such a change 

should be given in part to the Government, which (as seen from various other assessments, including Doing 

Business) has provided for improvements in investment climate (including in the areas of access to credit and 

tax policy), and also to managers themselves, who appear to have become more familiar with the situation in 

other countries, more realistic in their assessment of cross-country differences in business environment, and thus 

less prone to complain (the latter may explain e.g. changes in ratings for the market access indicator).  

59. Interestingly, exporters do not consider government domestic policies to be important obstacles for 

export expansion.  The role of policy factors (tax and customs policies) is much less important (and has 

declined since 2004) than market factors (competition, demand) (Figure 3.4). Belarusian producers were highly 

and increasingly confident about their technological level, production quality, and staff qualifications. Also only 

about 30 percent of respondents indicated that they face a price disadvantage at foreign markets. This seems to 

be consistent with the view that the cost/price factor on average works in favor of Belarusian exporters, but the 

role of this factor is not critical.  In 2008, only 22 percent of respondents considered low market demand as an 

important obstacle. This is rather a low number (in 2002-03 this share was closer to 30 percent) indicating 

highly favorable foreign market conditions back in 2008. No surprise that this share almost doubled in 2009 as 

the economy was affected by the global crisis. 

Figure 3.4: Main obstacles for export expansion (% of respondents that selected the respective option) 
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Source: RIME surveys. 

60. The single main obstacle for export expansion identified by enterprise managers in 2008 related to 

the high level of market competition.  This would suggest that additional efforts should be made by individual 

companies and their associations to build stronger cross-border partnerships with experienced foreign market 

participants that would help promote Belarusian products at external markets. The industrial sector as a whole 

would greatly benefit from higher FDI inflows to Belarus in both manufacturing and service sectors that, as 

global experience shows, could bring to the country new marketing expertise and established links to the world 

markets. 

61. Export sales margins improved significantly between 2006 and 2008, while those on domestic sales 

stagnated.  The median estimate for export profitability at the domestic market remained at 5 percent. However, 

it rose from 5 percent to 10 percent at the Russian market, remained at the level of 10 percent at the markets of 

other CIS countries, and rose from 10 percent to 15 percent at the ROW markets (Figure 3.5.1).  

                                                      
22

 A similar positive change in the business environment is recorded in Table 2.5: improvements in ratings for the factor 

―state procurement and role of inter-state agreements‖. 
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Figure 3.5.1: Profitability of sales by market 

(median response) 
Figure 3.5.2: Profit margins in main industrial sub-

sectors by main markets in 2008, % 
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62. The increase in export margins was broadly shared across the sub-sectors, in particular at Russian 

and ROW markets.  Exports to non-CIS markets were somewhat more profitable on average than those to the 

CIS, despite the fact that not much export expansion happened towards non-CIS markets in the past few years 

(Figure 3.5.2). The latter is partially explained by the commodity composition of exports to the ROW, which are 

dominated by fuels and chemicals that were main beneficiaries of price hike and higher margins in 2007-08. 

However, export margins on sales to the ROW were also higher in some core manufacturing. This may indicate 

high costs of entry that Belarusian exporters face at these markets. It could be that mostly those enterprises 

which find highly profitable market niches tend to pursue export opportunities in the ROW, while many others 

decide not to bother. This may suggest that additional government support for new exporters to the ROW, 

especially for the SMEs, could be justified to help them partially offset initial costs of entering these markets. 

63. The primary reason for lower margins on domestic sales relates to the prevailing price controls, but 

not to higher compatibility of domestic markets. Price restrictions represent the major barrier for developing 

efficient product and factor markets in Belarus. In 2009, the Government made important decisions to relax its 

price controls. Full implementation of these decisions is critical for making the business environment in Belarus 

less distorted and more conducive for across the board productivity improvements.  

IV. CONCLUSIONS AND POLICY IMPLICATIONS 

65. While overall trade performance since 2004 has been rather strong, a number of weaknesses and 

vulnerabilities identified in the 2005 CEM have generally worsened since then.  The favorable period of 

beneficial terms of trade and strong growth of major trading partners has not been used to strategically diversify 

and restructure the export pattern, and lay down the foundations for sustainable export-driven growth. All the 

problems have been manifested even stronger during the current global economic crisis. More specifically, the 

findings of the analysis could be summarized as follows: 

 Despite strong recent growth, Belarus‟s competitiveness and export sustainability has eroded.  This 

erosion was largely hidden because of a major expansion taking place in the main export markets and 

favorable price dynamics.  

 Economic growth has become less export-driven. With average (median) GDP growth of 9.7 percent per 

annum during 2005-08, the contribution of exports was 4 percent as compared to 6 percent and 7.1 percent 

respectively during 2001-04.  

 Export has been increasingly driven by prices, and TOT vulnerability increased. 95 percent of export 

growth in 2008 was due to the price factor as compared to (already high) 61 percent in 2004. Export growth 

and GDP growth became increasingly dependent on fluctuations in prices of just a few commodities, first of 

all, oil products, which make the economy highly vulnerable to TOT shocks. 
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 Exports have become more concentrated. In 2008, 10 largest exporters were responsible for over 50 

percent of total exports and for over ¾ of total exports outside the CIS (as compared to 40 percent and 2/3 

respectively in 2004).  While in 2004 product export concentration of total Belarus export was similar to 

Lithuania, in 2008 it became higher than Lithuanian by over 40 percent. Increased export concentration 

made Belarus‘s small open economy even more vulnerable to external shocks. 

 Trade restructuring and diversification has been slow. Most of the ―geographical diversification‖ has 

been due to growing export of oil products outside the CIS. As far as non-oil export is concerned, the 

changes have been rather moderate: the share of EU in non-oil exports has been stagnant while Russia still 

accounts for over 50 percent of total non-oil export. There is no evidence of market diversification either at 

the level of the industrial sector as a whole, or at the level of individual companies. 

 IIT intensity of trade has declined. It has declined in trade with all groups of countries, but especially in 

trade with the EU. Underdeveloped IIT trade in general and with more developed countries in particular 

reflects the failure to attract FDI and linked to them technology transfer, increased productivity, and 

competitiveness of economy ─ the factors that make the  economy more resilient to shocks and more akin to 

sustainable growth. 

 Economic environment is not conducive for technological adaptation and knowledge development. 

The structure of Belarus‘s exports shifted towards goods with lower technological content, and Belarus lags 

behind its regional and income peers in many knowledge economy dimensions but, most of all, in economic 

incentives.  

 Belarus‟s comparative advantages have weakened. The number of products with strong comparative 

advantages has decreased, and the pattern of RCA has shifted away from labor and capital intensive goods 

towards raw materials and petroleum, thus further limiting space for job-generation and productivity 

improvements in the economy. 

 An increase in export sophistication has been modest as compared to other comparable countries. 
Significant income growth in Belarus has not been accompanied by a respective increase in export 

sophistication. Belarus was in rather a favorable position at the beginning of XXI century, but lost its 

advantage vis-à-vis many other CEECs in increasing productivity of its export basket. 

 Structural transformation has been very slow. Belarus has created very few opportunities (new sub-

sectors) for structural transformation. This further weakens Belarus‘s growth prospects.  

 Belarus‟s export basket to CIS countries is more sophisticated than that to non-CIS countries. 

However, Belarus‘s is losing its export share at the Russian market: not only China, but even Ukraine were 

doing better at the Russian market.  

 The erosion of competitiveness is not only due to cost factors and to the quality of traditional exports, 

but also to weaknesses on the marketing side and a failure to integrate into global networks and 

supply chains. The country‘s industrial structure remains non-flexible, with fewer new entries, much less 

FDI (especially limited entry of global players in manufacturing and services), and fewer cross-border 

partnerships relative to what has been happening in the economies of its neighbors.  

 State controls over major industrial enterprises limit their flexibility and attractiveness as business 

partners for global players, and also undermine longer-term managers‟ incentives for restructuring 

and global integration. Excessive controls over pricing as well as over product markets have been a source 

of both additional business risk and financial constraint for many leading exporters. 

66. Sources for future export growth in Belarus are more uncertain now than in the period of 2005-08.  
Even the best medium-term scenario for the global economy points to the likely slow-down in demand for 

Belarusian industrial exports, which would limit the overall potential for economic growth. This poses difficult 

questions concerning medium-term prospects for Belarusian exports to Russia and the CIS. There is a broad 

agreement among analysts that it is highly unlikely that post-crisis growth rates in Russia‘s imports could 

recover to the levels observed back in 2005-08. The consensus is that future growth would be more modest, 

reflecting lower oil prices and less access of Russian consumers to credit financing. At the same time, fast 

growth of China and other developing economies in Asia will continue, and their share in global trade is 

expected to expand further. They will continue to squeeze Belarusian exporters at the Russian market. 
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Moreover, Russia‘s ultimate accession to WTO would reduce overall trade barriers there
23

, which would play in 

favor of new exporters to this market against well established players, including those from Belarus. 

Simultaneously, further growth in household incomes in Russia will support additional shifts in their 

consumption structure towards more sophisticated goods at the expanse of more traditional brands, which 

originate from Belarus.  

67. Competitive pressures on Belarusian exporters at the Russian/CIS markets are likely to become even 

stronger in the medium to long term.  The key risk is clear, and it is similar to many other middle-income 

exporters of manufacturing goods, such as for instance Latin America exporters. It is about being squeezed 

between low-cost producers in Asia and other successful developing nations on one side and high-end producers 

in OECD countries on the other
24

. As a result, the rate of future growth in Belarusian export to Russia/CIS may 

be much lower than it was during the last 10 years with the obvious implications for macroeconomic stability 

and growth in household consumption.  

68. The GOB efforts should be focused on changes in economic incentives and improvement of business 

climate for all economic agents -- state and private, domestic and foreign -- rather than on provision of 

individual privileges, benefits, and exemptions. Consistently with the dynamic changes in the country‘s 

comparative advantages, sector-specific impediments to growth in competitiveness and productivity should be 

lifted as a priority (in line with good international practice), and selected/prioritized horizontal measures can be 

applied, benefiting current and new potential exporters. This would allow Belarus to reap the benefits of 

international trade and specializations, to increase competitiveness based on true comparative advantages, thus, 

boosting productivity and, eventually, returning to a sustainable growth path.  

69. While this calls for a comprehensive reform strategy, below we highlight some possible menu of policy 

actions aimed at addressing the weaknesses and the vulnerabilities analyzed in this Note. At this stage these 

suggested actions, should be  considered as preliminary ideas for further discussion and more detailed 

development of a concrete agenda with sequencing of key measures.  

 Increase efficiency and flexibility of SOEs. Lift excessive regulations, including production and export 

targets, and remaining price, wage, and employment controls. 

 Accelerate privatization of sectors urgently requiring technical progress and potentially attractive for 

foreign investors. Bring FDI that can improve sophistication of the country‘s production and the export 

basket; increase knowledge transfer and adaptation. 

 Stop subsidization of SOEs not contributing to structural transformation. For the rest, there should be a 

clear time-frame for gradual elimination of subsidies, while the provision of state support should be linked to 

enterprise performance. 

 Remove remaining, identified obstacles to entry, exit, and operation of private businesses. New products 

are often associated with new businesses.  

 Support development of the services sector, including the development of business services. This would 

allow enterprises to concentrate on their core functions and will make them more attractive for FDI. 

 Pursue further trade liberalization and exposure of local producers to international competition. 

Reduce the existing non-tariff restrictions on imports and phase out any restrictions hampering competition. 

 Advance WTO accession. This would catalyze many domestic policy reforms.  

 Perform an evaluation of current R&D capabilities. Stop R&D spending in areas where there are not 

close linkages with the private sector. 

                                                      
23

 In the short term, the 2010 formation of the Customs Union of Belarus, Russia, and Kazakhstan has resulted in higher on 

average trade barriers for exporters from the third countries (non-members of the Customs Union). This would be a source 

of marginal support for Belarusian enterprises in the immediate future. This may delay but will not stop the process of 

Russia‘s (and other members‘) global integration and WTO accession.  
24

UNIDO (2009).  
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• Create and make operational the Export and Investment Promotion Agency. The agency should help 

all exporters while developing special capabilities for assisting new and fast growing exporters of ―up-

market‖ products. 

• Secure intellectual property rights. Revise the existing legislation to eliminate any loopholes discouraging 

innovation. 

• Reorient the system of education and vocational training towards the needs of new sectors. This would 

help to remove one of the important obstacles to the development and growth of new sectors. 
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ANNEX A1: TABLES AND FIGURES 

Table A1.1: Geographical Structure of Merchandise Exports (Percentage in total exports) 

  2001 2002 2003 2004 2005 2006 2007 2008 2009 

Total, US$ 

million 7450.6 8020.9 9945.6 13751.7 15977.2 19738.5 24275.2 32902.2 21282.2 

CIS 60.3 54.7 54.6 53.1 44.2 43.6 46.2 43.8 43.9 

Ukraine 5.7 3.4 3.5 3.9 5.7 6.3 6.1 8.5 8.0 

Russia 53.2 49.6 49.1 47.0 35.8 34.7 36.6 32.2 31.5 

Others of CIS 1.5 1.7 2.1 2.1 2.7 2.7 3.6 3.1 4.4 

Non-CIS 39.7 45.3 45.4 46.9 55.8 56.4 53.8 56.2 56.1 

EU - 25 28.3 33.5 35.9 36.7 44.1 45.5 43.1 43.1 43.2 

Germany 3.2 4.3 4.2 3.7 4.4 3.8 3.0 2.5 4.6 

Great Britain 3.0 6.2 9.4 8.3 7.0 7.5 6.3 4.4 3.8 

Italy 1.1 1.6 1.4 1.0 1.0 0.9 0.8 1.0 0.9 

Latvia 6.6 6.5 3.5 2.4 2.0 2.3 4.1 6.6 7.8 

Lithuania 3.7 3.2 2.7 2.6 2.2 2.2 2.3 1.9 1.7 

Poland 3.3 3.4 4.4 5.3 5.3 5.2 5.1 5.5 3.9 

China 1.9 2.7 1.6 2.2 2.7 2.0 2.0 1.9 0.8 

USA 1.0 1.1 1.0 1.2 1.6 2.3 1.4 0.4 0.2 

Brazil 1.0 1.1 1.1 1.1 1.0 1.1 1.5 3.3 2.1 

Source: World Bank staff calculations based on  WITS/COMTRADE data. 

 

Table A1.2: Geographical Structure of Merchandise Imports (Percentage in total imports) 

  2001 2002 2003 2004 2005 2006 2007 2008 2009 

Total, US$ 

million 8286.4 9092.3 11558.0 16345.5 16698.7 22323.2 28693.1 39482.9 28563.6 

CIS 70.0 69.2 69.6 72.2 66.6 64.9 66.3 66.0 63.8 

Ukraine 3.3 3.2 3.1 3.3 5.4 5.5 5.3 5.4 4.5 

Russia 65.6 65.1 65.8 68.2 60.4 58.6 60.0 59.8 58.5 

Others of CIS 1.0 0.9 0.7 0.7 0.8 0.8 1.0 0.8 0.8 

Non-CIS 30.0 30.8 30.4 27.8 33.4 35.1 33.7 34.0 34.6 

EU - 25 21.1 21.8 21.7 19.8 21.4 22.3 21.6 21.4 22.7 

Germany 7.3 7.6 7.1 6.6 6.7 7.5 7.6 7.1 7.8 

Great Britain 0.7 0.7 0.7 0.8 0.9 0.8 0.7 0.7 0.9 

Italy 2.0 2.4 2.5 1.8 2.4 2.2 2.2 2.2 2.5 

Latvia 0.4 0.4 0.4 0.5 0.5 0.5 0.4 0.3 0.4 

Lithuania 1.3 1.2 1.3 1.1 0.8 0.8 0.6 0.6 0.7 

Poland 2.4 2.4 3.0 2.9 3.5 3.4 2.9 2.9 2.8 

China 0.5 0.5 0.6 1.0 1.7 2.5 2.8 3.6 3.8 

USA 1.6 1.1 1.3 1.2 1.4 1.3 1.4 1.2 1.5 

Brazil 0.7 1.1 0.8 0.6 0.9 0.9 0.4 0.4 0.4 

Source: World Bank staff calculations based on  WITS/COMTRADE data. 
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Table A1.3: Commodity Structure of Merchandise Exports (Percent in total exports) 

  HS code 2001 2002 2003 2004 2005 2006 2007 2008 2009 

Total   100 100 100 100 100 100 100 100 100 

Agricultural produce 01-15 4.7 3.9 4.6 4.7 4.9 5.2 5.6 5.1 8.2 

Food 16-24 3.4 4.0 3.8 3.8 3.4 2.3 1.9 1.6 2.6 

Mineral products 25-27 18.2 20.9 22.7 27.5 35.4 38.8 35.6 37.8 37.9 

Chemicals 28-38 11.4 10.3 10.0 9.2 9.6 8.1 8.7 14.0 12.4 

Wood and pulp&paper 44-49 4.2 4.2 4.4 4.2 3.5 2.8 3.1 2.3 2.2 

Textile and apparel 50-63 10.4 9.7 8.9 7.4 5.9 5.0 4.6 3.5 4.2 

Ferrous metals and 

ferroproducts 72-73 6.3 6.6 7.2 7.7 6.7 6.6 7.0 6.9 6.0 

Non-ferrous metals 74-83 1.3 1.7 1.4 1.1 0.8 0.9 1.0 0.8 0.9 

Machinery and equipment 84-85 12.0 11.9 11.7 10.8 9.0 8.7 9.5 7.9 7.8 

Vehicles 86-89 13.0 12.2 11.3 11.3 10.4 10.4 11.9 9.7 6.7 

Other   15.1 14.6 13.9 12.2 10.5 11.1 11.0 10.3 11.2 
Source: World Bank staff calculations based on   WITS/COMTRADE data. 

 

Table A1.4: Commodity Structure of Merchandise Imports (Percent in total exports) 

  HS code 2001 2002 2003 2004 2005 2006 2007 2008 2009 

Total   100 100 100 100 100 100 100 100 100 

Agricultural produce 01-15 5.8 6.2 5.5 5.3 5.3 4.7 3.9 3.6 3.6 

Food 16-24 7.4 7.3 6.5 5.4 5.4 4.7 4.1 3.9 4.5 

Mineral products 25-27 27.5 26.3 26.9 28.2 33.6 33.4 35.8 36.4 40.3 

Gas 2711 7.0 6.2 6.2 6.0 6.9 4.8 7.5 7.0 9.4 

Oil and oil products 2709-2710 17.8 17.6 18.6 20.9 26.2 27.3 26.9 27.9 29.4 

Chemicals 28-38 8.6 8.0 7.6 7.0 6.9 7.1 6.3 6.4 7.2 

Wood and pulp&paper 44-49 3.2 3.5 3.1 2.7 2.3 2.3 2.4 2.2 2.1 

Textile and apparel 50-63 4.5 4.3 3.9 3.4 2.8 2.4 2.2 1.9 2.0 

Ferrous metals and 

ferroproducts 72-73 8.3 7.8 9.0 10.3 9.2 9.0 9.2 10.0 6.8 

Non-ferrous metals 74-83 3.2 3.3 2.9 3.4 2.2 2.7 2.7 2.3 1.9 

Machinery and equipment 84-85 14.3 15.4 16.7 17.6 15.5 16.1 16.3 15.8 15.4 

Vehicles 86-89 6.4 6.7 5.5 5.5 5.8 6.5 6.8 5.2 4.1 

Other   10.8 11.4 12.3 11.3 10.8 11.1 10.4 12.3 12.0 
Source: World Bank staff calculations based on   WITS/COMTRADE data. 
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Table A1.5: Grubel-Lloyd Indices: Belarus and comparators* 

 
2001 2002 2003 2004 2005 2006 2007 2008 

Belarus  

        Total trade 50.3 51.4 48.9 47.4 43.6 45.8 46.4 45.6 

CIS 48.8 50.1 51.2 50.1 46.5 48.5 48.7 49.4 

Non-CIS 24.7 27.1 25.0 24.3 23.3 22.5 22.0 19.6 

EU 25 24.2 24.3 24.2 24.2 25.1 23.5 23.4 21.6 

Ukraine 

        Total trade 39.8 38.0 38.5 37.7 36.7 36.7 38.2 37.4 

CIS 54.2 51.2 49.7 50.8 50.6 52.0 52.4 53.3 

Non-CIS 24.4 23.5 26.4 25.8 20.9 19.4 20.2 18.7 

EU 25 30.8 28.6 30.3 31.8 22.8 22.3 23.6 23.4 

Poland 

        Total trade 58.1 60.1 61.7 65.8 64.5 66.0 67.4 69.5 

CIS 14.5 14.6 15.5 15.7 14.8 15.0 15.1 13.0 

Non-CIS 56.0 58.0 59.9 63.7 62.2 64.0 65.1 67.4 

EU 25 61.0 58.1 58.9 62.8 61.5 63.4 64.0 65.3 

Lithuania 

        Total trade 49.7 52.9 51.6 51.3 55.7 58.5 56.5 60.1 

CIS 35.2 24.8 27.0 29.8 26.3 20.5 23.4 18.7 

Non-CIS 36.6 40.1 41.8 40.6 40.9 43.3 41.2 41.6 

EU 25 35.0 37.9 40.8 38.4 39.3 41.3 41.2 42.1 

*Note: The index is calculated for merchandise trade only (groups 5-8 excluding 68), using the SITC revision 3. 
Source: World Bank staff calculations based on WITS/COMTRADE data. 

 

Figure A1.1: Export by technological groups, 
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Figure A1.2: Export by technological groups, 2008 
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ANNEX A2: EXPLANATION OF METHODOLOGY 

Hausmann, Hwang and Rodrik (2006) find that the composition of a country‘s export basket has important 

implication on growth. Country that has rather ‗sophisticated‘ export baskets which contains high productivity 

goods experience more rapid subsequent growth. Similarly, a country with a rather simple, unsophisticated 

export basket remains poor. HHR developed a measure of sophistication of every product (PRODY) defined as a 

weighted average of the per capita GDPs of countries that export the product where the weights are the revealed 

comparative advantage of each country in the particular good. Goods usually exported by poor countries have a 

low sophistication, or PRODY, and those typically exported by rich countries have a high PRODY. The formula 

is as follows: 

 
  Y

Xxval

Xxval
PRODY c

c

j

ctci

ctci
ti 

 ,,

,,
,  

where xvali,c,t equals exports of good i by country c in year t,  Xc equals total exports by country c, and Yc 

equals GDP per capita of country c.  

 

The product-level measure of sophistication (PRODY) is then used to measure the sophistication of a country‘s 

export basket. Basically HHR calculate the GDP per capita associated with a particular country‘s export basket 

which is called EXPY. EXPY is the weighted average of the PRODY where the weights are the export share of 

each good in the country‘s export basket.  

PRODY
X

xval
EXPY ti

i tc

tic
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,
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,  













  

HHR showed that a country‘s export income is highly correlated with its GDP per capita. This means that if a 

country has developed rather sophisticated export basket and its level of EXPY is higher than its level of GDP 

per capita, this country will experience more rapid subsequent growth as GDP per capita converges to the export 

income level over time. 

 

Hausmann and Klinger (2006&2007) developed the methodology introduced by HHR and showed that the 

process of structural transformation becomes easier if to move to ‗nearby‘ products. This is based on the idea 

that every product involves highly specific inputs such as knowledge, physical assets, intermediate inputs, labor 

training requirements, infrastructure needs, property rights, regulatory requirements or other public goods. The 

probability that a country will develop the capability to be good at producing one good is related to its installed 

capability in the production of other similar, or nearby goods for which the currently existing productive 

capabilities can be easily adapted. The barriers preventing the emergence of new export activities are less 

binding for nearby products which only require slight adaptations of existing capacity. 

 

This is shown by first developing a measure of distance between products. The distance between each pair of 

products is measured based on the probability that countries in the world export both. If two goods need the 

same capabilities, this should show up in a higher probability of a country having comparative advantage in 

both. Formally, the inverse measure of distance between goods i and j in year t, which is called proximity, 

equals  

    titjtjtitji xxPxxP ,,,,,, |,|min  

where for any country c 



 


otherwise

RCAif
x

tci

tci

1

0

1 ,,

,,  

and where the conditional probability is calculated using all countries in year t.  

To measure how close any potential product is to that country‘s export basket as a whole the distance between 

products must be combined with export data. This measure, from Hausmann and Klinger (2006), is called 
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density: the density of current production around any good. This is the distance of good i from country c‘s 

export basket at time t. It is the sum of all paths leading to the product in which the country is present, divided 

by the sum of all paths leading to the product. Density varies from 0 to 1, with higher values indicating that the 

country has achieved comparative advantage in many nearby products, and therefore should be more likely to 

export that good in the future. 
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Hausmann and Klinger (2007) show that this measure of density is indeed highly significant in predicting how a 

country‘s productive structure will shift over time: countries are much more likely to move to products that have 

a higher density, meaning they are closer to their current production. 

 

Then Hausman and Klinger (2007) aggregate this measure of density to an overall measure of the connectedness 

of a country‘s export basket. This country-level measure is called ―open forest‖. A higher value indicates that 

the current export basket is a part of the product space that is well connected to other new and valuable 

opportunities for structural transformation. In other words, a high open forest indicates that the country is 

located in a dense part of the product space. A low value of open forest indicates the country is specialized in a 

sparse, unconnected part of the product space. Open forest is calculated as follows: 

 



















i j
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As with export sophistication, there is a positive relationship between income and open forest, with richer 

countries specialized in more connected parts of the product space. Yet, there is variation in this relationship, 

and countries that have managed to move into a relatively well connected part of the product space given their 

level of development enjoy faster subsequent structural transformation. 

  

Some products are in a dense part of the product space, meaning that they are intensive in capabilities that are 

easily deployed to a wide range of other goods. The implication is that successfully producing these goods 

would create capabilities with significant value for other new products. On the other hand, other products are 

located in the periphery, or in a part of the product space where the country has already achieved comparative 

advantage and acquired the requisite productive capabilities. Therefore, these products have a low strategic 

value, because successfully producing them would offer little in terms of future structural transformation. 

  

The strategic value of every good not currently exported with comparative advantage can be measured using 

open forest. This is done by calculating what would happen to open forest if that good were added to the export 

basket. If a product is closely connected to a wide range of other valuable products not currently exported by the 

country, it would result in a large increase in open forest, and therefore have high strategic value because it 

would greatly expand the country‘s option set. 

 

 

 

 

 

 



36 

 

Table A2.1: Belarus‟s Top Contributors to EXPY, 2008 

HS Code Product Name Leamer Group

Exports 

(US M)

World Trade 

(US B) Prody

Contribution 

to EXPY

8701 Tractors (other than works, warehouse equipment) Machinery 1430 57 21518 935

8704 Motor vehicles for the transport of goods Machinery 992 115 18210 549

4011 New pneumatic tyres, of rubber Capital Intensive 520 61 22257 352

0406 Cheese and curd Animal Products 419 26 18492 235

0402 Milk and cream, concentrated or sweetened Animal Products 390 17 18687 222

8708 Parts and accessories for motor vehicles Machinery 314 287 21748 208

8418 Refrigerators, freezers and heat pumps nes Machinery 345 39 18219 191

9403 Other furniture and parts thereof Labor Intensive 347 67 16093 170

8433 Harvesting, produce cleaning and grading machinery Machinery 217 20 23024 152

7217 Wire of iron or non-alloy steel Capital Intensive 186 8 26221 148

0405 Butter and other fats and oils derived from milk Animal Products 205 6 22288 139

7312 Stranded steel wire, cable/etc, no electric insulatio Capital Intensive 190 7 21964 127

8408 Compression-ignition engines (diesel etc) Machinery 175 52 23019 122

8716 Trailers and non-mechanically propelled vehicle nes Machinery 148 25 22995 104

5902 Tyre cord fabric of high tenacity manmade yarn Capital Intensive 64 3 49354 96

8428 Lifting, handling, loading machinery nes Machinery 122 24 25676 96

8429 Self-propelled earth moving, road making, etc machine Machinery 153 50 19878 92

8504 Electric transformers,static converters and rectifier Machinery 163 67 17956 89

7019 Glass fibres, glass wool, and articles thereof Capital Intensive 92 11 29492 82

2933 Heterocyclics, nitrogen hetero atom only, nucleic aci Chemical 146 51 18398 82  
Exports with PRODY>EXPY (PPP), sorted by contribution to EXPY. Note: Belarus is lacking data in 2000 in HS. 

Source: World Bank staff calculations based on WITS/COMTRADE data. 

 

 

Table A2.2: Belarus‟s „Low-hanging fruit‟, 2008. 

HS Code Product Name Leamer Group

Exports 

(US M)

World Trade 

(US B) RCA PRODY Density

4407 Wood sawn, chipped lengthwise, sliced or peeled Forest Products 49.3 29.3 0.7 13524 0.211

1205 Rape or colza seeds Cereals, etc. 0.1 9.0 0.0 11730 0.208

7309 Reservoirs, tanks, vats, etc, iron or steel cap >300l Capital Intensive 0.5 4.6 0.0 16551 0.205

4408 Veneers and sheets for plywood etc <6mm thick Forest Products 0.4 3.1 0.0 10140 0.204

9404 Mattress supports, mattresses, bedding Labor Intensive 14.9 11.0 0.6 14041 0.203

2102 Yeast, dead unicellular organisms nes, baking powders Cereals, etc. 0.3 1.3 0.1 10865 0.203

9401 Seats (except dentist, barber, etc chairs) Labor Intensive 107.2 51.5 0.9 16508 0.202

4413 Densified wood, in blocks, plates, strips or profile Forest Products 0.0 0.3 0.0 8665 0.201

1704 Sugar confectionery, non-cocoa, white chocolate Tropical Agriculture 13.7 8.0 0.7 11956 0.200

7308 Structures, parts of structures of iron or steel, nes Capital Intensive 97.5 45.8 0.9 18245 0.200

4417 Tools, broom handles, bodies, etc, of wood Forest Products 0.0 0.3 0.0 12550 0.199

7326 Articles of iron or steel nes Capital Intensive 23.7 40.4 0.3 16036 0.198

7310 Tank, cask, box, container, iron/steel, capacity <300 Capital Intensive 8.0 5.6 0.6 10416 0.198

1517 Margarine, edible animal or veg oil preparations nes Cereals, etc. 1.7 5.9 0.1 7623 0.198

4302 Tanned, dressed furskins Capital Intensive 1.0 1.2 0.3 19005 0.198

2005 Vegetables nes, prepared/preserved, not frozen/vinega Cereals, etc. 6.1 8.2 0.3 11826 0.198

1806 Chocolate and other foods containing cocoa Tropical Agriculture 19.8 19.0 0.4 15309 0.197

4818 Household, sanitary, hospital paper articles, clothin Forest Products 1.2 20.0 0.0 11521 0.196  
Source: World Bank staff calculations based on WITS/COMTRADE data. 
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Figure A2.1: Unoccupied Products 1.5σ above 

Average Density, Belarus 2008 Weighted by World 

Trade 

Figure A2.2: Unoccupied Products 1.5σ above 

Average Density, Belarus 2008 Weighted by 

Strategic Value 

Manufacture of furniture and fixtures, except primarily of 
metal
Manufacture of structural metal products

Non-ferrous metal basic industries

Manufacture of wearing apparel, except footwear

Iron and steel basic industries

Manufacture of soap and cleaning preparations, perfumes, 
cosmetics and other toilet preparations
Manufacture of synthetic resins, plastic materials and man-
made fibres except glass
Manufacture of pulp, paper and paperboard

Manufacture of fabricated metal products except 
machinery and equipement not elsewhere classified
Printing, publishing and allied industries

Manufacture of paints, varnishes and lacquers

Canning, preserving and processing of fish, crustacea and 
similar foods
Manufacture of plastic products not elsewhere classified

 

Manufacture of synthetic resins, plastic materials and man-
made fibres except glass
Manufacture of structural metal products

Manufacture of pulp, paper and paperboard

Manufacture of paints, varnishes and lacquers

Manufacture of plastic products not elsewhere classified

Manufacture of fabricated metal products except 
machinery and equipement not elsewhere classified
Printing, publishing and allied industries

Manufacture of soap and cleaning preparations, perfumes, 
cosmetics and other toilet preparations
Iron and steel basic industries

Manufacture of food products not elsewhere classified

Fur dessing and dyeing industries

Manufacture of furniture and fixtures, except primarily of 
metal
Agricultural and livestock production

 
Source: WB calculations on WITS/COMTRADE data. 
*All products not exported with the RCA>1 in 2008, dropped those with PRODY<EXPY, dropped minerals & seafood, 

dropped those with the density that is not at least the indicated number of standard deviations above the mean for all non-

exported products, combined into International Standard Industrial Classification (ISIC) revision 2 sectors.  

 

 

Figure A2.3: Unoccupied Products 1σ above Average 

Density, Belarus 2008 Weighted by World Trade 

Figure A2.4: Unoccupied Products 1σ above 

Average Density, Belarus 2008 Weighted by 

Strategic Value 

Manufacture of motor vehicles

Manufacture of wearing apparel, except footwear

Machinery and equipment except electrical not elsewhere 
classified
Iron and steel basic industries

Manufacture of electrical industrial machinery and apparatus

Non-ferrous metal basic industries

Manufacture of furniture and fixtures, except primarily of metal

Manufacture of structural metal products

Manufacture of footwear, except vulcanized or moulded rubber or 
plastic footwear
Manufacture of special industrial machinery and equipment 
except metal and wood working machinery
Manufacture of soap and cleaning preparations, perfumes, 
cosmetics and other toilet preparations
Manufacture of plastic products not elsewhere classified

Manufacture of fabricated metal products except machinery and 
equipement not elsewhere classified
Manufacture of food products not elsewhere classified

Manufacturing industries not elsewhere classified

 

Manufacture of wearing apparel, except footwear

Manufacture of fabricated metal products except machinery and 
equipement not elsewhere classified
Agricultural and livestock production

Manufacture of special industrial machinery and equipment 
except metal and wood working machinery
Manufacture of plastic products not elsewhere classified

Manufacture of pulp, paper and paperboard

Manufacture of agricultural machinery and equipment

Manufacture of electrical industrial machinery and apparatus

Manufacture of soap and cleaning preparations, perfumes, 
cosmetics and other toilet preparations
Printing, publishing and allied industries

Manufacture of motor vehicles

Manufacture of synthetic resins, plastic materials and man-made 
fibres except glass
Iron and steel basic industries

Manufacture of structural metal products

Manufacture of dairy products

 
Source: WB calculations on WITS/COMTRADE data. 
*All products not exported with RCA>1 in 2008, dropped those with PRODY<EXPY, dropped minerals & seafood, 

dropped those with density that is not at least the indicated number of standard deviations above the mean for all non-

exported products, combined into International Standard Industrial Classification (ISIC) revision 2 sectors.  
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Table A2.3: Top ten manufacturing sectors with best combination of proximity, PRODY and strategic 

value.  
ISIC 

code ISIC industry 

HS 

code Product name Leamer group PRODY 

Exports, 

US$ mil 

3843 Manufacture of motor vehicles 8707 

Bodies (including cabs), 

for the mo Machinery 20602 16.325 

3843 Manufacture of motor vehicles 8708 

Parts and accessories of 

the motor  Machinery 21748 314.235 

3220 

Manufacture of wearing apparel, 

except footwear 4110 

Parings and other waste 

of leather  Animal products 15885 0.128 

3220 

Manufacture of wearing apparel, 

except footwear 6104 

Women's or girls' suits, 

ensembles, Labor intensive 19729 12.706 

3220 

Manufacture of wearing apparel, 

except footwear 6107 

Men's or boys' 

underpants, briefs,  Labor intensive 18149 1.072 

3220 

Manufacture of wearing apparel, 

except footwear 6108 

Women's or girls' slips, 

petticoats Labor intensive 19555 15.098 

3220 

Manufacture of wearing apparel, 

except footwear 6110 

Jerseys, pullovers, 

cardigans, wais Labor intensive 25778 14.012 

3220 

Manufacture of wearing apparel, 

except footwear 6204 

Women's or girls' suits, 

ensembles, Labor intensive 20769 64.157 

3710 Iron and steel basic industries 7216 

Angles, shapes and 

sections of iron Capital intensive 40174 1.188 

3710 Iron and steel basic industries 7326 

Other articles of iron or 

steel. Capital intensive 16036 23.666 

3831 

Manufacture of electrical industrial 

machinery and apparatus 8501 

Electric motors and 

generators (exc Machinery 22000 41.124 

3831 

Manufacture of electrical industrial 

machinery and apparatus 8503 

Parts suitable for use 

solely or pr Machinery 23748 2.055 

3720 Non-ferrous metal basic industries 7407 

Copper bars, rods and 

profiles. Raw materials 21363 0.134 

3720 Non-ferrous metal basic industries 7601 Unwrought aluminium. Raw materials 17594 0.331 

3813 

Manufacture of structural metal 

products 7308 

Structures (excluding 

prefabricated Capital intensive 18245 97.458 

3813 

Manufacture of structural metal 

products 7309 

Reservoirs, tanks, vats 

and similar Capital intensive 16551 0.496 

3824 

Manufacture of special industrial 

machinery and equipment except metal 

and wood working machinery 8438 

Machinery, not 

specified or include Machinery 24932 18.667 

3824 

Manufacture of special industrial 

machinery and equipment except metal 

and wood working machinery 8451 

Machinery (other than 

machines of h Machinery 21901 0.015 

3824 

Manufacture of special industrial 

machinery and equipment except metal 

and wood working machinery 8474 

Machinery for sorting, 

screening, s Machinery 21104 29.514 

3523 

Manufacture of soap and cleaning 

preparations, perfumes, cosmetics and 

other toilet preparations 3307 

Pre-shave, shaving or 

after-shave p Chemicals 21622 3.216 

3523 

Manufacture of soap and cleaning 

preparations, perfumes, cosmetics and 

other toilet preparations 3402 

Organic surface-active 

agents (othe Chemicals 18073 5.058 

3560 

Manufacture of plastic products not 

elsewhere classified 3917 

Tubes, pipes and hoses, 

and fitting Labor intensive 16276 9.125 

3560 

Manufacture of plastic products not 

elsewhere classified 3922 

Baths, shower-baths, 

wash-basins, b Labor intensive 18274 1.475 

3560 

Manufacture of plastic products not 

elsewhere classified 3924 

Tableware, 

kitchenware, other 

house Labor intensive 16531 11.216 

3819 

Manufacture of fabricated metal 

products except machinery and 

equipement not elsewhere classified 7320 

Springs and leaves for 

springs, of  Capital intensive 20038 7.676  
Source: WB calculations on WITS/COMTRADE data. 
*Products highlighted belong to ‗low-hanging fruit‘ group. 
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ANNEX A3: TABLES AND FIGURES 

Table A3.1: Shares of exports of some manufacturing goods in total production (by volume) 

  

2000 2005 2006 2007 2008 

  

average 

for 2005-

08 

Metalworking machines           

 
  

share of X in total production, % 77.7 95.8 83.6 86.4 90.5 

 
89 

share of X to RF in total production, % 70.2 84.7 75.9 77.3 82.9 

 
80.2 

Trucks           

 
  

share of X in total production, % 101.3 86.3 85.7 83 71.3 

 
81.6 

share of X to RF in total production, % 89.7 60.6 60.3 60.5 52 

 
58.4 

Tractors           

 
  

share of X in total production, % 75.2 84.3 86.7 94.5 84 

 
87.4 

share of X to RF in total production, % 37.2 28.7 34.3 36.9 41.3 

 
35.3 

Tires           

 
  

share of X in total production, % 66.1 43.2 39.8 47.4 50.6 

 
45.3 

share of X to RF in total production, % 28.6 24.8 22.9 30.5 32.2 

 
27.6 

Woodchip boards           

 
  

share of X in total production, % 49.6 57.2 60.7 58.3 55 

 
57.8 

share of X to RF in total production, % 27 28.2 23.2 20.3 19 

 
22.7 

Wood fibreboards           

 
  

share of X in total production, % 75.4 78.7 88.1 92.5 84.2 

 
85.9 

share of X to RF in total production, % 19.6 34.8 41.2 44.9 48.1 

 
42.3 

Freezers and refrigerators           

 
  

share of X in total production, % 75 86.6 90 89.5 83.8 

 
87.5 

share of X to RF in total production, % 43 66.1 71.9 69.9 64.5 

 
68.1 

Washing machines           

 
  

share of X in total production, % 29.5 1.6 2.4 63 72.1 

 
34.8 

share of X to RF in total production, % 29.5 1.6 1.6 44.3 53 

 
25.1 

TV sets           

 
  

share of X in total production, % 66.4 62.5 40.9 54.7 49.2 

 
51.8 

share of X to RF in total production, % 65.3 46.2 37 52.6 48 

 
45.9 

Shoes           

 
  

share of X in total production, % .. 40.6 39.2 37.1 38.2 

 
38.8 

share of X to RF in total production, % .. 39.1 37.8 35.8 37 

 
37.4 

Carpets           

 
  

share of X in total production, % 54.3 77.7 73.1 76.3 76.7 

 
76 

share of X to RF in total production, % 53.5 63.6 54.9 57.9 67.1 

 
60.9 

Milk and dairy products (in terms of milk 

equivalent)           

 
  

share of X in total production, % 17.5 41.7 45.4 46.1 48 

 
45.3 

share of X to RF in total production, % .. .. .. .. .. 

 

42.6 

                

Source: WB staff calculations on the Belstat data.  
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Table A3.2: Sale structure of industrial enterprises by market in 2008 (as % of the total number of 

respondents) 

  Belarus Russia  Other 

CIS 

countries 

Developed 

countries, incl. 

Europe and 

Baltic states 

Developing 

markets (China, 

Middle East, 

Asia, Africa and 

Latin America) 

1. Have never operated at this 

market 

0.7 7.2 22.4 24.1 60.0 

2. Have terminated operations at this 

market 

0.2 8.0 9.5 8.0 2.0 

3. Insignificant market for the 

enterprise 

4.2 18.7 31.3 34.8 8.0 

4. One of the significant markets  

with the share of sales below 50% 

21.9 37.6 12.7 9.0 2.5 

5. Main market with the share of 

sales about 50% or more 
70.4 18.2 1.2 4.7 0.5 

No response  2.5 10.4 22.9 19.4 27.1 

TOTAL 100 100 100 100 100 

Source: RIME 2008 survey.  

 

Table A3.3:  Competitive advantages of the industry by markets (positive responses as % of total number 

of respondents who operate at this specific market) 
 Quality Price 
   

Belarus   

2002  55.2 44.2 

2004  57.7 55.8 

2006  54.4 45.8 

2008  48.1 48.1 
   

   

Russia and other CIS countries
 

  

2002 48.0 70.0 

2004
1
 56.4 40.1 

2006
1
 50.0 35.7 

2008
1
 55.4 52.2 

   

   

Non-CIS countries   

2002 62.9 37.1 

2004
2
 31.4 41.9 

2006
2
 32.5 39.7 

2008
2
 37.6 54.5 

   

    
Source:  various RIME surveys 

1 
For one of the region‘s market – reported advantage in Russia and/or other CIS countries with a non-

negative response with regard to the second market. 
2 

For one of the region‘s market – reported advantage in Eastern Europe and Baltic States and/or 

Western Europe and other developed countries, and/or developing countries with a non-negative 

responses with regard to the other markets in this group.  
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Table A3.4:  Competitive advantages of industrial products by markets  

(balance of responses as % of total number of respondents who marked the specific market)  
 Belarus Russia Ukraine and other CIS 

countries 

Developed countries, Europe and Baltic 

States 

Developing markets 

    Eastern 

Europe and 

Baltic States 

Western Europe 

and developed 

countries  

  

 2004 2006 2008 2004 2006 2008 2004 2006 2008 2004 2006 2004 2006 2008 2004 2006 2008 

1. Low price level in 

comparison with 

competitors 

34.1 15.1 29.2 7.1 -2.6 25.8 17.5 -9.4 17.0 12.2 13.8 17.9 10.1 33.8 -38.1 -39.0 .0 

2. Higher quality, better 

design and product 

ergonomics 

38.0 32.9 31.4 39.4 28.1 37.8 33.0 34.9 30.9 -5.6 -4.9 -15.4 -24.0 1.3 11.9 -5.8 8.9 

3. Wider variety and/or 

constantly renewable 

assortment 

14.9 28.1 22.4 7.1 2.5 6.5 10.3 4.3 6.7 -18.9 -23.2 -21.8 -37.4 -13.8 -38.1 -40.9 -14.3 

4. Relatively low 

expenditures during 

product use 

18.8 17.2 4.9 22.4 13.1 3.3 26.8 16.5 4.2 8.9 6.4 -5.1 -4.4 -4.4 9.5 -1.9 -7.1 

5. More developed 

marketing and servicing 

network 

-11.1 -3.4 -4.6 -32.4 -36.1 -21.5 -24.7 -32.1 -27.3 -42.2 -46.1 -48.7 -57.6 -34.4 -40.5 -51.5 -33.9 

6. More active advertising, 

participation in exhibitions 

and fairs, web-site 

1.0 3.1 4.4 -11.8 -10.3 -11.6 -11.3 -25.0 -18.2 -34.4 -42.1 -38.5 -47.5 -35.0 -40.5 -48.6 -35.7 

7. Use of more convenient 

payment schemes for 

consumers 

26.0 35.8 16.4 2.9 1.3 2.9 -6.2 -13.7 -14.5 -21.1 -29.7 -17.9 -32.9 -25.0 -28.6 -44.8 -30.4 

8. State order, participation 

in supply programs under 

inter-state agreements 

-26.9 -9.2 -10.4 -42.4 -34.3 -24.7 -43.3 -45.2 -26.1 -51.1 -51.0 -50.0 -53.8 -36.3 -47.6 -62.8 -28.6 

9. Monopolistic position of 

an enterprise at the market 

– – -4.9 – – -32.4 – – -37.0 – – – – -33.8 – – -37.5 

10. Other competitive 

advantages of products  

-3.8 -11.2 -4.9 -4.7 -11.8 -4.4 1.0 -11.8 -3.0 -6.7 -12.3 -5.1 -14.6 -3.1 -4.8 -18.1 -5.4 

Source:  2004, 2006 and 2008 surveys.  
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Table A3.5:  Determinants of enterprise competitiveness compared with competitors from the respective countries 

(balance of responses as % of total number of respondents who operate at the specific market) 

 Belarus Russia Ukraine and other 

CIS countries 

Developed countries, Europe and 

Baltic States 

Developing markets 

    Eastern 

Europe and 

Baltic States 

Western 

Europe and 

developed 

countries 

  

 2004 2006 2008 2004 2006 2008 2004 2006 200

8 

2004 2006 2004 2006 2008 2004 2006 2008 

1. More advanced 

technologies. higher level of 

R&D 

7.7 11.7 17.7 -0.7 -3.9 11.4 22.2 28.1 32.9 -41.9 -36.6 -59.4 -60.3 -32.3 -3.0 -26.0 4.3 

2. More skilled personnel. 

better quality of management 

24.2 26.3 25.4 20.3 17.1 19.4 24.7 33.1 26.4 -35.1 -23.6 -34.4 -42.3 -15.0 6.1 -4.0 12.8 

3. Low costs due to low wages  9.3 -4.2 -0.3 27.3 -2.4 2.5 16.0 -23.2 -6.4 21.6 -5.1 20.3 6.2 14.2 -9.1 -25.0 -17.0 

4. Low prices due to low profit 

margins 

13.2 6.5 13.2 23.1 8.7 8.4 11.1 -9.4 0   

.7 

2.7 3.4 6.3 2.4 4.7 -12.1 -22.0 -25.5 

5. Availability and low prices 

of inputs. materials and spare 

parts * 

-41.8 -26.2 -21.9 -65.0 -51.1 -

34.2 

-50.6 -38.1 -

35.0 

-23.0 -13.5 -25.0 -6.9 -17.3 -24.2 -41.0 -44.7 

6. Low energy prices and 

tariffs  

– – -29.9 – – -

43.0 

– – -

26.4 

– – – – -14.2 – – -34.0 

7. Availability and relatively 

low cost of bank credits 

-31.9 -23.1 -23.4 -42.0 -36.9 -

30.4 

-32.1 -38.6 -

27.9 

-41.9 -29.8 -45.3 -29.2 -34.6 -36.4 -28.0 -34.0 

8. Low tax burden -42.3 -38.6 -29.9 -49.0 -45.1 -

33.8 

-40.7 -40.4 -

35.7 

-41.9 -32.6 -43.8 -31.1 -36.2 -39.4 -39.0 -34.0 

9. Tax privileges. financial and 

other forms of the government 

support 

-28.6 – -17.7 -39.9 – -

23.2 

-30.9 – -

22.1 

-36.5 – -34.4 – -28.3 -30.3 – -21.3 

10. Protection in the form of 

customs duties. quotas and 

other import restriction 

measures 

-31.9 -19.2 -22.2 -42.7 -30.3 -

27.4 

-50.6 -34.8 -

26.4 

-50.0 -35.4 -48.4 -32.3 -35.4 -42.4 -36.0 -31.9 

11. Other determinants  -7.1 -8.1 -4.2 -6.3 -9.0 -5.5 2.5 -6.0 -2.9 -5.4 -6.2 -3.1 -6.8 -3.9 -6.1 -9.0 -6.4 
* Includ ing energy  inputs wi th  regard to  2004 and 2006 surveys  

Source:  2004, 2006 and 2008 surveys.  


