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Market Consciousness and Non-State Economic Activities

Dear readers!

We are glad to present the first 1998 issue of IISEPS informational and analytical bulletin. It reflects the main results of IISEPS' work in the first quarter of this year on the projects «The overcoming of anti-market stereotypes in post-communist Belarus» carried out with support from the Eurasia Foundation and the United States Information Service (USIS) in Belarus and «Building an information infrastructure of the market economy in Belarus» realized with support from the Center for International Private Enterprise (CIPE). The bulletin contains fragments of reports made at IISEPS regional seminar in Vitebsk, analytical materials based on IISEPS opinion polls and content analysis of the press as well as materials presented at the Minsk seminar on developing economic programs of the non-state television. 

As usually, we have tried to obtain unbiased information on social and economic processes in Belarus by inviting experts holding different views to express their opinions. We sincerely hope that the information contained in this bulletin will be useful to your work. 
 IISEPS Board

OUR PRINCIPLES ARE OBJECTIVENESS, OPENNESS AND DIALOGUE 

IISEPS has celebrated its another birthday. Six years have passed since the first non-state analytical center was formed in Belarus in 1992 by a group of people holding the same views. During all these years we have been strictly following the main goal written in IISEPS charter – to promote the formation of free market economy and civil society in Belarus. 

Comments on the work of IISEPS:

Gennady Karpenko, Chairman of the National Executive Committee: 

«For several years IISEPS has been doing the important and useful job of analyzing the social, economic and political situation in the country and promoting principles and values of market economy and democracy. IISEPS regional seminars are interesting, too. However, it would be better if more people representing different groups of our society took part in such seminars». 

Pavel Severinets, Chairman of Molodoy Front, youth division of the Belarusian Popular Front: 

«Thank you for the latest copy of bulletin «IISEPS News». The materials are interesting, indeed. Some of them help to systematize social, economic and political understanding of the situation. I would like to find results of opinion polls conducted among the young in the next issues». 


Market economy and democratic principles of the society are naturally associated with the existence of various economic and social structures, pluralism and an open discussion of all acute problems of the society. In such circumstances the effectiveness, viability and prospects of different structures, institutions, theories and views are proved in a process of civilized competition which is not transformed into destructive social conflicts. 

Naturally, the road to market economy and democracy is not easy. Problems, errors and sometimes impasses are possible and sometimes unavoidable. In such a situation the unbiased social and economic analysis of the processes which take place in the society, timely information on transformations in people's minds, forecasts and evaluation of possible scenarios of development are very important. Such information is necessary to the society as a whole as well to its leaders. Since the establishing of IISEPS, its personnel and experts have considered providing the society with accurate and professional information as their civil and professional duty.

When conducting researches and analyzing various aspects of social, economic and political life of our society we have been trying to be unbiased and have not expressed our political preferences. At the same time, we have never deviated from our main task of promoting the principles and values of democracy and market economy. Our faith in these is based on the scientific understanding of the basic principles of society's development and our own professional experience. 

The availability of our research is a very important factor. Practically all results of our projects are published in mass media (by now, over 750 IISEPS materials have been made public through the press and electronic mass media). Our analytical materials including the quarterly bulletin «IISEPS News» are regularly sent to leaders of the Belarusian society, official and non-state agencies and mass media. We analyze all responses received and use them to improve our work. 

As IISEPS has always understood the importance of a public discussion of the most important social, economic and political issues, it has been paid much attention to the organization of conferences and seminars. In the last years, most of them were organized in the country's regions where the majority of the population live. By now, IISEPS has organized 26 seminars in which over 500 people took part who represented various political parties, public and youth associations, trade unions, business circles, official and non-state structures. As we have tried to organize a free and productive discussion of different economic, political and social issues, we have invited experts holding different, sometimes even conflicting views on the issues in question. IISEPS is strongly convinced that only a free and unbiased discussion can allow the participants to explain their viewpoints and make effective proposals. Unfortunately, not all those who have been invited to IISEPS seminars have used the opportunity to speak out. Lately, the number of state officials participating in our seminars has significantly dropped. However, we are sure that free  discussion between professionals holding different views is not only possible but necessary.

Comments on the work of IISEPS:

Giovanni Ceruti, Italian Ambassador in the Republic of Belarus: 

«Thank you for bulletin «IISEPS News» in English. It is very interesting and touches upon many issues important for our work». 

G. Vasilevich, Chairman of the Constitutional Court of the republic of Belarus: 

«I am very thankful to you for regular sending bulletin «IISEPS News» to us. It is important to our work and helps us to formulate own views on socially important problems even if we do not share the authors' opinions. I wish you success in unbiased and objective analysis of the development of our state and processes of building civil society». 


IISEPS was among the founders of the first national association of independent analytical centers, Belarusian Association of Think Tanks (BATT). This association includes 15 non-state research and analytical centers from Minsk and most regions of Belarus, dozens of professionals in such fields as sociology, political science, economics, law and other humanities. The association's slogan is «Professionalism and civil responsibility». BATT activities are based on the same principles – unbiased analyses, openness to the society and public discussion of all important issues. An example of the association's activities is its first briefing (such events must become traditional) whose main task was the presentation of the association's projects and the stimulation of an open discussion. It should be noted that analytical researches of BATT are available to any interested parties from both state and non-state structures, political parties and public associations, diplomatic representatives and research agencies within Belarus as well as beyond its borders. 

We fully realize that not all people share IISEPS views and will agree with conclusions presented in IISEPS materials. Also, similar to other researches, we can err, but IISEPS is open to criticism and we are ready for an open discussion. But we will not accept ungrounded accusations of the preparation of pro-Western plots, which are beyond common sense. Such accusations have been published recently in Belarusian newspapers. Authors of these publications which look too much like denunciations of the recent Soviet past, as well as those who ordered them, are trying discredit the activities of IISEPS, BATT and some researches. Such materials are only instruments in their struggle for power. 

Unfortunately, the significant potential of the Belarusian independent analytical centers does not have adequate demand in Belarus, while some research centers face pressure from the authorities. However, in all civilized countries such structures are considered as important elements of the civil society. We will mention only our colleagues – the Lithuanian Free Market Institute. This analytical center whose work is based on the principles of economic liberalism not only enjoys true recognition from its colleagues but its work is also used by state structures. As a result, head of the Lithuanian Free Market Institute, Elena Leontjeva, has become senior economic advisor to Lithuania's newly-elected President.

As our countries are different, values are different, too. Still, we believe that our work has not been in vain. Those who prefer to use unbiased data and scientific analysis rather than emotions and vague concepts, need us. Your responses, proposals and observations prove that! 

By Dr. Igor Pelipas, Deputy Director of IISEPS
IISEPS REGIONAL SEMINAR IN VITEBSK 

Within the framework of the project «The overcoming of anti-market stereotypes in post-Communist Belarus» IISEPS continues to organize regional seminars with the support from the Eurasia Foundation and the United States Information Service (USIS) in Belarus. The third seminar was held in Vitebsk and dealt with the problem of anti-market stereotypes in economic programs and actions of Belarus' major economic and political actors. 

Prof. Gennady Karpenko, Chairman of the National Executive Committee, Dr. Leonid Zaiko, President of the Independent Center of Strategic Initiatives «East-West»; Mr. Valery Orlov from Vitebsk State Technological University, Dr. Valery Dashkevich, Executive Director of Belgazprombank, Dr. Leonid Zlotnikov, senior researcher of IISEPS and economic observer of the newspaper «Belorussky Rynok» made presentations at the seminar. 

The following issues were discussed at the seminar: the main aspects of the official economic policy and its results; anti-market stereotypes in economic programs, pre-election programs and public speeches of main Belarusian politicians and economists; economic stereotypes and economic interests; alternative variants of Belarus' economic development. 

Representatives of different official and non-state agencies, political parties and organizations, trade unions, youth associations, business circles, national and regional media, Eurasia Foundation, US Embassy in Belarus and USIS took part in the seminar. 

Following are the most interesting fragments from the reports presented at IISEPS Vitebsk seminar.

BELARUS' ECONOMIC STRATEGY: ALTERNATIVE APPROACHES 

By Dr. Leonid Zaiko

From 1990 to 1996, practically all newly independent states were largely influenced by negative economic processes caused by system changes (or mutations) of social-economic typology of the society and its groups. Despite the significant differences between the Baltics, Slave states and Centralasian republics, each region was involved in the same process of replacing some past ideas by modern concepts which took place with different speed. All the countries have gone through a crisis stage which was in line with the traditional model of economic cycle: six years of declining followed by a period of stabilization after which a growth should begin. The interesting problem is the trajectory of entering recession and later recovery by «genetically» close countries of Russia, Ukraine and Belarus (figure 1). 
Practically, we are speaking about the synchronization of the economic cycle of the three Slavic states which have similar social and economic typology. However, the processes of reforms in these countries are different in terms of their speed. At the same time, the situation in Russia which is Belarus' and Ukraine's strategic economic partner influences the situation in all three states. An improvement in Russia's economic situation almost automatically improves the whole region's economic performance. 

As for Belarus' development in the last two years, Russian experts are not confident and believe that they have to deal with inaccurate data. The psychological phenomenon of rejecting Belarus' positive results might have to do with their perception of Russia as the leader of all Slavic countries. Some kind of a national economic egotism plays an important part in the relations between the post-Soviet countries. On the other hand, liberal Russian economists and politicians see no advantages in Russia's cooperation with Belarus. They admit that there are political advantages but Russia will receive no economic advantages from cooperation with Belarus. The independence and economic sovereignty have become factors of a political game between different groups of the new bureaucracy and radical nationalists. 

Frankly speaking, the Belarusian economy has enough problems which are not easy to solve. Let's recall the most important of them. The open economy (47% of GDP) has made the country dependent on the economic situation in the region. All attempts of economists, especially of those who are radical nationalists, to propose any economic program have not gone further than ideas of a rapid privatization and liberalization of the economy, obtaining foreign loans and using Belarus' advantageous position in terms of transportation. 
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The most important problem which should be solved by the society is the balance between the economic efficiency and social guarantees for the population. What is more important at early stages of economic and political reforms, competitive and even aggressive market or slow reforms (Keynesian model) based on the idea of a welfare state? 

As for geo-economic factors, Belarus' special position between the East and the West should be used. Both Russia and the West need Belarus as a road for the transportation of goods (70% of Russian exports to Europe go through Belarus.) If Russia is considered as a gigantic «bridge» between the East and the West, Belarus should play a role of «gates» in this economic system. 

Strictly speaking, Belarus would reach the maximum level of economic efficiency if it adopted the economic model of Hong-Kong or Singapore, despite the recent financial trubles in the South-East Asia. Belarus' strategic advantage in the whole region between the Baltic and Black seas would be the maximum «openness» of the country. Entrance without hindrances and lines on the borders, use of all currencies, free sale and purchase of land could work for the whole population. Our proud and independent neighbors were for some time too concerned about their sovereignty and national identity. So, they prohibited non-residents from purchasing land, stopped receiving Russian TV channels, divided the navy and did many other things which they considered absolutely necessary. Many Belarusian politicians of the recent past acted in the same way. Others have been trying to be real «patriots» but chose a diplomatic career for their children, probably because they believe that a person can become a patriot only if he lives very far from his native country. 

Contrary to these approaches, the most effective economy will be at the same time the most open, the most conformist and cosmopolitan economy. This is true about all small open economies including Belarus. However, it is not enough to understand these ideas, they should be implemented. Even traditionally xenophobic Chinese have chosen the opening of the economy as one of the most important goals. 

The economic processes that took place in Belarus in 1997 showed that the economic growth (which was, unexpectedly, twice as much as planned) was achieved on old and outdated equipment while the management and economic characteristics on all levels (state economy, joint stock and private companies) were low. 

The general situation looks rather positive but a number of macroeconomic problems of the last years have not been solved yet. These are: 

1. A lack of a stable currency. The Belarusian ruble remains surrogate money which does not implement the saving function of money. 

2. The policy on the exchange rate of the Belarusian ruble has been ineffective. The events of the mid 1997 cannot be characterized in other way than the inability of the government to pursue a monetary policy. 

3. Inflation was high during the whole year and neither the National Bank nor the government were able to do anything to curb it. There was even an impression that they deliberately supported inflationary tendencies. The economic policy on inflation can be called a failure. In 1996, the inflation rate was 39%, in 1997 it reached 63%. If inflation is not kept within 25 to 28% this year, the living standards of the population will not improve within the next three or four years. Any comparison with Poland or Lithuania will be not in favor of the Belarusian government and the President. 

4. The negative figure of pure exports was among the year's bad results as it was in 1996. Several reasons can be stated among which the most important is the decreased price competitiveness of Belarusian goods. 

5. The stagnation in the agricultural sector is expressed in general results, such as a 4.5% decline of GDP. No positive tendency has been observed with a lack of initiative in the restructuring of the agricultural sector. 

The most negative indicator is the fall in the population actual incomes from $100 at the end of 1995 to $74 in 1997. At the same time the tax pressure worsened. It especially hit those who are willing to work and earn money. The self-employed part of the population who do not wait for assistance from the government was put in a disadvantageous position by the unwise tax rate on annual incomes. This leads to a sharp criticism aimed at the country's leadership. Any tax disadvantages for physical persons can achieve what the opposition, the Belarusian Popular Front and foreign politicians failed to achieve. Those who prepared new tax documents believed that the measures proposed would hit criminals and swindlers. But the attempt to consider millions of Belarusians as criminals or semi-criminals is dangerous and can have grave political consequences. 

A number of measures aimed against the corruption among state officials had little effect. Furthermore, when state officials were prohibited from the publication of articles in the press, new possibilities to hide errors and abuse of power emerged. The attention should be paid to the change in the process of decision-making by state officials. As the example of the Ministry of Agriculture, whose head, Vassily Leonov, has been jailed, shows, they practically refuse to take responsibility or risks. 

The fear of punishment could create real sabotage and imitation of activities. Similar processes take place in business, too. Those private companies that do not have connections with state officials cannot properly function. The anomalous situation is emerging which in part reproduces the Soviet past when there were significant differences between official and non-official life, statistics and politics. The state policies should be based on «the rules of the game». The frightened Belarusian ministers and their deputies are unable to pursue new industrial policies and formulate an economic strategy for the 21st century. 

The worsening of the government's actual capability raises a very important question of how to select a new team of professionals to lead the government. The change of the government is ideologically justified as the country is approaching the new century and it should be led by representatives of the generation which will be the major player in the coming century. The economic problems also require changes in the government. The rapid 10% growth achieved last year due to Keynesian methods is a rather dangerous tendency as it will be hard to reach the same growth in the subsequent years. It is much easier to move up from a 2-3% to a 5-6% annual growth. The necessity of a change in the country's political and economic course emerges. There should be a shift from emergency methods of administration to strategic planning and forecasting. 

The overall economic situation in the country indicates an «investment cul-de-sac» which was most clearly expressed in 1997. 

The situation when inflation stands at 63% per year and the interests on deposits at 45% per year profanes the whole banking system of the country. The population can save their money only in hard currency or other assets such as shares of building societies (if an appropriate system were professionally organized). Banks cannot accumulate the population's savings. Moreover, after the adoption of a decree which says that all funds used for purchases worth of over 500 minimum wages should be declared, all hard currency transactions are considered illegal, although hard currency is the only available method of savings. To solve these economic problems, plain and clear methods are needed. Funds used for the purchase of houses and apartments should be declared only if the price exceeds $50,000 or criminal money is involved. This is a special problem but it can be solved by competent economic experts. 

The world economic practice indicates that the proportion of the re-invested funds savings in GDP largely determines the dynamics and speed of economic development and growth. According to Jeffery Sax, eight countries of the world (Chile, Hong-Kong, South-Korea, Malaysia, Mauritius, Singapore, Taiwan and Thailand) report an annual growth of over 5% thanks to the low proportion of state expenditures which stand in these countries at about 30% compared to 40% in Western Europe and 50% in Central Europe. Non-investment state expenditures waste GDP and prevent the accumulation of savings for re-investment. 
The attention should be also paid to the differences in the re-investment rate in different regions of the world. The general situation is presented on figure 2. 


Table 1



Incomes of different professional groups






January-November 1997, thousands of rubles
November 1997, thousands 
of rubles
January-

November 1997 

as percentage 

to January-

 November 1996
November 1997 as percentage 

to November 1996
November 1997 as percentage 

to October 1997



– All employees
2170.3
2743.5
185.3
2.1 times
99.8



– all urban employees
2328.3
2941.9
185.8
2.1 times
99.7



– manufacturing industry
2638.2
3338.9
196.6
2.2 times
98.2



– agriculture
1239.3
1563.2
173.5
2 times
98.8



– forestry
1930.0
2421.0
186.3
2.1 times
99.1



– transport
2546.4
3163.6
173.0
187.1
93.0



– communications
2229.1
2813.6
171.1
179.9
99.3



– construction
2859.5
3785.6
192.7
â 2.1 times
98.8



– trade and public catering
1889.3
2392.1
176.0
179.8
103.5



– healthcare
1862.4
2162.8
171.6
194.3
102.2



– social work
1212.9
1402.0
183.8
2 times
102.2



– education
1770.4
2267.1
180.6
2.3 times
110.0



– culture
1527.8
1836.3
175.6
2 times
102.9



– art
1521.3
1774.4
185.2
190.1
100.5



– science and research
2474.0
3232.4
188.1
2.1 times
100.9


As the figure 2 shows, the worse characteristics are typical of transitional economies of Central Europe. Of course, the re-investment rates are different for stationary and transitional economies. In economies where high living standards have been achieved, incomes are high, the proportion of re-invested funds in GDP can be higher. But this is not imperative. The world practice shows (W.Rostow wrote about that in his works on stages of economic growth) that an increase of the proportion of savings is characteristic of nations which chose industrial way of development. An example of that is the industrialization in the USSR conducted by Stalin in the 1930s when the proportion of re-invested funds in GDP was very high. Only when the industrialization stage was over, Soviet economists agreed that 75% of GDP should be consumed and the remaining 25% re-invested. 
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The «investment cul-de-sac» in Belarus can also be explained by the fact that no foreign investment is likely in the nearest future except for that of criminal money. So, the question is in: how the government is planning to win the population's confidence to use their savings, including savings in hard currency? All existing obstacles to opening private shops, companies and warehouses, such as land restrictions and red tape should be lifted. Otherwise people will not be interested in opening their own businesses at all. The fact that parliament members own restaurants in Minsk is not as bad. Much worse would be if they didn't allow other people to do that. 

The «investment cul-de-sac» is also reflected by the state's extending loans to housing construction at extremely low interest. Despite all good intentions, such loans are bad for the economy. A shift to non-subsidized housing construction should be made. In Russia, they have already understood that and Vice Premier Boris Nemtsov has the right to call himself a reformer and a person who will help Russians build their own apartments and houses. This is Russian politics oriented at the 21st century. 

What is the best way to solve Belarus' economic problems? Several basic questions should be answered: (1) Are we planning to use market economy? (2) Will land be handed over to people or administered by bureaucrats? (3) How will privatization continue and where will the population be able to invest their vouchers? (4) What the future of the manufacturing industry and investment in it will be? (5) Will the pension system be changed? These questions should receive clear answers. Without solving these problems no economic progress can be achieved. On the other hand, the population should have the right to choose a strategy of the country's economic development. 

The following recommendations on how to achieve economic progress are based on a set of methods that are equally effective for both neoliberal and Keynesian economic models. 

First, reliable monetary policy should be pursued, including positive interest rates, realistic exchange rate and the creation of incentives for savings. 

Second, foreign economic activities aimed at finding markets for Belarusian goods in both neighboring and remote regions and credit support of exports should be stepped up. 

Third, a new industrial policy oriented at reforms in the production sector should be adopted which would change the present trends in different industries. 

Fourth, individual economic activities of the population should be supported, especially those which create jobs. People who want to work and earn money should not be suppressed, otherwise they will just leave the country. 

All political and economic forces interested in a new economic environment in Belarus should promote their ideology through mass media. The government bureaucrats are frightened and unable to explain what the government will do this year or next year. They are cowardly, enjoy no confidence and lack initiative. The general social attitude will change in Belarus anyway, even if the authorities do not want it. Examples of the neighboring countries will matter, too. The USSR was largely demised by the examples of the developed European countries. No one will be able to withstand social trends even if steps aimed at hiding information are taken. 

While determining the new economic policy in general, problems of focused social policy are extremely important (Belarus has the lowest average wage in the whole region of Eastern Europe, except for Bulgaria and Moldova.) There should be a stimulating income policy, directed social assistance, programs aimed at fighting poverty and job creation should be adopted. The current social situation is bad. In November 1997, similar to the previous years, the lowest wages were paid in social security (1,402,000 Belarusian rubles), agriculture (1,563,200), culture (1,836,300) and art (1,774,400.) These figures are 1.5 to 2 times lower than the average wage in the country. Unfortunately, the branches which are valuable not only in the present situation but also important for the future, lag behind in terms of wages. 

On the other hand, due to the existing mechanisms of the re-distribution of value and value added in different industries, the highest wages were earned by those involved in the pipe-line transportation (similar to the conditions under which the Russian Gazprom functions). In November 1997, their average wage stood at 6,068,300 Belarusian rubles. The customs employees had the average wage of 6,523,200 Belarusian rubles and were responsible for one third of the state budget's incomes in tax and excise payments. Despite the pride with which these figures are reported, it is the Belarusian population who have to pay off the tax and excise duties subtracted. Those involved in the banking sector feel pretty comfortable, too. Their average wage stood in the given period at 5,312,600 Belarusian rubles, that of lower state officials at 5,887,000 which is 1.9 to 2.4 higher than the average wage in the country. More detailed information is presented in table 1. 

Unlike Russia, Belarus does not have developed mechanisms of financial manipulations which results in back wages. On December 24, 1997, the total back wages stood at 662.1 billion Belarusian rubles or 8.5% of the total wages which should be paid in November 1997. 75% of these back wages fall on November 1997 while the remaining 25% on the whole period of January to October 1997. 

The last important note is that the whole process of economic development should be based on monitoring and prompt reaction to negative situations which would make all attempts aimed at the development of the economy, more effective. 

THE GROWTH WHICH LEADS TO A COLLAPSE
By Prof. Gennady Karpenko

The old method of the evaluation of the economy's efficiency based on gross characteristics, which has been adopted by the Belarusian authorities practically eliminates the possibility of a dialog with the government on the real economic situation in the country. Gross performance has become practically the only valid statistical indicator which is strictly imposed on both state-owned and non-state enterprises. The reported production growth allows the present authorities to say that the economy is close to a stabilization on both micro- and macro-levels. Indeed, the figures may be impressive to those who do not know about economics. But even the superficial analysis of these figures raises questions about the economic future of our country and our generation. Let's try to understand the statistical data and the real situation in the Belarusian economy and in the living standards of the population. 

First, let's consider the situation in the manufacturing industry. The statistics reported a 10% growth in 1997 compared to the previous year. We can agree that some production growth actually took place in 1997. But it was achieved by means of providing money for loss-making enterprises producing non-competitive goods which leads to higher inflation and, consequently, to the population's shrinking living standards. In 1997 inflation stood at 63.4% against 27% as it was planned by the Basic Directions of Social and Economic Development of the Republic of Belarus for 1997. It can be said for sure that the living standards of the population significantly lowered last year. In 1997, the growth wages was behind that of prices by 4 to 6% each month. 

In the last four year, a confused approach to the choice of a model of economic development and its practical implementation has been characteristic of Belarus. Let's recall what was done in the Belarusian economy starting from 1994. The prices were made free, then set back, private business was first supported than suppressed, the dollar exchange rate was set free, than administratively controlled and finally freed again, tax privileges were announced, then tax pressure increased again. Such an inconsistent economic policy cannot guarantee stability at either macro- or micro-levels. 

The obsolete equipment is not replaced, no new technologies are developed, there are no new markets for Belarusian goods. Foreign investment in the economy has stopped. The foreign direct investment stands at $3.8 per person while Belarus needs at least $3 billion for its economic development. Credit lines extended to Belarus have been closed while earlier debts stand at $900 million. In terms of development of its financial market Belarus occupies the 154th position among 170 countries of the world. Only exports to Russia grow as these consist mostly of barter supplies in exchange for Russian energy. However, Russia is planning to lower the proportion of barter transactions with CIS countries and increase cooperation with European countries. In 1997, Russia stepped down trade with CIS countries while its exchange of goods with European countries increased 5%. In 1998, Russia intends to decrease the proportion of barter transactions with Belarus from 80% to 30% transforming them into cash transactions. If that comes true, Belarus will face serious problems concerning settlements and finding markets for its goods. In 1997, the negative balance of Belarus' foreign trade reached $1.5 billion. As for the reported growth in production and exports of goods, these are explained by the economic recovery in Russia which provided markets for Belarusian goods. The Belarusian manufacturing industry is still in deep crisis which will worsen due to the obsolete equipment and deterioration of fixed assets. 

In 1997, the volume of money in Belarus continued to grow and increased from 20.7 trillion to 42 trillion Belarusian rubles, or more than twice. This resulted in a 1.9 times growth of prices. In 1998, the policy of supplying the economy with «empty» money continues. The planned increase of money in circulation is 33%. However, this figure is likely to be exceeded. Only the agricultural sector has requested about 2 trillion Belarusian rubles which were not included in the state budget. 

The very first month of the year showed that the government's initiatives aimed at curbing inflation are unrealistic. In January, inflation was almost twice as much as the planned 2%. But it should be noted that the exchange rate of the US dollar against the Belarusian ruble increased in this period by 11%. 

While the production increases, the volumes of non-sold goods increase, too. The stored goods worth $570 million which corresponds to over 10% of a six month's GDP. This is a typical example of problems in the manufacturing industry. The structure of production is determined by the government's arbitrary decisions rather than market factors. The industrial and agricultural policy is based on such elements of the «market socialism» as state plans, state orders, state resources and state money. 

A deep analysis of the performance of the Belarusian agriculture in 1997 has been made by Mr. Nikitchenko, head of the agricultural division of the National Executive Committee. Even the official statistics had to admit many cases of exaggeration of actual agricultural performance and state that GDP in the agricultural sector shrank 5.5% in 1997. 

While the Belarusian authorities criticize the agricultural policy of Lithuania which President Lukashenko often refers to as a failure, the Belarusian Ministry of Agriculture still has to study the experience of Lithuania where the private sector satisfies the country's food needs and is ready to supply food to Belarus. 

Belarusian «economic successes» have a negative impact on the living standards of the population. In 1997, the mortality rate increased 40% compared to 1996. The life expectancy of Belarusian men stood at 53 and the proportion of healthy children does not exceed 3%. 80% of children live in families whose incomes are below the subsistence minimum. The average wage has fallen to $68 which is extremely low compared to the average wages in the neighboring countries – $250 in Lithuania, $350 in Poland, $150 in Russia. In most Belarusian collective farms the average wage does not exceed $30. The back wages have reached 663 billion rubles of which 80% falls on collective farms. 

The National Executive Committee has named the precise reasons of the reported production growth in 1997. They are: 

· easy access of state-run enterprises to cheap privileged loans and the possibility to convert Belarusian rubles in dollars at a low exchange rate at the Interbank Exchange; 

· tax and customs privileges as well as privileges concerning payments to the state budget granted to state-run companies; 

· the increased proportion of barter transaction between Russia and Belarus when Belarusian goods are supplied to Russia in exchange for energy supplies; 

· the increase of output due to free supplies of raw materials by the state (first of all to chemical and light industry enterprises); 

· the increased proportion of barter and other non-money exchanges; 

· the methodology of GDP calculation. This concerns, for the most part, housing construction. GDP includes only finished goods. 

ANTI-MARKET STEREOTYPES AND NATIONAL ECONOMIC INTERESTS 
By Dr. Valery Dashkevich

1. The peculiarity of the Belarusian economic mentality

Answering to questions of an opinion poll conducted by IISEPS in November-December 1997, 32.8% of the pollsters said that they would prefer market economy with little participation of the state, 36.9% would prefer market economy with significant participation of the state and 25.7% preferred planned economy. These results can be interpreted in different ways. On one hand, 69.7% (32.8+36.9) prefer market economy. On the other hand, 62.6% (36.9+25.7) do not see the economy without significant presence of the state in it. Responding to the question «In what type of an enterprise would you prefer to work?», 53.5% of the pollsters said that they would choose a state-run enterprise and only 35.7% would prefer to work in an non-state enterprise. 83.9% of the pollsters would prefer «a wide range of goods at free-set prices» and 12.2% agreed to constant shortages and narrow choice of goods at fixed prices. 

The responses to these three questions clearly demonstrate the most significant problem of the economic consciousness of Belarusians. They do not understand the logical link between the type of economy, form of their participation in it and their living standards. The pollsters cannot be clearly divided into strong supporters of market values (the logical chain: market economy with little state participation – non-state enterprise – a wide choice of goods of good quality at free-set prices) and supporters of the socialization of the economy (planned economy – a state-run enterprise – constant shortages and narrow choice of goods at fixed prices). It is characteristic that only 32.8% of the respondents prefer market economy with little involvement of the state while 83.9% prefer a wide choice of goods at free-set prices. 

The obvious misunderstanding of the deep differences between market and planned economy, the failure to realize the role of the state in an economy and link these two factors with the satisfaction of individual economic interests are characteristic of most Belarusian citizens and should be taken into account by economic ideologists. Furthermore, this type of misunderstanding has historic reasons and is deeply rooted in the present realities. The Belarusians have been forced to adopt the ideas of «a strong state and a strong personality in charge». The suggested liberal values have been too far from the realities faced by most Belarusians. In addition, Belarusians lack healthy individualism which is a momentum for entrepreneurship and business. 

The collapse of the USSR and the consequent loss of the basic economic theory which at least formally expressed the national economic mentality had a very negative impact on most newly independent states which did not have clear-cut national interests. For the Central-European countries this process was not so painful as they had to reconsider only the basic economic theory without reconsidering the basic national interests. 

The newly independent states faced two tasks. First, they had to define a model of their development corresponding with their national economic interests. Second, they had to establish a way of integration in the world economy which would not contradict their national economic mentality.

The recent history has generally answered these questions and divided all states in four groups by type of their economic mentality. 

The first group includes economically strong nations with weak national traditions in which economic thinking is based on individualism and ideas of free market. Usually this group of countries which includes, first of all, the USA, Canada and Australia, have sizable domestic markets and use economic liberalism as a basis for entering foreign markets which is fully in line with their national interests. 

The second group is made up by economically strong states with deep national traditions which allows them to combine market individualism with elements of socialization. This group consists of such countries as Japan, South Korea, Western-European countries and some others. 

The third group includes economically weak or weakened states with deep national traditions and sizable domestic markets which lack either clear-cut economic interests or instruments for the realization of their economic interests. Usually, these countries face big political troubles and their economic development is chaotic. Examples are Russia, India, bigger countries of Latin America, in some degree – China, Turkey and some Arab countries. 

The fourth group consists of countries with underdeveloped national traditions and weak economies. They almost totally lack national economic thinking which is compensated for by a mixture of foreign economic ideas. Such a situation helps to satisfy interests of some groups of the population, usually those at power. This group includes most countries of Africa and Latin America. Belarus has many characteristics typical of this group. 

Due to historic reasons, in the last four centuries, the territory populated by native Belarusians have been many times conquered by its more powerful neighbors who, consciously or not, imposed foreign (Russian or Polish) economic ideas on Belarusians, which prevented the latter from the formulation of national interests and activities aimed at the realization of these interests. 

The consequences of this have been fully manifested since Belarus became independent in late 1991. The local political and economic elite felt similar to a little child who learns to walk and has suddenly lost the arm of the adult who was supporting him. They had to answer the following questions. What reforms should be conducted and in what way? What is inflation and how should it be fought? What should be done to support the process of reproduction? Who will help and what will be the size of this help? What should the role of the state be in the process of economic reforms? 

It should be admitted that the leadership of the country including the majority of members of the Supreme Council and the government of the early 1990s were totally unprepared to solve these problems. So, they chose the traditional way of action. They looked upon Russia, imitated its reforms and hoped (quite legitimately) for assistance in exchange for absolute loyalty. Furthermore, in the background of an extremely bad social situation in Russia the Belarusian conservative leadership was able to replace real reforms by pro-market rhetoric. Such a situation naturally could not help develop the national economic mentality which remained close to that of Russian provinces. 

It is clear that the overcoming of the suppressed national thinking, the formation of national interests and the consolidation of the majority of the population around these interests could not be achieved within a short historic period. But the economic situation cannot wait. So, the economic model of the future should be chosen now. There are three possible ways of development. 

The first way is the rapid integration in regional economic structures with the preservation of a balance between the national economic interests and the internationalization of national markets so that they could reach the level of development of the Western European markets. Such markets could be created within the framework of the union between Russia and Belarus or the customs union between Russia, Belarus, Kazakhstan and Kyrgyzstan provided they help the development of national interests which is unlikely as the leader of these unions, Russia, tries to act as a superpower without having any economic reasons for that. So, its economic interests will always be in conflict with those of its smaller partners. 

The second possible way of Belarus' development is the creation of an open economy in the economically weakened country. It can be called a liberal model. This variant is promising as it would bring about a rapid economic recovery due to a transformation of the economy into a supplier of raw materials and a market for transnational corporations. This scenario, however, could lead to the deterioration of the national economic mentality and destroy the nation itself. 

The third model is the gradual independent integration in the world economy with the preservation of Belarus' national identity. In this scenario the integration is used for the development of national economic mentality and the realization of national economic interests. This process is slow. It should include non-participation in political blocs and the democratization of the country's economic life. 

The last years' practice has showed that the present Belarusian authorities tend to adhere to the first variant of the development. However, this way of economic cooperation stipulates the preservation of the Russian economic ideas of the beginning of this century which are foreign to Belarusians. 

2. Social-economic programs of the Belarusian government as the reflection of the state-communal economic mentality 

The state-communal economic mentality can be defined as a set of values of the majority of a nation's population in which individual economic interests are subjected to those of the state and individuals depend on the state bureaucratic machine which imposes on them such forms of participation in the economy which do not accept individual freedom. 

In the real life this type of economic mentality is reflected by most economic subjects' adoption of the following basic principles of the state control over the economy: 

· a confiscating fiscal system which can set tax rates for physical persons and individuals so that they have to pay as taxes half of their annual income exceeding $3,500;

· non-tax confiscation of funds through credit emission by the National Bank which causes uncompensated inflation or through the compulsory selling of part of an enterprise hard currency revenues at a special low exchange rate;

· no independent control over the use of budget funds; 

· strict regulations on the registering of private companies; 

· the authorities' right to liquidate companies without a court procedure and to change an enterprise's type of ownership; 

· non-market distribution system of material, financial and labor resources among industries and companies by official agencies; 

· administrative regulation of incomes and prices which leads to egalitarianism. 

The main factors which contributed to the formation of this type of national economic mentality were, first of all, the heritage of the totalitarian Socialist regime which suppressed basic civil freedoms, the poverty of the population and the failure of the economic reforms of the early 1990s in social terms on the whole territory of the former USSR. 

It should be noted that the present Belarusian authorities and, first of all, the President, have fully understood these characteristics of the population's economic mentality and proposed economic programs which are consistent with them. 

Except for the anti-crisis program drafted in late 1994 which was based on reform ideas, all subsequent programs reflected the dominant state-communal economic mentality of the population. In all these programs «equity and collectivism» are opposed to individual entrepreneurship, «import substitution» to integration in the world economy, «mobilization of internal investment resources» to the attraction of foreign investment, «the increasing size of taxes collected» to the increase of tax-payers' number, «the increase of wage's proportion in the population's incomes» to obtaining incomes from business activities (the quotes are taken from the Program of Belarus' Social and Economic Development for the Period from 1996 to 2000). The use of market terms in the program does not change its basic concepts: the priority of the state's interests over individual interests and the preservation of individuals' status as hired labor force whose welfare depends entirely on the economic situation of the state and its budget. So, the authorities impose on the population values of «a community controlled by the state» where all are equal and any person who tries to leave this vicious circle risks to become an outcast and be labeled as a «dirty businessman and banker». The values of this community are discipline, order, high performance with minimum remuneration, the subordination to the immediate chief who, in turn, is responsible to his chief, faith in the leader, etc. 

In addition to the bad experience of the first years of market reforms, some internal social and economic factors contributed to the formation of Belarusians' economic mentality. Above all, the increase of the state's interference in the economy and the slowing down of the market reforms had a short-lived positive impact. The most difficult and «dirtiest» work for the liberalization of prices and curbing inflation had been done by the previous, more democratic government. It had to implement all tasks concerning the «peaceful divorce» within the former USSR, the formation of the national monetary system and the organization of payments with the biggest economic partners, Russia and Ukraine. 

The fact that the crisis in Russia's economy practically stopped in 1996 and the next year a small growth was reported, was also important. In this economic situation the increase of the state control over the production and distribution of goods coupled with such exotic type of the stimulation of the economy as the National Bank's credit emission and the increased proportion of barter transactions resulted in some growth in the Belarusian GDP. 

In 1997, the official statistics reported a 10% growth in GDP, a 16% growth in the output of the manufacturing industry and a 4.6% increase of the population's actual incomes. The revenues from the sales of goods gained 22%, the profitability – 0.8%. The number of loss-making enterprises decreased from 19.1% at the end of 1996 to 15.7%. The creditor and debtor indebtedness increased in 1997 by 58.5% and 53.4%, respectively, which is not much given the increase of consumer prices by 63.1% and wholesale prices by 90.1%. 

Some growth was reported in the investment: 19.5%  compared  to the  previous  year,  although the most significant growth was in the non-production sector – 31%. 

The deficit of the 1997 budget amounted to 7.3 trillion Belarusian rubles or 2.1% of GDP which was one of the lowest figures among the CIS countries. 

In 1997, actual wages of the population grew by 14.5%, pensions by 9%. The increase of the population's savings in banks was 78.1%. The unemployment went down during 1997, too. 

The slowing down of the living standards' worsening in 1996 and 1997 coupled with some economic growth in the period of the increased state interference in the economy were conducive to the development of anti-market stereotypes in the national economic mentality. State-run mass media and state officials in their speeches have increasingly opposed seemingly successful economic measures of the state to some negative elements of market economy. 

In the speeches of the President and Prime Minister at a meeting of the Council of Ministers on January 26, 1998, which was devoted to the performance of the Belarusian economy in 1997 and plans for 1998, the term «market economy» was never mentioned. But the phrase «discipline and order» was repeated quite often. Judging by the published speeches of the two leaders of the state, the economic policy of the government in the near future will be based entirely on non-market instruments. These will be used to increase efficiency of production, decrease energy consumption and prevent the growth of production costs, maintain the exchange rate of the Belarusian ruble, decrease the proportion of barter transaction in foreign trade, increase the efficiency of the agriculture, improve the negative trade balance, attract hard currency resources to the country and provide social protection for the population. 

This means that the senior officials have over-evaluated the economic role of the state. The economic growth of 1997 has no long-lasting basis and was accompanied by several negative characteristics. 

First, after several relatively successful years, inflation grew almost 1.5 times higher in 1997. The increase of prices was 63.1% compared to 39.3% in 1996. The wholesale prices grew 1.17 times faster than consumer prices which created an additional inflation potential in the economy. Due to inflation, the devaluation of the population's savings and enterprises' funds reached 13.7 trillion Belarusian rubles (47.1% of their average during the year.) For cash these figures are 3.9 trillion Belarusian rubles (43%), for call deposits – 6.9 trillion Belarusian rubles (50%), for fixed deposits – 2.9 trillion Belarusian rubles (47.4%). Given the interest paid, the actual devaluation of funds stood at 10 trillion Belarusian rubles (34.6%) of which 3.1 trillion rubles (31%) were the population's funds. 

The devaluation of the Belarusian currency almost 1.2 times exceeded the credit emission of the National Bank which corresponds to 43% of the investment by enterprises and the population (loans extended by the National Bank are not counted). 

The devaluation of the Belarusian ruble in 1997 was 3.8 times as much as the increase of the population's fixed deposits in Belarusian rubles and was equal to 80% of the National Bank's loans for housing construction. It was 1.4 times as much as the National Bank's investment in the economy. 

The gross devaluation of the enterprises' funds in 1997 stood at 7.7 trillion Belarusian rubles which is equal to 27% of their re-investment in the equity capital or 12.8% of the balance profits. 

The preliminary analysis of the inflation factors shows that the increase in Belarusian ruble prices for imported raw materials, parts and equipment had the biggest impact on the overall growth in prices (it accounts for about 48% of the increase in prices). It should be noted that import prices in Belarusian rubles were influenced by both the growth in dollar prices and the forced devaluation of the Belarusian ruble. 

Another two factors contributing to the inflation in 1997 were tax pressure and the growth in wages. They account for 21% and 15% of the growth in prices, respectively. At the same time, the improvement in goods supplies positively influenced the speed of the growth in prices (-17%). 

The increase of the administrative control over price formation was also curbing inflation in 1997. However, the significant increase of cash created a cumulated inflation potential which was estimated at 26% at the end of 1997. 

The use of cash emission for the stimulation of production resulted in that each 1% of GDP growth brought about over 7% of annual inflation which is much more than in the developed countries. 

The 63.1% increase in consumer prices and 90.3% in wholesale prices means that the country's economy is still facing hyperinflation (in accordance with the international financial classification, hyperinflation is reported if an annual growth in prices of over 30% has been registered in a nation in three consecutive years) which hinders the increasing of savings and the inflow of foreign investment. 

The high internal inflation resulted in a decrease of purchasing power of the population as well as that of the enterprises. 

The inflationary taxation aimed at the transfer of the population's savings to the production sector has failed to increase the country's capital despite an increase in the actual investment. 

The hyperinflation contributed to the macro-economic and financial instability in the country and the growing difference in the incomes of the population. 

The second negative factor accompanying the reported GDP growth is that the negative foreign trade balance broadened due to the credit emission by the National Bank and direct administrative pressure coupled with the outdated technology and equipment. According to preliminary data, the turnover of Belarus' foreign trade (exports and imports of goods and services) in the first eleven months of 1997 reached $15,447.7 million and increased 22.1% compared to the same period the last year. Exports gained 19.6%, imports increased by 24.4%. The more rapid growth of imports resulted in the negative foreign trade balance of $ 808.7 million which is almost twice as much as in the relevant period of 1996. The proportion of the foreign trade deficit in GDP gained 2.6% and reached 6%. The turnover of foreign trade in goods only stood in the period in question at $14,281.1 million and gained 23.8% compared to the same period the last year. Exports stood at $6,439.8 million (a 22.5% increase), imports at $7,787.3 million (a 25% increase). The deficit of the foreign trade increased by 38.9% and reached $1,239.5 million, of which $586.2 billion in trade with CIS countries (a 9.3% decrease) and $707.3 million in trade with non-CIS countries (a 2.5 times increase). 

Third, the deficit of the foreign trade balance and the decrease of the proportion of the investment in fixed assets as well as the proportion of foreign investment (4% in 1997 against 7% in 1996 coupled with the acute shortage of hard currency) can bring the fixed assets of Belarusian enterprises to a catastrophic situation in the nearest future. In 1997, according to a general estimate, the deterioration of fixed assets in the manufacturing industry, agriculture and construction (except for non-production construction) exceeded the investment in the fixed assets. 

In the manufacturing industry the investment in the fixed assets was 13% behind the deterioration, in the agriculture – 57.8%, so the investment was not enough to provide for the reproduction of the fixed assets despite the growth in absolute figures. In many enterprises the fixed assets are almost in critical condition. At the beginning of 1997, the deterioration rate in the manufacturing industry stood at 74.8%. The main problem is the outdated technology which is too power-consuming and material-consuming. This results in high production costs and poor competitiveness of Belarusian goods. 

Fourth, another problem is emerging which concerns balancing the state budget. While the nominal budget deficit was low in 1997, the 9.8 trillion Belarusian rubles extended by the National Bank as loans for the financing of social programs (65% of these were used for housing construction) resulted in an additional budget deficit amounting to 2.8% of GDP and total budget deficit of 4.9% of GDP or 15.2% of the budgetary revenues. If the present tendencies persist, this year the actual budget deficit could reach 6 to 7% of GDP which would be destructive for the financial system as well as for the economy as a whole. 

The persistence of the above negative tendencies could lead to a change in the population's economic thinking. Then the authorities who are mostly supported by the less educated part of the population and promote state-communal ideas while the national economic interests are not clearly defined, could find themselves in an uncomfortable position. It would be a dangerous situation for the authorities, if they continued to insist on the necessity of controlling the economy by the state while preventing the Belarusian population from formulating their own economic interests in the background of the improving living standards of the closest neighbors, Russia, Ukraine and the Baltic states. At the same time, it would be equally dangerous for the authorities if they refused the idea of the economy based on the state ownership, as the growing number of private businessmen would unavoidably lead to the democratization of the society and the development of market individualism which is not compatible with the communal principles of the distribution of material wealth. 

Some signs of the above-mentioned changes in the Belarusian economic mentality can be found in the results of the cited opinion poll. Despite the fact that about 56% of the pollsters considered their financial status as below the average, 45.5% prefer private ownership and 46.2% would not object against free-set or partially controlled prices. About 51% of the Belarusian population are prepared for free selling and buying of land with or without restrictions. These data indicate a growing difference in views of the country's social and economic system between the authorities and the population. Chances are that theses differences will continue. 

3. The prospects of market liberalism in Belarus 

Economic liberalism which in practice means the dominance of market economy with its main characteristics such as the equality of different types of ownership, minimal state interference in the economy, market price-formation, dependence of incomes on practical activities, moderate taxation and equality before the law, is totally contradictory to the present economic realities in Belarus. So, criticism of economic liberalism is a natural instrument of those who support the state control over the economy as their main task is to impose anti-market stereotypes on the Belarusian population. To this end, real problems which have nothing to do with free market economy, are cited. They are: 

· the rapid division of the society by incomes and the growing number of the poor;

· the emergence of a large group of non-working population who are able to work;

· the sharp decline of social guarantees;

· the corruption among the state bureaucracy;

· the growth in the number of economic crimes, etc. 

The imposing of anti-market stereotypes on the population is made easier by a lack of national economic interests which would consolidate the majority of Belarusians. However, the formulation of national economic interests can be possible only if there is a developed national economic mentality (the supporters of the economy controlled by the state must be intuitively understand that, so they are very hostile towards the national history and language of the Belarusian population). On the other hand, the very attempt to formulate national economic interests is an element of the development of the national economic mentality. Furthermore, given the long time needed for its development, a plain discussion of Belarusians' national economic interests would result in tackling the problem of the country's economic system, if a substantial number of people participated in the discussion. And practical conclusions would be against the supporters of the state-run economy. (it should be noted that both «liberals» and the supporters of the state control of the economy use the term «state regulation of the economy». The former, however, understand it as the formation of rules in accordance with which to play in the economy while the latter consider it as the direct control over enterprises' activities including state ownership). 

If any economic interest is considered as an incentive to action, then economic interests of the nation, or national economic interests, will deal with the satisfaction of needs and the realization of the potential of the whole population. As Belarus is situated in the center of Europe and the borders are open, it will be very hard to impose on the Belarusian population economic stereotypes typical of North Korea or Iraq. Even the Russian economic model of a free-criminal market with an obvious orientation at the regions, is unlikely to be an example to imitate. 

The discussion of the economic national priorities could reach a conclusion that the present economic system contradicts Belarus' national interests and, consequently, cannot survive. Equally, political forces that insist on the preservation of it are doomed to a defeat. In a sense, the present authorities are hostages to the present economic model as any attempt to change it will undermine the social support of the population and the preservation of it will inevitably lead to economic bankruptcy. 

For Belarus as a small country situated in a geopolitical crossroads between South and North, East and West, most profitable industries to develop would be those connected with intermediary activities in finance and trade, modern production infrastructure such as transport and communication, services, non-power-consuming precise instrument making oriented at the above industries and environmental-friendly agriculture which would not only satisfy the population's needs but also be an export industry. But such economic system requires substantial investment and cannot be created within the framework of a state-run economy as foreign investment will not come in. So, the modernizing of the economic system is possible only in a free market economy: if the ideology of economic liberalism is introduced. 

Unfortunately, if a state-communal economy can be built by force, a liberal market economy can be based on positive experience only. As Belarus lacks opportunities for obtaining such experience, the only option left is to hope for economic successes of neighboring states which could become an example for Belarus, especially in the South, in the West and in the North, where market liberal trends are better expressed. Another thing that can be done is to increase the number of supporters of liberal economy among the Belarusian population by helping them to understand their national economic interests. 

THE CHOICE IS YET TO BE MADE 
By Dr. Leonid Zlotnikov

Some believe that the model of the «socially-oriented market economy». However, this term makes no sense. First, any economy is «socially oriented». Second, any economy is oriented at meeting needs of certain social groups. In addition, an economy can be based on market principles being at the same time «socially oriented». What actually is going on in Belarus is a fight between different groups of the population for an economic model which would most fully satisfy their needs. This fight is likely to become more acute as last year's economic growth was achieved without substantial basis and a further worsening of the population's living standards is possible. This report attempts to define possible ways of Belarus' development and interests of different groups of the population behind each model. 

1. The ochlocratic model 

Let's first discuss what economic model the President and his entourage are trying to use. It looks like a German model of the 1930s and 1940s: different kinds of ownership are used, prices as well as financial flows, goods exchange and labor relations are strictly controlled by the state «for the sake of ordinary citizens». The Socialist model of the Soviet period would be impossible to implement as Belarus is a small economy dependent on the external world and it is extremely hard to organize a centralized planning in this situation. 

The President's team has not yet clearly said what type of economic model will be implemented in Belarus. They only say that they are looking for a new model which would combine the best qualities of both planned economy and market economy (which in practice would be equally unrealistic as walking to the South and to the North at the same time). However, the general historic principles and the values of those at power allow to say what kind of economic model these people would prefer to implement. 

First, let's pay attention to some peculiarities of the development of the post-Soviet countries. The growth of democracy which took place in the first year's of Gorbachev's Perestroyka gave the population an opportunity to choose a person they preferred as a President. When the time came to elect a President in Belarus, ordinary people felt that they had been deprived by the division of state property. The prices were increasing while their living standards were shrinking. The population was disappointed with the democratic reforms which caused turmoil in the society and people wanted «a strong person» who could punish the corrupted officials and restore social justice (similar moods are typical of Russia today). 

Famous researchers of fascism, A.Galkin wrote: «People choose authoritarianism when they are disappointed, confused and desperate». In such a situation a leader's charisma can play a very important role as it appeals to people's instincts while logical principles do not work any more. The harder living conditions are, the greater is people's love for their authoritarian leader, such as Saddam Hussein, Fidel Castro or Kim Ir Sen. Sociologists say that the lower income and education people have and the further they live from the capital, the bigger supporters of the President they are. One of the main instruments to support Lukashenko's popularity is his appeal to the population's instincts. Prior to the November Referendum of 1996, the state-run newspaper «Narodnaya Gazeta» wrote: «Economic recovery always depends on a strong personality who has all power and all responsibility». 

To preserve his charismatic ties with the population, the President has to learn their desires and needs, address them in his speeches and try to satisfy them. Sociologists say that the ties between the President and ordinary people are largely based on populism and Lukashenko's constant underscoring his will to conduct reforms for the sake of the ordinary population. 

The political system based on charismatic ties between the masses and the President who is mostly supported by poor and less educated groups of the population who largely depend on receiving wages and pensions from the state, imposes some restrictions on the President's behavior, too. First, the economic model proposed by the President should meet the needs of the lower groups of the population whose mentality is often expressed by phrases: «my neighbor should not have better living standards than me, especially if he reaches them by re-sale of goods rather than hard work» or «my chief should not earn much more money than me». 

Academician T. Zaslavskaya defines three «pure» models of socially-oriented economy depending on whose interest the economy represent: the ochlocratic model, the democratic model and the oligarchic model. The first of them is the most appropriate model to describe the present situation in Belarus. A historic example of this model is the collectivization in the USSR in the 1930s when the poorest peasants were supported by the state while the rights of kulaks and middle class farmers were abused. Today this model is expressed in the words: «Reforms should not abuse the rights of ordinary people». 

The economic behavior of President Lukashenko will have to support the electorate's idea of the strong personality who could protect the population and bring the country out of the economic crisis. This means, first of all, that the President should have control over all economic processes in the country. He should be able to fire any official, such as a director of a collective farm or principal of a high school. To support his charismatic ties with the population, the President should constantly underscore that aid to different social groups is directed by him personally rather than any other state agencies. So, the process of re-distribution of incomes is centralized and personalized and money inflows which are not controlled by the President (such as assistance provided by Soros foundation or humanitarian aid) are hindered (it is hard to obtain a certification even for quality goods received as humanitarian aid). 

The President's fear to lose control over the economy will prevent an inflow of foreign investment to Belarus, including Russian investment, and hinder the integration of Belarusian enterprises in the world economy and transnational corporations. The inefficiency of this economic model could lead to a further shrinking of the population's living standards which, in turn, would result in even greater consolidation of poor groups of the population around the President and a new campaign of fighting «the Mafia» which hinders the President's activities. The last rudiments of market economy would be destroyed. 

2. Authoritarian regimes quickly lose effectiveness 

So, the ochlocratic model is most likely to develop from a German to Cuban or North-Korean one. 

History has repeatedly proved the inefficiency of authoritarianism. The above cited researcher Galkin gives the following picture of the deterioration of authoritarian regimes. 

Once an authoritarian regime has been established, it begins to lose effectiveness. Actual results are replaced by falsifications. The solution of one problem brings about several graver problems than the one solved. There is no feedback between the central government and regional authorities. The central authorities do not receive true information on processes in the society. 

As power is usurped by one person or a small group of people close to the leader, the society is becoming less controllable. Intrigues among those at power have a significant influence on the solution of problems. Galkin writes: «The idea that a strong and effective system of vertical subordination can be formed by a modern authoritarian regime, is illusory. Such a system could function, yet not ideally, only in the most primitive societies». 

«One of the weaknesses of any authoritarian regime is the selection of personnel. It is loyalty and readiness to fulfill orders that matter rather than professionalism, abilities and qualifications. There is no place for independent and honest people in any authoritarian system». Although these are general characteristics of any authoritarian regime, all above is typical of Belarus. 

In the ancient past, a tribe's leader took responsibility in a dangerous situation while instincts made all members of the tribe obey him. Such a leader was able solve problems as everything was clear and understandable. Since that time the societies have become much more complicated. No leader can now effectively solve all economic problems by only sending directives to his subordinates. At the same time, the instinct which made people consolidate around the leader in difficult situations remained. (Only the existence of this instinct explains why authoritarian regimes still emerge. No logic can be applied here). The gravity of the situation is that it can develop in nothing better than Iraq or Cuba. 

3. The oligarchic model 

The strengthening of the state control in Belarus was a consequence of the attempts to implement the ochlocratic model of socially-oriented economy. This resulted in the bureaucracy's growth and new opportunities for corruption among state officials and an increase of state officials' role in the society. 

High tariffs on imported goods, the large difference between the official and actual exchange rates, numerous privileges, the complicated tax system, strict punishments for tax violations, artificial price formation and licensing of all activities create a basis for corruption. As an opinion poll conducted by IISEPS in May 1997 among business leaders shows, only 21% of the pollsters have not had to do with corrupted officials. Naturally, the new bureaucracy similar to their predecessors in Kebich's government, use all opportunities for generating profits. The only factor which could hamper corruption – democracy, or political competition, – has been eliminated in Belarus. 

Of course, not all state officials have the opportunity to receive bribes and not all of them accept bribes. However, corruption among state officials is an unquestionable fact. So, some officials similar to directors of enterprises and businessmen have some funds which they would like to use abroad rather than in Belarus. Those directors of state-run enterprises who do not have capital, try to obtain it through a new division of property. This group also stands up for «socially-oriented market economy» which would satisfy their own needs. Such a model is now being implemented in Russia. It is called «oligarchic capitalism». 

The supporters of this model also stand up for state control of the economy. They believe that the state should protect them from competition on the part of foreign companies, form big financial-industrial group and find resources for the modernization of enterprises. They also say that only large organizations can support the modern standards of production. Former Minister of Agriculture, Vasily Leonov, developed the idea of a powerful financial-agricultural holding company Agrocredit which was supposed to control the production, processing and sales of agricultural produce in Belarus. Currently, bigger Belarusian enterprises are being included in Russian financial-industrial groups. 

Similar to the ochlocratic model, the oligarchic one leads to an impasse. First, this model is economically ineffective. The leadership of oligopolies establish close ties with state officials and the latter protect interests of the oligopolies rather than economic efficiency. The state becomes an authoritarian one and begins to suppress interests of other groups of the population. For example, the unsuccessful attempt by Russian Vice Premiers Nemtsov and Chubais to fight big monopolies, revealed that small and middle business in Russia was suppressed. So, Irina Khakamada was assigned to work on the development of small business. 

The recent events in South East Asia proved the ineffectiveness of the oligarchic capitalism. In the South East Asia financial institutions forced governments make decisions favorable for big domestic companies. For example, loans were extended even in situations when the repayment was unlikely. The situation cannot be different if the state is not separated from property (as it is the case with Belarus) or personal relations between the state officials and heads of the biggest corporation have been established (in Indonesia, half of business turnover, including taxi, is controlled by members of President Soukharto's family). A similar process is now in place in Belarus and Russia. The intentions seem to be good: the protection of domestic industries. As a result, the solution of problems is postponed which, in turn, brings about even worse crises (in Indonesia, the average wage fell from $1 to $0.3 per day within only several months). Oligarchic regimes are usually combined with autocratic rule as otherwise it is hard to make the whole society work for a privileged group. 

Also, the oligarchic capitalism is socially ineffective as it does not help stabilize the society. Russia's example is revealing. According to prominent Russian businessman Boris Berezovsky, seven giant financial-industrial groups own half of Russia's wealth. Over 75% of Russia's population are alienated from power and property. The richest 10% of the population consume 14 times as much as 10% of the poorest population while a 10 times difference is considered critical. There are substantial tensions between Russia's elite which is closely affiliated with the state bureaucracy and has more wealth than the Soviet time bureaucracy (only 2 to 3% of the population) and the rest of the society. The Russian society is unstable. A new division of property is possible. 

4. The liberal (democratic) model of development 

Can an economy be indeed «socially oriented»? The practice of the Western countries gives a positive answer to this question. Quite broad groups of the population have achieved welfare in some countries which use the liberal economic model. The majority of the population in those countries belong to neither upper nor lower class. The middle class is the most valuable working and intellectual potential of the society. 

The biggest differences of the liberal economic model from the ineffective oligarchic and ochlocrartic ones are economic freedom for all rather than only biggest companies or firms affiliated with the state bureaucracy, openness of the economy, competition and strong support for small and middle business. 

The attitude towards small and middle business is the distinguishing factor between different types of economic models. The support for small business in no way contradicts a high concentration of production. One assembling line can be supplied by tens of thousands smaller specialized firms. 

The basic principles of the liberal economic model are well known. We should only accentuate that no technical progress is possible without free small business and competition. Often new ideas are first applied in smaller companies and then used by big corporations. 

The current situation is unfavorable for the development of small business both in Russia and Belarus. It is hard to register a company without having money for bribes and it is even harder to promptly liquidate it. It is hard for a small company to follow all instructions and regulations. This results in large fines. 

The number of supporters of the liberal economic model is quite substantial. These are small businessmen including shuttle-traders, qualified blue collar workers, some white collar employees – all those who would benefit from economic freedom. Those who realize that only liberal reforms will guarantee their future welfare can be also included in this group, such as some state official who have been able to observe the experience of other countries of the world. However, the political influence of supporters of the liberal model, is currently low. 

5. Chances of the supporters of the oligarchic model 

The structure of Belarusian political parties does not fully express economic interests of different groups of the society. Only the United Civil Party is an exception, which consistently stands up for the liberal economic model. Communists whose slogans President Lukashenko exploits, have lost their influence. Other parties have practically no impact on the situation. So, the fight between the supporters of the oligarchic and ochlocraltic models not always reaches the political level. It is better expressed in the government's economic decisions. 

On one hand, liberal and oligarchic measures are declined. For example, the President did not accept Leonov's project. Moreover, the collective agricultural company «Rassvet» was defeated as its development was not in line with the ochlocratic model. The process of formation of financial-industrial groups with Russia is hampered as the Russian side does not want state-run enterprises. The process of privatization has been suspended, economic freedom are restricted and the adoption of a liberal Civil code was stopped. 

At the same time, the state bureaucracy has prevented an attempt of a «socialist revolution»: a proposal to transform limited liability in joint stock and limited companies to full liability, which was made by somebody close to the President, has been rejected several times. The initial version of the decree on labor discipline has been rejected by the society. The authorities also had to step back on the issue of the declaration of incomes which would practically eliminate the whole class of small market traders. These steps were refused in part because they would hamper the interests of the middle class and part of the state bureaucracy.

So, the ochlocratic economic model faces resistance on the part of supporters of other models and the President cannot fully pursue the populist policy which the electorate requires from him: take cottages away from the rich, equalize incomes, suppers private business, stop the growth in prices, etc. Such populist policy would contradict the interests of the state bureaucracy and day-to-day economic needs. Only from time to time, a corrupted official who is not much different from his colleagues, is jailed. The President lacks strengths to fully eradicate corruption. 

Some time ago the Chinese leader Mao Tse Dong was able to neutralize the popular indignation at the unwise policy of a «big jump» and stop bureaucrat's pro-reform initiatives for as long as 13 years. He mobilized millions of young uneducated fanatics of communism and Mao who defeated the state bureaucracy. An attempt to organize a similar movement in Belarus ended in a failure. The Belarusian Patriotic Union of Youth which was initially meant as an instrument to fight the President's opponents was entered by educated and apolitical rather than fanatic and uneducated people. Only later they adopted some kind of political ideology. Such people would look for privileges from the government rather than fight the bureaucracy. 

In the center of Europe the experience of China or Cambodia (in that country one third of the population who were unable to reject bourgeois values were just killed) cannot be fully applied. So, chances of the ochlocratic variant are getting slimmer. 

On the contrary, chances of the oligarchic model are improving. One of the recent publications in the state-run paper «Sovetskaya Belorussia» shows that the resistance of enterprises to the tax-collecting agencies is growing as the latter practically ruin enterprises. Formally, their actions are legal but their activities are bad for enterprises and make companies move to the gray economy. The resistance is getting so strong that head of one of the regional tax-collecting agencies has submitted a resignation request as he was afraid of assassination. The same publication reads that there have been no instructions from the central government which would support local anti-corruption initiatives. 

It is likely that honest employees of the tax-collecting and other controlling agencies will be forced out. As all opportunities for corruption are created and there is no group of people who fanatically stand up for their ideals (there are no ideals, either), corruption is likely to grow. Only inconsistent and accidental attacks on corruption by the President or a change in political situation in Russia could slow down this process. 

As for chances of the liberal model in Belarus, they are better than in Russia where the oligarchic regime is already deeply rooted. But generally chances are slim as the supporters of this model have little political clout. However, the developed countries of the world would support the implementation of this model in Belarus. In the years following World War Two, the liberal economic model was adopted by Germany and Japan due partly due to pressure of the U.S. occupation army. In the current situation the pressure from international credit organizations which may or may not extend loans to Belarus depending on its economic liberalization, can be important, too. So, chances for the implementation of the liberal model still exist, if not now, then in the future when all the heritage of the previous generations has been consumed. 

THE LABOR STATISTICS AS «THE MIRROR» OF THE OVERCOMING OF ANTI-MARKET STEREOTYPES 

By Dr. Alexander Sasnow

The recent opinion polls have shown that despite the official propaganda and the pressure form the authorities, the number of those who support economy with little state participation (in other words, liberal market economy) has equalized with the number of the planned (Communist) economy's supporters. Approximately the same proportion of the population support market economy with significant state involvement (social-democratic model). Therefore, we can say that the majority of the population (almost two thirds of it) prefer market economy with a various level of state involvement. At the same time, this means that only one third of the population stand up for the Communist way of development. 


Table 1



The age structure of the population (the data correspond to the beginning of the year), 

thousands of people




1990
1991
1992
1993
1994
1995
1996
1997



The whole population
1631.0
1652.3
1664.7
1681.0
1687.4
1694.5
1700.2
1708.3



The working population
1023.6
1032.3
1036.4
1042.5
1046.4
1053.6
1062.8
1074.1



People younger than the working age
404.7
407.6
407.2
406.4
400.6
392.2
382.2
370.6



People older than the working age
202.7
212.4
221.1
232.1
240.4
248.7
255.2
263.6


However, the real participation of the population in the market economy is much less significant. The opinion polls conducted buy IISEPS in June 1997 show that only 47.9% of the pollsters have taken part in at least one kind of non-state economic activities from the suggested list. As it could be expected, for the city of Minsk this proportion was higher and stood at 58.6%. But the figures reveal the low characteristics for separate types of non-state economic activities. Only 12.3% of the respondents (14.5% in Minsk) have had put money in banks or financial corporations, 7.3% (10.1%) have ever bought securities, 12.8% (18.1%) have ever been self-employed, 14.45 (12.3%) have been involved in the re-selling of goods, 11.1% (24.2%) have been employed in the private sector of the economy, only 2.2% (4.8%) have been owners or co-owners of businesses and 2.8% (2.6%) have obtained loans. In other words, the positive attitude of the respondents to the market economy is not supported by practical implementation of its possibilities. 


Table 2



The balance of labor resources, thousands of people




1990
1991
1992
1993
1994
1995
1996



The whole working population
1123.2
1093.9
1115.8
1109.7
1107.4
1135.2
1143.0*



– working people in the working age
1074.2
1045.0
1049.9
 1047.9
1032.3
1057.0
1066.2



– working people in the non-working age 
49.0
48.9
65.9
1.8
75.1
78.2
77.8



– economically active population
941.4
946.2
89.4
901.0
888.9
831.5
871.1



– employed population
891.8
895.0
841.4
852.5
844.9
792.0
825.5



– women in care of children
49.4
50.8
44.9
39.5
33.2
28.8
27.1



– other
0.2
0.4
3.1
9.0
10.8
10.7
18.5



– economically inactive population in the working age
181.8
147.7
226.4
208.7
218.5
303.7
271.9



– students
117.2
119.0
121.3
119.4
116.3
116.2
132.5



– other
64.6
28.7
105.1
89.3
102.2
187.5
139.4



* The external labor migration amounting to 1,000 people is taken into account. This characteristic has been calculated since 1996.


Consequently, although the population has substantially moved towards the recognition of market economy, their progress is very superficial and unstable. It does not concern deep values and, as a result, does not push them towards practical activities. In other words, many people would like to use all positive aspects of the market economy, such as a wide choice of goods and services or high wages, avoiding its problems, such as the possibility of losing the job, the necessity to be actively looking for work, etc. 

Probably, this explains why the positive attitude towards market economy goes along with non-market aspirations. According to the results of the June opinion poll, about two thirds of the population would like to receive low but guaranteed wages. One half prefer free of charge social services of low quality without an opportunity to choose. Two fifth believe that the state should control prices for all goods and services. Only one fifth of the respondents would invest their heritage in their own business. 

It could be suggested based on these data, that the population's attitude towards market economy should be reflected in general economic statistics. We believe that labor statistics would be the most revealing. On the other hand, labor tendencies could objectively illustrate the process of the overcoming of anti-market stereotypes by the population. Let's consider the dynamics of labor based on data for the city of Minsk taken from the official statistics. 

According to it, the number of population able to work is growing slower than the general number of population. From 1990 to 1996, the population of Minsk gained 62,600 people (3.8%) and the average annual increase stood at 0.6%, while the number of those capable to work grew in the same period only 19,800 people or 1.8% (the average annual increase was 0.3%). (See tables 1 and 2). This process is determined by the general demographic situation: the population is getting older which results in the decreasing number of those able to work and the increasing number of those older than the normal working age. 

Consequently, fewer young people annually reach the normal working age and the speed of the working population's growth is decreasing. At the same time, the proportion of working pensioners is increasing (see table 2). Back in 1990, the proportion of pensioners among the working population stood at 4.3%. In 1996, it reached 6.8%. 

However, along with the demographic situation, low living standards of pensioners make them work to make an additional income which is unlikely to help overcome anti-market stereotypes. 

Table 2 shows that despite the growth of the whole population and its working part, the number of those involved in the city's economy is decreasing. Since 1996, the number of employed in the city has decreased by 66,300 (over 7%). However, the tendency is not imperative as in 1996 the number of employed increased by 33,500 people or 4.2% in comparison to the previous year. 

At the same time, the number of non-working is on the rise. It should be noted that the official statistics of non-working includes registered unemployed, women in care for their children, students and priests (the fact that the last two groups are considered unemployed is an atavism of the Socialist past). Also, the official statistics of non-working includes several other groups of the population, such as unregistered unemployed, housewives and those involved in activities, which are not officially classified. 

The dynamics of each category is different. Since 1990, the number of women in care of their children decreased almost by half but the number of unemployed increased from zero to 17,500 people (in table 2 registered unemployed and priests are classified as «other» among the economically active population). These two categories are almost equal in number. The number of students remained practically the same until 1996 when it gained 16,300 people or 14%. 


Table 3



The number of employed in different industries, thousands of people






1990
1991
1992
1993
1994
1995
1996



Total
891.9
895.0
841.4
852.5
844.9
792.0
825.5



The production sector
625.6
619.5
587.5
582.6
570.1
531.8
542.3



– manufacturing industry
346.1
3342.0
319.5
308.1
294.0
260.3
256.6



– agriculture
3.2
3.1
2.8
2.8
2.9
2.7
3.0



– forestry
0.5
0.5
0.5
0.7
0.6
0.6
0.7



– transport and communications
66.6
66.8
66.5
62.7
64.2
63.3
65.2



– construction industry
113.6
106.9
97.6
86.8
77.9
67.8
79.3



– trade, public catering and material 

supply
69.5
72.6
75.8
101.1
108.1
114.6
115.9



– other industries of the production sector
26.1
27.6
24.8
20.4
22.4
22.6
21.6



The non-production sector
266.3
275.5
253.9
269.9
274.8
260.1
283.2



– municipal services
29.2
29.8
30.1
34.0
38.3
37.7
44.2



– healthcare and social security
48.4
50.6
47.3
49.9
50.5
50.8
53.1



– education, culture and art
89.3
92.9
92.1
94.3
94.1
92.6
98.6



– research and science
76.6
76.1
57.2
43.7
39.6
32.9
34.6



– banking and insurance
4.8
5.4
5.5
6.7
10.3
12.8
16.1



– state agencies
18.0
20.6
21.5
22.5
24.7
24.5
25.9



– other industries of the non-production sector
0.0
0.1
0.2
18.8
17.3
8.8
10.7


The number of other groups of the non-working population has been on the rise. From 1990 to 1990 it increased from 64,600 to 139,400 or 2.16 times. In 1995 its number was as large as 187,500. 

The expansion of this group means that, first, the national statistics has problems in collecting reliable information on new processes in the economy. Second, due to the bad economic policies of the state, unemployed prefer not to be registered and a proportion of the population gets involved in activities not covered by the official statistics. This means that a number of those who have been able to independently overcome anti-market stereotypes and adapt to the market economy is on the rise. 

A similar tendency can be observed with the economically active part of the population whose number decreased by over 70,000 people during the period in question. The official statistics labels the difference between the economically active population and the working population as the economically inactive population. This approach seems to be outdated as today this group (which includes those who are officially registered as students) covers many people who actually work both in the city and outside it (or even outside the country). So, the officially reported decrease in the number of the economically active population can again indicate problems of the official statistics as well as an increase in the number of those whose employment is not officially registered or those who prefer to move to the gray or black economy. 

The above tendencies quite well reflect positive processes aimed towards market economy. We should admit that the way the structure of Belarusian labor resources is developing in the direction which is normal for countries with market economy. However, the speed of the development remains extremely slow. 

Even more positive changes have been reported in the distribution of labor resources among industries. Table 3 shows that the number of people employed in the production sector decreased from 625,600 in 1990 to 542,300 in 1996, or by 83,300 people (13.3%). At the same time, the number of employed by the non-production sector increased by 16,900 (6.3%). The ratio of those working in the production sector to those employed by the non-production sector changed from 2.35:1 in 1990 to 1.91:1 in 1996. This is a positive trend as in the most developed countries the number of those employed by the production sector is approximately equal to the number of people involved in the non-production sector. 

Within the production sector, the most substantial decrease of employees was reported in the manufacturing industry – 89,500 people and in the construction industry – 34,300 people. Given this, the proportion of those employed in the manufacturing industry dropped from 38.8% to 31.08%, in the construction industry – from 12.74% to 9.61%. Only in trade, public catering and material supply a growth was reported both in the actual number of employees and their percentage. The number of people employed in these industries increased from 1990 to 1996 by 46,400 and the proportion of these industries' employees almost doubled – from 7.79% to 14.04%. This trend is also similar to world trends as the necessity of selling products instead of planned supplies stimulates the development of relevant industries which, in turn, makes the production itself more efficient. 

Table 3 shows that almost all industries of the non-production sector reported a growth of their employees except for the research industry. In some industries the growth was substantial. For example, the number of those employed in the banking and insurance industry grew 3.5 times compared to 1990, in municipal services – 1.5 times, in official agencies by 43.9%. A noticeable growth was reported in the healthcare and social security (9.7%) and culture (10.4%) which are traditionally low paid. The number of those employed in these industries more than twice exceeded the speed of the population growth and, consequently, cannot be explained by the latter alone. Probably, this is a deliberate measure of the authorities who try to curb unemployment in this way. On the other hand, low wages in these industries do not create for the employees an incentive to do their job well and the poor performance is compensated for by the increased number of the employees. 

As for the research industry, the number of those employed in this industry dropped more than 2.2 times (by 42,000). This is due to the sharp cuts in the financing of this industry. The city of Minsk where most research institutes are situated has suffered most seriously. 


Table 4



The number of employees of companies with 

different type of ownership, thousands of people






1994
1995
1996



Total
844.9
792.0
825.5



in the state sector
564.9
513.6
503.3



in the non-state sector
280.0
278.4
322.2



in collectively owned companies
212.1
200.3
232.8



– joint stock companies
65.5
72.1
84.9



– companies under lease
72.0
61.4
56.4



– public companies
8.6
8.0
8.7



– consumer cooperatives
4.3
3.7
3.6



– cooperatives
3.0
1.9
1.9



– industrial associations and fellowships
0.4
25.9
38.0



– collective companies
58.3
27.3
39.3



– foreign and joint venture companies
14.2
16.4
27.9



– combined ownership
5.0
4.8
4.7



– joint stock
8.4
9.8
19.5



– international
0.8
1.8
3.7



– individual and private business
53.7
61.7
61.5


As table 4 shows, the number of those employed in the state sector of the economy is decreasing both in actual number and in percentage. In 1994, 564,900 people were employed in the state sector of the economy or 66.9% of all working population. In 1996, their number dropped by 61,600 to 503,300 (61%). Back in 1994, the ratio of those employed in the state and non-state sectors of the economy was 2:1, in 1996 it changed to 1.56:1. 

The number of people working in the non-state sector of the economy increased 42,200 people (15.1%) in the period in question. The growth was achieved, for the most part, in joint stock companies, industrial associations, foreign companies and joint ventures. As for private business, the number of those employed in this sector increased 8,000 from 1994 to 1995, then there was some decrease (by 200 people between 1995 and 1996). This must be due to the authorities' pressure on private business. In general, this sector of the economy could develop more rapidly if the authorities supported it. However, there is a slow yet plausible tendency of moving from the less effective state sector of the economy to the more effective state sector. This is a positive development in terms of economic progress as well as decreasing unemployment. 

So, the analysis of statistics has shown that processes taking place in the sphere of labor resources are generally positive and in line with the world trends. Despite the increased number of people older than the working age employed in the economy, the employment is positively decreasing in the economy as a whole as well as in the production sector in particular. 

Despite the active opposition on the part of the authorities, a slow yet plausible process of shifting from the state sector to the non-state sector of the economy has been reported. 

All the conclusions say that despite the precarious and slow adaptation of the population to the new economic situation, the structure of the labor force is changing which indicates a move towards market economy. Therefore, the basis for the overcoming of anti-market stereotypes is being created, yet it is extremely slow. 

* * *

Analytical materials, prepared within IISEPS project «Building an information infrastructure of the market economy in Belarus» carried out with support of the Center for International Private Enterprise (CIPE). Public opinion poll data, conducted by IISEPS in December 1997, within the framework of the project and results of content analysis of Belarusian press and TV programs are the basis of these articles.

THE BELARUSIAN ELECTORATE: FOR AND AGAINST THE PRESIDENT

By Prof. Oleg Manaev

Since «The sociological portrait of Alexander Lukashenko's electorate», an article based on a nation-wide opinion poll conducted by IISEPS was published six months ago (September 1, 1997), I have received many responses, some of which were indignant. The authorities were angry as the portrait of the president's electorate turned out to be not very attractive. Representatives of the opposition were angered because my research had showed that they have much lower popular support than the President and any falsifications could not significantly change the situation. Some researches questioned the methodology of the research and criticized the author's position. (They believe, it was either too politically engaged or too indifferent). So, many did not like the portrait. Only few critics chose to discuss the President's electorate and the Belarusian society as a whole. Thus, the current situation in Belarus demands changes in the position of the authorities as well as the opposition or political analysts. The longer their position remains unchanged, the further will it be from the reality and the lower Belarus' chances to enter Europe as an independent state with market economy, political democracy and good human rights record, will be. Recently the problem of the Belarusian electorate has become even more acute as the possibility of a presidential election in the summer of 1999 emerged. Now the authorities and the opposition as well as the West and the East are asking the question: what political course will be approved by the electorate and are any changes possible in Belarus?

To answer this question, one should first pay attention to Lukashenko's political rating or to the number of those citizens who support him and will vote for him again. Sociological researches conducted by state and non-state research centers, show that the President's position is secure. So, I'd rather not overestimate its dynamics and analyze the reasons for the fluctuations of his popularity. According to the results of nation-wide opinion polls conducted by IISEPS since the fall of 1994, the President's rating has been stable at 44 to 48% (the possibility of an error does not exceed 3%). In November 1994, 48.7% of the respondents said that they had set their hopes for an economic recovery of the country for the President.
In June 1995, 45.4%, in June 1996 47.0%, in June 1997 45.4% of the respondents said that they will vote for Lukashenko at a new presidential elections. In December 1997, this figure stood at 44.3%. What kind of dynamics can be found in these statistical data? The stable popular support for the President is an unquestionable sociological fact. However, we cannot say that absolutely all citizens of Belarus support President Lukashenko. 

1. Paradoxical electorate

Let's have a closer look at the Belarusian electorate and analyze the results of a nation-wide opinion poll conducted by IISEPS in December 1997 within the framework of the project «The development of market infrastructure of Belarus' economy». (1499 people over 16 year old were polled). This time a deeper division of the Belarusian electorate into the President's opponents and supporters was indicated than six months ago. Among the former are not only those who, answering to the open question, said «for Lukashenko» (44.3%) but also those, who trust the President (45.0%) and those who believe that Lukashenko is closer to their ideal of a politician than anybody else (50.4%) as well as those who would vote for Lukashenko at a hypothetical election of the President of Russia and Belarus combined (35.2%). 26% of the population chose Lukashenko answering to all of the above questions. 20.8% of the population didn't mention Lukashenko in their answers to any question. Scientifically speaking, the groups of the President's supporters and opponents were formed based on cognitive, emotional and motivational characteristics which form a human personality. In other words, these two groups consist of people either consciously, convincingly and actively support the President's policies or, on the contrary, reject it.

The first conclusion is obvious. Neither convinced supporters, nor convinced opponents of the President constitute the majority of the electorate. The number of supporters is somehow larger, but the two groups are comparable in term of their size. 

What is the difference between these two groups of the Belarusian society? What is the basis for their belief in that the President's policies are right or wrong? To answer this question, let's compare the financial and social situation of the President's supporters ad opponents. To get a fuller picture, we have added information on all the pollsters (table 1).


Table 1 (%)*







Social and demographic 

characteristics
The President's supporters

(26.0%)
All 

respondents

(100%)
The President's opponents

(20.8%)



Gender:

– female

– male
58.3

41.7
54.6

45.4
48.1

51.9



Age:

– 16-19

– 20-24 

– 25-29

– 30-39

– 40-49

– 50-59

– over 60
4.5

3.1

2.3

12.0

17.6

23.0

37.5
8.2

9.7

9.6

19.7

17.8

14.8

20.2
12.9

15.8

16.5

24.8

16.5

9.4

4.1



Education:

– less than 4 grades

– less than 8 grades

– secondary education

– secondary professional education

– completed or not completed higher education
26.4

19.4

30.7

16.6

6.9
13.0

16.3

36.9

19.6

14.3
1.6

11.6

41.0

21.9

23.9



Social status:

– head of a state-run company

– head of a private company

– owner of a private company

– self-employed

– employee of a private company

– student

– employee of a state-run company

– pensioner

– housewife

– unemployed
0.0

1.0

0.2

0.5

2.6

3.3

43.2

45.3

0.8

3.1
1.1

0.8

2.1

2.1

8.1

8.3

48.3

24.4

2.3

2.5
1.6

0.3

5.5

5.8

12.3

13.9

45.5

5.8

5.8

3.5



Place of residence:

– Ìinsê

– region centers

– big towns

– smaller towns

– villages
7.4

14.6

10.7

24.6

42.7
16.4

17.7

12.9

19.8

33.2
31.0

17.4

17.4

16.1

18.1



Active language:

– Belarusian

– mixture of Belarusian and Russian

– Russian

– both Belarusian and Russian

– other
8.2

45.1

24.6

21.3

0.8
5.7

32.5

40.7

20.3

0.8
1.6

15.8

60.8

21.5

0.3



* This and the following tables should be read in the following way: 58.3% of Lukashenko's supporters are women and 41.7% are men. Among his opponents women account for 48.1% and men for 51.9%. In some answers a sum of the column may be other than 100 as some respondents did not answer some questions (or, as in table 4), only most typical answers are represented while less typical are omitted. Most characteristic figures for the President's supporters and opponents are highlighted.


Social and demographic portraits of the President's supporters and opponents are very different. Among Lukashenko's supporters prevail women (about 60%), elderly people (over 60% of this group are over 50 years old), poorly-educated people (over 45% of this group have completed 8 grades or fewer) and residents of smaller towns and villages (two thirds). The second group is dominated by young people (over 45% of this group are under 30 years old), educated people (over 45% of this group have a university degree or have a completed professional secondary education), those involved in the non-state sector of the economy and students of the universities (37.5%), and residents of the capital and major cities (two thirds). These characteristics explain the fact that most supporters of the Presidents are Belarusian-speaking (53.3% including those who speak a mixture of Russian and Belarusian called «trasyanka») while most Lukashenko's opponents are Russian-speaking (over 60%). It should be noted that, according to a nation-wide poll conducted by IISEPS in November 1994, 44.6% of those who use Belarusian for their normal day-to-day communication voted for Lukashenko in the first round of the 1994 Presidential election (21.7% of this group voted for Paznyak) and only 27.1% of the Russian speaking voters supported Lukashenko. Unfortunately, in reality the language turns to be a social and demographic factor rather than a national or cultural one: Belarusian is spoken mostly by elderly and poorly-educated rural dwellers while the educated and dynamic urban population prefers Russian. 

The comparative analyses of the economic conditions of the President's supporters and opponents reveals a paradox which seems strange at first glance (table 2). 


Table 2







Economic conditions
The 

President's supporters

(26.0)
All 

respondents

(100)
The 

President's opponents

(20.8)



Economic conditions:

– poverty

– below the average

– average

– above average or rich
19.3

38.3

40.1

2.3
17.6

38.7

40.5

3.2
18.8

39.3

35.8

6.1



Changes in the economic conditions during the last year:

– improved

– improved rather than worsened

– no changes

– worsened rather than improved

– worsened 
8.4

17.6

41.5

12.3

20.3
6.8

13.4

42.0

20.1

17.7
6.1

11.3

32.0

24.2

26.4



Changes in Belarus' economic situation during the last year:

– improved

– improved rather than worsened

– no changes

– worsened rather than improved

– worsened
19.9

35.5

27.2

11.0

6.4
10.1

22.8

25.8

24.7

16.6
1.6

7.7

20.8

36.7

33.2



Employed by:

– a state-run enterprise

– a private enterprise

– unemployed
42.4

6.6

50.9
49.7

15.9

34.4
47.0

26.5

26.5



Possible consequences of losing the main job:

– it would undermine the family's welfare

– would find other ways to provide for himself and his family
69.2

14.4
58.9

31.2
46.3

49.5


As it can be read from the table, about 60% of Belarus' adult population describe their economic situation as «poverty» or «below the average» while the number of those who reported a worsening of their financial situation during the last year is almost twice as much as the number of those who reported an improvement in their financial situation during the same period. The paradox is that there is no difference in the economic conditions of Lukashenko's supporters and opponents: in both groups 58% are those who consider themselves poor or below the average. However, there is a dramatic difference in the perception of their situation by Lukashenko's supporters and opponents. Most supporters of the President believe that both their personal economic conditions and the general economic situation in the country have improved or, at least, remained the same during the last year. At the same time, the majority of Lukashenko's opponents hold the view that their living standards have shrunk during the last year and the economic situation in the country is still worsening. 

In my opinion, such a striking dissonance (as both groups admit that their living standards are low) is explained by two important factors. First, over a half of the President's supporters who reported an improvement in their financial situation, are pensioners and other groups of the population who live on benefits from the state, while three fourth of Lukashenko's supporters represent the active working population (one third of them are employed by private companies). The situation is even more paradoxical as 70% of the President supporters live in a state of fear to lose their job which would immediately undermine the welfare of their families and every second opponent of the President is sure, despite his pessimism, that he will be able to find ways to provide for himself and his family in case he loses his main job. So, what is optimism worth if it is based on fear? And is pessimism that bad if it is based on a cynical understanding of the situation and confidence in oneself? 

2. Irreconcilable antagonists 

The second reason for such differences in the financial self-perception of the President's supporters and opponents is deeper and more fundamental. This is a difference in the way people view the world and themselves in this world (table 3 and 4). 

The deep social differences go with deep differences in values and ideology. Thus, voters who prefer planned economy, state ownership and low but guaranteed wages and stand up against the sale of land and for the state control of prices for all goods and services, prevail among Lukashenko's supporters. Only few of them are involved in the non-state economy. On the contrary, two thirds of convinced opponents of the President prefer market economy and high yet not guaranteed wages, three fourth of them stand up for private ownership, free sale of land and against unrestricted participation of the state in the process of price formation. Most of them adhere to these principal due to their own practical experience as they actively participate in the non-state economy. 

Even greater differences have been reported between the President's supporters and opponents, considered their political values (table 4). 

So, most convinced supporters of President Lukashenko trust the main official institutions and, on the contrary, mistrust the most important social institutions which are in opposition to the President, such as the 13th Parliament, independent trade unions and mass media. They, consequently, do not support the idea of an early parliamentary election. They consider repressions against the opposition, justified. They are afraid of the NATO's eastward expansion and prefer to unite Belarus with Russia or even restore the Soviet Union. In other words, the President's supporters are convinced supporters of the Soviet style socialism. Most Lukashenko's opponents, on the contrary, express distrust in all institutions which support the present authorities, (probably, except for the church), condemn repressions against the opposition, stand up for Belarus' sovereignty and its integration into the Western Europe rather than the restoration of the USSR. Their ideals in politics are the US President and German Chancellor. These people look into the future rather than the past. 

Now, let's consider the two groups – the President's supporters and opponents – on the basis 9 indicators, reflected their most important economic values (whether they prefer market or planned economy, state or private ownership, state control over prices or free price formation, whether they consider their financial situation and general economic situation in the country as improving or worsening, etc) and most important political values (attitude to official institutions, early parliamentary election, repressions against the opposition, Belarus' sovereignty, the restoration of the Soviet Union, etc) – figure 1 and 2. 

Diagram, represented on figure 1, should be interpreted in the following way. The very right column represents those supporters of the President who reported anti-market values in all nine categories (they stand up for planned economy, state ownership, state control over prices, etc). The very left column represents those opponents of the President who reported market values in all categories: they chose market economy, private ownership and free price, etc). 

The very right column, represents on figure 2, opponents of the President who reported democratic values in all categories (they stand up for early Parliamentary election, Belarus' sovereignty, condemn repressions against the opposition and oppose the restoration of the USSR, etc). The very left column represents those supporters of the President who reported anti-democratic values in all categories (they oppose the idea of an early Parliamentary election, support the unification of Russia and Belarus, the restoration of the USSR, etc).
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The diagrams clearly show anti-democratic and anti-market values of the President's supporters and pro-market and pro-democratic views of his opponents. These two groups of the Belarusian electorate are not only in contrast to each other, they are totally contrary. 

This explains the paradoxical situation in which some people consider their economic situation as improving while the other, who are in the same situation, believe that it is worsening. People evaluate their financial situation based on their ideology. The further the country is moving towards the Soviet past, the more comfortable is one part of the Belarusian society and the less comfortable the other, despite their financial situation at the given moment. Therefore, despite a common idea, most of those who report the shrinking of their living standards express even stronger opposition to the President rather than support for him. 

The most important conclusion that can be drawn from the above data which support and deepen the information collected by IISEPS during its previous nation-wide opinion polls, is that the idea of  the Belarusian society as stable and unanimous is wrong and dangerous. The Belarusian society is not only far from being unanimous, it is deeply divided. The idea that Belarusians are tolerant and calm which dates back to the times of Gorbachev's Perestroyka, is almost as inadequate as the idea of «friendly neighborhood» between the populations of Georgia and Abkhazia or Moldova and Pridnestrovye. The differences lie in the nature of contradictions between different groups of Belarus' population rather than in the form of their manifestation (social tensions have not yet progressed to an open conflict, or, even worse, armed clashes). The split within the Belarusian society which may cause serious conflicts, has a social and ideological rather than religious or national basis. Some Belarusians really miss the Socialist past. Their number stands at about 25 to 30%. 


Table 3







Economic values
The 

President's supporters

(26.0)
All pollsters

(100)
The 

President's opponents

(20.8)



Prefer the economy:

– market economy with little participation of the state

– market economy with significant participation of the state

– planned economy
11.5

41.3

42.8
32.8

36.9

25.7
64.4

21.5

9.9



Prefer wages:

– high but not guaranteed

– low but guaranteed
13.6

84.7
38.0

58.4
66.9

29.6



Which is the most effective form of ownership?

– state ownership

– private ownership
68.5

20.5
41.4

45.5
11.9

74.8



Can land be bought or sold?

– It can without any restrictions

– It can, but some restrictions should apply 

– It cannot
2.3

27.6

54.7
7.9

43.4

30.0
19.4

55.2

10.6



Should the state control prices?

– It should control prices for all goods and services

– it should control prices for some goods and services

– prices should be free
61.5

21.0

5.1
41.0

38.7

9.5
18.4

51.0

21.3



Participation in the non-state economy:

– participate

– do not participate
12.6

86.2
29.2

69.7
54.7

45.0


Another group of the population looks up to the principles of market economy and democracy. At least 20% of the population can be included in this group. These two groups are irreconcilable antagonists, convinced and ready to stand up for their ideals. I believe that the split in the society was caused by the demise of the socialist system and collapse of the USSR, rather than by President Lukashenko. By 1991, Belarusians had not yet been prepared for the ideas of state sovereignty, market economy, political democracy and human rights. On the other hand, the social and economic polarization of the Belarusian society during the first three years of independence could be alleviated and the contradiction of ideas could be turned into normal and civilized forms of pluralism which usually stimulates the development of a society rather than hampers it. But President Lukashenko's policies aimed at the gradual restoration of the past which ignore the interests of those who oppose such developments, not only fail to alleviate and neutralize the contradictions in the society, but make them deeper and pushes the society towards an even greater split. 

3. The «electoral resources» of the Belarusian democracy 

Another equally important but more optimistic conclusion drawn from our research is that there are «electoral resources» for changing the political course in Belarus: at least, one fifth of the population is prepared for real reforms. Furthermore, this is the most active and educated part of the society. There is no reason to explain to these people the advantages of sovereignty and democracy: their already believe in these values. Similarly, there is little chance to change the views of their antagonists – consistent supporters of President Lukashenko, most of whom also have a strong conviction in their ideals. The biggest problem concerns those who have not yet made their social and ideological choice. Their minds are filled with a mixture of often conflicting expectations, fears and hopes. Their behavior often seems to be inexplicable and unpredictable. This hesitating group which includes one half of Belarus' population, changes their attitude and behavior depending on a given situation. As the «situations» are usually initiated by the state through mass propaganda, the organization of elections, social and economic policies, etc, these undecided group often chooses to follow the supporters of the USSR past rather than those of Western democracy. But this is the group which can and should be influenced. In some aspects members of this group show quite democratic and market views: they prefer market economy with some state participation, sympathize with the opposition, they do not trust many official institutions but stand up for the idea of Belarus' sovereignty. Anti-Western views of this group, which are often exploited by the President, are usually exaggerated. 


Table 4







Political values
The President's supporters

(26.0)
All 

respondents

(100)
The President's opponents

(20.8)



Attitude to social institutions

The government:

– trust

– mistrust

The National Assembly:

– trust

– mistrust

The judiciary

– trust

– mistrust

The army

– trust

– mistrust

Local authorities

– trust

– mistrust

Traditional trade unions

– trust

– mistrust

Independent trade unions

– trust

– mistrust

The 13th Parliament

– trust

– mistrust

The church

– trust

– mistrust

State-run mass media

– trust

– mistrust

Independent mass media

– trust

– mistrust
61.6

5.9

36.1

10.2

35.8

19.2

52.2

9.0

41.8

22.8

12.0

18.2

5.4

23.8

16.9

19.5

65.0

7.4

75.1

5.1

13.8

33.8
26.2

25.9

15.8

24.7

20.1

33.3

30.5

21.2

21.2

35.1

7.2

27.3

9.5

22.4

8.5

26.5

48.3

11.8

43.7

21.0

25.4

24.1
2.6

76.2

2.6

67.1

9.0

70.4

12.9

53.7

5.8

70.4

3.9

56.3

18.6

36.7

9.0

53.9

39.5

25.1

15.8

60.1

50.6

21.6



Should an early Parliamentary election be held?

– yes

– no
5.9

42.1
16.1

32.6
33.9

21.9



Do you want the restoration of the USSR?

– yes

– no
74.2

10.7
49.9

25.5
23.5

51.1



What relations between Russia and Belarus should be like?

– friendly relations between two sovereign states

– they should unite into one state
22.3

41.9
34.5

27.5
54.2

12.3



What is your attitude towards the fact that the participants of opposition rallies in the spring of 1997 were sentenced to large fines?

– this was fair

– this was unfair
57.7

9.5
30.2

28.7
5.1

65.9



The attitude towards different forms of Belarus' integration in the Western Europe

– support Belarus' membership in the European Council

– support Belarus' membership in the EU 

– support Belarus' membership in the NATO
56.0

41.3

9.5
55.1

48.4

10.3
55.2

62.1

14.1



Is there any danger for Belarus' in the NATO's eastward expansion?

– yes

– no
45.5

11.5
30.8

22.8
15.8

45.5


The sociological fact is that there are «electoral resources» for a change in the political course. For it to become a political fact, the convinced supporters of state sovereignty, market economy and independence which correspond to 20% of the country's population, must be represented on the political scene as the convinced supporters of socialism are represented by President Lukashenko and his team. But, unfortunately, the most educated and active part of the Belarusian population does not have such representation. The reader must have already paid attention to the fact that not all views of the President's supporters and opponents are polar. If the President's supporters say that they trust all state institutions and mistrust new institutions (see table 4), Lukashenko's opponents reject present official institutions but do not fully support new institutions except for independent mass media. Especially surprising is the fact that the number of those who support the dissolved 13th Parliament among Lukashenko's supporters is three times as much as among his opponents: 54% against 19.5%. Only one third of the President's opponents believe that an early parliamentary election should be held. Even if an early election took place now, the present democratic parties could not enjoy success even among the President's convinced opponents. According to the results of an opinion poll conducted by IISEPS last December, only 13.5% of them would vote for candidates of the Belarusian Popular Front and 6.1% for candidates from the United Civil Party. Democratic leaders would be in the same situation: 7.4% of Lukashenko's opponents would vote for Paznyak, 5.1% for Karpenko, 4.2% for Ganchar and Shushkevich. The ratings of other opposition politicians are not greater than the probability of an error. 

Of course, the lack of political representation of the democratic group of the Belarusian society is largely explained by the present policies of the state which in all possible ways tries to prevent it. However, democratic leaders themselves are responsible for the situation too. Much have been said and written about that all anti-democratic and anti-market policies should not be attributed to President Lukashenko, in this way bringing him out of the Belarusian politics and turning into a demonic figure. Yet, he expresses and embodies interests and feelings of a large part of the Belarusian society. Only recently democratic leaders began to speak about the necessity of a shift in the political and economic course without necessarily replacing the President. Much has been said about the necessity of an alternative program which would have social and economic priorities. As figure 2 shows, even the President's convinced opponents have not yet fully adopted values of the market economy. Therefore, economic education of the population and propaganda of market values should become equally important priorities of the opposition as the revival of the national language and culture. Unfortunately, some opposition leaders view such an approach as the betrayal of Belarus' national interests and democratic ideals. 

There are some other reasons for the lack of political representation of that part of the Belarusian electorate which does not accept the current political course. But it should be underscored that the present policies cannot be changed without the representation of interests of those people who look into the future rather than the Socialist past. The political representation of their interests is also important because the hesitating majority would in that case support those who would guarantee stability in the future rather than in the present time. This majority consists of economically active people who are concerned about the future of their children rather than their own past. The question is: who will be able to use «the electoral resource» of the country's democratic development? Who will gain support from Europe and the world community and will determine the political and economic course of Belarus in a long perspective? Today both the President and the opposition have chances. Who will win? It is possible that both will lose. Then the supporters of reforms will have to go into politics to create their own institutions and political leaders. Otherwise, the present electorate of the President will move Belarus far from the civilized world or detonate the revival of an empire which would threaten the world. 

CHOOSING BETWEEN CONFLICTING VALUES

By Dr. Nadezhda Efimova
Public interest in economic information is evident: all opinion polls conducted by IISEPS in the last two years indicate that about 90% of the population are actively looking for answers to most acute economic questions in newspapers and radio and TV programs. Special literature, speeches of the country's leaders, lectures and conversations with friends are used as a source of economic information much more seldom: by only 10% to 25% of respondents. 


Table 1



Values presented in «Economikst» reports on different topics

(percentage of the whole number of values mentioned for each topic)




Topics



Values
Industry, construction, transport and communications
Agriculture
Finance
Trade
Services and social sphere



Market mechanisms
13.0
13.0
16.1
13.1
13.8



State control
3.2
2.7
3.3
4.9
6.4



Legal regulation
10.6
11.9
17.8
24.5
13.8



Equality of different types of ownership
1.8
2.2
2.2
-
0.9



Social justice
-
-
-
-
5.5



Income and profits
14.2
7.0
13.3
6.6
11.0



Free competition
5.0
4.9
3.3
3.3
3.7



Protectionism
7.4
7.0
5.0
3.3
7.3



Private ownership
1.8
4.9
-
1.6
0.9



Total privatization
3.8
6.5
1.7
14.8
2.8



Selective privatization
3.8
3.8
-
-
2.8



Entrepreneurship
4.7
3.2
4.4
4.9
0.9



The reinforcement of the state sector
1.8
0.5
2.2
-
-



Collectivism
-
-
-
-
2.8



Trade unions, efficiency
13.3
11.9
11.1
9.8
14.7



Business ethics
7.4
10.3
6.1
6.6
8.3



The implementation of market reforms
6.5
7.6
10.6
6.6
1.8



Gradual reforms
1.8
2.7
2.8
-
2.8


People are very concerned about media coverage of labor conditions, wages, consumer prices, social benefits, employment and labor resources. But 43% of the Belarusian population express interest in rather abstract topics: the country's economic policy, the analysis of the current economic situation and forecasts for the future. Public interest in these matters expresses the question: how long will economic problems persist and are there any chances for an improvement? Mass media fail to give a precise and unambiguous answer to the question. Different media view the situation in different ways. Let's consider economic materials in state-run and independent mass-media. (The research covered the independent TV program «Economikst» and three state-run newspapers – «Sovetskaya Belorussia», «Narodnaya Gazeta» and «Vitebsky Rabochy»). 

All four mass media in one way or another cover the same economic topics: manufacturing industry, agriculture, trade, finance, social security and the service sector. But values promoted by them are different. As table 1 shows, practically the same values dominate the coverage of all topics by «Economikst» – values of market and legal regulation as opposed to administrative regulation, revenues and profits, privatization and market reforms. Slightly more seldom free competition (and alternative to it but equally precisely stated value of protectionism) and entrepreneurship are mentioned. A large proportion of reports underscore people's qualities valuable for market economy such as professionalism, competence and business ethics. 


Table 2



Values presented in economic reports by the state-run press, %






Topics



Values
Manufacturing 

industry
Agriculture
Trade
Finance
Services and social work



Economic mechanisms of control
11.5
10.2
12.9
29.6
7.4



State control
19.8
36.4
30.7
29.6
40.0



Legal regulation
7.7
3.4
12.9
14.8
24.4



Social justice
6.6
5.7
5.0
1.9
58.5



Income and profits
14.3
11.4
8.5
7.4
-



Competition
30.8
8.5
20.8
20.4
1.5



Protectionism
11.0
9.1
7.9
3.7
5.2



Private ownership and privatization
13.7
8.0
15.8
3.7
3.7



State ownership
10.4
23.3
5.0
5.6
4.4



Collectivism
7.1
22.7
1.0
-
3.0



Professionalism
39.6
31.3
19.8
11.7
7.4



Business ethics
13.2
6.3
8.9
16.7
1.5



The implementation of market reforms
4.4
4.0
1.0
1.9
-



Gradual reforms
4.4
12.5
4.0
14.8
0.7



Investment and partnership with the West
14.3
1.7
2.0
11.1
1.5



Investment, partnership with Russia
15.4
0.6
1.0
11.1
0.7



Welfare of the population
7.1
6.3
5.0
5.6
26.7


Almost never do «Economikst» programs mention such values as social justice, equality of different types of ownership, collectivism and the strengthening of the state sector of the economy. 

Generally, the consistent policy of «Economikst» which covers all topics based on the same set of values is in contrast to the inconsistent and contradictory promotion of values by the state media. Table 2 shows that different topics are covered by the state-run media with the use of different values. 

The most biased is the coverage of agriculture by the state-run media. The materials advocate no ideas but forceful administrative regulation. Practically nothing is said about rural privatization, private ownership and individual farming. Agriculture is the only topic associated with the collectivist values. It seems that the state-run media see no reforms possible in this sector and have chosen collective farms as the only way of development for the agricultural sector.

The manufacturing industry is covered in a substantially different way. The values of administrative regulation are not so manifest but such values as wealth, profits, competition, privatization, professionalism and cooperation with the West and Russia are accentuated. The structure of materials on the manufacturing industry is inconsistent with official materials and speeches on the country's economic policy and even contradicts them. The latter promote traditional values, such as administrative regulation, social justice, protectionism, the strengthening of the state ownership, etc. Probably, these differences are explained by hopes to attract foreign investment in the manufacturing industry and, consequently, it is presented in a modern way with the domination of market values. 

The structure of reports on social sphere and the service sector should be noted, too. Three values dominate: administrative regulation, social justice and welfare of the population. It is the sphere where social justice and welfare are understood in the traditional way of the Soviet style mentality. State-run media propose no reforms in this sphere. According to them, progress can be reached by the improving of administration. 

The analysis of the values promoted by «Economikst» and state-run periodicals indicates that the manufacturing industry is covered by them in the most similar way. The difference is in the proposed type of regulation of this industry. The former advocates the idea of market regulation while the latter focus on administrative measures. The most different are the approaches of the state-run papers and «Economikst» to the agricultural sector. «Economikst» is more focused on private ownership and privatization in its reports on agricultural topics than in other reports.

What should readers and TV audience do to finally choose between the values contradicting to each other? According to the results of the opinion poll, 30% of the respondents fully accept the values promoted by the state-run media because they consider state sources more reliable. 10.1 % prefer the values expressed in independent media, but the majority (58.8%) of the respondents accept neither and will choose what is consistent with their own economic experience upon analyzing all values proposed. 

BELARUSIAN NATIONALISM SPEAKS RUSSIAN 
By Dr. Yuri Drakokhrust

Since the end of the 1980s, a doctrine has been spread in Belarus which says that only those who adhere to the national idea can support democratic and market values. «No democracy without the national self-consciousness» has been the slogan of Belarusian Popular Front, the organization which most consistently stands up for the above idea. Paradoxically, the opponents of the Belarusian Popular Front share this view by saying that all supporters of democracy are nationalists.

Is that true? Let's formulate the question more precisely: which elements of the national idea determine a person's adherence to democratic and market values? In accordance with a wide-spread definition of a nation, the language is one of the main factors that form nations. Historically, the Belarusian language has been in poor condition in Belarus which is supported by people's answers to the question «What language do you use for day-to-day communication?», 5.7% of the pollsters use Belarusian, 40.6% Russian, 20.3% use both, 32.5% speak a mixture of Russian and Belarusian, 0.8% use other languages. 

What if Belarusian-speakers, yet few in number, are the truest supporters of democratic and market values? But empirical data do not support this assumption.


Table 1



The correlation between the language which a person uses for day-to-day communication and his economic and political preferences, %





Language used for day-to-day communications




Belarusian
Russian
both
mixture



Ideal of a politician



– Clinton
31.6
45.7
38.5
25.4



– Lukashenko
72.2
33.0
51.5
68.1



Preferable President of Belarus  



–Lukashenko
64.9
30.0
45.0
58.5



Do you want the restoration of the USSR?



– yes
75.6
38.9
49.7
59.4



– no
2.4
35.3
30.5
14.9



Preferable relations between 

Russia and Belarus



– unification into one state
50.0
23.6
28.0
27.8



– two independent states
19.2
40.1
45.2
23.8



Is the NATO eastward expansion 

dangerous for Belarus?



– yes
39.6
27.9
32.0
32.2



– no
8.6
29.1
27.2
15.3



Preferable type of the economy in Belarus



– market economy with little state participation
7.0
44.4
32.6
23.4



– market economy with substantial state participation
34.3
33.4
37.6
41.9



– planned economy
55.1
17.8
24.8
29.8



Which type of ownership is the most effective?



– state ownership 
64.4
28.2
47.2
49.6



– private ownership
23.2
59.3
41.3
35.8



*  Òàble 1should be read by columns which contain the percentage of those who answered questions within the same language group. For example, the last row of the table indicates that 23.2% of those who speak only Belarusian, 59.3% of those who speak only Russian, 41.3% of those who use both languages and 35.8% of those who speak a mixture of the two consider private ownership to be the most effective type of ownership.




Table 1 shows that Belarusian speaking respondents, for the most part, tend to support President Lukashenko. They are stronger proponents of planned economy than their Russian-speaking compatriots. They are more concerned about NATO's eastward expansion, regret the collapse of the USSR and want the unification of Belarus and Russia in one state. 

The situation is paradoxical if not absurd: native Belarusian-speakers are less adherent to the idea of national sovereignty than those who use a «foreign» language. This is a typical example of what is called «false correlation». Other factors prove to be more important than the language. 

Minsk dwellers who are actively involved in politics might think that Belarusian is the language of educated intellectuals residing in the capital. But table 2 reveals quite the opposite. So, Belarusian-speakers are elderly and poorly-educated people who live, for the most part, in rural areas. The analyzing of reasons for that is beyond this article's theme. However, the absurd situation is easily explained: Belarusian-speaking citizens support the President and oppose Belarus' sovereignty due to their poor education, rural residence and old age rather than the language they use. Social and demographic characteristics prove to be more important than the language factor. However, this conclusion has been reached by Belarusian democratic parties, too, who address the Russian speaking capital rather than the country – the cradle of the national language and culture. 

So, political preferences largely depend on social and demographic characteristics. However, all above does not mean that the national idea has little to do with the population's political views. On the contrary, some elements of this idea have a significant impact on political preferences of the population. 

As the results of IISEPS opinion poll show, answers to the question «What should relations between Belarus and Russia be like?» were the following: 34.5% of the pollsters want friendly relations between two sovereign countries, 27.5% say that Belarus and Russia should unite in one state, 1.5% hold the idea of a confederation, 1.2% prefer a federation, 26.2% chose a union of two states. In addition, 49.9% want the restoration of the USSR and 25.5% do not want it. So, the supporters of Belarus' sovereignty constitute a minority yet a substantial one: from one fourth to one third of the population. 


Table 2



The correlation between the language a person uses for day-to-day communication and his main social and demographic characteristics, %





Language used for day-to-day communications




Belarusian
Russian
both
mixture



Age







16-19
2.5
13.1
6.5
4.3



20-24
4.3
14.1
9.6
5.2



25-29
3.2
12.2
11.2
6.6



30-39
13.7
24.0
21.3
14.7



40-49
17.1
17.5
20.6
16.7



50-59
29.5
10.0
13.2
19.2



over 59
29.7
9.0
17.8
33.3



Education







Less than 4 grade
35.1
2.4
9.3
24.0



Less than 8 grades
19.9
13.5
15.1
19.6



Secondary education
29.7
34.6
42.1
37.8



Professional secondary education
8.6
26.6
18.1
14.3



university
6.7
22.9
15.5
4.3



Place of residence







Ìinsk
11.6
25.5
18.8
4.7



Region centers
8.6
26.6
18.0
4.7



Bigger towns
3.9
18.4
14.7
7.0



Smaller towns
9.5
19.7
15.8
24.5



Villages
69.7
9.0
32.8
56.2



* Òàble 2 is also read by columns. Each column represents social and demographic characteristics of one language group.


The values of economic freedom and democracy are closely connected in people's minds with the idea of Belarus' state independence. As we can see, the differences are substantial. 

The supporters of Belarus' sovereignty support President Lukashenko much less than their opponents who miss the Soviet times and are prepared for the unification in one state with Russia. Those who stand up for Belarus' sovereignty also support market economy and private ownership. Among the supporters of sovereignty, the proportion of those who like both Western values and practical policies is higher. In other words, the proportion of those who prefer freedom is much higher among the supporters of Belarus' sovereignty than among their opponents. 

Furthermore, analysis of opinion poll data indicates a weak yet substantial feedback: although the supporters of sovereignty form a minority, it includes most pro-market and pro-democracy pollsters. 

Among those who like President Clinton and want Belarus' joining the EU and NATO, the proportion of pro-USSR respondents is slightly higher. However, the situation with other responses is quite the opposite. 

This proves that there is a juxtaposition between the supporters of state sovereignty and those who support democratic values. Due to this, the political division in Belarus is easy: all democratic parties in greater or lesser degree support Belarus' sovereignty while all left and Communist politicians and organizations stand up for the restoration of the «superpower». Despite all peculiarities of the Belarusian political party situation, it still reflects the structure of public consciousness. 

When the President says that all democrats are nationalists, he is right to some extent. However, this nationalism proves to be a mask which hides social and ideological contradictions. This is nationalism of youth and educated urban population which opposes the orientation of rural elderly population at integration with Russia. So, this is Belarusian nationalism which speaks Russian. 

The fact that a substantial part of the promoters of the Belarusian national ideas, probably, most of them, speak Belarusian, does not contradict the above statement. «The Belarusian nationalism which speaks Russian» is a sociological phenomenon which can be discovered only if the whole society is considered. 

This phenomenon is even more surprising as the orientation of the society could be different: the values of free economy and democracy could be in line with a desire to unite with democratic Russia. There is much more freedom and market economy in Russia than in Belarus. In addition, Western examples and values from political and economic doctrines to fashion trends often come to Belarus through Russia. However, in reality those who support values of freedom do not want to live in the same state with Russia, although most of them speak Russian. 

Indeed, the national idea which speaks a «foreign» language is more than an unorthodox model. It contradicts traditional models of national development. Many consider it as a challenge or an insult. Applied to Belarus, it has one clear advantage: it reflects the actual situation in the society.

MARKET CONSCIOUSNESS AND NON-STATE ECONOMIC ACTIVITIES 

By Dr. Igor Pelipas

In the previous issues of our bulletin we several times underscored that the population's involvement in non-state economic activity has a significant impact on people's economic consciousness and the formation of market stereotypes. It's non-state economic activities that naturally influences pro-market preferences of the population. But data of opinion polls show that market consciousness' formation is a complex and controversial process. People who say that they support market economy, often do not share basic market principles. Let's consider data of the nation-wide opinion poll conducted by IISEPS in November-December 1997 (a representative sample of 1,499 people were polled, the possibility of an error was 3%). 

As table 1 shows, approximately one third of the pollsters prefer free market economy. But only slightly more than 9% of respondents stand up for free price-formation. This indicates an obvious misunderstanding by the majority of the population of the basics of market economy which is generally a self-regulating system with clear-cut ownership rights. There is no need to prove again that administratively set prices deprive economic subjects of unbiased information on the situation in the markets, on one hand, and practically cross out the right for private ownership, on the other hand. Looking back at table 1, it should be noted that despite many pollsters supported market values, their responses were inconsistent and, consequently, only slightly more than 4% gave pro-market answers to all questions. 


Table 1



Market values of the population, %



1. Prefer market economy with little participation of the state
32.8



2. Prefer high yet not guaranteed wages
38.0



3. Prefer a wide choice of goods at free-set prices 
83.9



4. Believe that prices should be set freely
9.5



5. Consider private ownership to be the most effective
45.5



6. Admit free buying and selling land
51.3





Gave affirmative answers to all questions
4.2







The data of the table represent the general tendencies among the pollsters. Similar analysis conducted in different social and demographic groups shows that younger and more educated people have a more consistent understanding of market economy. However, the number of those who stand up for all market values is not bigger than 10%. 

Now we will try to prove that participation in non-state economic activities is an important factor influencing the pollsters' answers, too, despite the significant differences in age and education. 

We based our analysis on questions from table 1 proceeding from the assumption that a market-oriented person should give affirmative answers to all six questions. Similarly, all negative responses of a person should indicate his definite anti-market orientation. Of course, different combinations are possible which reflect both market and anti-market stereotypes. The degree of pro-market orientation of a population group can be expressed by the proportion of those who gave more positive than negative answers. Respondents who gave the same number of positive and negative answers form an intermediate group which is not taken into account. 

The results of the calculation are presented in figures 1 and 2. All pollsters were divided in two groups – those who have participated in non-state economic activities and those who have not. Then they were distributed within their sub-groups based on their answers to the six questions. Positive figures on each graph represent the pollsters who gave more positive answers than negative ones and vice versa. Zero represents those respondents who gave the same number of positive and negative answers. 

      As you can see, the degree of pro-market orientation of those pollsters who have participated in non-sate economic activities (k1 and k2) is higher in the sample as a whole and in all age groups. It is especially noticeable in older age groups (see k1:k2).  So, age is  not the most important  factor determining economic values of the population. Of course, younger people more readily adopt values of market economy and better understand its principles. But actual participation in non-state economic activities proves to be a more important factor. 

Figure 1. The relationship between non-state economic activities and economic 

views of the population for different age groups
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Note: dark columns represent the respondents who have participated in non-state economic activities, light columns represent those who have not;

k1 is the number of those participants in non-state economic activities who gave more positive than negative answers to the questions from table 1;

k2 is the number of those respondents who have not participated in non-state economic activities and gave more positive than negative answers to the question from table 1; 

Figure 2. The relationship between non-state economic activities and economic views of the population for different education groups










Note: dark columns represent the respondents who have participated in non-state economic activities, light columns represent those who have not;

k1 is the number of those participants in non-state economic activities who gave more positive than negative answers to the questions from table 1;

k2 is the number of those respondents who have not participated in non-state economic activities and gave more positive than negative answers to the question from table 1.

A similar situation has been observed in different groups of the population based on education. In any education group the participants of non-state economy demonstrate clear and more consistent pro-market views. 

We believe that these data contain important information on economic views of the Belarusian population and their correlation with actual participation in non-state economic activities. Participation in non-state economy not only has a significant impact on the formation of pro-market values but also helps to obtain consistent and logical ideas on the functioning of the market system. Active participants in non-state economy who possess a new type of economic consciousness form a group of potential supporters of liberal economic reforms. They learn market economy in real life rather than in class. The economic development of Belarus depends on the maximum use of these people's potential and the support for the non-state sector of the economy. 
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