WELFARE SECTOR IN BELARUS: CONSISTENT PUBLIC POLICY IN
THE BUDGET SPHERE?"
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For a long time the Belarusian authorities characterized their national and
subnational budgets with a welfare orientation. Every year before the republican
budget adoption the Belarusian parliament declared about its welfare priority. This
brief note focuses on two questions: (i) what tendencies of social budgetary policy can
be observed in the time of economic recession and (ii) how consistent was the welfare
orientation of the central and local budgets in practice.

Sources of welfare spending in Belarus

In recent years, development of the Belarusian welfare sector (health care,
education, physical culture, sport, culture, mass media and social policy) was
characterized by significant growth. During 2005-2014 the personal income per capita
has increased in nominal terms by 13.9 times, expenditures on final consumption have
raised for 10.7 times and GDP per capita in 12.2 times.

However, the growth of these indicators was promoted not so much by structural
reforms and economic modernization with compliance of market rules, but more by
exporting Russian cheap oil based products in the EU countries. It had brought big
"profits” for the Belarusian economy in the form of customs duties and filled up the
national budget with tax revenue from foreign economic activity. In the last decade
share of customs duties in the national (republican) budget revenues has increased from
7.9 up to 14.4 percent, and in 2011 and 2012 it was respectively reached 28.0 and 26.8
percent. In addition, injections in the form of loans from international financial
organizations and other fraternal countries have pumped the budget of Belarus.

The main actors of Belarusian welfare policy are the state and governmental
organizations. The non-governmental organizations having innovative potential are
seldom attracted as partners. Despite of rather developed welfare system, the
interaction of the state with other entities is governed by the principles of the Soviet
period when the state was both the decision-maker and the main implementing actor.

Welfare expenditures: increasing share of local budgets

Welfare sector funding is provided by the national and local government budgets,
only. Dynamics of welfare expenditures in the period from 2010 to 2015 shows, that
the structure of welfare spending moved towards the subnational budgets: in 2010 the
subnational budgets covered 69.0 percent of welfare expenditures, while in 2015
already 79.2 percent (Figure 1.). During 20102015, the average annual increase of
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welfare expenditures in the national budget was 2.03 percent and in subnational
budgets 4.5 percent.

Figure 1. Dynamics of welfare sphere covered by the national /central and
local budgets for 2010-2015 (in percentage)
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Source: Data of the MoF of the Republic of Belarus reports

In 2014 welfare sector expenditures have captured more than 20 percent of the national
(central) budget and nearly 50% of subnational ones and their shares in GDP reached
3.5 and 8.6 percent, respectively (Figures 2 and 3).

Figure 2. Share of welfare branches expenditures in national / central budget and to GDP (percentage)
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Source: Own author’s calculations on the basis of the Ministry of Finance of the Republic of Belarus reports.

As Figure 2 shows, the greatest share of national budget welfare expenditures is on
social policy, the second is education. Public education expenditures are the largest in
the subnational budgets, followed by health care expenditures.However, a comparative
analysis of welfare expenditures to GDP shows that Belarus is still far from the
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European and international standards. According to the public expenditures review of
Belarus prepared by the World Bank experts in 2013, the health care expenditures (5.4
percent) were lower than in the ten new EU countries.? For example, in Lithuania 7
percent of GDP are spent for health care. At the same time, according to the World
Health Organization, Belarus is at the 105th place of the 190 countries ranked by the
level of health care expenditures to GDP.

Figure 3. Share of welfare branches expenditures in the subnational budgets and to GDP (percentage)
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It is important to note that the welfare expenditures are not equally developed in
the subnational (oblast) budgets. In 2014, the share of expenses on welfare was the
smallest in the budget of Minsk city (37.96%) and in the Minsk oblast (48.34%), while
the highest in the Vitebsk oblast (54.7%). This can be explained not so much by
diverse local budget preferences, but by the oblasts’ revenue potentials. In Minsk city,
in the Minskaya oblast there was a rather strong revenue base for covering the standard
welfare costs. Therefore these oblasts had an opportunity to re-direct the remaining
revenues to other areas, such as housing and communal services, housing construction,
law-enforcement activity, maintenance of order, etc.

Financial efforts in welfare spending

Government’s financial efforts and welfare security have become central issues
recently. Elasticity coefficient® of expenditures on welfare services on total budget

2j. e. Member States which acceded on 1 May 2004 to the European Union.

% El ex (rv) = In(e2/el)/ In(r2/r1), where: El ex (rv) — Elasticity of welfare branch expenditures caused by

the total budget revenues; e 1, e2 — expenditures at the moment of time t 1 and t2, accordingly ; r1, r2 —

revenues at the moment of time t 1 and t2, accordingly; In — consumer prices index. At an original

interpretation of elasticity coefficient there is a consumer price index. It is necessary for adjustment on

inflation. However, because this index is corrected both on formula numerator, and on denominator, it
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revenues shows how consistent the budget priorities are in the welfare sector (Figure
4).

Figure 4 Elasticity coefficient of total welfare expenditures caused by the national budget revenues
and subnational ones for 2010-2015
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Source: Own author’s calculations on the basis of the Ministry of Finance of the Republic of Belarus reports.

Our analysis shows that for this period government welfare policies both in the
central and in the subnational budget were inconsistent and often changeable. In the
national budget, in 2010 all welfare expenditures had a high priorities. However, in
2011 this policy failed, then the situation got better in the following year, and in 2014
and 2015 failed it again. If we take an elasticity coefficient for welfare expenditures in
the subnational budget revenues, then it is possible to find a different trend: cutbacks in
2010, 2011 and in 2013, but increase in 2012, 2014, 2015.

The reason why elasticity coefficients of welfare expenditures are different both at
national level and subnational one is that expenditure functions for these levels are
different. For example, if we take education, the universities and higher educational
institutions are funded from the national budget and the primary and secondary
schools, pre-schools from the rayon local budgets. In health care, the special medical
centres are funded by the national budget and the regional, interregional hospitals are
by oblast (local) budgets.

Declining welfare service performance

Despite regular government promises to make budgets socially-focused, the welfare
policy remains unstable. As our assessment proved, during the last five years the
Belarusian governments’ efforts in welfare spending showed instability, frequent
variations and they were inconsistent with the declared policy goals.

does not get impact on calculation result of elasticity coefficient. It is possible to accept index for 1,0 or
eliminate this index in calculations at all.
11



PUBLIC GOODS & GOVERNANCE 2016. Vol. 1. No. 3

Due to the economic recession the government was not able to keep the share of
welfare expenditures to GDP at the level of the last five years. Most of the welfare
service indicators decreased. In health care, the number of hospitals was reduced from
657 to 636 between 2012 and 2015. There was a reduction of hospital beds from 106.6
thousand to 80.7 thousand. Instead, the out-patient treatment has been developed from
2,263 out-patient organizations (2012) to 2,352 ones (2015).

In the Belarusian education there was a similar situation. According to the official
statistical data the number of preschool educational establishments in 2012/2013
academic year was 4,064, in 2015/2016 year their number was reduced to 3,951.
However, in the same period the number of enrolled children increased from 398
thousand up to 409.8 thousand. In the 2012—2015 period the number of the primary and
secondary educational establishments was reduced by 349 from 3,579 to 3,230. But
despite reduction of schools, number of pupils has increased: from 928.2 thousand
pupils to 969.1 thousand. During previous four academic years in Belarus two
universities were closed and now only 52 are functioning. The number of the students
has decreased by 92 thousand, from 428.4 thousand to 336.4 thousand.

Thus, national welfare budget was not in line with the announced policy objectives.
The Belarusian government could keep its health care and public education priorities in
the local budgets only.
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