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Abstract

The forced internationalization of Belarusian businesses in the wake of political repression
since 2020 and the war in Ukraine presents a unique case study in economic diaspora de-
velopment and institutional alignment. The flight of hundreds of businesses and thousands
of skilled professionals to European Union host countries is a critical factor shaping both the
immediate host economies and the long-term prospects for Belarus. While existing studies
document the scale and challenges of this economic emigration, there remains a significant
gap in understanding the institutional and market values held by these relocated business
owners and their alignment with the EU’s established economic framework. Leveraging a
novel dataset derived from a comprehensive survey of 114 valid Belarusian-rooted business-
es operating in the EU, supplemented by World Values Survey, GEM data for Belarus, and
business surveys conducted in Belarus before 2020, this paper aims to fill that gap and
quantify the values, entrepreneurial orientation, and integration patterns of Belarusian-root-
ed businesses operating in the EU. The findings suggest this diaspora should be viewed less
as traditional economic migrants and more as a distinct cohort demonstrating strong value
alignment and acting as an agent of deeper European integration. This empirical foundation
enables the analysis to move beyond anecdotal evidence and assess the precise nature of
their integration and potential future influence.
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1. Introduction

The development of a strong private sector is essential not only for economic growth but
also for safeguarding sovereignty and advancing democratic transformation of transition
economies and Belarus in particular (BEROC, 2023a). A vibrant private sector naturally diver-
sifies the economy, reduces reliance on state monopolies, and limits vulnerability to external
political pressure (World Bank, 2012). Building innovative, globally connected companies is
the most effective route to economic self-sufficiency. At the same time, entrepreneurial val-
ues - autonomy, accountability, initiative, and horizontal cooperation - form a foundation for
democratic culture (Audretsch & Moog, 2022; Panasevich et al., 2024).

In Belarus, the more than 10-year liberalization of the business environment enabled the
private sector to become the most dynamic part of the economy, surpassing the contribu-
tion of state-owned commercial enterprises to exports and GDP by 2020. In 2020, private
businesses became increasingly socially and politically active - first in response to the pan-
demic, and later during the 2020 presidential election campaign and subsequent protests
(Bornukova & Friedrich, 2021). The ensuing political crisis, marked by widespread repression
and the systematic dismantling of civil society, has precipitated an exodus of human and
entrepreneurial capital unprecedented in its scale and nature (Luzgina & Koreivo, 2023).
Confronted with an untenable domestic environment wherein private business became syn-
onymous with political risk, entrepreneurs have had to adjust to reactionary government
measures, navigate the impact of international sanctions on Belarus, and contend with the
repercussions of Russia’s invasion of Ukraine. Many forward-looking and globally oriented
entrepreneurs have relocated their operations, talent, and aspirations to neighboring EU
member states, primarily Poland and Lithuania (Marozau & Danilchuk, 2024).

This study argues that the Belarusian business diaspora’s decision to relocate and aggres-
sively expand within the rigorous EU market, coupled with their proactive embrace of liberal
principles, highlights their unique potential as agents of future transformation for Belarus.
This community is framed not as a passive recipient of aid or a mere subject of migration
policy, but as a potent cohort of active agents who seek to build, innovate, and compete.
This makes the business diaspora a vital political and cultural bridge, poised to facilitate
Belarus’s future convergence with European social and economic norms. This potential has
yet to be fully comprehended or leveraged by EU policymakers. Amid global turbulence, the
situation of Belarusians and Belarusian businesses should be considered not solely within
domestic political debates in neighboring EU states but within a broader regional strategic
framework. In this regard, by constructing a comprehensive portrait of the Belarusian busi-
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ness community in the EU, the study endeavors to shift the policy discourse from abstract
discussions of Belarus’s potential European integration toward a more evidence-based and
tangible perspective. The central argument posited is that the EU has inadvertently become
the custodian of a substantial portion of Belarus’s future economic potential. Recognizing,
nurturing, and integrating this asset is not merely a matter of sound migration policy; it con-
stitutes a strategic imperative for fostering a democratic and prosperous future in the EU’s
Eastern Neighbourhood.

This study addresses four primary research questions:

1. What is the quantitative and qualitative profile of the Belarusian business diaspora in
the EU with respect to its scale, sectoral composition, origins, workforce structure, and
performance outlook?

2. What are the principal barriers and challenges these enterprises encounter in their
efforts to integrate into the EU’s market?

3. To what extent do the fundamental economic values and market principles of Belaru-
sian entrepreneurs align with the core tenets of the European Union’s market econo-
my?

4. What strategic policy actions can European Union institutions and host-country gov-

ernments undertake to mitigate the identified challenges and leverage this diaspora as
a pivotal asset for the future economic and social transformation of Belarus?
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2. Methodology

This study employs a mixed-methods approach to facilitate a comprehensive and multifac-
eted analysis. The study is based on a quantitative analysis of a unique, proprietary survey
dataset containing responses from top managers and owners of Belarusian-rooted busi-
nesses operating primarily in the European Union. This survey, conducted in 2024, furnish-
es an unprecedented quantitative baseline, detailing the firms’ characteristics, challenges,
outlook, and underlying values. This quantitative foundation is subsequently enriched, con-
textualized, and interpreted through a systematic synthesis of key qualitative and policy
studies published between 2021 and 2024. By integrating the “what” of the quantitative
data with the “why” and “how” of the qualitative literature, this study offers a uniquely ro-
bust and nuanced analysis. This methodology permits not only the identification of statistical
trends but also an understanding of the human experiences and motivations that underpin
them, culminating in findings that are both empirically sound and deeply contextualized.

To answer research questions, information on the current state, challenges, and develop-
ment prospects of Belarusian-rooted businesses operating in Europe was collected in two
stages. The first stage involved the collection and analysis of data on Belarusian companies
active within the European region. Sources included data aggregators drawing from public
and private business registers, open-source online publications, social media and messaging
platforms, as well as information provided by business associations, professional clubs, and
Belarusian diaspora communities abroad. Given the relatively limited number of such enter-
prises - estimated at approximately 10,000 across Central and Eastern Europe - and the
fact that around 80% were established following the 2020 presidential elections in Belarus,
constructing a representative survey sample presented a considerable challenge. A key de-
terminant of response rates was the level of trust: amid ongoing repression by Belarusian
authorities against entrepreneurs and the pressure exerted on BEROC and its staff, compa-
nies’ willingness to participate in the survey was largely contingent upon their confidence in
the integrity of the research initiative.

In the second stage, a custom-made online questionnaire was disseminated among Belar-
usian entrepreneurs and top managers, who led businesses operating abroad. Communi-
cation with respondents was conducted through targeted outreach based on databases
compiled from registry information aggregators, as well as through business associations
and professional networks, some of which served as intermediaries. Direct contact with
business representatives was also employed where appropriate. As a result, 114 completed
questionnaires were obtained from founders and executives of Belarusian companies oper-
ating in Europe. The composition of the sample encompasses all key sectors in which Belar-
usian-rooted businesses are represented.
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3. From economic emigration to forced
internationalization: a historical review

The pre-2020 context: gradual Europeanization

Before 2020, Belarusian business migration was a persistent yet measured phenomenon,
impelled primarily by economic logic rather than political necessity. For decades, entrepre-
neurs contended with structural impediments in the domestic market, including recurrent
economic and financial crises and the narrowness of the domestic market, which served as
constant push factors for international expansion (Krasko & Daneyko, 2022). Despite operat-
ing within a state-dominated economy where regulations could be arbitrarily rewritten (lvy,
2013), the private sector demonstrated remarkable dynamism and growth. This environment
inadvertently cultivated a resilient and innovative class of entrepreneurs, adept at navigating
uncertainty and creating value within a non-market system (BEROC, 2023b). By 2020, their
endeavors had yielded visible results: the private sector’s contribution to Belarus’s GDP had
surpassed that of state enterprises, accounting for 55% of the total. The share of private
companies’ exports in total goods and services nearly doubled from 27.4% in 2012 to 51.4%
in 2019, showcasing their escalating competitiveness and global orientation (Daneyko et al.,
2020). This period was characterized by a gradual, voluntary Europeanization, as businesses
strategically pursued access to larger markets, more stable legal frameworks, and new tech-
nologies. Moreover, many Belarusian companies were born-global (Vissak & Zhang, 2016)
and considered the domestic and even Russian market as a launch pad for further expansion
to the developed technological markets (Marozau et al., 2021). The migration was selective
and planned, representing a natural evolution for an increasingly sophisticated private sec-
tor.

The 2020 inflection point

The political crisis following the August 2020 presidential elections signified a violent rupture
with the past, fundamentally altering the nature and drivers of business migration (Bornuko-
va & Friedrich, 2021). The subsequent crackdown, characterized by legal and physical pres-
sure on private enterprises perceived as disloyal, transformed emigration from a strategic
choice into a “survival strategy”. This shift precipitated two distinct waves of what may be
termed “forced internationalization.” The initial wave, spanning 2020-2021, was composed
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largely of individual entrepreneurs and specialists, particularly from the highly mobile IT sec-
tor, who fled direct political persecution, arbitrary arrests, and an increasingly hostile busi-
ness climate (Krasko & Daneyko, 2022). A second, larger wave commenced after February
2022. Russia’s full-scale invasion of Ukraine, facilitated by the Belarusian regime, triggered a
cascade of international sanctions and severe reputational damage. Consequently, Western
clients began severing ties with Belarusian companies, rendering it impossible for export-ori-
ented businesses to continue operating from within the country. This development expand-
ed the scope of relocation from individuals to entire companies, which were now compelled
to move not only to protect their staff but also to preserve their client base, supply chains,
and access to the global financial system. The choice was no longer between remaining and
departing, but between relocating the enterprise or witnessing its collapse.

Scale and scope of the exodus

The post-2020 exodus represents one of the most significant movements of human and
entrepreneurial capital in the region’s recent history. The magnitude of this migration, doc-
umented across multiple studies, is staggering. It is estimated that over 300,000 Belaru-
sians have emigrated since 2020, with Poland emerging as the primary destination, having
issued 255,600 first residence permits alone (Luzgina & Koreivo, 2023). Crucially, this was
not a random cross-section of the population; an estimated 87% of these emigrants possess
a higher education degree, signifying a substantial brain drain for Belarus (Lvovskiy et al.,
2025). This constitutes a devastating loss of the very demographic required to drive inno-
vation, economic modernization, and future growth. This human exodus was mirrored by a
corporate one. Between August 2020 and June 2022, at least 2,100 companies relocated
fully or partially to the EU, with Poland and Lithuania absorbing 90% of this flow (NaUrodski,
2022). By September 2024, the number of companies with Belarusian capital operating in
Poland had surged to 7,169, marking a 20% increase over the preceding year, while Lithuania
had experienced a decline - from 850 in 2023 to 564 in 2024 (Marozau & Danilchuk, 2024).

The migration of Belarusian businesses disproportionately comprised the vanguard of Belar-
us’s modern economy, serving developed high-tech markets. The IT sector, a key driver of
pre-2020 growth, was most severely affected, with globally recognized startups such as Flo
Health, PandaDoc, and Wargaming relocating their operations (BEROC Research Lab, 2024).
This selective outflow indicates that the diaspora now concentrated in the EU is not a mere
sample of the Belarusian economy, but rather a concentration of its most valuable, innova-
tive, and forward-thinking entrepreneurial assets.

While relocation in 2020-2022 was often rapid and reactive, more recent movement has
become deliberate and structured. Consequently, the development of Belarusian-rooted
businesses in the EU remains one of the foci of international organizations and stakeholders
supporting the democratic movement of Belarusians, rather than policymakers and business
support organizations in recipient countries.
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4. Profile of the Belarusian business
diaspora in the EU

Scale, geographic, and sectoral distribution

The survey sample reflects the heavy geographic concentration of the Belarusian business
diaspora on the EU’s eastern flank, establishing their primary country of operations in Poland,
followed by Lithuania (ZPP, 2023). Their appeal stems from a confluence of geographic prox-
imity, cultural familiarity, and proactive (at least initially) government relocation programs,
such as the Poland Business Harbour initiative, which was specifically designed to attract IT
specialists and companies from the region (BEROC Research Lab, 2024).

As shown in Figure 1, Poland clearly dominates in the sample, serving as the operational base
for 61% of the surveyed firms. The remaining surveyed companies are evenly distributed
across several locations: the United States (10%), Belarus (10%), Lithuania (9%), and other
countries (10%). This suggests a pattern of moderate diversification beyond Poland, with
continued relevance of the country of origin (Belarus), regional proximity (Lithuania), and
emerging global reach (USA and other jurisdictions). Overall, while Poland remains the cen-
tral hub, a notable share of businesses is spread across both neighboring and transatlantic
contexts.

In the survey sample, 62% of firms are micro-enterprises, 30% are small enterprises, 7% are
medium-sized enterprises, and only 1% are large enterprises (Figure 2). These figures under-
score that most firms are lean and agile operations, often characterized by limited staffing
and high flexibility, including readiness for further relocation. This distribution reflects that
the relocation wave predominantly consisted of micro- and small-sized enterprises, as larger
firms typically encounter significantly greater logistical, financial, and legal barriers to trans-
ferring their operations abroad. Furthermore, the dominance of micro and small enterprises
suggests the emergence of a dynamic business ecosystem, wherein smaller firms demon-
strate a heightened capacity to adapt swiftly to new market environments.

Nearly half (44%) of surveyed firms operate in the broad Services & Trade sector, covering
consulting, education, logistics, finance, and other service industries - illustrating the ver-
satility of Belarusian businesses abroad (Figure 3). The ICT sector dominates the sample,
representing 37% of firms, which reflects both its mobility during the relocation wave and its
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central role in the knowledge economy (BEROC Research Lab, 2024). The remaining 19% are
active in Manufacturing & Construction, signaling continued investment in production-ori-
ented activities despite higher infrastructure demands.

The majority of surveyed firms were established recently, reflecting a wave of new entre-
preneurial activity among Belarusian-rooted businesses abroad (Figure 4). According to the
survey, 83% of firms were registered between 2020 and 2025, with 49% founded during
2020-2022 and an additional 34% during 2023-2025. Only 12% of firms were founded in
the 2011-2019 period, and a mere 5% date back to 2004-2010. This age structure points
to a predominantly young business cohort, likely shaped by recent political, economic, and
migration dynamics. The recency of firm registration may also reflect the accelerated inter-
nationalization and re-establishment of Belarusian entrepreneurs in new host countries over
the past five years.

While the survey shows a strong ICT concentration, broader registry data indicate that sec-
tors such as trade, logistics, and construction make up a larger share of all Belarusian-owned
firms in countries like Poland. This implies some sampling bias toward tech-oriented net-
works but still captures the most dynamic and internationally integrated part of the Belar-
usian business diaspora. Nonetheless, it accurately captures the profile of the most visible,
dynamic, and globally oriented segment of the relocated business community. Some busi-
nesses operate across multiple sectors and thus selected more than one category in the
survey.

® Poland @Belarus @ Lithuania @ USA @ Other @ Micro @ Small @ Medium Large

0,9%

Figure 1. Primary country of operations for Figure 2. Size of surveyed Belarusian
surveyed Belarusian businesses businesses
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e ICT ® 2004-2010 @ 2011-2019

° Manyfacturing and Construction © 2020-2022 @ 2023-2025
e Services and Trade

Figure 3. Surveyed Belarusian Figure 4. Surveyed Belarusian
businesses by sector businesses by year of foundation

Source: Analysis of survey data

Origin and labor composition

An even more notable pattern emerges in the distribution of firm origins: nearly half (49%)
of the companies were new local startups that were established from scratch in the current
primary jurisdiction (Figure 5). Meanwhile, relocated firms - those that operated in Belarus
and have fully or partially moved - make up 42% of the sample. Only 6% continue to operate
in Belarus while opening branches abroad. This distribution underscores a shift toward local
entrepreneurial formation, suggesting that the diaspora is not merely transplanting existing
structures but actively generating new ones. The nearly even presence of relocated and
new local startup firms reflects a dual pathway: one of continuity and adaptation, and an-
other of innovation and reinvention.

Analysis of workforce composition reveals a heavy reliance on Belarusian talent, both from
recent relocations and the existing local diaspora (Figure 6). A breakdown of firms by the
share of Belarusian employees highlights this trend.

Among the companies analyzed, 36% report a medium to high share (41-100%) of employees
from the Belarusian diaspora, and 26% report similarly high levels of relocated Belarusians in
their teams. In contrast, only 12% of companies report a medium to high share of employees
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from other countries, and just 9% report the same for local employees (e.g., Lithuanians in
Lithuania or Poles in Poland). This pattern reflects the fact that many of these businesses
are still relatively small and founder-driven, with hiring networks often rooted in trusted
Belarusian professional circles. However, as these companies grow and mature, many may
begin to prioritize specialized skills and experience over nationality, leading to more diverse
and internationalized teams over time. In their current phase, however, Belarusian-led firms
continue to play a crucial role in employing and integrating Belarusian talent across EU labor
markets (Lvovskiy et al., 2025).

® Operatesin Belarus+Local Branch

® Relocated @ New local startup Others
12%

27%
88%

Belarusian Relocated From other Local
diaspora  from Belarus  countries

® <40% ® 1>40%
Figure 5. Origin of surveyed Belarusian Figure 6. Staff composition of surveyed
businesses Belarusian businesses

Source: Analysis of survey data

Business future outlook

Although the survey did not capture retrospective performance indicators such as revenue
or profit growth, the forward-looking data paints a clear picture of optimism and a focus on
expansion. An overwhelming majority of the surveyed companies - 75% - identify business
expansion as their primary current focus (Figure 7). In contrast, 21% are focused on maintain-
ing the achieved level, and only 4% report a focus on business downsizing. This distribution,
which is mostly stable across broad sectors (Figure 9), marks a clear shift away from the sur-
vival-oriented mindset that characterized the early stages of relocation. Instead, it reflects a
growing confidence within the diaspora business community and a clear orientation toward
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growth, consolidation, and long-term investment in their new environments. In contrast, the
last sampled surveys of businesses inside Belarus documented that only about one-fourth
of companies planned to expand their activities (BEROC, 2023c). This comparison demon-
strates a more ambitious and growth-oriented posture of Belarusian businesses in the EU,
which may be attributed to a more predictable economic and business environment, as well
as access to larger markets. Only 18% of surveyed businesses reported that they consid-
ered relocation to other countries, with the highest share of 23% in the Manufacturing &
Construction sector. The popular destinations are from Lithuania to Poland and from Poland
to the USA.

This expansionary mindset is clearly reflected in hiring projections. A combined 64% of re-
spondents expect their number of employees to increase over the next year - 46% an-
ticipate a slight increase, while 18% foresee significant growth (Figure 8). 25% expect no
change, and only 10% anticipate a decrease in workforce size (6% a significant decrease
and 4% a slight one). Over 60% of firms in all three broad sectors plan to increase their staff,
with the Manufacturing & Construction sector projecting the highest staff expansion at 73%
(Figure 10). Furthermore, between 19% and 30% projects “No change,” meaning that minimal
firms (less than 5% in Services & Trade, and Manufacturing & Construction) are planning any
significant workforce reduction.

These indicators suggest that, despite the ongoing challenges of relocation and integration,
the Belarusian business diaspora is not in a defensive position. On the contrary, it is actively
pursuing growth, investing in capacity, and planning to create more jobs. This strong and
confident outlook signals both resilience and a deep belief in the community’s potential to
integrate, compete, and succeed in a market-based environment of the EU.
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@ Significant increase @ Slight increase
® No change Slight decrease
® Significant decrease

® Expansion

® Maintaining the achieved level

® Downsizing

Figure 7. Strategic focus of surveyed Figure 8. Hiring projection of surveyed
Belarusian businesses Belarusian businesses

Source: Analysis of survey data

® Expansion @ Maintaining the achieved level @ Downsizing

Manufacturing 77% 18% 5%
and Construction

ICT 71% 24% 5%

Services and Trade 74% 22% 4%

Figure 9. Strategic focus of surveyed Belarusian businesses by sector

Source: Analysis of survey data
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@ Significant increase @ Slight increase ® No change
Slight decrease @ Significant decrease

Manufacturing 239, 50% 27%
and Construction

o 19% 45% 19% A 2% |

Services and Trade 16% 46% 30% 4°/°M

Figure 10. Hiring projection of surveyed Belarusian businesses by sector

Source: Analysis of survey data

3. FROM ECONOMIC EMIGRATION TO FORCED INTERNATIONALIZATION: A HISTORICAL REVIEW 19



0. Navigating the European market:
challenges, responses, and support needs

Key barriers

The integration of Belarusian-rooted businesses into the EU single market is accompanied
by a diverse array of challenges. These include both conventional obstacles faced by small
and medium-sized enterprises (SMEs) and those that are more specific to the geopolitical
and legal circumstances surrounding the Belarusian diaspora. As the Belarusian-rooted busi-
ness becomes more established in new countries, issues of initial adaptation are becoming a
thing of the past. New challenges related to business process optimization, finding financing,
employees, and clients are coming to the forefront.

To capture these dynamics, the survey asked respondents to identify up to five key barriers
hindering their company’s growth and expansion. The results highlight the multidimensional
nature of the constraints these firms encounter.

The most frequently reported barrier is difficulty entering new markets, selected by 39% of
respondents (Figure 11). This is followed by high labor costs, particularly in terms of salary
expectations (30%), and disparities in treatment of companies with Belarusian origins (29%).
These three factors reflect a combination of structural and perception-based challenges
that affect firms’ ability to scale operations across borders.

Additional barriers relate to internal capacities and regulatory environments. A substantial
share of firms (25%) cited a lack of qualified personnel or management, while 23% noted dif-
ficulties related to the legalization of founders and employees in host countries. These issues
point to significant constraints in human capital and the administrative burdens associated
with cross-border employment and residency requirements.

Several other responses reflect typical market dynamics faced by SMEs. These include
strong competition (21%), low demand (20%), and high levels of economic uncertainty (19%).
While such factors are not unique to diaspora-led firms, they compound the existing difficul-
ties and reinforce the need for strategic adaptability.

A smaller yet non-negligible group of firms reported challenges with administrative and fi-
nancial systems. These include complex and time-consuming administrative procedures
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(12%), financial problems such as credit debt or delayed payments from counterparties (11%),
and high costs of borrowing (8%). Moreover, a minority of respondents highlighted concerns
related to changing legislation, including tax laws (5%), and broader macroeconomic insta-
bility, such as exchange rate fluctuations and inflation (4%).

Interestingly, 10% of respondents indicated that their firms do not face significant barriers,
suggesting that a portion of the population has either developed effective strategies to nav-
igate the host environment or benefits from sectoral or geographic advantages.

DIFFICULTY ENTERING NEW MARKETS

HIGH LABOR COSTS

DISCRIMINATION AGAINST BELARUSIAN COMPANIES
LACK OF QUALIFIED STAFF/MANAGEMENT
LEGALIZATION DIFFICULTIES FOR FOUNDERS/EMPLOYEES
STRONG COMPETITORS

LOW DEMAND

HIGH ECONOMIC UNCERTAINTY

COMPLEX ADMINISTRATIVE PROCEDURES

NO BARRIERS

FINANCIAL PROBLEMS

HIGH COST OF BORROWING

CHANGING LEGISLATION (INCL. TAX)
MACROECONOMIC INSTABILITY

0% 13% 25% 38%

Figure 11. Key barriers hindering their company’s growth and expansion

Source: Analysis of survey data

The analysis identified significant differences across sectors regarding the barriers compa-
nies encounter. Thus, for the Services & Trade sector, the top three barriers reported are:
“Discrimination against Belarusian companies” (36%), suggesting geopolitical factors con-
strain commercial activity; “Lack of qualified staff/management” (34%), highlighting a critical
human capital challenge; and “Difficulty entering new markets” (30%), indicating structural
hurdles in scaling operations. Within the ICT sector, the top three barriers for firms are: “Dif-
ficulty entering new markets” (45%), reflecting high competition and saturation in EU tech
markets; “Low demand” (41%), pointing to challenges in aligning offerings with global market
needs and securing contracts; and “High labor costs” (29%), which significantly impact prof-
itability and scalability in this service-intensive sector outside Belarus. For the Manufactur-
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ing & Construction sector, the top three barriers are highly concentrated: “Difficulty entering
new markets” (46%), underscoring high capital intensity and stringent regulatory require-
ments; “Legalization difficulties for founders/employees” (41%) highlighting challenges in
establishing presence and securing staff; and “High labor costs” (36.4%), a major operational
expense driven by the need for skilled and often unionized labor.

In general, the data reveals that market entry and operational costs are universal challenges,
with “Difficulty entering new markets” ranking in the top three for all three sectors. Howev-
er, the nature of barriers varies significantly across industries. The Services & Trade sector is
uniquely challenged by disparities in treatment, indicating political sensitivity and non-mar-
ket factors influencing their operations. In contrast, the Manufacturing & Construction sec-
tor faces major friction from “Legalization difficulties for founders/employees”, suggesting a
greater impact from regulatory instability and complexity. The ICT Sector grapples primarily
with “Low demand” alongside high EU operating expenses. These sectoral differences high-
light the necessity for tailored policy responses rather than blanket support measures to aid
Belarusian businesses in the EU effectively. These findings illustrate the dual burden faced
by Belarusian entrepreneurs in the EU: they must contend with the general pressures of
market competition while simultaneously addressing challenges linked to their legal status
and national origin.

A comparison with the internal Belarusian business environment reveals a stark divergence
in challenges. Before the socio-political crisis (2018), businesses inside Belarus struggled
primarily with internal fiscal instability, citing high tax rates and variable legislation (IPM Re-
search Center, 2018). By September 2023, the internal focus had become operational sur-
vival, driven by an acute lack of staff (due to emigration) and supply difficulties (due to sanc-
tions and closed borders) (BEROC, 2023c). In contrast, Belarusian businesses operating in
the EU face an acute geopolitical market penalty, where external obstacles like difficulty
entering new markets and explicit unequal treatment dominate, illustrating that managing
political association is now a primary operating cost outside the home country.

Despite the variety and complexity of these obstacles, the majority of entrepreneurs re-
main optimistic. Only 6% of respondents expressed the belief that external barriers are in-
surmountable and would likely lead to business closure. In contrast, 94% of respondents
view these challenges as manageable and surmountable, exceeding the record-high 90%
observed in Belarus in 2023. This widespread perception of resilience and adaptability sug-
gests that, while the barriers are significant, they do not preclude successful integration and
growth.
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Businesses' responses to challenges

The analysis of businesses’ responses to obstacles and risks indicates that, under external
pressure and operational complexity, businesses are focusing on two main strategic direc-
tions: optimization of internal processes and adaptation of product/market strategy. For the
overall sample, the primary priorities are “Searching for new business formats” (62%) and
“Improvement of business process efficiency” (62%) (Figure 12). The Manufacturing & Con-
struction sector is concentrated on searching for new business formats (77%). This indicates
that, facing the most severe challenges in market access and regulation, manufacturing
companies are actively restructuring their fundamental approaches to business to fit new
markets and niches. In the Services & Trade sector, the most popular measures are “Search-
ing for new business formats” (66%) and “Launching of new products/services” (66%). In
the ICT Sector, the clear leader is “Improvement of business process efficiency” (67%). Thus,
the focus in the ICT Sector is shifted towards internal efficiency to combat high labor costs,
whereas the Services & Trade sector concurrently seeks new markets, which is likely a re-
sponse to the problem of low market awareness and market entry difficulties.

IMPROVEMENT OF BUSINESS PROCESS EFFICIENCY

SEARCH FOR NEW BUSINESS FORMATS

LAUNCH OF NEW PRODUCTS/SERVICES 56,1%
EXPANSION INTO NEW EXPORT MARKETS
INTRODUCTION OF INFORMATION TECHNOLOGIES
EMPLOYEE TRAINING/RETRAINING 28,1%

STAFF REDUCTION

HIRING FREEZE

RELOCATION OF PART OF THE STAFF OR THE
ENTIRE COMPANY TO ANOTHER COUNTRY

SUSPENSION OR CANCELLATION OF
INVESTMENTS IN BUSINESS DEVELOPMENT

SALE OR LIQUIDATION OF THE BUSINESS
WITHDRAWAL OF OWNERS' FUNDS FROM THE BUSINESS

NO ACTION TAKEN 2,6%

0% 10% 20% 30% 40% 50% 60% 70%

Figure 12. What steps is your company taking to minimize the impact of emerging risks and
enhance competitiveness? (could be selected all that apply)

Source: Analysis of survey data
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The political and regulatory wishlist

When asked what would most help their company’s development, Belarusian businesses in
the EU expressed a strong consensus that political and legal normalization is far more rele-
vant than immediate economic aid or market-specific support. The top three most desired
accelerants all relate directly to the macro-environment and their reputation (Figure 13).

End of war in Ukraine (58.8%) as the highest-ranked factor underscores that the geopolitical
instability caused by the war is the single largest drag on their business, impacting every-
thing from security to market perception. Next, a high figure for “Restoration of the reputa-
tion of Belarus and Belarusians” (54.4%) directly confirms the finding regarding “Discrimina-
tion” as one of the crucial barriers. Businesses believe that recovering their national brand
image is essential to overcoming non-market barriers and fostering trust with EU clients and
partners. More than half of respondents mentioning the “Simplification of legalization proce-
dures for Belarusian-rooted businesses in EU countries” (53.5%) highlights the administra-
tive friction and costs involved in obtaining visas, residence permits, and registering entities.
While “Changing legislation” was a barrier, the strong demand for simplification stresses that
existing regulatory complexity is a primary block to efficient operation and growth, particu-
larly for sectors reliant on staff mobility (like ICT).

The data clearly indicates that, for the Belarusian business community in the EU, the devel-
opment pathway is not primarily economic - it is fundamentally geopolitical and administra-
tive. The highest-ranking factors are outside the control of individual companies and require
political resolution and regulatory simplification from EU member states. Less than a quarter
of respondents cited technical economic issues such as “Stability of legislation regulating
business activities” (21.9%) or “Reduction of interest rates on loans” (14.9%) as top priorities,
suggesting that their current capacity for growth is being throttled by political and migratory
issues, which must be addressed before market-based tools become effective.
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Figure 13. What would most help your company’s development at the moment? (could be selected
all that apply)

Source: Analysis of survey data

Support needs

Survey findings show that the most important support measures for business success, re-
gardless of location, are grant support (58%), networking with local entrepreneurs (50%),
and networking with fellow entrepreneurs (49%) (Figure 14). The responses show a clear split
between the capital-intensive Manufacturing & Construction sector and the service-orient-
ed ICT and Services & Trade sectors. The ICT Sector exhibits the strongest demand for net-
working support, with “Networking with local entrepreneurs” (74%) and “Networking with
other Belarusian entrepreneurs” (60%) being the top priorities. This indicates that, for the
mobile and competitive IT industry, the greatest need is for integration into the local EU busi-
ness ecosystem - finding partners, building trust and relationships. The Services & Trade
sector shows a more balanced reliance on grants and networking: “Grant support” (60%)
appeared the most desired measure. Other desired aids include “Networking with other Be-
larusian entrepreneurs” (48%) and “Support in product/service realization (online platforms,
exhibitions, etc.)” (42%). This suggests businesses in this sector are struggling with both
market access (hence the need for platforms and exhibitions) and the high cost of opera-
tions (driving the need for direct grant support). The Manufacturing & Construction sector
prioritizes financial support, demonstrating its higher dependence on capital and investment
for long-term projects compared to the service industries. Grant support (59.1%) is a leading
factor, followed by “Access to borrowed funding (loans, investments, etc.)” (50%), suggest-
ing that while loans are necessary, direct non-refundable support is still highly valued to

5. NAVIGATING THE EUROPEAN MARKET: CHALLENGES, RESPONSES, AND SUPPORT NEEDS 25



mitigate geopolitical risk.

These priorities underscore the significance of securing financial resources and building
strong professional networks to bridge the gap between Belarusian-rooted businesses and
the established EU environment. The high demand for grant support across all three sectors
(55% to 60%) highlights the widespread need for risk mitigation and capital to overcome rep-
utational hurdles and high operational costs without incurring further debt. The ICT and Ser-
vices & Trade sectors prioritize Networking with local entrepreneurs, confirming that their
primary obstacle is not a lack of product or skill, but rather a lack of trust and connectivity
within EU markets. The Manufacturing & Construction sector’s unique emphasis on access
to borrowed funding stresses a fundamental difference in capital structure, requiring solu-
tions focused on de-risking larger, longer-term debt and equity investments necessary for
production scale.

GRANT SUPPORT
NETWORKING WITH LOCAL ENTREPRENEURS

NETWORKING WITH OTHER BELARUSIAN ENTREPRENEURS

SUPPORT FOR PRODUCT/SERVICE PROMOTION
(ONLINE PLATFORMS, EXHIBITIONS, FAIRS, SHOWROOMS)

BUSINESS CONSULTING

MENTORSHIP SUPPORT

ACCESS TO LOAN FINANCING

ACCESS TO VENTURE FINANCING

EDUCATIONAL COURSES AND TRAINING PROGRAMS
ACCESS TO PREMISES / COWORKING SPACES

LANGUAGE COURSES

ACCESS TO SPECIALIZED EQUIPMENT
0% 10% 20% 30% 40% 50% 60% 70%

Figure 14. What types of support would be most important for the success of your business?
(could be selected all that apply)

Source: Analysis of survey data

The rise of diaspora business associations

The shared history of forced migration, new challenges, as well as the innate resilience and
adaptability of Belarusian entrepreneurs (Marozau, 2023), appeared to be prerequisites for
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collaboration, joint efforts, and the development of a sound ecosystem across Poland and
Baltic countries. The commitment to market principles has rapidly manifested in a practical
and institutional form: the proliferation of Belarusian business associations, clubs, and infor-
mal communities across the European Union (Krasko & Daneyko, 2023). This phenomenon
is new and crucial, as it represents the spontaneous development of civil society structures
that are atypical for Belarus and deeply characteristic of the EU’s decentralized business
environment (Greenwood, 2002). In post-2020 Belarus, the state tightened control over or-
ganized social and business groups, often limiting their function to compliance and informa-
tion dissemination rather than genuine advocacy or mutual support (Daneyko et al., 2021). In
stark contrast, the diaspora has, in a very short period, established functional, self-govern-
ing networks in host countries, which is a clear indicator of the diaspora’s capacity for dem-
ocratic practice. These organizations fulfill a critical function that the state in Belarus actively
suppresses: collective action and advocacy. By building peer-to-peer trust and creating for-
mal structures for cooperation, these groups actively substitute for the non-existent insti-
tutional trust and stability of their home country. They serve to mitigate the geopolitical risk
and unequal treatment faced by their members by providing networking opportunities, legal
and practical consultation, and, most importantly, trying to act as a collective representative
to local governments and EU institutions (Marozau, 2024). It demonstrates that these en-
trepreneurs are capable of deploying the democratic institutions - freedom of association,
voluntary collective action, and self-governance - to solve their shared challenges.
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6. Agents of transformation. The analysis
of value alignment

The resilience and expansionary goals documented in the survey analysis raise a funda-
mental question regarding the set of internal values that enables Belarusian entrepreneurs
to consistently pursue growth despite significant external political and administrative head-
winds (Marozau & Kosyak, 2022). This section shifts the focus from the external environment
to the seamless European integration and alignment of the business community, examining
whether their mindset is compatible with the foundational principles of the market econo-
my. The analysis is built on the premise that sustained success and effective integration are
impossible without a deep-seated commitment to core values such as competition, private
ownership, and self-reliance.

The evolution of pro-market values within Belarusian society highlights the decades-long
shift from state paternalism to individual responsibility and private initiative (BISS, 2021). The
analysis based on data from the World Values Survey and European Values Study (Daneyko
et al., 2023) shows that since the mid-1990s, Belarusians have steadily moved away from a
purely state-centric outlook (Figure 15) that increasingly aligns with European norms while
simultaneously diverging from its Eastern neighbors, Russia and Ukraine.

Support for private ownership increased from 24% in 1996 to 40% in 2018, while around two-
thirds of respondents consistently affirm that competition is beneficial. Equally important is
the rise of individual responsibility as a guiding principle: by 2018, 46% of Belarusians priori-
tized self-reliance over state welfare, representing a 30 percentage-point increase since
1996.

Private ownership of business should be increased vs. Government ownership of business should be increased

@ Belarus @ Czechia @ Russia Ukraine
90%
68%
66 %
45% 16%
- 42% A
36% 36%) 4 o
23% 28%) 30% 31% 334
4% 0% 22| 18%
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Competition is good vs. Competition is harmful
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Figure 15. Comparison of market-related values by country

Source: Analysis of the World Values Survey data

Although the Adult Population Survey by Global Entrepreneurship Monitor for Belarus re-
vealed notable differences in entrepreneurial values and perceptions between individuals in
Belarus who have started a business and those who have not (Figure 16), at the societal lev-
el, both groups converge in their views: entrepreneurship is widely regarded as a desirable
career path, and entrepreneurial success is associated with high social status (GEM-Belarus,
2025).
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Figure 16. Comparison of market-related values by country

Source: GEM-Belarus (2025)

Overall, the GEM results highlight that self-efficacy, risk orientation, and opportunity recog-
nition remain the key distinctions between entrepreneurs and the general population. At the
same time, broader societal attitudes toward entrepreneurship are widely shared (GEM-Be-
larus, 2025). These evolving economic, entrepreneurial, and pro-democratic values - rather
than explicitly political or cultural ones - served as unifying factors for Belarusian society
during the 2020 protests (Daneyko et al., 2023).

The combination of a long-term societal shift toward market principles and the unique psy-
chological profile of Belarusian entrepreneurs has profound political implications. In general,
previous research collectively positions the entrepreneurial class - and by extension, the
business diaspora - as a proactive, motivated, and democratically aligned segment of Be-
larusian society (Bornukova & Friedrich, 2021). Their strong preference for self-reliance over
state welfare, their belief in the benefits of competition, and their demonstrated risk tolerance
are not merely business characteristics; they are foundational democratic values centered
on individual agency and responsibility (Audretsch & Moog, 2022; Marozau, 2023). Unlike the
general population, which still tempers its market views with expectations of state-led redis-
tribution, entrepreneurs have clearly rejected paternalistic trade-offs, embodying a mature
commitment to the free-market principles (Urban, 2018) that underpin European economies.

Following these ideas, the embracement of the foundational principles of a liberal market
economy was tested using responses to sixteen items and compared to results obtained
from the business survey in Belarus in 2018 (Urban, 2018). Each survey item presented re-
spondents with a forced choice between two contrasting economic positions: one reflecting
a statist or interventionist approach, and the other embodying the principles of a free-market
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economy. Across the board, the responses demonstrate a strong and recurring preference
for the latter. While the intensity of this support varies across issues, the general pattern is
clear - Belarusian business leaders show a broad commitment to liberal economic norms.
Respondents who scored 1to 2 are marked on the chart as supporters of state regulation, 3
as undecided, and 4 to 5 as supporters of the market economy.

The comparison provides evidence that the Belarusian business diaspora operating outside
the country holds a stronger commitment to self-reliance, risk-taking, and core market prin-
ciples than business representatives operating inside Belarus just a few years earlier (Figure
17). The strongest consensus appears in key domains such as private ownership of small
enterprises, the regulation of labor relations through contractual freedom, and the impor-
tance of competitive market mechanisms. Respondents overwhelmingly support the idea
that property, including land and company shares, should be freely traded under transpar-
ent, internationally recognized rules. There is also strong opposition to state intervention in
pricing, favoring instead the self-regulating forces of supply and demand. Respondents also
reject the notion that uncompetitive firms should be propped up by state subsidies, favoring
instead a market-based test of viability.

At the same time, support for market-oriented principles surged among the diaspora com-
pared to 2018 in nearly every category. Most notably, the diaspora exhibits a near-unani-
mous commitment to private autonomy, supporting the idea that employment and wages
should be the subject of an employment contract (vs. state regulation) - 91%; sharing the
belief that small businesses should be privately owned and freely bought and sold - 89%;
supporting the free purchase and sale of enterprises (vs. state determination) - 90%, show-
ing a clear preference for transparent, global financial rules.

Purchase and sale @ Supporters of state regulation Undecided @ Supporters of the market economy
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Figure 17. Comparison of market-related values of entrepreneurs inside and outside Belarus

Source: Analysis of survey data and IPM Research Center (2018)

This growing commitment to market-oriented principles is further substantiated by an anal-
ysis of attitudes toward broader social and economic trade-offs, which reveal a consistently
individualistic and entrepreneurial mindset. In the final section of the survey in 2024, respon-
dents were invited to indicate agreement with a series of statements reflecting paternalistic
and protectionist preferences (Figure 18). These included propositions such as “It is better
to have a lower salary but a guaranteed job,” “It would be better if Belarusian enterprises
earned not very large profits, but were not bought up by foreigners,” and “It is better to dis-
tribute graduates by force, but not to leave them unemployed.” Respondents could choose
more than one answer. A striking 70% of participants (vs. 27% in 2018) selected “I don’t agree
with any of the statements,” clearly rejecting all the paternalistic and state-dependent views
presented. 21% agreed that average but free medical care is preferable.

Support for the remaining statements was marginal: only 6% agreed with the notion that
a lower salary is acceptable in exchange for guaranteed employment, and the same share
endorsed the idea that foreign investment in Belarusian enterprises should be avoided even
at the expense of profitability; 1% favored forced graduate placement to prevent unemploy-
ment; and not a single respondent agreed that it is better to work for a state enterprise than
a private one. This widespread rejection of paternalistic trade-offs underscores a culture of
self-reliance and market realism. It reflects a worldview rooted in risk-taking, personal re-
sponsibility, and a positive-sum understanding of competition and ownership. These are not
abstract preferences but hard-earned convictions, shaped by experience in an environment
where state intervention was frequently inefficient, arbitrary, or counterproductive. Rather
than seeking protection or guarantees, the respondents demonstrate an internalized belief
in agency, meritocracy, and open economic engagement. This mindset, resistant to the al-
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lure of state paternalism, is emblematic of a mature entrepreneurial class already operating

within the normative framework of European market democracies.
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/. Conclusion and policy
recommendations

The data analysis consistently demonstrates that the Belarusian business diaspora in the EU
is operating with an expansionary mindset. An overwhelming 74% of surveyed companies
are focused on business expansion, compared to only about a quarter of companies inside
Belarus. This strong growth orientation, coupled with projected workforce increases, frames
this community not as a passive recipient of aid or a mere subject of migration policy, but as
a potent cohort of active agents - individuals and firms who, by their nature, not only seek
to build, innovate, and compete but do so from a foundation of shared economic values.
This evidence suggests that the post-2020 wave of Belarusian entrepreneurial relocation
is not a typical case of economic migration but a politically driven process of “forced inter-
nationalization” that has led to the displacement of some of the country’s most innovative,
resilient, and forward-looking enterprises. Crucially, the relocation of these entrepreneurs to
the EU does not represent a break with the past so much as a fulfillment of long-standing
aspirations, but these values appear to have developed before, often in defiance of a more
centralized and restrictive policy environment in Belarus. Consequently, success abroad is
based on the entrepreneurial principles already cultivated under challenging conditions and
is not merely the result of adapting to new institutional settings. Strong alignment with liberal
market values - including private ownership, individual initiative, fair competition, and trans-
parent governance - positions Belarusian entrepreneurs as a foundational pillar of a future
democratic Belarus integrated into the European family. Therefore, supporting this diaspora
is not merely a question of solidarity or migration management. It is a high-return strategic
investment that strengthens the EU’s economic base, supports democratic transition in its
neighborhood, and affirms the values that underpin the Union itself. Tailored interventions
are needed to address their legal vulnerabilities and enable their full participation in EU mar-
kets.

From a strategic perspective, two key policy imperatives emerge.

First, EU institutions and member states must go beyond standard SME support measures
and treat the Belarusian business diaspora as a distinct policy constituency shaped by geo-
political disruption but endowed with high integration and growth potential. The specific
wishlist identified - prioritizing the end of the war in Ukraine, the restoration of the reputa-
tion of Belarus, and the simplification of legalization procedures - are not typical requests
for economic development. Instead, they represent a demand for the removal of geopolitical
and administrative friction that currently impedes their inherent capacity for growth.
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Support measures, therefore, should be less focused on basic business training (which is
relatively low priority), i.e., shift from traditional SME assistance to combining equal access
to mainstream business support with targeted interventions aimed at reducing the structural
disadvantages.

Programs designed to support this community must prioritize the following:

o De-risking and trust-building measures should directly address treatment disparities
by funding robust networking with local entrepreneurs (as strongly desired by ICT and
Services & Trade firms) and providing equal access to finance (incl. grants, vouchers,
and subsidies) to mitigate the risk premium associated with their origin.

« Implement targeted policies to simplify legalization for founders and key employees,
recognizing that administrative delays are a direct bottleneck to expansion and job
creation within the EU.

« For the Manufacturing & Construction sector, policy should focus on providing access
to borrowed funding through guarantee schemes or de-risked investment mecha-
nisms that recognize the sector’s long-term capital needs while offsetting geopolitical
uncertainty.

« Stimulation of cross-cutting projects and initiatives that involve the capabilities of dif-
ferent actors and stakeholders should promote a sense of community and solidarity
within the Belarusian diaspora. One of the overarching topics of joint efforts of Belar-
usian entrepreneurs, civil society organizations, and democratic forces could be edu-
cation and employability of Belarusians in the EU.

Second, the Belarusian business diaspora should be recognized as a long-term strategic as-
set for regional transformation. Supporting their stability and growth not only contributes to
local economies but also cultivates a new entrepreneurial elite capable of driving the demo-
cratic reconstruction of Belarus. In this regard, European policymakers must recognize, em-
power, and strategically engage this community as both a driver of integration and a vector
of change. In this regard,

o The European Commission, in partnership with Member States, should explore the cre-
ation of a standardized, streamlined temporary residency and work permit pathway
or the expanded use of existing instruments (e.g., the EU Blue Card) for Belarusian
entrepreneurs and essential employees. This pathway should take into account their
displacement due to political and economic repression by the regime that actively un-
dermines European security.

» The promotion of a positive narrative about the diaspora’s economic contributions and
low integration risk, countering stereotypes and disparities in treatment, would ad-
dress the most frequently cited barriers and align with the diaspora’s strong prefer-
ence for merit-based competition. This narrative should also advocate the role of the
business diaspora as a driver of the re-Europeanization of Belarus.
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Abstract.

The paper develops a computable general equilibrium (CGE) model for Belarus to assess the consequences
of alternative integration strategies and external shocks. The modeling exercise suggests that Belarus will
face difficult choices and substantial risks in the event of geopolitical and economic realignments. Primary
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low-cost energy, could suffer significant output losses if oil and gas prices rise sharply and Belarus reorients
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through labor and capital flows. With carefully designed EU support — focusing on targeted energy subsidies,
helping Belarusian firms integrate into European production chains, and providing productivity-oriented finan-
cial assistance — the negative short-term effects of energy shocks and the shift in trade from Russia to Europe
can be mitigated. While short-term adjustment costs are unavoidable, closer ties with the EU can help Belarus

overcome its structural dependence on Russia and secure long-term gains in growth and welfare.
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1. Introduction

For Belarus, one of the most important strategic choices is about its future orientation between continued
reliance on Russia and deeper integration with the European Union (EU). At present, the Belarusian economy
is strongly integrated with Russia: around 60% of foreign trade turnover is connected to the Russian market,
and Belarus benefits from heavily subsidized energy imports. While this arrangement has ensured short-term
stability, it creates long-term vulnerabilities. Structural dependence makes Belarus highly sensitive to political
or institutional changes in its relations with its eastern neighbor, limits opportunities for productivity gains, and

undermines household welfare through lower real income growth relative to neighboring EU countries.

Closer integration with the EU offers a different path. It features both opportunities and risks: opportunities in
access to larger markets, advanced technologies, and investment, and risks in the costs of adjusting the sec-
tors currently reliant on protected access to Russian markets, as well as social challenges that may arise as the

economy is rebalanced.

Understanding the trade-offs of these strategic choices requires a tool that captures both the immediate dis-
ruptions and the broader structural consequences of external shocks. For this purpose, this paper develops
and applies a computable general equilibrium (CGE) model for Belarus. CGE models are particularly well-suited
to analyze such complex scenarios because they simulate how an entire economy adjusts to shocks in trade,
prices, or structural policy measures. CGE models provide a consistent framework that links sectoral inter-
actions, resource allocation, and household welfare within a general equilibrium setting. These models are
particularly well-suited for simulating scenarios that involve significant, economy-wide adjustments, such as
trade liberalization, integration into new production chains, or energy price shocks. By considering both direct
and indirect effects across industries and households, they assess the full range of potential impacts instead

of focusing on isolated sectors.

The Belarusian case is a clear example where such modeling is crucial. The economy’s dual dependence, on
cheap energy imports and on access to the Russian market, creates vulnerabilities that cannot be understood
through partial-equilibrium or sectoral analysis alone. Structural shocks, such as a sharp rise in energy prices
or a reorientation of trade toward the EU, affect not only the directly exposed sectors but also the broader
economy through changes in costs, relative prices, and resource allocation. A CGE framework is therefore
indispensable for identifying these connections and providing a comprehensive view of possible outcomes.
Existing studies on Belarus that apply CGE models are of limited relevance today, as they rely on outdated data

and do not address the potential integration of Belarus into the EU.

This study aims to address this gap by examining the sectoral and macroeconomic consequences of Belarus’s
policy reorientation from Russia to the EU. For this purpose, simulations were run using the developed CGE

model. The simulations focus on three major scenarios that reflect the critical challenges Belarus may face. The
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firstis an energy shock - a sharp rise in energy prices with potential disruptions to the supply of Russian oil and
gas. The second is liberalization of trade with the EU without an energy shock - lowering of tariff barriers with
the EU accompanied by the complication of trade relations with Russia. The third is liberalization of trade with
the EU under an energy shock - a combined scenario where energy prices rise sharply and trade shifts toward
the EU. In addition to simulating the aforementioned shocks, the study also examines the potential effects of

macro-financial support from the EU.

A key prerequisite for these scenarios is a change in the political situation in Belarus. The current political re-
gime must either collapse or transform into inclusive political institutions that allow for democratic elections.
This political transition is beyond the scope of this study. However, it is important to have economically sound

estimates of the potential effects of a change in economic policy prepared in advance.

The simulation results emphasize the importance of reducing Belarus’s structural dependence on Russia. En-
ergy diversification, participation in European value chains, and productivity-enhancing reforms are essential
for long-term resilience and growth. For the EU, the results suggest that targeted energy subsidies and pro-
ductivity-oriented financial assistance could significantly mitigate short-term losses and lay the groundwork

for sustainable growth.

The EU will also experience some economic and, possibly, socio-political effects from building closer ties with
Belarus. Assessing these effects has implications for EU policy decisions, but it is beyond the scope of this

study.

The structure of the working paper is as follows. Section 2 provides an overview of the CGE modeling frame-
work, and Section 3 describes the CGE model for Belarus. Section 4 outlines the simulation design and elab-
orates on the key results. Section 5 evaluates the macroeconomic impact of potential economic support from
the EU and offers policy recommendations. Section 6 concludes the study with reflections on limitations and

directions for future research.
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2. Overview of the CGE modelling

2] Characteristics of a CGE model

A CGE model is a system of equations that describes an economy as a whole and the interactions among its
parts. The standard CGE model accounts for all payments recorded in the social accounting matrix (SAM),
which serves as a form of data input for the model. SAM is a square matrix that describes the circular flow of
income and spending in a national economy over a specific time period, typically a year. It reports the values of

all commodities produced and the income generated from their sales (Burfisher, 2021).

A CGE model follows the SAM disaggregation of economic agents, and it is written as a set of simultaneous
equations defining their behavior. In part, this behavior follows simple rules captured by fixed coefficients (for
example, ad valorem tax rates). The equations also include a set of constraints that must be satisfied by the
system as a whole but are not necessarily considered by any individual actor. These constraints cover markets
(for factors and commodities) and macroeconomic aggregates (balances for savings-investment, government,

and the balance of payments with the external sector) (Lofgren et al., 2001).

A CGE model includes exogenous and endogenous variables and market-clearing constraints. All the equations
in the model are solved simultaneously to find an economy-wide equilibrium in which, at some set of prices,
the quantities of supply and demand are equal in every market (Burfisher, 2021). To conduct an experiment,
one or more exogenous variables are changed, and the model is then resolved to determine new values for the
endogenous variables. Such a simulation aims to draw conclusions about the effects of an exogenous change

(or an economic shock).
The key terms in CGE models are defined as follows:

o “Computable” refers to a model’s ability to quantify the effects of a shock on an economy.

o “General” means that a model encompasses all economic activities simultaneously, including production,

consumption, employment, taxes, savings, and trade, as well as connections among them.

o “Equilibrium” refers to a state in which all markets in an economy clear simultaneously, meaning that supply

equals demand for every good, service, and factor of production.

CGE models have been applied to study a wide and owing range of economic problems, including taxation,

economic development, trade policy, climate change, tourism, transportation, and disease.
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2.2 Strengths and limitations of CGE models

A major advantage of CGE models is their flexibility. They can be customized to simulate a wide range of eco-
nomic policies and shocks, including trade agreements, fiscal reforms, or public spending initiatives. Their ca-
pacity to reflect both price and quantity adjustments in response to policy interventions makes them a favored
tool in government institutions, research organizations, and international bodies. By replicating how an econo-
my functions, CGE models enable more comprehensive assessment of macroeconomic effects of policies and

programs, offering richer insights compared to such tools as Input-Output models.
Other important strengths of CGE models include:

« internal consistency of an equilibrium. It ensures that systemic relationships across an economy are re-

flected, which may be overlooked by simpler frameworks.

« ability to account for price and quantity adjustments. CGE models allow both prices and quantities to dy-

namically respond to policy shifts.

o representation of behavioral responses. Microeconomic foundations enable these models to reflect the op-
timizing behavior of households, firms, and governments, yielding more realistic responses to policy chang-

es or external shocks.

« comprehensive economy-wide perspective. CGE models provide an integrated picture of an economy as a

whole. They capture both direct and indirect effects of policy changes, offering a robust analysis.

« recognition of connections across sectors and countries. CGE models are effective at mapping inter-indus-
try and international links, which is particularly useful when analyzing trade policies, global value chains, or

climate negotiations.

However, CGE models are inherently complex, involving thousands of equations and outputs, and require con-

siderable expertise for effective operation and interpretation.
Generally, CGE modelling has several limitations:

« extensive data requirements and quality concerns. CGE models require vast amounts of accurate data (a
social accounting matrix (SAM), input-output tables, trade flows, elasticities, etc.), making them particularly
challenging for developing countries or sectors with limited statistical robustness (Devarajan & Robinson,
2013).

« static nature and limited dynamics. Many CGE models are static or comparative-static, focusing on steady

states. They often fail to capture evolving dynamics such as technological change or capital accumulation.

« unsuitability for small-scale policy changes. Models’ broad scope makes them less effective for evaluating

policies or programs with only minor economic consequences.

« sensitivity to parameter values. Results are highly sensitive to parameter choices (e.g., substitution elastic-

ities). Minor adjustments can significantly alter outcomes, raising robustness concerns.
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« difficulty in incorporating non-market impacts. Environmental, health, and broader social impacts, along

with their distribution consequences, are often reflected inadequately.

Despite these limitations, CGE models remain a highly valuable tool for policy evaluation, particularly when
exploring complex, cross-sectoral, or international issues. Their strengths provide deep and realistic insights
into economy-wide effects, but their findings should always be interpreted carefully, keeping transparency,

sensitivity testing, and context in mind.

2.5 Application of CGE models for assessing integration
effects and energy shocks

CGE models have become a key tool for policymakers and researchers seeking to understand the econo-
my-wide impacts of trade, energy, and environmental policies. From evaluating Ukraine’s strategic choices
between competing integration blocs or free trade agreements (Movchan & Giucci, 2011; Movchan et al., 2023)
to assessing Moldova’s subsidy responses to energy price shocks (UNDP, 2023) and analyzing the EU’s ambi-
tious climate and energy security strategies (Perdana et al., 2022), CGE models offer a consistent framework
for quantifying benefits and trade-offs. Recent applications extend further to innovations in energy substitu-
tion modelling in Latvia (Benkovskis et al., 2023), highlighting the versatility of CGE approaches for addressing

pressing policy challenges in times of uncertainty.

Movchan and Giucci (2011) analyze Ukraine’s strategic choice between two major integration paths: signing a
deep and comprehensive free trade agreement (DCFTA) with the EU or joining the Customs Union of Russia,
Belarus, and Kazakhstan (CU). The authors use a CGE model based on Ukraine’s input-output data, distinguish-
ing between competitive and imperfectly competitive industries. Additionally, the model differentiates between
skilled and unskilled labor, allowing for a more detailed analysis of labor market impacts. The study concludes
that signing a DCFTA with the EU would generate substantial welfare gains for Ukraine by boosting trade,
wages, and access to advanced capital goods, while joining the Customs Union would slow modernization and

conflict with the country’s WTO commitments.

Movchan et al. (2023) evaluate potential economic consequences of a modern free trade agreement (FTA) be-
tween Ukraine and Turkey. The authors developed a 45-sector CGE model for Ukraine, incorporating 7 partner
regions, including Turkey, the EU, Russia, the US, China, countries that have already signed FTAs with Ukraine,
and the rest of the world. The results demonstrate substantial economic benefits for Ukraine if the FTA includes
elements of deep integration. Beyond tariff elimination, reforms targeting trade facilitation and FDI liberalization
would significantly boost Ukraine’s economic performance, improve its competitiveness, and foster long-term

growth.

The United Nations Development Programme’s research examines how Moldova’s economy responds to surg-

ing global natural gas prices and evaluates the effectiveness of various government subsidy mechanisms in
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protecting vulnerable households from energy poverty (UNDP, 2023). The analysis employs a recursive dy-
namic CGE model specifically calibrated for Moldova. The study finds that Moldova’s heavy reliance on im-
ported natural gas and limited diversification of energy sources make its economy extremely vulnerable to
external price shocks. A sharp rise in global gas prices leads to lower GDP, reduced private consumption, lower
investment, and higher unemployment. The CGE analysis provides clear evidence that while energy subsidies
are vital for protecting vulnerable households, their design matters greatly. Cash transfers are a more effective
option for sustaining household welfare and supporting economic resilience. However, structural reforms to
diversify energy sources and improve energy efficiency are essential for Moldova to reduce its long-term vul-

nerability to global energy shocks.

Sun et al. (2024) investigate the global economic consequences of the Russia-Ukraine conflict through the lens
of international energy price escalation. The authors employ a CGE model specifically built on the GTAPv10 da-
tabase, which covers 141 countries and regions. The CGE framework is used to simulate exogenous shocks in
global energy prices and trace their ripple effects across macroeconomic variables and sectoral outputs. The
study concludes that while some energy producers gained short-term advantages, the broader global econo-
my faced inflationary pressures, welfare losses, and increased vulnerabilities. The authors argue that the CGE
model is particularly effective in capturing these complex, multi-sectoral interactions, making it a valuable tool

for policymakers tasked with enhancing economic resilience amid geopolitical shocks.

Perdana, Vielle, and Schenckery (2022) examine the economic implications of the EU’s reduction in energy
imports from Russia. The study is set in the context of the EU’s simultaneous pursuit of energy security and
climate policy goals. The authors employ a multi-country, multi-sector CGE model. The model simulates inter-
national trade, energy markets, and greenhouse gas emissions, calibrated with the GTAP-Power database and
policy targets. The authors conclude that while sanctions reduce Russia’s revenue and support EU’s energy
diversification, they come with substantial welfare and economic costs for EU citizens, especially under a full
gas embargo. The study highlights the CGE model’s strength in capturing sectoral interdependencies but also
acknowledges its limitations, including an underestimation of infrastructure bottlenecks and household-level

distributional impacts.

Benkovskis, Jaunzems, and Matvejevs (2023) introduce a novel purpose-based energy substitution structure
for CGE models. The research is set in the context of the European Green Deal and Latvia’s pledge to reduce
greenhouse gas emissions by 17% by 2030. The innovation of this study lies in modelling energy substitution
within the CGE framework according to the purposes of energy use, such as high- and low-temperature heat,
transport, electricity, heating, and hot water. This approach allows energy sources (e.g. coal, gas, biomass,
waste, and renewables) to replace one another within specific processes, reflecting technological and eco-
nomic constraints more realistically. The authors conclude that the purpose-based CGE approach improves
both realism and policy relevance, particularly when evaluating green transition strategies and carbon tax

design in small open economies like Latvia’s.

Taken together, these studies demonstrate the breadth of CGE models in informing critical policy debates
across trade liberalization, geopolitical energy disruptions, and climate transition strategies. While the results

vary by country and policy design, what unites them is the ability of CGE models to simulate complex policy
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shocks and their distributional effects at both national and global levels. As economic systems face mounting
pressures from geopolitical conflicts, energy crises, and climate commitments, CGE analysis provides not only
quantitative insights but also a structured framework for evaluating policy options, anticipating unintended

consequences, and guiding decisions toward more resilient and sustainable outcomes.

24 Application of CGE models to Belarus

In the context of Belarus, CGE models were used to examine such scenarios as increases in gas prices, the

country’s accession to the WTO, and the effects of its integration into the Eurasian Economic Union (EAEU).

Tochitskaya and Shymanovich (2007) employ a CGE model to estimate the consequences of a gas price hike
for the Belarusian economy. The results show that the growth of gas prices would most negatively affect the
chemical, petrochemical, heating, and power industries. At the same time, a decline in these sectors would be
accompanied by a redistribution of resources, mostly in favor of such sectors as machine building, light indus-

try, and services.

Astrov et al. (2012) analyze alternative trade integration scenarios for the CIS. Using gravity and CGE model-
ling, the researchers evaluate the economic impact of the Belarus-Russia-Kazakhstan Customs Union and a
potential Ukraine-EU free trade agreement, showing that Belarus benefits from deeper integration with Russia
and Kazakhstan, while highlighting the country’s vulnerability due to its high reliance on CIS trade and Russian

energy imports.

Balistreri et al. (2017) use a CGE model to assess the economic impact of Belarus’s joining the WTO and im-
plementing large-scale privatization. The research highlights the crucial role of FDI and services liberalization
in driving gains from WTO accession and finds that privatization would generate welfare benefits nearly four

times those from WTO accession.

Vinokurov et al. (2015) use CGE models to estimate the economy-wide and sector-specific effects of reduc-
ing non-tariff barriers (NTBs) for Belarus, Russia, and Kazakhstan. According to the simulation results, among
the studied countries, Belarus would benefit most significantly from lower NTBs: in the medium term, real GDP
would increase by 2.8%, and welfare - by a total of 7.3%. The distribution of the impact of reducing NTBs across
activities supports this conclusion: most of the positive impact would be received by Belarusian mechanical
engineering (specifically production of machinery and equipment), production of chemicals, rubber and plastic

products, as well as metallurgy.

The aforementioned studies that used CGE models for Belarus are currently of limited relevance, as they are
based on outdated data and do not account for economic changes that have occurred since Belarus acceded
to the EAEU in 2015. Furthermore, the presented studies do not examine the potential integration of Belarus
with the EU.
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3. CGE model for the Belarusian economy

31 Model structure

The model for the Belarusian economy is built on the basic postulates of the CGE modeling. The Belarusian CGE
framework is illustrated in Figure 1. The equations describing the relations between the economic agents are

described in detail in Appendix A.

Figure 1: CGE model for Belarus: agents and flows
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The factors market supplies factors of production, such as labor and capital, to activities. The source of labor
is households; capital comes from households and government. For factors utilization, the factors market pays

wages for labor to households and rents to households and government. As part of its profit-maximizing deci-
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sion, each activity utilizes the production factors up to the point where the marginal revenue product of each
factor equals its wage or rent. Factor wages and rents may differ across activities, not only when the market
is segmented but also for mobile factors. The factors market interacts with the external sector via bilateral in-

ternational transfers of production factors.

Activities produce commodities (products and services) and are introduced by producers - sectors. Each ac-
tivity produces one or more commodities according to fixed yield coefficients. It uses labor and capital from the
factors market and intermediate inputs from the commodities market as factors of production. For factors utili-
zation the sector pays factors costs. Each sector is assumed to maximize profits, which are the target subject
to a production technology: the technology is specified by a constant elasticity of substitution (CES) function
and a Leontief function for the quantities of value-added and aggregate intermediate consumption. The com-
modities are released on the commodities market as aggregate domestic output, generating sales income for

activities. Activities pay production taxes to the government at a fixed rate.

The commodities market distributes products and services - commodities - produced by activities. Domestic
output enters the commodities market; part of it is exported, while imports, together with domestically con-
sumed domestic output, generate domestic demand. Commodities are purchased for intermediate consump-
tion by activities, for final consumption by households and government, and for capital formation. The prices
paid by demanders include the cost of transaction services - transport and trade margins. The prices received
by domestic suppliers are net of these transaction costs. From the external sector, the commodities market
receives export income and incurs import costs. The government receives product and import taxes from the

commodities market at fixed rates.

The external sector is connected to other Belarusian economic agents in many different ways. As mentioned
above, the external sector buys Belarusian exports and provides imported commodities through the commod-

ities market.

The decision on export volume is based on the assumption that suppliers maximize sales revenue for any given
aggregate output level, subject to imperfect transformability between exports and domestic sales, expressed
by a constant elasticity of transformation (CET) function. In the international markets, export demands are
infinitely elastic at given world prices. The price received by domestic suppliers for exports is expressed in

domestic currency.

The import demands are derived from the assumption that domestic demanders minimize cost subject to im-
perfect substitutability, which is reflected in the Armington CES function. The demands derived for imported
commodities are met by international supplies that are infinitely elastic at given world prices. The import prices
paid by domestic demanders also include import tariffs (at fixed ad valorem rates) and the cost of a fixed quan-

tity of transaction services - margins - per import unit.

Moreover, the external sector interacts with the factors market by providing and receiving income on capital,
paying wages to domestic labor employed abroad, and receiving wages from foreign labor employed in the

Belarusian economy. The external sector is connected to households and government through bilateral trans-
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fers. Also, the external sector makes savings in the country, which are the difference between foreign currency

spending and receipts. The model assumes a flexible exchange rate, while foreign savings are fixed.

Households provide factors of production - labor and capital - and receive wages and rents as income in re-
turn. Households also receive transfers from the government and net transfers from the external sector fixed in
foreign currency. They pay income taxes to the government, purchase commodities for final consumption, and
make savings. Direct taxes and transfers to other economic agents are defined as fixed shares of household
income, whereas the savings share is flexible and depends on households’ marginal propensity to save. The

households’ utility function is evaluated based on the set of commodities they purchase.

Government receives rents for providing capital to the factors market; it also receives tax revenues from house-
holds, activities, and the commodities market, as well as net transfers from the external sector. It then spends
its income on the final consumption of commodities, provides transfers to households, and saves the residual

between revenues and expenditures.

Savings and investments consist of the accumulated savings of households, government, and the external
sector, which are subsequently invested in capital formation. Capital formation includes gross fixed capital
formation and changes in inventories, with commodities for capital formation purchased from the commodities

market.

The Belarusian CGE model is implemented in two specifications. The baseline specification covers 17 production
sectors, with the external sector represented by four counterparties - Russia, the EU, China, and the rest of the
world. In the alternative specification, activities are disaggregated into 22 production sectors, and the external
sector is modeled as a single counterparty without regional differentiation. The description of the sectors is

provided in Appendix B.

3.2 Data and parametrization

The core of a SAM is data from the Input-Output table; it is built using the same principle: the intersection of
row and column displays the flow from one economic agent to another. The introduced model uses 2019 data
published by the Belarusian National Statistical Committee (Belstat) as input. The year was chosen because it

is the most recent one with a complete set of available data, and it does not reflect significant external shocks.

Building a SAM also required some additional data. To reflect the division of the external sector into trade
counterparties, their shares were calculated using trade data from Belstat. Data on international transfers and
factors incomes were taken from the Balance of payments published by the National Bank of the Republic of

Belarus (NBRB). For the breakdown of transfers and incomes by country, data on Russia were drawn from the
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Balance of payments with the Russian Federation, while the shares of other counterparties were approximat-
ed. Data on transaction flows between the government and households were obtained from the IMF Govern-
ment Finance Statistics database. Tariffs on imported goods were sourced from the World Integrated Trade
Solution (WITS) database.

One of the key challenges in preparing data for the CGE model is forming technical substitution elasticities
values for production factors and domestic versus imported commodities, which is a separate research task
of interest. In this paper, the values of these elasticities are sourced from the Global Trade Analysis Project
(GTAP) database, which can be considered universal but is also a limitation of the analysis. The GTAP elasticities
for commodity items were averaged using export or import volumes to align with the commodity groups and

sectors in the Belarusian model.
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4. CGE model-based simulations for
Belarus

41 Simulations design

The developed CGE model has been used to simulate three scenarios relevant to Belarus.

Scenario 1 “Energy Shock” assumes a sharp increase in the prices of energy resources imported by Belarus,
i.e. natural gas and oil. Since 2018, Belarus has been importing natural gas from Russia at a contractual price
close to 130 USD per thousand cubic meters. In 2023-2025, the actual import price of gas was lower due to
the weakening of the Russian ruble against the US dollar. For comparison, according to the World Bank, the
average monthly price of natural gas in Europe was about 388 USD per thousand cubic meters in 2024 and
450 USD in January-August 2025. If Belarus moves closer to the EU and exits the EAEU, the country’s import
gas price would very likely rise to the European level, regardless of the source of supply. This would mean a

powerful shock, roughly equivalent to a threefold increase in the import price of natural gas.

Belarus also imports oil exclusively from Russia, at a price corresponding to Urals crude. Due to the widened
discount of Russian Urals relative to the global Brent benchmark since 2022, Belarus received an additional
benefit equal to this discount during 2022-2025. In the simulation of the energy shock scenario, it is assumed
that Belarus’s oil import price rises by the size of the discount, which is roughly equivalent to a 10% increase.
Considering the value volumes of oil and natural gas imports, the overall external price increase for the product

group “oil & gas, petroleum products” will amount to 60%.

In addition to rising import prices, Scenario 1 also assumes the elimination of interbudgetary transfers between
Belarus and Russia. These transfers are primarily connected to obligations within the EAEU, as well as the in-
flow of reverse excise taxes on crude oil from the Russian budget into the Belarusian budget. Eliminating such

transfers seems reasonable in the event of Belarus moving closer to the EU.

Scenario 2 “Integration with the EU” assumes active alignment between Belarus and the EU in the trade of
goods. Currently, Belarus and Russia are members of the EAEU and apply zero import tariffs, while tariffs for
other countries are set in accordance with EAEU regulations. To simulate the EU integration scenario, it is as-
sumed that import tariffs on goods from the EU to Belarus are reduced to zero, while tariffs for other countries
are set equal to the EU’s 2021 weighted average tariffs. The year 2021 is used for analysis because, starting
from 2022, EU sanctions on Russia and Belarus were significantly tightened, affecting mostly export-import
operations. Table 1 presents the resulting changes in Belarus’s import tariffs, which were subsequently used in

the simulation.
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Scenario 2 also assumes a reduction in external prices for Belarusian goods on the Russian market by an
amount equal to Belarus’s current tariffs on imports from the EU (the same as the tariff reduction with the
EU in Table 1). This change reflects the likely imposition of import tariffs on Belarus by Russia should Belarus
reorient itself toward the EU. No similar changes were assumed for export prices in the EU market, as there
is a significant risk of overestimating the positive effects of trade liberalization with the EU, given the lack of
competitiveness of Belarusian producers. Scenario 2 also stipulates the elimination of interbudgetary transfers

between Belarus and Russia, similar to the energy shock scenario.

Scenario 2 assumes no increase in external prices for natural gas and oil. This would be possible if political

agreements are reached with Russia or if global and European energy prices decline accordingly.

Table 1: Change in import tariffs for Belarus (p.p.)

Russia EU China Rest
Agriculture 7.9 -5.9 -0.6 2.2
Minerals 0.0 -6.6 -4.8 -0.5
Oil & gas, petroleum 0.0 -4.7 -4.5 -4.6
Food 53 -9.9 12.6 4.0
Textile & wood 1.5 -7.0 2.6 -3.8
Chemicals, rubber, pharma 3.9 -4.8 0.4 -1.6
Metals 1.1 -6.3 -4.2 -0.3
Electronics 1.9 -2.1 -0.8 -2.2
Machinery nec 1.9 -2.1 -0.8 -2.2
Motor vehicles 2.8 -8.3 -2.5 -54
Manufactures nec 1.0 -4.7 -5.8 -2.2
Utilities 1.9 -2.1 -0.8 -2.2

Source: compiled by the authors based on World Bank WITS data

Scenario 3 “Integration with the EU under the energy shock” is a combination of Scenarios 1and 2. Thus, Sce-
nario 3 incorporates all the shocks from the first and second scenarios. This scenario appears to be the most

likely one if Belarus moves closer to the EU and exits the EAEU.
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4.2 Scenario 1“Energy shock”

A 60% increase in the import prices of energy resources leads to a 35% decrease in their import volumes. Do-
mestic production of petroleum products and their export practically cease to exist - the country’s demand for
fuel and energy resources is met exclusively through imports (Figure 2). The near elimination of domestic pe-
troleum product production under such a severe price shock indicates that the viability of this sector in Belarus

was primarily sustained by the redistribution of oil rent from Russia to Belarus through subsidized oil prices.

A significant increase in energy prices will have a strongly negative impact on industries related to the primary
processing of raw materials. The chemical industry (where fertilizer production dominates in Belarus), the pro-
duction of plastics and rubber products, metallurgy, extraction of non-oil-and-gas natural resources, and the
manufacture of other non-metallic products (primarily construction materials), as well as power generation and
water supply (utilities), will suffer significant losses in output and exports. Due to the substantial intersectoral
effects generated by the oil refining industry, the output volume of wholesale trade, transportation, and other
services will also decline. A decrease in construction materials output is also connected to a downturn in con-

struction (Figure 2).

Figure 2: Exports, imports, and domestic production: results of scenario 1 simulation
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Labor and capital resources from the “losing” industries will be reallocated to sectors with higher export po-
tential (Figure 3). Output and exports will increase significantly in mechanical engineering (including electronic,
electrical, and optical devices, machinery and equipment), transportation vehicles, light industry (textile, cloth-

ing, and footwear production), woodworking, communication and computer services (Figure 2).
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Figure 3: Factors of production: results of scenario 1 simulation
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As a result, under a severe energy shock, two groups of industries can be distinguished. The oil, gas, and pe-
troleum products sector, extraction of other minerals, production of other non-metallic products, metallurgy,
chemical industry, manufacture of rubber and plastic products, power generation and water supply, construc-

tion, trade, transportation, and other services will suffer substantial losses (Figure 4). These industries gener-

change in % compared to initial state

ally produce low- or medium-technology products.

Figure 4: Sectoral value added: results of scenario 1 simulation
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At the same time, due to their export potential, lower dependence on oil and gas, and the inflow of labor and
capital resources, sectors such as mechanical engineering, light industry, woodworking, other kinds of man-
ufacturing (mostly furniture production), and information and communications, have the potential for a signif-
icant increase in value added (Figure 4). The benefiting sectors are, for the most part, more technologically

advanced than the “losing” industries.

The macroeconomic effects of an implemented energy shock scenario will be reflected in declines in govern-
ment and household income due to unfavorable price effects, loss of interbudgetary transfers from Russia, and
reduced volumes of foreign trade operations. As a result, both public and private consumption and investment
will decrease. The resulting GDP losses are estimated at 3.5% relative to the baseline period’s real GDP (Figure
5). Thus, a sharp increase in the import price of oil and gas by an average of 60% will lead to large-scale but not

critical welfare losses for Belarus.

Figure 5: GDP, government and household income: results of scenario 1 simulation
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The macroeconomic consequences of simulating the energy shock scenario using an alternative model (22
sectors, without separate trading partners) are generally close to those of the baseline model (Figure 6). A
sharp rise in energy prices, combined with the loss of interbudgetary transfers from Russia, leads to a signifi-
cant reduction in government and household income and consumption. Investment resources shrink, resulting
in a substantial decline in investments. Imports fall by 12%, while exports remain almost unchanged as produc-
tion factors shift into the export-oriented sectors of the economy. The resulting effect on GDP is a 4.1% reduc-

tion relative to the baseline year’s real volume (Figure 6).

Figure 6: GDP and components: comparison of models for scenario 1 simulation
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The “losing” industries are still those less technologically advanced and related to the primary processing of
raw materials: the oil and gas sector, power generation and water supply, chemical industry, production of
rubber and plastic products, extraction of non-oil-and-gas minerals, manufacture of other non-metallic prod-
ucts, and metallurgy. Due to the significant intersectoral effects caused by these industries, value added also

decreases in construction, trade, transport, and other services (Figure 7).

The “winning” industries are those technologically advanced and export-oriented: mechanical engineering,
light industry, woodworking, other kinds of manufacturing, and, to a lesser extent, food industry. The informa-
tion and communications sector also shows significant potential for value added growth. Moreover, the greater
sectoral disaggregation of the alternative model makes it possible to identify two additional industries with po-
tential for output growth: production of fabricated metal products and pharmaceuticals. This result once again
proves the fact that with a significant increase in energy costs and losses from raw material exports, labor and
capital resources shift into more sophisticated sectors with higher value added. That is why metallurgy and the
chemical industry (connected to fertilizer production) suffer economic losses, while the production of fabricat-

ed metal products and pharmaceuticals can increase output (Figure 7).
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Figure 7: Sectoral value added: comparison of models for scenario 1 simulation
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4.3 Scenario 2 “Integration with the EU"

The results of the scenario involving trade liberalization between Belarus and the EU, combined with higher
import tariffs on supplies from Russia, show that, same as in the energy shock scenario, the mechanical en-
gineering and ICT sectors have the potential to increase output and exports (Figure 8), reflecting their higher
capacity to integrate into European markets and adapt to new competitive conditions. The chemical industry

and transportation services also have the potential to increase output and exports (Figure 8).

The outsiders in the simulation of this scenario are the food industry, agriculture, metallurgy, and vehicle pro-
duction (Figure 8), which are currently heavily oriented toward the Russian market and would likely face diffi-

culties adjusting to EU competition and new trade barriers with Russia.

Figure 8: Exports, imports, and domestic production: results of scenario 2 simulation
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As a result, labor and capital resources flow from the “losing” industries (agriculture, food industry, metallurgy,
vehicle production) into the benefiting industries - mechanical engineering, chemical industry, transportation,

and ICT (Figure 9). The value added of the economic sectors changes accordingly (Figure 10).
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Figure 9: Factors of production: results of scenario 2 simulation
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Figure 10: Sectoral value added: results of scenario 2 simulation
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The effects on GDP caused by Belarus’s trade reorientation from Russia toward the EU (assuming no energy
shock) are expected to be neutral in the long run (Figure 11). Government revenues will decline mainly due to the
loss of interbudgetary transfers from Russia, which will reduce public sector consumption. Household income

and consumption, as well as investment, will also slightly decrease due to sectoral losses from the increasing
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complexity of trade with Russia. However, with net exports improved due to the development of export-ori-

ented industries with higher value added, the resulting change in GDP is estimated to be near zero (Figure 11).

Figure 11: GDP, government and household income: results of scenario 2 simulation
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L4 Scenario 3 “Integration with the EU under an energy
shock”

The liberalization of trade in goods with the EU, combined with a significant increase in oil and gas import prices
for Belarus, generally has sectoral consequences similar to the first scenario. Domestic production and exports
of petroleum products practically cease to exist, while the country’s demand for energy resources is met en-

tirely through imports (Figure 12).

Figure 12: Exports, imports, and domestic production: results of scenario 3 simulation
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The outsiders are industries engaged in the primary processing of raw materials, for which fuel resources are
highly significant: the chemical industry, production of plastic and rubber products, metallurgy, extraction of
non-oil-and-gas minerals, and production of other non-metallic products (Figure 12). Output also declines in
the power and water supply sectors, construction and trade. Agriculture and food industry also suffer losses in

output, value added and exports due to their dependence on the Russian market (Figures 12 and 14).
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Figure 13: Factors of production: results of scenario 3 simulation
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Labor and capital resources from the predominantly low- or medium-technology industries mentioned above

flow into sectors with higher value added and export potential (Figure 13).

Figure 14: Sectoral value added: results of scenario 3 simulation
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As a result, the pool of beneficiaries remains roughly the same as in the simulations of Scenarios 1and 2. Out-
put, exports, and value added increase in the sectors of mechanical engineering, other kinds of manufacturing,

light industry, woodworking, and information and communications (Figures 12 and 14). Notably, these industries
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expand production and exports while reducing imports, which indicates a decline in their import intensity.

The macroeconomic effects of Belarus’s trade liberalization with the EU and complication of its trade relations
with Russia under an energy shock will be reflected in declining government and household income, which will
result in reduced public and private consumption and investment (Figure 15). As a result, GDP will reduce by

3.9% in the long run.

Figure 15: GDP, government and household income: results of scenario 3 simulation
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A comparison of the simulation results across different scenarios allows to draw the following conclusions.

Firstly, Belarus’s energy and trade dependence on Russia creates significant risks for the country’s macro-
economic stability. A deterioration in the terms of trade in energy resources would lead to a sharp decline in

household welfare and a reduction in GDP (Table 2).
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Table 2: Comparison of scenarios (change in % compared to the initial situation)

Scenario 1 Scenario 2 Scenario 3

GDP -3.5 0.1 -3.9
Private consumption -7.0 -1.4 -84

Public consumption  -22.6 -74 -24.3

Investment  -10.1 -0.6 -10.8
Exports -0.3 2.0 -0.6

Imports  -12.2 -1.8 -14.0

Government revenue -49.4 -16.0 -54.2
Household income -8.3 -1.4 -9.8

Source: compiled by the authors

Secondly, the near-total orientation of several large sectors of the Belarusian economy toward the Russian
market will result in economic losses if Belarus reorients toward the EU. If liberalization of trade with the EU
and complication of trade with Russia are not accompanied by an increase in factor productivity, the economic

effectiveness of such a strategy for Belarus will remain debatable.

Thirdly, the Belarusian economy does have certain resilience even to severe energy and trade shocks. With the
reallocation of labor and capital resources from the industries producing raw materials into sectors with higher
levels of technology and value added, losses in household welfare and GDP would be significant but not cat-
astrophic (Table 2). However, the large-scale intersectoral flows of labor highlight the need to develop social

support and retraining measures for the population in advance.
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h. Economic support from the EU:
potential effects and policy implications

The EU may activate a large aid package for Belarus once the country embarks on a path of democratic transi-
tion. The EU Commission has stated that it will provide both immediate and long-term support to help stabilize
the economy and reform institutions, making them more democratic and capable of benefiting citizens and

society as a whole (EU Commission, 2021).
The EU intends to support five key areas:

1. An innovative and competitive economy (macro-financial assistance of up to €350 million).

2. Improved transport connectivity and facilitation trade at the EU-Belarus borders (up to €200 million).
3. Boosting innovation and digital transformation (up to €20 million).

4. Supporting a green economy (up to €200 million).

5. Investing in a democratic, transparent, and accountable Belarus (up to €100 million).

Economic support from the EU could partially offset the negative consequences of an energy shock for Be-
larus. To assess this compensatory effect, additional simulations were carried out. Support in the first area is
accounted for in the scenario as an increase in the EU transfers to the Belarusian government. Half of this aid
is assumed to be directed to investment, leading to an increase in the capital stock, while the other half will be
redistributed to households. Support in the second and fourth areas is modeled as an increase in the EU sav-
ings (directly leading to higher investment in Belarus), combined with a corresponding increase in the capital
stock of the Belarusian economy. Support in the third and fifth areas is modeled as an increase in transfers
from the EU to the Belarusian government. Overall, the simulation scenario accounts for the EU’s €870 million

in assistance.

The results of simulating the energy shock scenario with the EU’s financial support indicate that €870 million in
European aid can offset approximately 1.2 p.p. of Belarus’s GDP decline (Figure 16). This is achieved mainly due
to a smaller reduction in household consumption and investment compared to the baseline scenario - by 1.2 p.
p. and 5.1 p. p., respectively. At the same time, net exports decline compared to the baseline scenario due to

a relative increase in imports, given the high initial import intensity of investment and consumption in Belarus.
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Figure 16: Effects of EU’s economic support: results of scenario 1 simulation
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When modeling the effects of the EU’s economic support under scenarios 2 and 3, an additional assumption
was considered: a 2% increase in factor productivity. The integration of Belarusian producers into European
value chains and the likely transfer of advanced technologies could contribute to improving the efficiency
of the Belarusian economy. The productivity increase of 2% assumed in the simulation is modest and largely
conditional. The purpose of simulating such a scenario is to demonstrate the direction of the economic con-
sequences of effectively implementing the EU’s integration strategy rather than to obtain precise quantitative

estimates of GDP and changes in other macroeconomic indicators.

The results of simulating scenarios 2 and 3 with the EU’s assistance generally correspond to those from sce-
nario 1. Without assuming factor productivity gains, EU’s €870 million in financial support makes it possible to

reduce GDP losses by mitigating the decline in private consumption and investment (Figures 17 and 18).

Figure 17: Effects of EU’s economic support: results of scenario 2 simulation

o GDP Private Public Investment Exports Imports

E consumption consumption

()]

o

£

S

32

£

()

()]

C

m .

5 -6 ’ M Baseline
-8 , B EU support

B EU support & productivity growth

Source: compiled by the authors

30 COMPUTABLE GENERAL EQUILIBRIUM MODEL FOR BELARUS



If the liberalization of trade with the EU is accompanied by even a small increase in factor productivity, then,
in the absence of an energy shock, Belarus will gain substantial benefits, despite complications in access to
the Russian market. GDP and investments will grow significantly, and household consumption will also increase
(Figure 17). If such liberalization occurs during an energy shock, the productivity gains will substantially mitigate

the negative effects on GDP and citizens’ welfare (Figure 18).

Figure 18: Effects of EU’s economic support: results of scenario 3 simulation
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These findings carry the following policy implications:

1. Integration into European value chains should be accelerated. Removing barriers to the participation of Be-
larusian firms in EU production networks would offset the costs of disintegration from Russia and create long-
term growth potential. Access to EU markets, standards, and technologies would provide Belarus with a sus-

tainable alternative growth model.

2. Financial support should focus on productivity. Direct EU’s financial assistance can play a decisive role in off-
setting GDP and welfare losses. However, to achieve lasting results, such support should be targeted toward
raising factor productivity through investments in human capital, digitalization, and modern infrastructure. In
scenarios without energy shocks, this could lead not only to recovery but to growth in GDP and household

welfare.

3. Energy support is essential. Targeted subsidies or preferential financing for energy imports during the initial
adjustment period would mitigate the large-scale negative effects of rising prices, preventing sudden collapses

in key industries and ensuring social stability.

4. Social cushioning is required. The transition will inevitably involve sectoral losses and displacement of work-
ers. EU’s assistance should therefore also support retraining, labor mobility, and social protection mechanisms

to ensure that adjustment costs do not translate into long-term social instability.
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b. Conclusion

This study has proposed and tested the CGE model for Belarus. The model captures the structural features of
the Belarusian economy, which remains highly dependent on Russian energy supplies, strongly connected to

Russian markets, and only partially integrated into European production chains.

The application of the CGE model to the Belarusian economy has made it possible to conduct a systematic
study of the potential consequences of different external shocks and integration scenarios. The model-based
simulations highlight both vulnerabilities and opportunities for economic adjustment under scenarios of an en-

ergy shock and liberalization of trade with the European Union.

The first major finding concerns the impact of a severe energy shock, which is highly likely to follow if political
relations between Belarus and Russia worsen. The simulations demonstrate that while such a shock would
have a large-scale negative impact on output and consumption, it would not result in an existential collapse
of the Belarusian economy. The most significant losses would be concentrated in the industries connected to
the primary processing of raw materials - oil refining, metallurgy, mineral extraction and production of building
materials, chemical industry, electric power, and water supply. These sectors are highly dependent on cheap
imported natural gas and oil, and their competitive position would deteriorate sharply under significantly higher
energy prices. The construction, transportation, and trade sectors will also suffer losses in value added due to
significant intersectoral effects generated by the affected industries. Nevertheless, other industries, such as
mechanical engineering, light industry, pharmaceuticals, and ICT, may benefit from the reallocation of produc-
tion resources. This suggests that the economy exhibits structural resilience, where certain sectors are able
to absorb resources and expand, even as traditional industries contract. In the medium term, this reallocation
can mitigate the overall economic losses, although the transition process would be socially and politically chal-

lenging.

The second key finding concerns the liberalization of trade with the European Union under the assumption
of stable energy supplies. Here, the model indicates relatively small overall welfare losses due to the negative
effects of the complication of relations with Russia, but the distribution of effects across industries is uneven.
The most vulnerable sectors would be the food industry, agriculture, metallurgy, and vehicle production, which
are currently heavily oriented toward the Russian market and would probably face difficulties adjusting to EU
competition and new trade barriers with Russia. By contrast, mechanical engineering and ICT emerge as poten-
tial winners, reflecting their higher capacity to integrate into European markets and adapt to new competitive
conditions. Importantly, these outcomes highlight that the Belarusian economy would not uniformly benefit
from or suffer under EU integration; rather, the gains and losses would depend critically on sectoral structures,

trade patterns, and the ability of companies to adapt.

The scenario in which trade liberalization with the EU is combined with a severe energy shock will result in
significant losses in both output and household welfare. A sharp rise in energy prices would exacerbate the

vulnerability of energy-intensive industries, while the simultaneous deterioration of relations with Russia would
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undermine existing trade flows. The most severely affected sectors would include oil refining, energy supply,
metallurgy, chemical industry, food industry, and services closely tied to industrial demand, such as construc-
tion and trade. However, some sectors could gain: mechanical engineering, light industry, woodworking, and
ICT show the capacity to expand as production factors shift toward export-oriented activities with higher val-
ue added. This again highlights the structural heterogeneity of the Belarusian economy and the importance of

identifying sectors with genuine long-term growth potential.

One source of uncertainty in Belarus’s deeper integration with the EU and the complication of its relations with
Russia is the movement of Russian capital, which is currently present in the Belarusian market (including the
banking system, industry, and information and communication services). A certain degree of Russian capital
outflow cannot be ruled out, which could have negative economic consequences in the short term. In the long

term, Russian capital may be replaced by European capital.

From a policy perspective, these findings suggest several recommendations. Firstly, targeted energy subsidies
from the European Union could play a crucial role in cushioning the immediate impact of higher energy prices.
Such subsidies would prevent an abrupt collapse of energy-intensive industries and allow time for structural
adjustment. Secondly, efforts to remove barriers to the participation of Belarusian firms in European value
chains could significantly mitigate the adverse short-term effects of deteriorating trade relations with Russia.
By facilitating access to new markets, technologies, and standards, integration into European supply chains
could not only soften the transition but also enhance long-term competitiveness. Thirdly, direct financial sup-
port from the EU has the potential to offset a substantial part of GDP and welfare losses. If such support is
strategically targeted to raise factor productivity, through investment in technology, human capital, and infra-
structure, the result could be positive growth of both output and welfare, at least in scenarios without severe
energy shocks. Fourthly, social safeguards are essential. A shift toward the EU will unavoidably bring sectoral
declines and job displacements. EU’s support should therefore extend to retraining programs, measures that
promote labor mobility, and social protection systems, ensuring that the short-term adjustment costs do not

lead to lasting social instability.

At the same time, it is essential to acknowledge the limitations of the CGE modeling applied in this study. Firstly,
the data used to construct the benchmark equilibrium is incomplete and, in some cases, not fully up to date.
Issues such as the aggregation of tariffs, absence of non-tariff barriers, and incomplete information on foreign
transfers and trade flows reduce the precision of the results. Secondly, the key parameters, such as elastici-
ties of substitution, are borrowed from GTAP rather than estimated directly for Belarus. This ad hoc calibration
introduces uncertainty and reduces the extent to which the results reflect the unique structural characteristics
of the Belarusian economy. Thirdly, the aggregation of sectors itself introduces potential biases: results may

be sensitive to the level of disaggregation, and important in-sector heterogeneity may not be accounted for.

The structural assumptions of the CGE framework also impose constraints. The model assumes perfect com-
petition, full utilization of resources, and frictionless adjustment. Similarly, the static nature of the model means
that it cannot capture dynamic processes such as technological progress or expectations of households and
companies. The absence of a financial sector is another important drawback, particularly in an economy where

monetary and exchange rate policies play a central role. As a result, while the model provides useful insights
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into the direction and relative magnitude of impacts, it should not be interpreted as a precise forecasting tool.

Despite these limitations, the CGE model remains a valuable instrument for policy analysis. It offers a consis-
tent and transparent framework for evaluating complex interactions among sectors, households, and external
shocks. For a small, open, and structurally dependent economy like Belarus’s, such tools are essential for
assessing the trade-offs of alternative policy choices. The results highlight both the risks caused by external
shocks - particularly energy shocks and complications of trade with Russia - and the potential opportunities
of gradual integration into the European economic space. They also emphasize the importance of carefully
designed compensatory policies, including targeted subsidies, integration support, and financial assistance to

enhance productivity.

The developed CGE model makes one step toward a deeper understanding of these processes and policies,
and future work should aim to refine the database, estimate country-specific parameters, incorporate dynamic
features, and explore the role of institutions and market frictions. Such efforts would enhance the robustness
of the analysis and provide even more relevant guidance for policymakers facing the challenges of integration,
adjustment, and development. Exploring the potential effects of Belarus’s rapprochement with the EU is also

an important area for further research.
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Appendix A

Description of equations in the CGE model for Belarus

Appendix A introduces the equations of the CGE model and calibrations of exogenous parameters. In calibra-

tion, the index O indicates the initial value of a variable from SAM.

Activities

The intermediate consumption of product i by sectorj is described by the Leontief production function:

_pnlO IO
IOi,j —Hm'qj' ’

v

10 . .
where Oi,j is the share of product ¢ used in intermediate consumption by sector 7, an exogenous parameter

with the following calibration:

0
HIO = IOi’j
1,7 qJ[OO )

10
q]- is the volume of intermediate consumption by sectorj.

The breakeven condition for intermediate consumption by sector j:

N
p;%q;¢ = ZpiIOi,jy
i=1

10 .
where pj is the price of intermediate consumption by sector j (equal to 1in the initial state),
Pi is a consumer price of product i (equal to 1in the initial state).

Intermediate consumption in the production of sectorj - Leontief function:
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g™ = 0itqd, @

int .
where 0]- is the share of intermediate consumption in the production of sector j, an exogenous parameter

with the following calibration:

100
q;

int
0’ ol ®

q]A is the volume of production of sector j.

Value added in the production of sector j - Leontief function:

q VA _ GVA qA ©
J J )’

gvA : : . :
where j is the share of value added in the production of sector j, an exogenous parameter with the fol-

lowing calibration:

va _ 4"
0, wral ?
9;
Breakeven condition for sectorj's production:
A\ A A _ VA VA 10,10
(I_tj )pj 4; =DP; 4, +pj q; 8)

A
where tj is a production tax rate for sector j, an exogenous parameter with the following calibration:

tA . SAM(taa:A,j)

i = SAM(Totaly)’ ©)

pj is a basic price in sector j (equal to 1in the initial state).
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Factors market

The distribution of production factors’ utilization in sectorj is based on the CES production function:

Ej—] Ej—] c.—1

/" =A;|6;L;7 +(1-6;)K;” , (10)

where 53' is the share of labor’s factor, an exogenous parameter with the following calibration:

1
€j
6 o ’ngL 0j
J 1 1\ 7 )
L, +wgoK,?
wrok g; K08 p;
Aj is an exogenous parameter of production factors’ allocation efficiency with the following calibration:
A = q0j
J £ 7
OEJ;] 083,;1 Sj—l (12)
6;L7 "7 +(1-6;)K; I
Lj is a volume of labor used by sector j,
WL is a price of labor (equal to 1in the initial state),
Kj is a volume of capital used by sectorj,
W K is a price of capital (equal to 1in the initial state),
£ is elasticity of factors’ substitution, set exogenously.
According to the abovementioned CES production function:
Condition for efficiency maximization of labor utilization in sector j:
€; )
95 (95 )| 5E,, I E 8§ \Eig | T 13
LJ_Aj(wL 6wy 7+ (1—85) wy , (13)

Condition for efficiency maximization of capital utilization in sector J:
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€j . —€ )
Ky = () o 7 (1)

wr,
Breakeven condition for production factors:

p}/Aq]VA = 'wLLj + wKKj.

Commodities market

Condition for distribution of commodity i produced by sector :

N

A

e’ => 0 af,
=1

Condition for setting a price of commodity i produced by sector j:

N

A

pP => 6 p,
=1

where Oj,l- is the mapping coefficient, an exogenous parameter with the following calibration:

External sector

Commodity i’s export price for country 7 is set as follows:

pfﬁ = pwffEXRr

ER . . . N
pwi}r is commodity i’s world export price for country 7 (equal to 1in the initial state),

1
K

£J

—5]} I—Ej

(14)

(15)

(16)

(17)

(18)

(19)

E X R, is an exchange rate with country 7 (amount of foreign currency per unit of domestic currency, equal

to 1in the initial state).
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Commodity i’s distribution to country 7 is described by the CET function:

EERfl

E, AER Z5ERER ZE.ER ’ (20)

where Ez is commodity i’s export volume,
Ei,r is commodity ¢’s volume of export to country 7,

ER .
51’,7‘ is the share of commodity i’s export to country 7, an exogenous parameter with the following calibration:

ERO RO - ER
ER p” IR
Lro ’ 1)
ER
Z pEROEROE

is the efficiency of commodity i’s export to country 7, an exogenous parameter with the following cal-

ER
Az’

ibration:

APE = Lo

€ER71 E-ER*I (22)

Z 5RE'ER0 ;ER

€Z»ER is the elasticity of technical substitution of commodity i’s export to country 7, set exogenously.

According to the abovementioned function, maximization of distribution efficiency for commodity i’s export to

country 7 is set as follows:

ER et
foi PR —
' 5ER i —cER
R _ E; Z 5ER5 ERI-&" (23)
LT ER 1,7C z rc ’
Ai pi,r rc=1
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Commodities’ export breakeven condition:

R
p/E; =) plFEE, @4
r=1

where sz is commodity i’s export price (equal to 1in the initial state).

At the same time, the distribution of commodities produced domestically for export and domestic consumption

is also described by the CET function:

eE

_r
EE—I ElE_l 5‘E71

P = 4F|6EB T (1= 88)aP> T | &

where 5ZE is the share of export of domestically produced commodity i, an exogenous parameter with the

following calibration:

’ (26)

AZE is the commodity 7’s export efficiency, an exogenous parameter with the following calibration:

Do
AP = g
T o
1
E E
Er0 ¢ E\,DDo0 ¢;
o; By i +(1_5i )qi :
EzE is the elasticity of technical substitution of commodity i’s export, set exogenously.
Condition for efficiency maximization of domestically produced commodity i’s export allocation:
E E
D E\ %
a; [ 9 gel pl-ef E\&, DD1-€]] 1-F
E; = — 0; ' p; +(1-67) " p; Y (28)
AE E
i \ Pi
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Condition for efficiency maximization of domestically produced commodity i’s domestic consumption alloca-

tion:
D165\ s -
- — 0; B¢l 1-eE1T.F
¢’P = ZZE o | |08 pF T4 (1 6F)7 ppO ] L, e
i p;

Breakeven condition for domestically produced commodity i:

D _ DD DD
pia; =i B + 90 0
DD
where pi is the price of domestic consumption of domestically produced commodity ¢ (equal to 1in the
initial state).

Import prices for commodity 7 from country 7 are set as follows:

pMR — (1 +t£§.) pw"E EXR,, @)

wMR .
where P 1,r is commodity ¢’s world price for import from country » (equal to 1in the initial state),

M
5% is the commodity ¢’s tax rate for import from country 7, an exogenous parameter with the following cali-

bration:

SAM (ta:cM , z)
tM = A (32)
* SAM(RoW,,1)
Trade and transport margins are included in the consumer price of commodity i:
margm E : hmm‘gm ; (33)
margin .
where § h is the share of trade and transport margins generated by demand on commodity ¢, an ex-
ogenous parameter with the following calibration:
margin _ SAM (i, margin) 54
' SAM total, margin)
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The distribution of commodity i’s import among trade partner countries is described by the Armington CES

function:

R eMR_17 MR
. _ AMR Z MR R MR (35)
MZ — AZ 57,’1' M’f‘,'l: “i )

r=1

where Mz is commodity ¢’s import volume,

R

T,% is commodity i’s volume of import from country 7,

MR
70 s the share of commodity ¢’s import from country r, an exogenous parameter with the following cali-

bration:

MRO RO MR
ME p” M
(ST 1 ’ (36)
MRO RO :MR
Z prz Mr,i !

rc=1

where is the efficiency of commodity i’s import from country 7, an exogenous parameter with the

MR
Az’

following calibration:

AMR _ My,
T MR
MR ?
i W (37)
Z 5MRMRO sMR
81’ is the elasticity of technical substitution of commodity i’s import from country r, set exogenously.

According to the abovementioned function, the function of efficiency maximization for commodity i’s import

from country 7 is as follows:

eMR
MR 5' J_ MR
MR . Mz 7‘,1: 5MR€ MRI-EfVIR v (38)
rg AMR MR rc,i rc,i .

1 pr,i rc=1
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Commodity i’s import breakeven condition:

R
M MRarR
p; M; = me’ Mr,q;y (39)
r=1

where p£\4 is commodity i’s import price.

The distribution of domestically consumed commodities to domestically produced and imported commodities is

also described by the Armington CES function:

eM_g €£\4,1

= AN 5 T (1 sy | w

]

where 55\/’[ is the share of commodity i’s import in its domestic consumption, an exogenous parameter with

the following calibration:

1
Mo M
5M_ pi M(h’
=

L L\’ (41)
pMOM " + (1 +t9)pPPogPDO=Y

]

where tlo is commodity i’s product tax rate, an exogenous parameter with the following calibration:

c SAM (tax®,1)
i N .. R N (42)
D=1 SAM(G,i) — 35— SAM(r, 1)
Ai\l is commodity i’s import efficiency, an exogenous parameter with the following calibration:
0
M _ qd;
A’L - M0
i 1 M (43)

MM <"+ (1—6M)gPP0 <"

7

Eﬁw is the elasticity of technical substitution of commodity i’s import, set exogenously.

Condition for efficiency maximization of commodity i’s import allocation:

44 COMPUTABLE GENERAL EQUILIBRIUM MODEL FOR BELARUS



M M
= jjw i ST (1= )T (1 +9)pPP) ] e
1 1

M;

Condition for efficiency maximization of domestically produced commodity i’s domestic consumption alloca-

tion:

eM M

; 1—6M ' MM M —eM1 T
gPP = jM T +tc);DD [@Mg’ pMUE (18T (1 +t5)pPP) } s (as)

.

)

Commodity ¢’s domestic consumption breakeven condition:

pigi =PI g+ pM M + (1 +18)pPPgPP, (46)

margin
7
calibration:

where { is commodity i’s trade and transport margins’ rate, an exogenous parameter with the following

margin __ SAM(margin, i)
¢ N q? : (47)

t

Trade balance equation:

N
> pwME EXR,ME +trfFVFEXR, +trfFVCPEXR, +tr fFVHHEXR, + trf PV OUEXR, =
1=1

N

> " pwPR, EXR,EE +trfl P EXR, + trfCPREXR, + trfFVIHEXR, + trfCRUEXR, + S%W EXR,, (48)
i=1

where tp fROWLab =y fRoWCap -y, fROWHH ', fRRoWGov gre transfers of production factors (labor and capital)

from households and government to the country 7 respectively,

tr fLabROW - gy, pCapRoW 4, (HHROW . pGovRoW are transfers of production factors (labor and capital) to

households and government from country 7 respectively,

SRoW _ is savings of country 7, fixed amount.
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Households

In the CGE model, households own labor and capital. Brutto income of households consists of wages, rents, net

transfers with the external sector, and government transfers:

R R
YA —w, L+ trfr P VEXR, - ) trffVIEXR, +

R R
+shCPHH [ K + 3 trfCPPWEXR, — Y " trfFWCOPEXR, | +

r=1 r=1 (49)

R R
+Y trfFERWEXR, - trfFVHHEXR, +
r=1 r=1

+tr fHHGYCPI,

where L is labor supply in an economy, fixed amount,
CapHH . - e as . . .
sh is the share of households in rents’ distribution, an exogenous parameter with the following calibra-

tion:

SAM(HH, Cap)
wrgK + 2 trfCorRWExRo S B g fRoWCwpy po’

r

ShCapHH _

(50)

K is capital supply in an economy, fixed amount,

t fHHGov .
L is government transfers to households.

The income of households is broken into final consumption, savings, and income tax. The function of house-

holds’ final consumption of commodity i is set as follows:

pih; = OéfIH(I - tYHH> (1 — mps)YHH, (51)

where hz is commodity i’s households’ final consumption volume,

HH

Q@; is the share of households’ income spent on commodity i’s final consumption, an exogenous parameter

with the following calibration:
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ol — pihi (52)
‘ (1—mps)(1— Y™ )y HHO’

PS is households’ marginal propensity to save, an exogenous parameter with the following calibration:

SAM(IS, HH)

mps = YHHO(1 ~ tYHH) ) (53)

HH
t is an income tax rate, an exogenous parameter with the following calibration:

tyHH . SAM(GO’U, HH)

54
Y HHO (54)
Households’ savings function:
HH
SHH :mps<1—tY )YHH. (55)
The change in consumer prices level is described by the following equation:
N
_ CPI
CPI =) +{"'p;, (56)
1=1
CPI
where Vi is commodity i’s share of input into the overall change of consumer prices level, with the follow-
ing calibration:
01,0
cer P h;
Yi - TN :
(57)
Z 0 hO
) 1pic ic
1c=

The variable of households’ utility was implemented as a parameter and is described by the Cobb-Douglas

function:

N
U =[] (58)
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Government

In the CGE model government’s income consists of tax income from activities, commodities market, households,

rents, and net transfers with the external sector:
. N R N N
G Y HH M R A A A C_DD DD
i=1 r=1 j=1 i=1

R R
+shCr | wiK + Y trf "R VEXR, =y trf[PEXR, | +
r—1 r=1 (59)

R R
+Y trff P VEXR, - Y trffFVC EXR,

r=1 r=1
—trfHHG O P
CapGov . b el .
where Sh is the share of government’s distribution of rents, an exogenous parameter with the follow-

ing calibration:

SAM(Gov, Cap)

ShCapGov — .
wrK + 30 trf SRV EXR] - Y tr fFVOPEXR]

(60)

Government’s income is broken into government’s final consumption and savings. The function of govern-

ment’s final consumption of commodity i is set as follows:

Dig; — O{Z-GOU (YGOU — SGOUCPI) ) (61)

where Ji is the volume of government’s final consumption of commodity ¢,

Gov
Q; is the share of government’s income spent on commodity i’s final consumption, an exogenous parame-

ter with the following calibration:

0,0
aGov _ ngz

! YGov _ SGov ’

(62)

SGOU is government savings, fixed amount.
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Savings and investments

In the CGE model, savings consist of households’, government’s, and external sector’s savings; they are invest-

ed into capital formation. The function of commodity i’s purchase for capital formation is set as follows:

R
piinv; = o™ | SHH 4 §Gov 4 Z S®W . EXR, |, (63)

i
r=1

where invi is the volume of commodity ¢ purchased for capital formation,

inv
Q" is the share of investments which are allocated for the purchase of commodity 7 aimed at capital forma-

tion, an exogenous parameter with the following calibration:

0:..,,0
inv _ p;inv,
' R ' (64)
SHHO +SGov + Z SRoWr

r=1

(07

The variable of real GDP is implemented as a parameter and calculated based on the expenditure approach:

N N N N N
GDP:ZhZ+Zgz+zznvz+ZEz_ZMl (65)
i—1 i=1 i—1 i—1 i—1

Markets equilibrium

Commodity i’s market equilibrium equation:

N
ZIOi’j +hi + g; + 1nv; =q;, (66)
j=1

Labor market equilibrium equation:

(67)

m.b'
|
=

<
I
~N

Capital market equilibrium equation:

(68)

M.N
I
=

<
I
~
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Appendix B

Description of sectors and commaodities

Table A.1: Baseline model

Designation Transcription

Agriculture Plant growing and livestock breeding, provision of services in these areas;
Hunting and provision of hunting services;
Forestry and logging;

Fisheries and fish farming.

Minerals Coal mining;
Mining of metal ores;
Mining of other minerals;
Providing services in the mining industry;

Production of other non-metallic mineral products.

Oil & gas, petroleum Crude oil and natural gas production;

Production of coke and petroleum products.
Food Production of food, beverages and tobacco products.

Textile & wood Production of textiles, clothing and fur products;

Production of leather, fur, leather products, except clothing, and produc-

tion of footwear;

Manufacture of wood processing products, wood and cork products, ex-

cept furniture, straw products, and wicker materials;
Production of pulp, paper, and paper products;

Printing activities and replication of recorded media.
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Chemicals, rubber, pharma

Metals

Electronics

Machinery nec

Motor vehicles

Manufactures nec

Utilities

Construction

Trade

Production of chemical products;

Production of basic pharmaceutical products and pharmaceutical prepa-

rations;

Production of rubber and plastic products.

Metallurgical production;

Production of finished metal products.

Production of computing, electronic, and optical equipment;

Production of electrical equipment.

Production of machinery and equipment not included in other categories,

except machinery for agriculture and forestry.

Production of machines for agriculture and forestry;
Production of cars, trailers, and semi-trailers;

Production of other vehicles and equipment.

Production of other finished products;

Repair and installation of machines and equipment.

Production, transmission, and distribution of electrical energy;

Production and distribution of gaseous fuels;

Production, transmission, distribution, and sale of steam and hot water, air
conditioning;

Collection, treatment, and distribution of water;

Wastewater collection and treatment;

Collection, treatment, and disposal of waste; recycling of materials;

Cleanup activities and other waste disposal services.

Construction activities.

Wholesale and retail trade in cars, motorcycles, and their repairs;
Wholesale trade, except trade in cars and motorcycles;

Retail trade, excluding trade in cars and motorcycles.
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Source: compiled by the authors

Table A.2: Alternative model

Transport

Communication

Other services

Activities of land and pipeline transport;
Water transport activities;

Air transport activities;

Warehousing and auxiliary transport activities;

Postal and courier activities.

Publishing activity;

Production of films, videos, and television programs, activities in the field
of sound recording and publishing of musical works;

Program creation activities. Radio and television broadcasting;

Activities in the field of telecommunications;

Computer programming, consulting, and other related services;

Activities in the field of information services.

Other services.

Designation Transcription

Agriculture Plant growing and livestock breeding, provision of services in these areas;
Hunting and provision of hunting services;
Forestry and logging;
Fisheries and fish farming.

Minerals Coal mining;

Mining of metal ores;
Mining of other minerals;

Providing services in the mining industry.

Oil & gas, petroleum

Crude oil and natural gas production;

Production of coke and petroleum products.
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Food Production of food, beverages and tobacco products.

Textile Production of textiles, clothing, and fur products;
Production of leather, fur, leather products, except clothing, and produc-
tion of footwear.

Wood Manufacture of wood processing products, wood and cork products, ex-

cept furniture, straw products, and wicker materials;
Production of pulp, paper and paper products;

Printing activities and replication of recorded media.

Chemicals, rubber

PProduction of chemical products;

Production of rubber and plastic products.

Pharma Production of basic pharmaceutical products and pharmaceutical prepa-
rations.

Metals Production of other non-metallic mineral products.

Electronics Production of computing, electronic, and optical equipment;

Production of electrical equipment.

Machinery nec

Production of machinery and equipment not included in other categories,

except machinery for agriculture and forestry.

Motor vehicles

Production of machines for agriculture and forestry;
Production of cars, trailers, and semi-trailers;

Production of other vehicles and equipment.

Manufactures nec

Production of other finished products;

Repair and installation of machines and equipment.

Utilities

Production, transmission, and distribution of electrical energy;
Production and distribution of gaseous fuels;

Production, transmission, distribution, and sale of steam and hot water, air

conditioning.
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Water

Collection, treatment, and distribution of water;
Wastewater collection and treatment;
Collection, treatment, and disposal of waste; recycling of materials;

Cleanup activities and other waste disposal services.

Construction

Construction activities.

Trade Wholesale and retail trade in cars, motorcycles, and their repairs;
Wholesale trade, except trade in cars and motorcycles;
Retail trade, excluding trade in cars and motorcycles.

Transport Activities of land and pipeline transport;

Water transport activities;
Air transport activities;
Warehousing and auxiliary transport activities;

Postal and courier activities.

Communication

Publishing activity;

Production of films, videos, and television programs, activities in the field
of sound recording and publishing of musical works;

Program creation activities. Radio and television broadcasting;

Activities in the field of telecommunications;

Computer programming, consulting, and other related services;

Activities in the field of information services.

Other services

Other services.

Source: compiled by the authors
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Introduction

This chapter addresses a practical question with clear policy stakes for the European Union: what would Be-
larusian accession mean for migration, demography, and labour markets in the EU—and for Belarus itself? The
analysis takes a comparative, evidence-led approach because choices on free movement, sequencing, and

safeguards are most credible when grounded in what has actually happened elsewhere.

The chapter is organised around three objectives. First, it synthesises what is known about Belarusian migra-
tion—both to the EU and more broadly—covering the post-Soviet realignment of the 1990s, labour-mobility
patterns through the 2000s, and the politically driven outflows of 2020-2025. Second, it draws lessons from
the 2004 enlargement by examining countries most comparable to Belarus today—Latvia, Lithuania, Poland,
and Hungary—tracking short-, medium-, and long-term impacts on population, labour markets, and society, and
highlighting where policy design mattered. Third, it translates these insights into forward-looking implications
for both Belarus and the EU: how flows are likely to evolve, what risks to anticipate, and which policy instru-

ments can shift outcomes from brain drain to brain circulation.

The evidence base combines desk research (official statistics, comparative studies, and recent policy evalu-
ations) with more than ten semi-structured interviews with senior experts and policymakers involved in the
2004 accession process in Lithuania, Latvia, Poland, and Hungary. These interviews clarify how enlargement
worked in practice—what was planned, what was not, and which effects surprised decision-makers—and help

separate policy-driven dynamics from background demographic trends.

The aim is not to predict exact headcounts but to equip EU institutions and Member States with an actionable

framework for sequencing, de-risking, and harnessing Belarus-EU mobility, should the accession track open.
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1. Belarusian Migration since the 1990s

11 Phase One: Post-Soviet Realignment (1990s)

The dissolution of the Soviet Union in 1991 marked a significant turning point for Belarus, leading to its inde-
pendence. In 1994, Alexander Lukashenko came to power, winning Belarus's first and only free presidential
election. During the 1990s, Lukashenko began to consolidate power through referendums that expanded pres-

idential authority and aligned Belarus more closely with Russia (Hartwell et al., 2022).

The economic context of the decade was marked by significant challenges. The transition from a Soviet to a
post-Soviet economy led to widespread poverty and unemployment, serving as a major push factor for em-
igration (Hanson, 2014). Political instability and limited economic opportunities further encouraged migration,

setting the stage for ongoing demographic and economic challenges in subsequent years.

Migration Trends

Migration to and from Belarus in the 1990s was significantly shaped by the economic and political changes
following the Soviet collapse. Many Belarusians migrated to Russia, Poland, Germany, the United States, and
Canada. Labour migration to Russia increased over time, while temporary migration to the EU remained limited.
The main push factors were economic instability, political uncertainty, limited economic opportunities, and eth-

nic tensions (Macrotrends, 2023).

Demographic Impacts

Out-migration of young and skilled workers during the 1990s contributed to an ageing population and a re-
duced workforce, exacerbating economic challenges. Despite some immigration, Belarus's population began to
decline due to low birth rates and ageing trends. The emigration of skilled professionals reduced the country's

economic potential, and return migration remained limited (Macrotrends, 2023).
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1.2 Phase Two: Labour Migration (2000-2020)

Between 2000 and 2020, Belarus witnessed continued consolidation of power under Lukashenko. Referen-
dums, particularly in 2004, removed presidential term limits, effectively allowing him to remain in office indef-
initely. Despite occasional overtures to the EU and the West, the country largely maintained close ties with
Russia. This period saw increasing authoritarianism, with elections frequently criticised for lacking fairness and

transparency (Hartwell et al., 2022).

Over these two decades, Belarus generally experienced a positive net migration rate, suggesting that more
individuals immigrated to the country than emigrated. However, this positive balance masked underlying com-
plexities. The majority of migration flows remained within the Commonwealth of Independent States (CIS),
particularly with Russia, reflecting historical ties and economic partnerships. A gradual shift emerged, with
increasing numbers of Belarusians seeking opportunities in non-CIS countries—especially Poland and Lithua-

nia—driven by evolving economic landscapes and political considerations within the region (Petrakova, 2022).

Labour migration played a critical role in Belarusian migration dynamics during this period. Immigration to Belar-
us, primarily from Ukraine, was consistently significant, with immigration figures surpassing emigration numbers
between 2009 and 2019, reaching its peak growth between 2014 and 2016 as a result of Ukrainian emigration

flows (Integral Human Development, 2022).

Migration patterns from Belarus were notably skewed towards men, who comprised a substantial portion of
labour migrants. Political instability and economic challenges served as prominent push factors, particularly
among younger and more educated individuals. These push factors intensified following the contentious 2020
presidential elections, prompting an acceleration of emigration to EU countries, particularly Poland (Chmiel et
al., 2021).

Demographic and Economic Consequences

While a positive net migration rate was observed, Belarus's population continued to decline due to persistently
low birth rates and an ageing demographic structure. The emigration of younger, more educated individuals
further contributed to the ageing trend, posing challenges to the sustainability of pension and healthcare sys-
tems (Macrotrends, 2023). The emigration of skilled workers—predominantly male—resulted in a reduction of

the workforce, impacting economic productivity and creating labour shortages across various sectors.

Migration patterns between rural and urban areas in Belarus widened existing disparities. Rural areas expe-
rienced substantial out-migration driven by limited economic opportunities and restricted access to services.
Urban centres, particularly Minsk, attracted migrants seeking better prospects, contributing to population

growth in urban areas.
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Growth of the Belarusian Diaspora

Between 2000 and 2020, the Belarusian diaspora expanded significantly and became increasingly politically
active. While Belarusian communities already existed in countries such as Poland, Lithuania, and the United
States, migration driven by economic and political reasons expanded these networks. Following the 2020 elec-
tions, the diaspora was characterised by enhanced civic and political engagement, with Belarusians abroad

actively supporting democratic movements and advocating for change (Chmiel et al., 2021).

1.3 Phase Three: Political Exodus and Geopolitical
Instrumentalisation (2020-2025)

The period between 2020 and 2025 was marked by significant political upheaval. The 2020 presidential elec-
tion, widely regarded as rigged, sparked unprecedented protests. The Lukashenko regime responded with a
severe crackdown, resulting in mass arrests, police brutality, and the forced exile of opposition leaders. The
Ryanair incident in 2021, in which a flight was forced to land in Minsk to arrest a journalist, drew international
condemnation. Belarus's support for Russia's invasion of Ukraine in 2022 led to increased international isolation

and sanctions, further destabilising the political landscape.

Political repression following the 2020 elections triggered a wave of emigration. Driven by fears for their safety
and a lack of opportunities for political expression, many Belarusians sought refuge in neighbouring countries,
particularly Poland, Lithuania, and Ukraine (until the escalation of the war). This exodus marked a significant
brain drain, as many of those who left were skilled professionals, activists, and intellectuals. While economic

factors existed, the overriding driver was political persecution (Luzgina & Koreyvo, 2023).

Weaponisation of Migration

Belarus was also implicated in the weaponisation of migration, particularly during the 2021 border crisis with
Lithuania, Latvia, and Poland. The Belarusian government, allegedly in retaliation for EU sanctions, strategically
facilitated the irregular entry of migrants—primarily from the Middle East and Africa—into the EU. This tactic in-
volved providing migrants with visas, transportation to the Belarusian border, and instructions on how to cross
illegally. The crisis resulted in significant humanitarian challenges, strained bilateral relations, and prompted
accusations of Minsk using vulnerable individuals to exert political pressure on the EU (European Parliament,
2023).
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Transformation of the Diaspora

The political crisis significantly reshaped the Belarusian diaspora. Existing communities in Poland, Lithuania,
Germany, and the United States experienced a surge in new arrivals, revitalising these communities while pre-
senting integration challenges. The diaspora became a crucial hub for organising political opposition, providing
support for those persecuted in Belarus, and advocating for international pressure on the Lukashenko regime
(Petrakova, 2022).

A defining characteristic of the post-2020 diaspora is its high degree of politicisation and civic engagement.
Belarusians abroad became actively involved in supporting democratic movements, organising protests, and
advocating for human rights. Online activism and social media campaigns played a crucial role in raising aware-
ness (Chmiel et al., 2021). The presence of this large and politically active diaspora has significantly influenced
EU-Belarus relations: the EU became more vocal in its criticism of the Lukashenko regime and imposed sanc-

tions in response to human rights abuses (European Parliament, 2023).

Demographic and Social Consequences

The accelerated emigration had a profound impact on Belarus's demography. The exodus of young, educated
individuals further exacerbated the country's existing demographic challenges, particularly its ageing popula-
tion and shrinking workforce. This brain drain resulted in a loss of human capital, potentially hindering future
economic growth and innovation (Petrakova, 2022; Macrotrends, 2023). Independent estimates suggest at
least 100,000-200,000 departures since 2020, while official data understate the scale (Ktysinski, 2023).

Civil society organisations within Belarus faced increased pressure during this period, and independent media
outlets were forced to shut down or operate from abroad. This erosion of civil society and the suppression of
dissenting voices led to increased polarisation within Belarusian society (Chmiel et al., 2021). The war in Ukraine
also influenced migration patterns, with Belarus becoming both a transit country and a potential destination

for refugees.
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2. Lessons from Enlargement: The 2004
Case Studies

This section examines what happened when countries with demographic and economic profiles similar to Be-
larus joined the European Union in 2004. By tracing migration flows, population changes, and labour-market
adjustments in Poland, Hungary, Latvia, and Lithuania, it identifies the immediate, medium-term, and long-term
impacts of EU accession on sending states. The analysis moves beyond numbers to consider economic out-

comes, social transformations, and the role of public policies—or their absence—in shaping these trajectories.

21 Country Profiles at the Time of Accession

Economic Context

The 2004 EU enlargement marked the largest single expansion of the Union, adding ten new member states
and more than 74 million people to a Union that grew from 15 to 25 members. The EU's share of global GDP
(measured in purchasing power parities) increased from 19.3 per cent to more than 21 per cent (Council of the
EU, 2024).

As an economic indicator, GDP per capita in Poland, Latvia, Lithuania, and Hungary ranged between 9,000
and 13,000 USD at the time of accession, markedly below the EU average. Hungary had pursued rapid mar-
ket-oriented reforms from the early 1990s, while Latvia and Lithuania opted for more gradual transitions, and
Poland underwent significant structural changes strongly shaped by EU integration dynamics (Black, Engbers-
en, Okdlski, & Pantiru, 2010; Budnik, 2009; Bujor, 2024). By comparison, Belarus today remains slightly below
the levels observed in these new member states at the time of their accession; Hungary in 2004 and Belarus

today also present comparable population sizes, despite notable differences in land area (World Bank, 2025).

For the new member states, accession provided a framework for economic growth, stability, and integration
into global markets. In 2004, the EU10's average GDP per capita in purchasing power standards (PPS) equalled
59 per cent of the EU27 average; by 2022 this had risen to 81 per cent (Council of the EU, 2024). Pasimeni
(2024), reviewing the enlargement two decades later, concludes that most ex-ante expectations were real-
ised: trade costs fell sharply, trade integration deepened, and EU10 firms became more firmly embedded in

cross-border value chains, especially in manufacturing.
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Demographic Context

By the time of EU accession in 2004, all four countries already displayed demographic fragilities: low fertili-
ty, rising mortality, and significant emigration. In Poland, the population remained broadly stable in the early
1990s before the significant demographic shifts triggered by accession. Hungary experienced a steady decline
throughout the 1990s and early 2000s, with natural decrease firmly entrenched as a structural challenge. In
Latvia, the early 1990s brought a sharp population fall caused by both negative natural increase and sustained
net emigration. Lithuania followed a similar trajectory, with fertility rates collapsing after independence and

emigration increasing sharply, reducing the population from around 3.7 million in the early 1990s.

Hazans (2019) identifies four distinct waves of post-independence emigration from Latvia, which resonate with
broader regional dynamics: a Pre-Accession Wave (2000-2003) shaped mainly by individual migrant charac-
teristics; a Post-Accession Wave (2004-2008) strongly conditioned by institutional and market factors; Cri-
sis-Driven Emigration (2009-2010) following the global financial crisis; and a Post-Crisis Wave (2011-2016) in
which migration normalised as a life strategy. In the post-Covid period, Hazans notes the rise of remote work
and transnational living among highly skilled workers as a further reshaping of mobility patterns (Hazans, 2019,
pp. 64-65).

These demographic trajectories closely resemble those of contemporary Belarus, which since the early 1990s
has combined low fertility with rising emigration, shrinking by about one million people to roughly 9.2 million
by 1 January 2023, with the post-2020 crackdown accelerating outflows and tightening labour shortages in

healthcare, construction, and IT (Ktysinski, 2023).

2.2 Migration Flows Post-Accession

Scale and Selectivity

The 2004 enlargement set off migration flows on a scale that many policymakers had not anticipated. Between
2004 and 2007 alone, approximately two million Poles migrated to other EU countries, primarily to the United
Kingdom and Ireland (Drinkwater, Eade, & Garapich, 2006; Kaczmarczyk & Janicka, 2009; Kaczmarczyk, Al-
daz-Carroll, & Hotda, 2020). Population decline followed across all four countries: Latvia fell from 2.263 million
in 2004 to 1.862 million in 2024 (-17.7%); Poland from 38.18 million to 36.55 million (-4.3%); Lithuania from 3.377
million to 2.88 million (-14.7%); and Hungary from 10.11 million to 9.562 million (-5.4%) (World Bank, 2025).

Importantly, the character of migration also changed. Before accession, those leaving to the EU were mainly

highly educated migrants who were competitive on European labour markets. After accession, both low-skilled
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and high-skilled workers left, in far higher numbers. The early opening of labour markets in the United Kingdom,
Ireland, and Sweden made them the most accessible destinations for A8 workers in practical terms, demon-

strating how policy openness channels flows (Okolski & Salt, 2014; Kahanec, Zaiceva & Zimmermann, 2009).

Destination Countries

The United Kingdom, Ireland, and Germany were the principal beneficiaries of post-accession migration. While
most older member states applied transitional restrictions, the UK, Ireland, and Sweden opened their labour
markets immediately in 2004, resulting in a surge of east-west migration (Dustmann et al., 2010; Zaiceva &
Zimmermann, 2008). Ireland saw Poles become the largest non-Irish nationality within just a few years (Central
Statistics Office, 2017). The UK experienced the largest immigration wave in its modern history, with over half a
million workers arriving in the first years after enlargement (Dustmann et al., 2010). Germany, despite maintain-
ing restrictions until 2011 (EU-8) and 2014 (EU-2), quickly became a central destination once its labour market

opened fully, hosting more than 900,000 Romanian citizens alone by 2024 (Statistisches Bundesamt, 2024).

Network effects consolidated these flows, as established diaspora communities acted as magnets for new-

comers, reinforcing the concentration of migrants in specific destinations (Beine, Docquier, & Ozden, 2011).

2.5 Labour-Market Impacts in Sending Countries

EU accession initially had a positive impact on unemployment rates in sending countries. Latvia's unemploy-
ment rate dropped significantly from double digits prior to accession to single digits by 2007, largely due to
mass emigration (Hazans, 2007). In Poland, unemployment rates decreased notably from approximately 20 per
cent in 2003 to around 9 per cent by 2007 (Balcerowicz, 2007; Kaczmarczyk & Tyrowicz, 2015). Hungary saw
a relatively smaller immediate emigration wave, though significant outward migration increased following the
2008 economic crisis (Fazekas & Blasko, 2016).

This drop can be explained by two factors. First, those who were relatively marginalised in the labour market
gained new opportunities as others left. Second, inward investment created new employment. Post-accession
countries experienced improvements in labour-market conditions, gradually aligning with EU averages, with
declining unemployment and steadily increasing employment rates over the subsequent decade (Bieszk-Stol-

orz & Dmytréw, 2020; Fazekas & Blaskd, 2016).

The emigration of younger, often highly skilled workers created immediate labour shortages, particularly in
healthcare, construction, and information technology (OECD, 2013; Hazans, 2007). Poland experienced signifi-

cant labour shortages in construction and healthcare (Kaczmarczyk & Janicka, 2009; Eldring, Fitzgerald, & Arn-
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holtz, 2012), while Latvia encountered acute skill mismatches and labour-market disruptions (Brauksa & Fade-
jeva, 2013). In response, substantial wage growth occurred: Latvia saw notable wage increases between 2005
and 2008, driven by competitive pressures to retain domestic workers (Hazans, 2007), and Poland experienced

similar wage growth trends in sectors heavily affected by shortages (Balcerowicz, 2007; Budnik, 2009).

The selectivity of migration amplified its effects. Workers in medicine, ICT, engineering, and construction were
disproportionately likely to leave, creating bottlenecks at home, while employers reported weakened innova-
tion capacity and persistent vacancies. At the same time, emigrants often faced skills mismatches abroad, with
up to 40 per cent of university graduates employed below their qualifications (Hazans, 2018). Across CEE the
balance sheet was mixed: EU-wide output gains masked losses in sending states at least in the short run, while
remittances mostly boosted consumption rather than investment (Holland et al., 2011; Barbone, Pietka-Kosirska
& Topiriska, 2012; OECD, 2006).

24 Labour-Market Impacts in Receiving Countries

Across the EU-15, EU-10 migrants registered high employment rates and strong labour-force participation,
yet frequently entered segments of the market below their formal qualifications—especially in construction,
hospitality, agriculture, and selected services (European Commission, 2011; Galgdczi & Leschke, 2012; Fihel,
Kaczmarczyk, & Okdlski, 2006). Evidence from the UK and Ireland documents high employment alongside oc-
cupational downgrading and lower average wages relative to natives (Currie, 2007; Voitchovsky, 2014). Mod-
el-based and descriptive analyses converge on modest, often temporary wage effects and limited displace-
ment risks, with positive contributions to output and employment in receiving states (D'Auria, Mc Morrow, &

Pichelmann, 2008; Kahanec, Zaiceva, & Zimmermann, 2009).

Benefits and adjustments were uneven within receiving countries: metropolitan regions and expanding trad-
able sectors absorbed EU-10 workers more readily, while peripheral areas and low-productivity sectors adjust-

ed more slowly (European Commission, 2011; Galgdczi & Leschke, 2012).

2.5 Demographic Consequences and Long-Term Challenges

Latvia illustrates the demographic and human capital costs most starkly. Since 2000, the country has recorded
among the fastest depopulation rates in the world, its population shrinking by around 18 per cent to 1.9 million.

Between 2000 and 2013, approximately 259,000 Latvians emigrated without returning, with losses concen-
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trated among the young and highly educated. By 2014, two in five Latvians with higher education under the
age of 25—and more than one-third of those aged 25-34—were living abroad (Hazans, 2018). Net migration in
Latvia remains deeply negative: net outflow of -4,600 was recorded in 2024 (Statistics Latvia, 2025), and it is
estimated that the country's population may shrink by a further 35 per cent in the next 25 years. Lithuania ex-
perienced similar losses, though net migration turned positive in recent years (+23,140 in 2024), driven largely

by arrivals from Belarus and Ukraine and by returning Lithuanian citizens (Statistics Lithuania, 2025).

Hungary followed a slightly different trajectory. Emigration accelerated after 2004 but peaked later, with par-
ticularly strong flows following the 2008 financial crisis and again after 2010, when political disillusionment
became a growing driver. Highly skilled Hungarians—especially young graduates—moved in significant num-
bers to Germany, Austria, and the UK, often citing weak institutional trust alongside economic motives. Many
accepted jobs below their qualifications, a form of "brain waste" (Szilasi et al., 2025). Net migration in Hungary
is positive but modest (+4,900 in 2024), with 41,300 Hungarian citizens moving abroad and 28,900 returning
(OIF, 2025; Hungarian Statistical Office, 2025).

In Poland, skilled mobility clustered around metropolitan centres, creating a dual pattern: large cities enjoyed
net human capital gains while peripheral regions faced persistent drain (Herbst & Rok, 2016). Poland in 2024
registered positive net migration, partly due to fewer Poles leaving the country (Statistics Poland, 2025), but
it recorded the EU's largest absolute population decline for the second year running, losing approximately
123,475 inhabitants in a single year (Notes from Poland, 2025).

Mass emigration intensified ageing processes, particularly in Latvia and Lithuania, with younger working-age
populations disproportionately migrating abroad, resulting in higher dependency ratios and increased pres-

sures on pension systems and public finances (Hazans, 2018).

2.6 Return Migration and Brain Circulation

Return migration has been promoted as a way to transform brain drain into brain gain. Evidence from Latvia,
Lithuania, and Hungary shows that returnees bring valuable assets: international contacts, language skills,
entrepreneurial ambition, and new managerial practices. Return migrants are more likely to engage in entrepre-
neurship than those who never left, with higher self-assessed capabilities and lower fear of failure (Fredheim,
Varpina & Krumina, 2021; Varpina & Fredheim, 2022). Yet the scale of return remains too small to compensate for
the magnitude of losses. In Latvia, for example, only about a quarter of emigrants return, and their profile does

not mirror the groups most likely to have left.

Countries affected by these shifts implemented various measures to attract return migrants. Poland initiated

targeted programmes to improve employment conditions and facilitate recognition of qualifications obtained
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abroad (Kaczmarczyk & Janicka, 2009; Kalman, 2016), though effectiveness varied significantly across regions
and sectors (Kaczmarczyk et al., 2020). Two levers matter most for sending countries: first, recognising soft
skills and experience gained abroad reduces early unemployment spells for returnees and raises the odds
of self-employment (Martin & Radu, 2012; Grabowska, 2018a); second, linking funding to local ecosystems
that can absorb returnees' skills improves the odds that remittances become capital rather than consumption
(OECD, 2006; Barbone et al., 2012).

Policymakers from the 2004 enlargement states recalled in interviews that return migration was simply not
considered at the time. Social remittances—the skills, norms, and networks that circulate back even when di-
plomas are under-utilised abroad—only entered the policy conversation after the 2008-2009 financial crisis,

when returns became more common (Levitt, 1998; Grabowska, 2018a; White et al., 2018).

2.7 Political Knock-0n Effects in Receiving Countries

While post-2004 mobility primarily generated labour-market complementarities, the political effects in receiv-
ing EU-15 countries proved more disruptive. Freedom of movement became politicised as part of wider debates
over immigration, welfare, and sovereignty. Public opinion data show that migration from Central and Eastern
Europe was often perceived more negatively than the macroeconomic evidence would justify (Brucker, Jahn,
& Upward, 2013; Dustmann, Frattini, & Preston, 2010).

In the United Kingdom, the inflow of A8 migrants after 2004 coincided with the rise of UKIP, which linked
free movement to welfare pressure and wage competition (Ford & Goodwin, 2014). In Austria, Denmark, and
the Netherlands, mainstream parties adjusted their rhetoric to counter far-right challengers, contributing to a
broader politicisation of intra-EU migration (Dennison & Geddes, 2019). The link between free movement and
Euroscepticism is most clearly illustrated by Brexit: scholars identify the visibility of post-2004 migration, com-
bined with narratives of "uncontrolled" borders, as a central driver of the Leave vote (Hobolt, 2016; Goodwin &
Milazzo, 2017).

In Germany, where transitional restrictions delayed inflows, public opinion remained more muted until after
2011. Even then, discontent was less marked than in the UK, reflecting different institutional contexts and wel-
fare regimes (BrUcker et al., 2013). Taken together, the political record suggests that the enlargement triggered
significant variation in responses across EU-15 states: where inflows were rapid and visible, they reshaped

party competition and public discourse.
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Main directions of emigration for permanent residence from Poland by countries in years 1966-

2024 from Statistics Poland see reference above
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3. Belarus in Comparative Perspective

31 Current Belarusian Diaspora in Neighbouring EU States

Poland, Lithuania, and Latvia all share borders with Belarus and have become key destinations for Belarusians,
each hosting a long-standing diaspora that has grown substantially—first through pre-2020 labour migration

and then through a large wave of political and economic migrants after the contested 2020 elections.

According to Statistics Lithuania, net migration of Belarusians has been consistently positive since the 1990s.
Annual net inflows averaged a few hundred through the 2000s, but rose sharply: 934 in 2021, 1,305 in 2022,
1,938 in 2023, and a record 2,467 in 2024 (Statistics Lithuania, 2025). By early 2025, Lithuania hosted around

57,500 Belarusian residents.

Poland has seen the largest Belarusian inflows. Residence permits for Belarusians doubled after 2020, and
by mid-2023, 122,000 Belarusians were registered with Poland's social insurance system. Humanitarian visas
(47,000 in 2020) and Poland Business Harbour visas (approximately 90,000 issued by 2023) further illustrate
the scale of post-2020 arrivals. Current estimates put the Belarusian diaspora in Poland at 100,000-150,000
people (Homel et al., 2023). Latvia hosts approximately 54,000-55,000 ethnic Belarusians, around 2.8 per cent
of the population (Central Statistical Bureau of Latvia, 2024).

Together, these three countries form the core of Belarusian migration in the EU. The largest share of civ-
ic-minded Belarusians who left after 2020 reside in Poland (45%), Georgia (10%), Lithuania (8%), and Germany
(6%) (Korshunau, 2023). By early 2025, approximately 360,000 residents of EU countries had been born in Be-
larus, equalling about four per cent of Belarus's total population, with an additional 240,000 Belarusian citizens
residing in the EU (Eurostat, 2025).

3.2 What Would Be Different for Belarus—and What Would Be
Similar

Belarus approaches the prospect of EU accession under conditions that differ markedly from those faced by

earlier entrants in 2004. Three differences stand out.

3. BELARUS IN COMPARATIVE PERSPECTIVE 17



First, remote work and transnational living are already embedded among high-skilled, non-manual workers,
providing flexibility that did not exist two decades ago. These patterns are visible even in the pre-accession
period and will likely expand once free movement is formally established, shaping how Belarusians connect to

EU labour markets.

Second, existing migrant networks are far larger. By early 2025, Belarus's EU-based diaspora amounts to four
to five per cent of the total population, with particularly dense nodes in Poland and Lithuania. By contrast, the
post-Soviet Latvian diaspora in OECD countries before accession numbered only about 21,000, or one per cent

of the population (Hazans, 2019). These denser structures are likely to accelerate subsequent mobility.

Third, non-economic push factors will remain strong. A large segment of the Belarusian population is employed
in law enforcement and regime-linked institutions. Once the Lukashenka system collapses, many of these in-
dividuals will look for exit options. Some will move to non-EU destinations, but others will seek EU countries,

adding a political and institutional dimension to post-accession migration that was less pronounced in 2004.

In terms of similarities, Belarus faces the same arithmetic of low fertility and net emigration that characterised
the 2004 entrants. The pool of potential emigrants has already been partly depleted since 2020, when large
numbers—particularly the highly skilled—left for destinations including Russia and Georgia; many of these may
use accession as an opportunity for onward movement to EU states. Economic and educational opportunities
will continue to interact with cultural and linguistic ties: wage differentials and access to higher education re-
main powerful drivers (Barslund, Busse & Schwarzwalder, 2015; Pszczdtkowska, 2024), while cultural familiarity
lowers settlement costs and shapes decisions. Varpina and Fredheim (2022) show how cultural and linguistic
factors shaped Ukrainian asylum seekers' decisions to move to Latvia, even when wealthier destinations were

available.

The broader lesson is that migration should not be understood only in numerical terms. Total human capital—
including skills, languages, and practices—travels with migrants and circulates back through social remittances
(Levitt, 1998; Grabowska & Garapich, 2016a). Without stronger institutions and policies at home, the balance of
costs and gains from accession-driven migration is likely to be less favourable for Belarus than it was for the

2004 enlargement states.
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4 Migration Dynamics under Accession:
Scenarios and Policy Implications

4.1 Why This Accession Would Be Different

Geopolitics would dominate economics. Belarus's authoritarian legacy and proximity to Russia mean that mo-
bility will be read as an ideological and security issue as much as a labour-market adjustment (Faist, 2016). Po-
litical narratives will track regional developments: escalation will harden opinion and policy, while de-escalation

may soften them.

A Belarusian accession would likely politicise migration in a different register than 2004. Because of Belarus's
long association with Russia and its authoritarian legacy, mobility would be interpreted not simply as a la-
bour-market adjustment but as a geopolitical and ideological choice. Public debates in existing member states
could frame Belarusian movers either as "Europeans seeking freedom" or, conversely, as potential carriers
of instability or Russian influence. Which narrative dominates would depend heavily on concurrent events in
Ukraine and Russia. If Belarus were perceived as firmly breaking from Moscow, migration might be welcomed
as part of a security realignment. If uncertainty remained, populist actors could cast mobility as risky. In short,
the politics of free movement would not be confined to questions of jobs or welfare, as in 2004; instead they

would intertwine with security, ideology, and the EU's confrontation with Russia.

4.2 Expected Migration Dynamics

The likely pattern is a measurable but not unlimited outflow, front-loaded in the first two to four years after
legal opening—driven by strong diaspora networks in Poland, Lithuania, and Latvia (Beine, Docquier, & Ozden,
2011; Prieto-Curiel et al., 2023) and by labour demand in Germany (Barslund, Busse & Schwarzwaélder, 2015)—
and then moderating. The pool of potential movers is smaller than in 2004-07, given that many high-skilled

Belarusians have already left since 2020 (Pszczotkowska, 2024).

Initial destinations will be Poland, Lithuania, and Latvia—where proximity, networks, and tailored pathways align
(Okolski & Salt, 2014)—followed by Germany as a major second-stage hub. Employment rates among movers
are expected to be high, with concentrations in shortage sectors such as logistics, manufacturing support,

construction, care, and hospitality, alongside IT and professional services via remote or hybrid models (Kah-
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anec, Zaiceva & Zimmermann, 2009). Short-run skills downgrading is likely where recognition and language

support lag (Adsera, 2015).

Return flows will remain muted unless credible political openings emerge. Remittances will initially skew to-
wards consumption (OECD, 2006; Barbone et al., 2012), and their developmental impact will remain limited
without secure property rights and channels for productive investment (Gjini & Moisiu, 2013). Soft skills, norms,
and organisational know-how will circulate through social remittances (Levitt, 1998; White et al., 2018), but

weak absorptive capacity at home is the binding constraint (Williams & Baladz, 2005).

4.3 Risks to Anticipate

Political and security backlash in host states is a central risk. Belarusian migration may be framed as a Trojan
horse for Russian influence, triggering stricter transitional regimes, tougher vetting, and heightened politicisa-
tion. At the origin, sectoral drain in health, construction, and IT could deepen shortages and accelerate ageing
(Thaut, 2009; Hazans, 2013). Abroad, under-utilisation of skills will slow integration and reduce returns to edu-
cation (Lanati & Venturini, 2021). At home, weak institutions will stall convergence, dampening investment from

remittances and returnees (Goschin, 2014).

44 Policy Recommendations

Phased Access and Risk Management

Transitional labour-market regimes should open work rights first, while social rights and permanent residence
are staged as rule-of-law milestones are verified (Aranson & Ordeshook, 1981). Security-tiered vetting must be
applied proportionately to sensitive profiles, with clear appeal safeguards in place. Reversal clauses should be

codified to allow snap-back options if democratic backsliding occurs.

Steering Migration Flows Productively

Skills corridors targeted at shortage occupations should include fast-track recognition pilots, bridging cours-
es, and language vouchers to ensure efficient labour-market matching (Fihel, Kaczmarczyk, & Okdlski, 2006).

Remote-work compliance toolkits are needed to clarify contracts, taxation, and portability rules. Diaspora nav-
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igation hubs in Poland, Lithuania, Latvia, and Germany could serve as one-stop services to guide migrants into

legal, recognised pathways and reduce skills downgrading.

Supporting Origin-Side Absorption

An EU technical assistance compact could prioritise reforms in property rights, SME finance, vocational stan-
dards, and qualification frameworks, so that Belarus can effectively use skills and capital when conditions per-
mit. Portable EU-issued micro-credentials would accelerate hiring abroad while easing recognition on return,

and civic or academic fellowships in exile would help retain human capital while de-risking politicised profiles.

Communication and Cohesion

Evidence-first messaging, supported by public dashboards on employment, tax contributions, and filled vacan-
cies, would counter myths and misinformation (Grabowska, 2018a). Co-financing through EU/ESF+ support for
municipalities with higher inflows should be earmarked for language classes, schools, and housing mediation,

pre-empting pinch points that risk politicisation.

Actors and Instruments

For EU institutions, it may be valuable to link future mobility rights to verifiable rule-of-law benchmarks, ensur-
ing that steps forward are gradual and anchored in broader reforms. EU support could also fund digital creden-
tialing systems, pilot frameworks for governing remote work, and establish a Belarus Mobility Observatory to
track migration flows, labour outcomes, and emerging narratives (Engbersen et al., 2017). For Member States—
particularly Poland, Lithuania, Latvia, and Germany—there is scope to explore Belarus Talent Pass schemes in
shortage fields, light-touch skills screening with bridging opportunities, and coordinated approaches to se-
curity vetting to avoid fragmentation (D'Auria, Mc Morrow & Pichelmann, 2008). For a future reform-minded
Belarusian government, priorities could include safeguarding remittance-funded SMEs, recognising EU-issued
micro-credentials on return, and experimenting with sectoral compacts in health and STEM that combine wage

support with housing or reintegration assistance (Grabowska, 2018a).
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H. Conclusion

If Belarus were to join the European Union, migration would become one of the most visible and contested
aspects of accession. Early indicators will matter: how many applications convert into permits in Poland, Lithu-
ania, Latvia, and Germany; whether shortages in construction, care, health, logistics, and IT begin to ease; and
how many newcomers rely on remote contracts rather than local employment. The tone of media coverage and
the fortunes of far-right parties will show how quickly mobility becomes politicised, while the registration of

new businesses by Belarusians abroad may hint at longer-term circulation and reintegration prospects.

The lesson from earlier enlargements is that migration cannot be understood in numbers alone. It shifts human
capital, redistributes skills and values, and reshapes political narratives. For Belarus, these dynamics will be
amplified by geopolitics. Labour-market fundamentals suggest that host countries would benefit from comple-
mentary skills, high employment rates, and the easing of bottlenecks. Yet the framing of Belarusian migration
will rarely be economic. Instead, mobility is likely to be interpreted through the lens of Russia and Ukraine, with

security concerns, trust questions, and ideological divides looming larger than jobs or welfare.

Return is unlikely to feature strongly unless there is a credible political opening at home. Skilled Belarusians
may be particularly reluctant to return to a repressive or unstable system, prolonging the outflow of talent.
Remittances will continue, but their developmental effect will remain limited if property rights are weak and

opportunities for productive reinvestment scarce.

Compared to earlier candidates, Belarus stands further from EU institutional norms. This makes safeguards and
conditionalities essential. Any liberalisation of migration will need to be phased, with work rights preceding so-
cial and political rights, and accompanied by mechanisms for monitoring and reversal if democratic backsliding

OocCcCurs.

Above all, Belarusian accession would not be a purely economic adjustment. It would be a foreign policy flash-
point at the intersection of migration, security, and geopolitics. Whether the balance tips towards opportunity
or strain will depend not only on how many people move, but on the institutions, safeguards, and narratives

that accompany them.
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1. Introduction

The prospect of Belarus’ integration into the European Union (EU) raises fundamental questions about the
alignment of its economy with the EU’s increasingly ambitious environmental and climate policy framework.
Since 2019, the EU has advanced a comprehensive agenda under the European Green Deal' (EGD), supported
by extensive legislative reforms aimed at delivering climate neutrality by 2050. These initiatives have tightened
emissions caps, set ambitious renewable energy deployment targets, strengthened energy efficiency obliga-
tions, and expanded sustainability reporting requirements. For countries aspiring to join the Union, this acquis
represents not only an environmental benchmark but also a demanding entry condition that directly shapes
their economic models, investment priorities, and regulatory institutions.

Following the adoption of the revised enlargement methodology?, the EU acquis is structured around six the-
matic clusters. For Belarus, the cluster on the Green Agenda and Sustainable Connectivity - which includes
the acquis on transport policy, energy, trans-European networks, environment, and climate change - would
represent one of the most challenging yet strategically important areas of alignment. Unlike countries already
integrated through the Energy Community framework, Belarus remains outside EU-linked energy governance
structures and has only limited experience with legislative approximation in this cluster. Progress to date has
been uneven: while steps have been taken to diversify the energy mix and promote energy conservation, many
core elements of the acquis - such as carbon pricing, renewable energy guarantees of origin, best available
techniques in industry, and clean vehicle procurement - are absent or only partially developed.

The aim of this report is therefore twofold. First, it seeks to identify EU energy and climate regulations, par-
ticularly those stemming from the European Green Deal, most relevant for Belarus’ key economic sectors.
Second, it assesses the readiness of Belarus to comply with these regulations and the potential impacts that
such harmonisation would entail. By combining regulatory mapping with sectoral impact analysis, the report
offers a structured basis for understanding both the challenges and the opportunities of EU integration for the
Belarusian economy.

The scope of the analysis is energy-relevant EU environmental legislation and its implications across the five
largest sectors of the Belarusian economy: agriculture, manufacturing, electricity, gas, steam and air condition-
ing supply, construction, and transport. These sectors are both economically significant and highly exposed to
EU rules on emissions, efficiency, and sustainability. While other important areas of the acquis - such as waste
management and biodiversity - also warrant attention, they fall outside the scope of this report.

The report is organised into six sections. Section 2 introduces the European Green Deal and the key ener-
gy-environmental legislation most relevant for Belarus, ranging from the EU Emissions Trading System and
the Renewable Energy Directive to the Energy Performance of Buildings Directive and CO2 standards for
vehicles. Section 3 compares the EU legislation with Belarus’ current energy-environmental legislation and
identifies the main institutional, legal, technical, and capacity gaps that would need to be closed to achieve
harmonisation. Section 4 assesses economic impacts of harmonisation at the sectoral level, focusing on cost
structures, trade opportunities, technological transitions, and access to EU funding. Section 5 explores Belar-
us’ broader potential for low-carbon development, including renewable energy expansion, energy efficiency,
transport electrification, and nuclear safety alignment. Section 6 concludes with reflections on the broader de-
velopmental implications of accession, highlighting both the scale of the challenge and the potential long-term

benefits in terms of competitiveness, sustainability, and economic modernisation.
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2. Key legislation under the European
Green Deal relevant for Belarus

21 European Green Deal: A brief overview

Adopted in 2019, the European Green Deal' (EGD) is the EU’s overarching growth strategy to achieve climate
neutrality by 2050. It sets out a comprehensive framework of legislative, financial, and governance measures
to transform the EU’s economy while ensuring fairness and competitiveness. Building on the “Fit for 55” pack-
age® and subsequent policies, the EGD strengthens targets for emissions reductions, renewable energy de-
ployment, energy efficiency, and sustainable mobility. It also broadens the scope of environmental law by
linking climate action with industrial policy, biodiversity protection, and social justice. For prospective members
such as Belarus, the Green Deal defines the benchmark for accession, requiring harmonisation across a wide

set of sectoral and cross-sectoral regulations that are central to the EU’s low-carbon transition.

2.2 Key energy-environmental legislation under the EGD

Given Belarus’ economic structure and the need to align with the EU acquis as part of prospective integration
into the European Union, the core energy-environmental legislation introduced or reinforced under the EGD
represents the most relevant benchmark for assessing the scope and depth of required harmonisation. Table 1

summarises these regulations and directives, which are discussed in greater detail below.

EU Emissions Trading System (ETS)

The EU Emissions Trading System (ETS) is the cornerstone of European climate policy as well as the world’s
first and one of the largest carbon market. Launched in 20054, it operates on a “cap-and-trade” principle: a cap
is set on total greenhouse gas (GHG) emissions from covered sectors, which account for roughly 40% of total
EU emissions. Companies must monitor and report their emissions annually and surrender a corresponding
number of allowances, each representing the right to emit one tonne of CO,-equivalent. Allowances are largely
auctioned, but some are allocated for free under strict conditions. They are tradable on the EU carbon market,
where prices provide an incentive for cost-effective emission reductions. Member States use the revenues

from this trade for climate action, innovation, and just transition measures.
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Under the EGD, the ETS Directive was revised in 2023°%, substantially strengthening the system to align it with
the EU climate targets of reducing its net GHG emissions by at least 55% by 2030, compared to 1990 levels,
and achieving climate neutrality by 2050. The emissions cap will now decline faster, delivering a 62% cut in
covered sector emissions by 2030 compared to 2005. Maritime shipping was added in 2024, free allocation
of allowances is being phased out, and a new ETS 2¢ will cover emissions from buildings and road transport
starting from 2027. The reforms also expanded the Market Stability Reserve to manage allowance supply and
created the Social Climate Fund’ to mitigate social impacts of carbon pricing on vulnerable households and

small businesses.

Renewable Energy Directive (RED IlI)

The Renewable Energy Directive (RED) is the central instrument for scaling up renewable energy across the
European Union, which sets binding EU-wide renewable energy targets and supports cooperation between
Member States. Renewable energy is a central pillar of the EGD, seen as a reliable and affordable energy
source that also reduces dependence on external suppliers and therefore increases the EU’s energy security.
To accelerate the clean energy transition, reflecting the urgency of the climate and energy security crises,
the 2018 RED II® was revised in 2023, with the amending RED III° entering into force on 20 November 2023.
Building on the 2009 (RED 1°) and 2018 (RED Il) directives, RED lIl introduces stronger measures to accelerate
the deployment of renewables in line with the EU’s goal of climate neutrality by 2050. It sets a new headline
target for renewables to account for at least 42.5% of the EU’s final energy consumption by 2030, with an
aspirational goal of 45%. To address existing bottlenecks, RED Il streamlines permitting procedures, including
the designation of “renewables acceleration areas” where approval times for renewable projects and related

infrastructure are significantly shortened.

Energy Efficiency Directive (EED)

The 2023 Energy Efficiency Directive™ significantly raises the EU’s ambition by establishing the principle of
“energy efficiency first” as a legal principle guiding investment and policymaking, both in the energy system
and across other sectors. The 2023 revision, part of the EGD and strengthened further through the REPowerEU
plan®, sets a binding target of reducing EU energy consumption by 11.7% by 2030 compared to projected use
in the 2020 reference scenario, with overall primary energy use capped at 992.5 Mtoe and final energy at 763
Mtoe. The EED also updates efficiency standards for district heating and cooling with the aim of achieving full
decarbonisation of these systems by 2050 and introduces mandatory monitoring of data centres to track en-

ergy and water use.

Energy Performance of Buildings Directive (EPBD)

The Energy Performance of Buildings Directive (EPBD), first adopted in 2002 and most recently revised
as Directive (EU) 2024/1275", followed by reforms under the ‘Fit for 55’ package and the REPowerEU plan,
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which made building renovation central to the EU’s climate, social, and energy security goals, is the EU’s key
legislative instrument for improving the efficiency and decarbonisation of the building stock. The revised EPBD
aims to deliver a zero-emission and fully decarbonised building stock by 2050. It strengthens minimum energy
performance standards, prioritises the renovation of worst-performing buildings, and introduces new tools
such as digital building logbooks and renovation passports. The directive also supports integration of renew-
able energy in buildings, modernisation of heating and cooling systems, and improved financing and technical
assistance, thereby reducing energy bills, creating jobs in the construction sector, and improving living condi-

tions across the EU.

Industrial and Livestock Rearing Emissions Directive (IED 2.0)

Originally adopted in 2010, the amended Industrial and Livestock Rearing Emissions Directive (IED) is the EU’s
main instrument for reducing industrial and intensive livestock pollution to air, water, and land. It regulates pol-
lution from large industrial installations through permits based on Best Available Technigues (BAT)'. The 2024
updated IED 2.0" aligns with the EU’s zero-pollution ambition by tightening emission limit values, expanding
coverage to new sectors (such as battery manufacturing, metal mining, and more intensive pig and poultry
farms), and strengthening enforcement through higher penalties and expanded public rights, including the
ability to claim compensation for health damages. Special provisions also continue to apply to Large Combus-
tion Plants (LCPs), reflecting their role in pollutant emissions. Overall, IED 2.0 not only tightens compliance for
traditional heavy industries but also broadens EU oversight to intensive farming and new industrial activities,

ensuring a more comprehensive approach to reducing pollution and stimulating industrial decarbonisation.

Alternative Fuels Infrastructure Regulation (AFIR)

The Alternative Fuels Infrastructure Regulation (AFIR) is a central element of the EGD’s strategy for transport
decarbonisation and electrification. Its objective is to ensure the EU-wide roll-out of charging and refuelling
infrastructure, while guaranteeing interoperability, consumer transparency, and ease of use. AFIR establishes
binding national targets for both fleet-based and distance-based installation of publicly accessible charging
stations for light- and heavy-duty electric vehicles, alongside mandatory development of hydrogen refuelling
stations and shore-side electricity supply in major maritime ports and airports. To enhance user-friendliness, it
also requires transparent pricing, smart charging, and simple payment systems. By harmonising infrastructure
standards, AFIR seeks to accelerate the widespread adoption of alternative fuel vehicles across all transport

modes in the EU, thereby supporting the achievement of the Union’s climate objectives.

Clean Vehicles Directive

The Clean Vehicles Directive (2019/1161/EU)"® predates the EGD but remains highly relevant to its objectives. It
promotes the uptake of low- and zero-emission vehicles by setting binding public procurement targets across

Member States, requiring that cars, vans, trucks, and buses acquired through public contracts meet minimum
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thresholds for “clean vehicles,” defined by strict CO, and pollutant limits. The directive applies to a wide range
of public service contracts, including road transport, refuse collection, postal delivery, and other municipal
services, with compliance monitored via the EU’s Tender Electronic Database (TED) to ensure transparency
and consistency. By mandating demand through public procurement, the directive creates market certainty
for manufacturers and accelerates the deployment of clean mobility solutions across Europe. For Belarus,
alignment would necessitate restructuring procurement policies and financing mechanisms to support fleet

renewal, creating both new challenges and opportunities to participate in the EU’s clean mobility supply chains.

Fuel Quality Directive (FQD)

The Fuel Quality Directive (FQD, 2009/30/EC)20 sets common fuel quality standards across the EU for pet-
rol, diesel, and biofuels used in road transport, as well as gasoil for non-road mobile machinery. Its purpose is
twofold: to reduce air pollution and greenhouse gas emissions from fuels, and to ensure compatibility of fuels
across all EU Member States, creating a single market for road fuels. The directive imposes strict limits on
harmful fuel components such as sulphur, lead, manganese, aromatics, and polycyclic aromatic hydrocarbons,
while regulating the blending of biofuels. Originally, the FQD also required a 6% reduction in the greenhouse
gas intensity of transport fuels by 2020, but this target has since been absorbed into the RED 1119, which now
sets the EU’s 2030 transport decarbonisation goals. Member States must still monitor and report on fuel quality

and composition to ensure compliance.

CO, Emission Standards for Vehicles

The EU vehicle CO, standards (Regulations 2019/631? and 2019/1242%2) were strengthened under the Green
Deal through Regulation 2023/851%, tightening the 2030 reduction targets and introducing a 100% CO, re-
duction requirement for all new cars and vans from 2035, effectively phasing out internal combustion engine
(ICE) vehicles. Manufacturers that fail to comply face significant penalties. The Regulation is designed not only
to cut emissions in line with the European Climate Law?4, but also to spur innovation in zero-emission technol-
ogies, strengthen EU competitiveness in the automotive sector, and deliver cleaner, more affordable mobility

for citizens.

Corporate Sustainability Reporting Directive (CSRD)

Adopted in 2022, the Corporate Sustainability Reporting Directive?® introduces mandatory sustainability re-
porting for large and listed companies, using detailed EU Sustainability Reporting Standards (ESRS). Companies
must disclose their climate risks, transition plans, and environmental, social, and governance (ESG) impacts. By
introducing uniform and detailed reporting rules, the CSRD strengthens transparency, comparability, and ac-
countability across EU markets and complements the EGD’s objectives. Importantly, its scope also extends to

non-EU companies with significant activity in the EU market.
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Table 1. Summary of the key legislation under the European Green Deal relevant for Belarus’

integration

Legislation

EU Emissions Trading System (ETS, Directive (EU)
2023/959)

Renewable Energy Directive (RED lll, Directive (EU)
2023/2413)

Energy Efficiency Directive (EED, Directive (EU)
2023/1791)

Energy Performance of Buildings Directive (EPBD,
Directive (EU) 2024/1275)

Industrial and Livestock Rearing Emissions Direc-
tive (IED 2.0, Directive (EU) 2024/1785)

Alternative Fuels Infrastructure Regulation (AFIR,
Regulation (EU) 2023/1804)

Clean Vehicles Directive (Directive (EU) 2019/1161)

Fuel Quality Directive (FQD, 2009/30/EC)

CO, Emission Standards for Vehicles (Regulation
(EV) 2023/851)

Corporate Sustainability Reporting Directive
(CSRD, Directive (EU) 2022/2464)

Summary

Market-based mechanism that caps CO, emissions
from energy-intensive sectors and allows trad-
ing of emission allowances. Central to EU climate

policy.

Sets binding renewable energy targets across
sectors (electricity, heating, transport); introduces
hydrogen and industrial renewable benchmarks.

Introduces binding national contributions to ener-
gy savings and mandates “energy efficiency first”
across policy and investment decisions.

Mandates higher energy performance standards
for buildings, including zero-emission buildings
and renovation targets.

Requires permits and emission limits based on
Best Available Techniques (BAT) for large industrial
installations. The 2024 update tightens standards
and expands scope.

Sets binding targets for the deployment of EV
charging and alternative fuel infrastructure along
key transport corridors.

Requires public authorities to purchase a minimum
share of clean, low-emission vehicles for public
transport fleets.

Sets fuel quality standards and mandates reduc-
tion in lifecycle GHG intensity of transport fuels.

Sets fleet-wide CO, reduction targets for cars,
vans, and heavy-duty vehicles to reduce road
transport emissions.

Requires large and listed companies to disclose
detailed sustainability (ESG) data using the EU’s
reporting standards (ESRS).

ALIGNING BELARUSIAN ECONOMY WITH THE EUROPEAN GREEN DEAL



3. Gaps between European Green Deal
requirements and Belarus legislation and
practices

While most policy areas covered by the ten core EU energy and environmental regulations are to some extent
addressed in Belarusian law and state strategies, substantial institutional, legal, technical, and capacity gaps
remain. These gaps reflect both differences in policy ambition and the absence of enforcement mechanisms
comparable to those established in the EU. In particular, Belarus lacks comprehensive regulatory frameworks
for carbon pricing, large-scale renewable energy integration, and energy performance in buildings; its environ-

mental permitting and transport decarbonisation systems also remain at early stages of development.

Addressing these gaps would require not only new legislation but also the establishment of independent reg-
ulatory bodies, reliable monitoring and reporting systems, and enhanced administrative and technical capacity.
The following sub-sections outline the main discrepancies between Belarusian practices and the EU acquis in
each policy area. Table 2 summarises the key types of gaps - institutional, legal, technical, and capacity-related

- identified across the key European Green Deal legislation.

31 Carbon market

Belarus currently does not have a fully operational carbon pricing framework, although the issue of carbon
trading has received growing attention in recent years?. In 2025, the Belarusian Currency and Stock Ex-
change (BSCE) and the Ministry of Natural Resources signed a cooperation agreement aimed at developing
mechanisms for green finance and carbon trading, including the creation of a trading platform to account for
and exchange greenhouse gas emission quotas under a prospective national system?. While this initiative rep-
resents an initial step toward establishing a domestic carbon market, the framework remains at an early stage
of development. Full alignment with the EU ETS would require the establishment of a dedicated carbon market
authority, the adoption of comprehensive carbon pricing legislation, and the introduction of robust monitoring,
reporting, and verification (MRV) systems across power generation, cement, chemicals, refining, and transport.

Institutional capacity constraints and underdeveloped infrastructure present major challenges.
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3.2 Renewable energy

Belarus has ratified key international climate agreements, adopted a national Green Economy Action Plan
(2021-2025)2, and increased solar and wind power installed capacity from 13 MW in 2014 to almost 400 MW in
20242%, However, the share of modern renewables in Belarus’ final energy consumption still accounts for less
than 10% and in electricity generation - about 3%2°. Alignment with RED IlI® would therefore require a major
scale-up of renewable energy deployment well beyond current levels, reform of grid infrastructure and per-
mitting systems, and upgrading the existing certificate-of-origin scheme under the Law on Renewable Energy
Sources® to align with the EU’s Guarantees of Origin (GoOs). At the same time, compliance with RED IIl would
offer opportunities for Belarus to reduce reliance on imported fossil fuels, strengthen its energy security, and

access EU financial and technical support for the clean energy transition.

3.3 Energy efficiency

Belarusian energy efficiency policy is guided by a solid regulatory foundation, including the Law on Energy
Saving, numerous government decrees, and the State Energy Saving Program (2021-2025)%, which targets
an 8% share of renewables in gross energy consumption by 2025 and a 7% reduction in GDP energy inten-
sity compared to 2020 levels. The state concept for the Energy Saving Program for 2026-20303% emphasis-
es reducing dependence on imported fuels and expanding the use of domestic energy resources, including
electricity from the Belarusian nuclear power plant. In the building sector, Presidential Decree No. 327 (2019)3*
and related regulations promote energy-efficient construction and provide incentives for citizens to improve
insulation and heating efficiency. The energy efficiency classes of buildings are regulated by several national
technical standards®®. New housing stock is considerably more efficient than that built before 1996, and na-
tional programs envisage further use of biomass, heat pumps, and solar technologies in the residential and

communal sectors.

At the same time, Belarus’ energy performance framework for buildings appears to rely primarily on technical
design standards and efficiency indicators, rather than binding renovation targets or decarbonisation goals. In
contrast, the EU’s EED" and EPBD™ require legally binding national energy savings targets, annual renovation
rates, and the gradual transformation of the national building stock into a zero-emission stock by 2050. There-
fore, alignment with these directives would likely involve strengthening monitoring and verification systems, in-
troducing long-term renovation planning, and developing mechanisms to track and certify energy performance
more systematically. For Belarus, alignment would imply large-scale renovation programs, stricter codes, and

new certification systems.
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34 Industry and agriculture

Belarus’ industrial and agricultural sectors together account for a large share of national greenhouse gas (GHG)
emissions, with agriculture alone contributing around 23.6% of total emissions in 2022 (excluding LULUCF)3*.
The country’s agricultural policy focuses primarily on increasing production volumes, which can lead to rising
emissions, though several measures have been introduced to mitigate this trend. These include improving ener-
gy efficiency in farming, using renewable energy sources such as biogas from agricultural waste, and develop-
ing the legal and institutional basis for organic farming, which is regulated under the 2018 Law on the Produc-
tion and Circulation of Organic Products®. Organic farming in Belarus is still at an early stage but offers notable
potential for reducing GHG emissions through soil carbon retention, reduced use of synthetic fertilisers, and
integrated crop-livestock systems. The State Programme “Agrarian Business” (2021-2025)® also promotes
resource-efficient technologies and the sustainable use of agricultural land, while future initiatives aim to align

organic certification systems with international standards such as IFOAM®,

At the same time, industrial and livestock emissions remain insufficiently regulated. Environmental authorities
are under-resourced, and there is no permitting regime based on Best Available Techniques (BAT) comparable
to that required under the EU Industrial and Livestock Rearing Emissions Directive (IED 2.0)". Belarus lacks
technical systems for applying BAT reference documents (BREFs), automated emissions reporting, and sys-
tematic monitoring of large livestock farms, where emissions controls are minimal. Aligning with the IED 2.0
would therefore require modernising the country’s industrial permitting framework, developing sector-specific
emission benchmarks, strengthening environmental inspection capacity, and expanding oversight to intensive
livestock farms. While Belarus has taken initial steps toward improving efficiency and environmental manage-
ment in both agriculture and industry, achieving full compliance with EU environmental standards would de-

mand substantial institutional, legal, and technical reform.

3.5 Transport

Belarus has taken notable steps toward promoting electromobility and cleaner transport, supported by a series
of presidential decrees and government programmes. The first incentives were introduced in 2018 through
Presidential Decree No. 273 “On Stimulating the Use of Electric Vehicles”4°, later replaced and expanded by
Decree No. 92 of 12 March 2020%" and amended by Decree No. 447 of 22 November 202142, These acts provide
a wide range of fiscal and administrative incentives, including exemption from customs duties, value-added tax
(VAT), and transport tax on electric vehicles; reimbursement of VAT for individual buyers; preferential credit
terms; investment deductions for legal entities; and government procurement preferences for electric vehicles.
Complementary measures were adopted to stimulate domestic production and infrastructure. The Programme
for the Development of Electric Transport (2021-2025)* aims to support the design and manufacture of elec-
tric vehicles and components, alongside the rollout of a national charging network?4. These initiatives have

facilitated steady growth in the sector: the number of electric vehicles increased from around 1,000 in 2020
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to approximately 24,000 by the end of 2024, with projections of up to 100,000 EVs by 20274%. The number of
charging stations expanded from roughly 250 in 2020 to 1,200 by 2024 and is expected to exceed 2,800 by
2028.

Despite this progress, Belarus still lacks an overarching legal framework or coordinating authority for trans-
port electrification, as well as binding national targets for alternative fuels infrastructure. Technical standards,
a unified EV charging database, and grid-readiness planning remain under development. Alignment with the
AFIR® would require establishing a comprehensive institutional and legal basis, introducing standardisation
protocols, developing hydrogen refuelling capacity along major transport corridors, and modernising airport

and port facilities to provide shore-side and ground power supply.

Similarly, there is no binding requirement for public procurement of low- or zero-emission vehicles and no cen-
tralised monitoring of municipal fleets. Local governments face financial and technical constraints in renewing
vehicle stock. Bringing Belarusian policy closer to the Clean Vehicles Directive™ would thus require establishing

procurement thresholds and introducing transparent reporting systems.

Fuel standards are regulated domestically, but national norms do not yet fully align with the Fuel Quality Direc-
tive?°, which sets limits on sulphur, aromatics, and lifecycle greenhouse gas emissions. Systems for verifying
and reporting fuel GHG intensity remain limited, and refineries would need to modernise operations to meet EU

blending and sustainability requirements.

Finally, there is no emissions testing regime in Belarus comparable to the EU’s, and vehicle import and taxa-
tion policies are not yet linked to CO, performance. Full alignment with CO, emission performance standards
for vehicles?® would therefore require creating certification and testing capacities, reforming import and ex-
cise frameworks, and continuing investment in charging infrastructure to support the gradual electrification of

transport.

3.6 Corporate sustainability reporting

Belarus has begun developing frameworks for non-financial and sustainability reporting within the broad-
er concept of sustainable development, as outlined in the National Sustainable Development Strategy until
20354 and the State Programme for Public Finance Management#’. These initiatives aim to improve corporate
disclosure on environmental, social, and governance (ESG) aspects, reflecting a growing recognition of cor-
porate responsibility. However, the adoption of ESG practices remains uneven and largely voluntary. They are
mainly applied by enterprises engaged with international partners or financial institutions, while many domestic
companies - especially small and medium-sized enterprises - lack the awareness, capacity, and incentives to
implement structured ESG reporting. The absence of a legal requirement for sustainability reporting, a national
supervisory authority, and a digital reporting infrastructure further limits progress. In this context, alignment
with the Corporate Sustainability Reporting Directive?® (CSRD, Directive 2022/2464/EU) would require Belarus
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to introduce binding disclosure rules, develop standardised reporting formats based on EU Sustainability Re-
porting Standards (ESRS), and build institutional and professional capacity for ESG data collection, verification,

and external assurance.

3.7 Summary

Overall, Belarus has made measurable progress in improving its environmental and energy policy frameworks
- particularly in renewable energy deployment, energy efficiency, and the promotion of electromobility. How-
ever, the gap between current practices and the European Green Deal acquis remains wide, especially in terms

of enforcement, institutional independence, and technical capacity.

Bridging this gap would require a comprehensive regulatory overhaul, including the establishment of indepen-
dent authorities for carbon pricing and energy efficiency, harmonisation of building and industrial standards
with EU norms, and stronger data systems for emissions, energy use, and corporate sustainability. The process
of alignment could, however, generate significant co-benefits: enhanced energy security, improved competi-
tiveness, access to EU financing mechanisms, and the gradual integration of Belarusian industries into Europe-

an clean technology and sustainability value chains.

Table 2. Summary of gaps between Belarusian and EU Green Deal legislation

Legislation Institutional gap Legal gap Technical gap Capacity gap
ETS (EU No dedicated No carbon pricing No MRV (Moni- Limited exper-
Emissions carbon market au- law or emissions toring, Reporting, tise in emissions
Trading Sys- thority or registry trading legislation Verification) proto- trading; un-
tem) cols or emissions derdeveloped
registry compliance
infrastructure
RED I No central au- Certificate-of-origin Grid integration Limited adminis-
(Renewable thority coordi- scheme not aligned challenges for trative capacity
Energy Di- nating renewable with EU Guarantees modern RES; insuf- for RES auctions,
rective) energy targets of Origin (GoOs) ficient tracking of permitting, and

or cross-sector

integration

system

RES share in heat-
ing and transport

support schemes
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Legislation

Institutional gap

Legal gap

Technical gap

Capacity gap

EED (Energy Minimal gap. Energy saving goals Industrial and Minimal gap.
Efficiency Dedicated state are established and municipal practices Relatively high
Directive) agency for energy  enforced but should remain energy-in- capacity and ex-
efficiency be harmonised with tensive and ineffi- perience among
the EU targets and cient, necessitating government and
methodologies technology transfer  industry experts
to achieve EU-level
performance
EPBD (En- Municipal authori- Building codes do not  Limited availability Minimal gap.
ergy Per- ties lack technical reflect zero-emission of data on building Relatively high
formance supportinrenova-  standards energy perfor- capacity and ex-
of Buildings tion planning and mance perience among
Directive) implementation government and
industry experts
IED 2.0 (In- Environmental Absence of BAT- Low automation of Minimal control
dustrial and control agencies based permitting emissions data of intensive live-
Livestock under-resourced; regime; limited stock farms
Emissions fragmented insti- access to justice
Directive) tutional oversight and compensation
for health damages
from environmental
violations
AFIR (Alter- No coordinat- No binding legal Weak grid readi- Weak pri-
native Fuels ing authority or mandates or na- ness; no unified EV vate-public
Infrastruc- strategic plan for tional targets for EV charging database partnerships
ture Regula- nationwide EV & charging, hydrogen
tion) alternative fuels refuelling, or shore-
infrastructure side supply
Clean Vehi- No institutional No legal obligation No central tracking Limited munici-

cles Directive

body responsi-
ble for enforcing
clean procure-
ment in public

fleets

for public authorities
to procure low- or
zero-emission vehi-

cles

of fleet greening
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Legislation

FQD (Fuel
Quiality Di-

rective)

CO2 Emission
Standards
for Vehicles

CSRD (Cor-
porate
Sustainability
Reporting
Directive)

Institutional gap

No single national
authority dedi-
cated to lifecycle
GHG tracking

Type-approval
and emissions
testing integrated
within the EAEU
framework, not
fully aligned with
EU CO2 perfor-
mance regulation

No designated
supervisory or
assurance body
for sustainability
reporting

Legal gap

No legal requirement
for lifecycle GHG
intensity reduction in

fuels

No adoption of EU-

based CO2 reduction
targets for light- and
heavy-duty vehicles

ESG disclosure not
mandatory; no re-
porting standards or
metrics

Technical gap

Limited capacity for
verification and re-
porting of fuel GHG
intensity; absence
of harmonised bio-

fuel blending rules

No adoption of
EU-based CO2
reduction tar-
gets for light- and
heavy-duty vehi-

cles

No digital infra-
structure for data
collection or audit
verification

Capacity gap

Limited ex-
perience with
EU-level sustain-
ability certifica-
tion and report-

ing procedures

Limited ex-
perience with
CO2-based
compliance and
lifecycle emis-

sions analysis

Low ESG aware-
ness among
firms; shortage
of trained audi-
tors and consul-

tants
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4. Potential impacts on Belarus economy
of harmonisation with the European
Green Deal

Adopting the EU Green Deal (EGD) acquis would have uneven implications for Belarus’ main economic sec-
tors, reflecting differences in their energy intensity, trade orientation, and regulatory exposure. The coun-
try’s economy remains dominated by manufacturing (¥25% of GDP), followed by agriculture (¥7.8%)', transport
(~8%), construction (x7%), and electricity, gas, steam, and air-conditioning supply (*4%). Given their high ener-
gy consumption and strong export orientation, these sectors would face the most immediate pressures to align

with EU energy, climate, and environmental legislation.

This section assesses the economic impacts of harmonisation at the sectoral level, focusing on cost structures,
trade opportunities, technological transitions, and access to EU financial and technical support. A systematic
mapping of the EGD legislation shows that several core EU regulations and directives, including the EU Emis-
sions Trading System (ETS), Renewable Energy Directive (RED lll), Industrial and Livestock Rearing Emissions
Directive (IED 2.0), Energy Efficiency and Energy Performance of Buildings Directives (EED and EPBD), Alter-
native Fuels Infrastructure Regulation (AFIR), and Corporate Sustainability Reporting Directive (CSRD), would
directly or indirectly affect these sectors. Table 3 summarises the key EU Green Deal regulations and direc-
tives? most relevant to Belarus’ five largest economic sectors. The following subsections analyse the sectoral

implications in greater detail.

Table 3. Key EU Green Deal legislation relevant to Belarus’ main economic sectors

Sector Key EGD legislation
Crop and Animal Production, Hunting and Related - Industrial and Livestock Rearing Emissions Direc-
Service Activities (7.8%) tive (IED 2.0 2024/1785/EUV)
- Renewable Energy Directive (RED Il 2023/2413/
EV)

- EU Emissions Trading System (ETS)
- Corporate Sustainability Reporting Directive
(CSRD 2022/2464/EV)

' 6.1% according to the President’s Administration

2 Only legislation directly related to energy, climate, and environmental performance has been retained, while broader EU
sectoral directives (e.g., on waste, water, or biodiversity) fall outside the scope of this analysis.
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Sector

Manufacturing (24.9%)

Electricity, Gas, Steam & Air Conditioning Supply
(4.1%)

Construction of Residential and Non-Residential
Buildings (6.7%)

Land Transport and Transport via Pipelines (7.6%)

Key EGD legislation

- EU Emissions Trading System (ETS)

- Industrial and Livestock Rearing Emissions Direc-
tive (IED 2.0 2024/1785/EU)

- Energy Efficiency Directive (EED 2023/1791/EV)
- Fuel Quality Directive (2009/30/EC)

- Corporate Sustainability Reporting Directive
(CSRD 2022/2464/EUV)

- EU Emissions Trading System (ETS)

- Renewable Energy Directive (RED Il 2023/2413/
EV)

- Energy Efficiency Directive (EED 2023/1791/EUV)
- Energy Performance of Buildings Directive (EPBD
2024/1275/EUV)

- Industrial Emissions and Livestock Rearing Direc-
tive (IED 2.0 2024/1785/EU)

- Corporate Sustainability Reporting Directive
(CSRD 2022/2464/EUV)

- Energy Performance of Buildings Directive (EPBD
2024/1275/EU)

- Energy Efficiency Directive (EED 2023/1791/EV)
- EU Emissions Trading System (ETS, indirect via
materials)

- Renewable Energy Directive (RED Ill 2023/2413/
EV)

- Corporate Sustainability Reporting Directive
(CSRD 2022/2464/EUV)

- EU Emissions Trading System (ETS 2, from 2027)
- CO, Vehicle Emission Standards (Regulations
2019/631 & 2019/1242)

- Alternative Fuels Infrastructure Regulation (AFIR
2023/1804/EUV)

- Clean Vehicles Directive (2019/1161/EU)

- Fuel Quality Directive (2009/30/EC)

- Renewable Energy Directive (RED Il 2023/2413/
EV)

- Corporate Sustainability Reporting Directive
(CSRD 2022/2464/EUV)
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4] Crop and animal production, hunting and related service
activities

Agriculture remains one of Belarus’ key economic sectors, contributing roughly 8% of GDP and playing a central
role in rural employment and export revenues. Alignment with the EU Green Deal acquis and specifically with
the Industrial and Livestock Rearing Emissions Directive (IED 2.0), Renewable Energy Directive (RED Ili), Ener-
gy Efficiency Directive (EED), and the Corporate Sustainability Reporting Directive (CSRD) would significantly

reshape the sector’s cost structure, production practices, and market access conditions.

From a cost perspective, compliance with EU environmental and animal welfare standards would require
substantial investment. Compliance with the IED 2.0 would extend environmental permitting requirements to
large livestock installations and introduce Best Available Techniques (BAT) for manure management, waste-
gas treatment, and nutrient recovery. These obligations would require substantial investments in abatement
technology, monitoring equipment, and administrative capacity. The RED /Il would increase near-term costs
through integration of biogas and biomass facilities, installation of metering and certification systems, and
participation in Guarantees of Origin (GoO) schemes. Similarly, compliance with the EED would necessitate
efficiency upgrades in irrigation, ventilation, and storage systems, while the ETS would indirectly raise energy
and fertiliser prices. Finally, the CSRD would impose new reporting obligations on large agri-food enterprises

exporting to or partnering with the EU, adding administrative and verification costs.

At the same time, harmonisation would open new trade and investment opportunities. Meeting EU sustainabil-
ity and traceability criteria could provide Belarusian producers with access to high-value organic and sustain-
able agri-food markets, particularly within the EU. The sector could also diversify into bioenergy production,
especially biogas derived from agricultural residues and livestock waste, which aligns with both RED Il and
circular economy objectives. Furthermore, verified sustainability performance under CSRD-aligned reporting

could enhance the export reputation of Belarusian producers and attract environmentally conscious investors.

Technological adaptation would be crucial to maintain competitiveness. Transitioning toward precision farm-
ing, low-emission fertilisation methods, and integrated pest management could help reduce costs over time
and enhance yields while meeting environmental benchmarks, though they require capacity building and credit

access.

In terms of international cooperation and financing, Belarus could benefit from experience-sharing and fund-
ing through pre-accession rural development programmes (IPARD), Horizon Europe partnerships on agri-tech
and bioeconomy innovation, and European Green Deal diplomacy mechanisms supporting sustainable agricul-
ture in the EU neighbourhood. Participation in international climate-finance or technical-assistance initiatives

(e.g. EBRD, FAO, UNDP) could further ease the investment burden of harmonisation.

Overall, while short-term adjustment costs could be substantial, aligning Belarusian agricultural practices with

the EU’s environmental and sustainability standards could strengthen long-term resilience, productivity, and
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market integration. The sector’s compliance trajectory would also be affected by other EU legislation, includ-
ing the Nitrates Directive (91/676/EEC)*, Water Framework Directive (2000/60/EC)*, the Sustainable Use of
Pesticides Directive (2009/128/EU)%, and the Organic Farming Regulation (2018/848/EU), all of which shape

environmental and land-use practices in the EU context.

4.2 Manufacturing

The manufacturing sector, accounting for about 25% of Belarus’ GDP, represents the core of the national econ-
omy and would face some of the most complex adjustments in aligning with the EU Green Deal acquis. Owing
to its diversity - from food processing and textiles to chemicals, metals, and machinery - harmonisation would
result in uneven impacts across subsectors. The most relevant EU instruments include the EU Emissions Trad-
ing System (ETS), the Industrial Emissions Directive (IED 2.0), the Energy Efficiency Directive (EED), the Fuel
Quality Directive (FQD) (for petroleum refining), and the Corporate Sustainability Reporting Directive (CSRD).
While harmonisation with the EGD acquis would entail substantial upfront costs and administrative burdens for
Belarusian manufacturers, especially in energy-intensive subsectors, it also offers significant opportunities for
industrial modernisation, cleaner technologies, and deeper integration into European sustainable value chains.
To illustrate these dynamics, this section focuses on several key subsectors that are both economically signif-
icant and directly exposed to EU energy and environmental legislation, namely the manufacture of food prod-

ucts, coke and refined petroleum, chemicals, non-metallic mineral products, and machinery and equipment.

Manufacture of food products (5.8%)

Producers in the food industry would face increased costs associated with energy and refrigeration efficiency
standards, wastewater management, and compliance with packaging and waste regulations under the Energy
Efficiency Directive (EED) and Corporate Sustainability Reporting Directive (CSRD). However, alignment would
also open access to premium EU markets that demand traceability and sustainability certification, strengthen-
ing the competitiveness of Belarusian food exporters. The transition would encourage the adoption of electri-
fied process heat systems, clean refrigerants, and anaerobic digestion of organic waste for energy recovery.
These efforts could be supported by participation in EU Horizon and LIFE programmes promoting circular

economy models and food waste reduction.

Manufacture of coke and refined petroleum (11%)

The petroleum refining industry would be among the most affected by EU alignment, primarily due to compli-
ance with the EU Emissions Trading System (ETS) and Fuel Quality Directive (FQD). These instruments would
require purchasing emission allowances, installing air pollution controls, and meeting stricter lifecycle green-

house gas intensity standards for fuels. While long-term competitiveness in EU markets may decline due to
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decarbonisation pressures, the transition could stimulate technological upgrading through hydrogen integra-
tion, carbon capture, utilisation and storage (CCUS), and process electrification. Although access to EU funds
would be limited, EBRD and IFC climate finance mechanisms could support pilot decarbonisation projects in

this subsector.

Manufacture of chemicals (4.2%)

Chemical production, another energy-intensive subsector, would face high ETS compliance costs and obliga-
tions to control nitrous oxide (N,0) emissions. Compliance with the IED 2.0 and CSRD would further increase
monitoring and reporting obligations but could also improve environmental performance and brand reputation.
In the longer term, the development of green hydrogen feedstocks, electrification of processes, and solvent
substitution would enhance efficiency and lower emissions. The EU ETS Innovation Fund and Horizon Eu-
rope programmes on clean industrial technologies could provide avenues for technological cooperation and

funding.

Manufacture of other non-metallic mineral products (14%)

Producers of cement, glass, and ceramics would be highly exposed to carbon pricing and emissions control
requirements under the ETS and IED 2.0, necessitating investments in flue gas treatment, alternative binders,
and waste heat recovery. However, growing demand in the EU for low-carbon construction materials presents
an opportunity for export diversification. Technological solutions such as CCUS, clinker substitution, and elec-
trified kilns would be critical for maintaining competitiveness. Participation in the ETS Innovation Fund and Clean
Energy Transition partnerships could help offset transition costs and foster cooperation with EU industrial

clusters.

Manufacture of machinery and equipment (1.5%)

Although less energy-intensive, this subsector would face indirect compliance costs associated with ESG re-
porting and material footprint tracking under the CSRD. However, harmonisation could enhance the internation-
al competitiveness of Belarusian manufacturers by positioning them as suppliers of clean-tech equipment for
the green transition. Technological innovation would centre on design for repair, durability, and recyclabili-
ty, enabling integration into the EU’s circular manufacturing ecosystem. Access to Horizon Europe industrial
calls and green manufacturing clusters would offer valuable opportunities for cooperation, innovation, and

investment.
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4.3 Electricity, gas, steam and air-conditioning supply

The electricity, gas, steam, and air-conditioning supply sector, contributing around 4.1% of Belarus’ GDP, lies
at the heart of the country’s low-carbon transition challenge. Aligning this sector with the EGD acquis would
entail profound structural and regulatory changes, given its dependence on fossil-based generation and the
emerging role of the Belarusian nuclear power plant in national energy supply. The most relevant EU instru-
ments include the EU Emissions Trading System (ETS), the Renewable Energy Directive (RED lIl), the Energy
Efficiency Directive (EED), the Energy Performance of Buildings Directive (EPBD), and the Industrial Emissions
Directive (IED 2.0).

From a cost perspective, the introduction of an ETS-equivalent mechanism would significantly increase opera-
tional expenses for fossil-fuel power plants through the purchase of emission allowances. Compliance with IED
2.0 would further require investment in pollution-control equipment, modernisation of large combustion plants,
and the gradual reduction of pollutant emissions. The EED would also impose stricter efficiency obligations on
district heating and cooling networks, requiring large-scale upgrades in transmission systems and heat sup-
ply infrastructure to reduce losses and enhance system performance. Together, these measures would raise

short-term costs but drive long-term efficiency gains and environmental benefits.

In terms of trade and economic activity, integration with EU energy markets could generate new opportunities.
Belarus’ potential synchronisation and interconnection with the European electricity grid (ENTSO-E) would
facilitate cross-border electricity trade, particularly if low-carbon or renewable generation expands. Align-
ment with RED Il would open possibilities for developing renewable-based district heating, biomass co-firing,
and small-scale solar and wind installations, contributing to both energy diversification and energy security.
These measures would also help reduce the country’s reliance on imported fossil fuels, aligning with broader

EU objectives of decarbonisation and strategic autonomy.

The technological transformation required for compliance would involve a progressive shift from fossil-based
generation to renewable and low-carbon energy sources, increased deployment of energy storage, and en-
hanced grid flexibility through digitalisation and demand-side management. Decarbonising district heating
would likely depend on waste heat recovery, heat pumps, and the integration of biomass and solar thermal

technologies, bringing Belarusian practices closer to the standards envisaged in the revised EED and EPBD.

Finally, several EU and international funding mechanisms could support this transition. The EU ETS Innova-
tion Fund, the European Investment Bank (EIB), and instruments under the Neighbourhood, Development and
International Cooperation Instrument (NDICI) could provide financial and technical assistance for renewable
deployment, grid modernisation, and heating system upgrades. Cooperation under Horizon Europe and re-
gional partnerships on energy efficiency could further facilitate knowledge transfer and the diffusion of best

practices.

In sum, while the transition of Belarus’ electricity and heating sector toward EU standards would entail sub-

stantial capital investment and regulatory reform, it would also offer opportunities for diversification, export
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integration, and technological modernisation consistent with the European Green Deal’s long-term objectives.
The sector’s compliance trajectory would additionally be shaped by other EU legislation, including the Water
Framework Directive (2000/60/EC)*®, Air Quality Directive (2008/50/EC)%?, Environmental Liability Directive
(2004/35/EC)%3, and the Security of Gas Supply Directive (2017/1938/EU)%4, which together govern

L4 Construction of residential and non-residential buildings

The construction sector, which accounts for about 6.7% of Belarus’ GDP, would experience significant trans-
formation under alignment with the EU Green Deal acquis, particularly through the Energy Performance of
Buildings Directive (EPBD), the Energy Efficiency Directive (EED), the Renewable Energy Directive (RED III),
and, indirectly, the EU Emissions Trading System (ETS) via the carbon footprint of construction materials. The
sector is central to achieving energy savings, emissions reductions, and the broader decarbonisation of the

built environment.

In terms of cost structure, compliance with EU standards would initially lead to higher upfront construction
costs, reflecting the need for better insulation materials, high-efficiency heating and cooling systems, and the
use of low-carbon building materials such as green cement and recycled steel. However, these investments
would generate long-term savings in energy bills and operational costs, while improving the durability and en-
ergy performance of the building stock. Meeting the requirements of the revised EPBD, which sets the goal of
transforming the building stock into zero-emission buildings by 2050, would necessitate introducing stricter

design codes and lifecycle performance standards.

The process of harmonisation would also stimulate new trade and economic activities. Growing demand
for energy-efficient building components, windows, insulation, heat pumps, and smart control systems, would
open opportunities for Belarusian manufacturers and construction firms to supply both domestic and EU mar-
kets. The renovation segment in particular could expand rapidly, as compliance with EU standards encourages
the creation of a dedicated building-renovation industry capable of delivering large-scale energy retrofits and

district-level efficiency projects.

Technological transition in the sector would involve the diffusion of Building Information Modelling (BIM) for
project planning and energy optimisation, as well as wider adoption of passive-house technologies, heat pumps,
and renewable-integrated building systems such as rooftop solar PV. Implementation of digital tools for energy

monitoring and predictive maintenance would further enhance efficiency and reduce lifecycle emissions.

In terms of financial and cooperative opportunities, alignment with the EU framework could unlock access
to EU Green Deal renovation initiatives, the European Investment Bank’s energy efficiency financing, and mu-
nicipal support schemes promoting sustainable urban development. Partnerships under Horizon Europe and
regional energy-efficiency programmes could assist in capacity building, technology transfer, and workforce

training in modern construction methods.
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Overall, alignment of Belarus’ construction sector with the EU Green Deal acquis would require significant in-
vestment and institutional adaptation but would ultimately lead to a more efficient, resilient, and competitive
building industry. The sector’s compliance trajectory would also be shaped by other EU legislation, including
the Waste Framework Directive (2008/98/EC)%, Landfill Directive (1999/31/EC)%®, and Environmental Impact
Assessment Directive (2011/92/EU)¥, which together establish broader standards for waste reduction, recy-

cling, and environmental protection in the construction lifecycle.

4.5 Land transport and transport via pipelines

The transport sector, accounting for around 7.6% of Belarus’ GDP, plays a crucial role in domestic connectivity
and cross-border trade but would face one of the most complex and costly transitions under alignment with
the EU Green Deal acquis. The key pieces of legislation affecting this sector include the EU Emissions Trading
System (ETS 2), the Alternative Fuels Infrastructure Regulation (AFIR), the Clean Vehicles Directive, the Fuel
Quality Directive (FQD), the CO, Emission Performance Standards for Vehicles, and, indirectly, the Renewable

Energy Directive (RED IIl) through biofuel blending requirements.

In terms of cost structure, alignment with these instruments would increase fuel and operational costs due to
the gradual inclusion of road transport in the ETS 2, which introduces a carbon price for fuel distributors from
2027. This would affect both freight and passenger transport, incentivising the transition to lower-emission
vehicles but also raising costs for consumers and businesses in the short term. In addition, compliance with
the CO, emission performance standardsand the Clean Vehicles Directive would necessitate large-scale fleet
replacement, particularly in public transport and logistics, as older ICE vehicles are phased out in favour of

electric and alternative-fuel options.

Despite higher upfront costs, alignment could create substantial trade and business opportunities. By meet-
ing EU fuel quality and emissions standards, Belarusian logistics and freight companies could integrate more
easily into EU-certified supply chains, gaining access to green corridors and international transport markets.
The development of electric vehicle (EV) servicing and maintenance industries and the expansion of alternative
fuel distribution networks could also generate new domestic value chains, stimulating employment and tech-

nological innovation.

Technological transition would center on the electrification of vehicle fleets, deployment of compressed and
liguefied natural gas (CNG/LNG) trucks as interim solutions, and the introduction of route optimisation and dig-
ital fleet management systems to reduce emissions and improve efficiency. The AFIR requires the installation
of sufficient EV charging and hydrogen refuelling infrastructure along major transport corridors, which would

entail extensive investment in both grid capacity and network planning.

In terms of cooperation and financial support, Belarus could potentially benefit from access to EU trans-
port and energy transition funds, such as the Connecting Europe Facility (CEF Transport), which supports

cross-border infrastructure projects, and financing mechanisms linked to the AFIR and the European Green
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Deal diplomacy on clean mobility. These programmes could facilitate technology transfer, pilot projects on

electric and hydrogen mobility, and public-private partnerships to expand charging infrastructure.

Overall, the transport sector’s adaptation to the EU Green Deal acquis would involve considerable upfront
costs and systemic modernisation, but it also offers a path toward greater integration with EU logistics net-
works, reduced fossil-fuel dependence, and improved environmental performance of Belarus’ mobility system.
The sector’s compliance trajectory would further be influenced by other EU legislation, including the Air Quality
Directive (2008/50/EC)%?, Noise Directive (2002/49/EC)%8, and Environmental Liability Directive (2004/35/
EC)%3, which establish complementary standards for emissions, noise pollution, and environmental accountabil-

ity in the EU transport context.

4.6 Summary

Harmonisation with the European Green Deal (EGD) acquis would require a far-reaching transformation across
Belarus’ productive sectors, with impacts varying according to each sector’s energy intensity, carbon foot-
print, and trade exposure. Table 4 summarises how the main EGD regulations intersect with Belarus’ key eco-
nomic sectors, identifying the principal channels of impact, including carbon pricing, energy efficiency, renew-
able energy deployment, and transport decarbonisation. Figure 1 complements this analysis by visualising the
relative level of impact of each EU regulation across sectors, highlighting the uneven effects that alignment

with the EGD acquis would have on the Belarusian economy.

Figure 1. Sectoral impact matrix: Level of impact of EU Green Deal Legislation on Belarusian
economic sectors
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This heatmap illustrates the relative level of impact (1 = low, 3 = high) of ten key EGD legislative instruments

across the main sectors of the Belarusian economy. Energy-intensive and export-oriented sectors -

particularly manufacturing and electricity, gas, and steam supply - are most affected due to exposure to the EU

ETS, EED, and IED 2.0. The transport sector is influenced by the widest range of instruments, including AFIR, Clean
Vehicles, and CO, Emission Standards, reflecting the scale of infrastructure and fleet transformation

required. Agriculture and construction experience moderate but diverse effects linked to renewable energy integration
and building efficiency.

The energy-producing and energy-intensive sectors, including electricity generation, petroleum refining,
chemicals, cement, and metals, would face the highest immediate compliance costs. These sectors fall under
several core instruments of the Green Deal, most notably the EU Emissions Trading System (ETS), the Industrial
Emissions Directive (IED 2.0), and the Energy Efficiency Directive (EED). Compliance would require exten-
sive investment in emissions monitoring, efficiency upgrades, and clean-technology deployment. While costly,
these measures would stimulate process optimisation and could position Belarusian industries for participation

in low-carbon regional value chains.

The transport sector, which represents nearly 8 % of GDP, would be affected by at least five key EU regula-
tions, including ETS 2, AFIR, the Clean Vehicles Directive, the Fuel Quality Directive, and CO, Emission Stan-
dards for Vehicles. Harmonisation would involve large-scale investment in electric vehicle charging networks,
hydrogen refuelling corridors, and fleet modernisation. Though expensive, these reforms could strengthen Be-
larus’ integration into EU logistics networks and stimulate domestic innovation in electric mobility and alterna-

tive-fuel technologies.

The construction sector (~ 6.7 %) would experience high capital needs in the short term, primarily due to the
implementation of the Energy Performance of Buildings Directive (EPBD) and EED requirements for nearly
zero- or zero-emission buildings. However, these costs would be offset over time by lower operational energy
demand, new business opportunities in energy-efficient renovation, and access to EU financial mechanisms

under the Green Deal Renovation Wave and the European Investment Bank’s efficiency programmes.

In agriculture (* 7.8 %), alignment with the RED Il and IED 2.0 would tighten environmental standards related
to fertiliser use, manure management, and emissions from large livestock farms. Yet, these same reforms could
open opportunities for expansion into organic agriculture, biogas production, and sustainable agri-food ex-

ports, supported by EU rural-development and innovation funds.

Finally, the Corporate Sustainability Reporting Directive (CSRD) would extend across all major industries, re-
quiring large and listed companies to disclose environmental, social, and governance (ESG) data according
to EU standards. This would impose new administrative obligations but also improve corporate transparency,

investor confidence, and access to green finance.

While the transition to the EU acquis would inevitably be costly and administratively demanding, it could ulti-
mately deliver substantial economic and environmental dividends. By modernising its industrial base, improving
energy efficiency, and building institutional capacity, Belarus could strengthen its competitiveness, reduce

import dependence, and attract sustainable investment. The key challenge will lie in sequencing reforms, mo-
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bilising financial support, and building regulatory expertise to ensure that harmonisation becomes not only a

compliance exercise but also a driver of long-term development and green growth.

Table 4. Mapping EGD legislation to the most-affected Belarusian economic sectors

Legislation

ETS & ETS 2 (Emissions
Trading System)

RED Ill (Renewable
Energy Directive)

EED (Energy Efficiency

Directive)

EPBD (Energy
Performance of Buildings

Directive)

IED 2.0 (Industrial

Emissions Directive)

AFIR (Alternative Fuels

Infrastructure Regulation)

Most-affected Belarusian sectors

Electricity, gas, steam & air-condi-
tioning (4.1%)

Petroleum refining (1.1%)
Chemicals (4.2%)

Non-metallic minerals (1.4%)
Fabricated metals (1.1%)

Electricity, gas, steam (4.1%)
Crop & animal production (7.8%)
Transport (7.6%)

Construction (6.7%)

Manufacturing (24.9%)
Construction (6.7%)
Transport (7.6%)
Electricity & gas (4.1%)

Construction (6.7%)
Electricity & gas (4.1%)
Manufacturing (24.9%)

Manufacturing (24.9%) - esp.
petroleum (1.1%), chemicals (4.2%),
cement (1.4%);

Crop & animal production (7.8%)

Transport (7.6%)
Electricity & gas (4.1%)
Construction (6.7%)

Primary channel of impact

Carbon pricing and emis-
sion-allowance costs; incen-
tives for fuel switching and

efficiency

Renewable-energy targets in
power, heating, transport bio-
fuels, and on-site generation

Binding energy-savings
targets, audits, and retrofit
obligations for buildings and
industrial processes

Zero-emission building stan-
dards, energy-performance
certification, and long-term

renovation strategies

Stricter industrial and inten-
sive livestock farms permitting
and pollution control based on
BAT

EV charging and hydrogen re-
fuelling infrastructure; interop-
erability and grid-integration
standards
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Clean Vehicles Directive

FQD (Fuel Quality

Directive)

CO, Standards for

Vehicles

CSRD (Corporate
Sustainability Reporting
Directive)

Transport (7.6%)

Petroleum refining (1.1%)
Transport (7.6%)

Transport (7.6%)

Manufacturing (24.9%)
Petroleum (1.1%)
Electricity & gas (4.1%)
Construction (6.7%)
Transport (7.6%)

Binding procurement targets
for low- and zero-emission

public-sector vehicles

Reduction of GHG intensity
in fuels; stricter blending and
reporting requirements for

refiners and importers

Phase-out of internal-com-
bustion vehicles; fleet mod-
ernisation and infrastructure
investment

Mandatory ESG disclosures

for large and listed companies;

new auditing and reporting
infrastructure
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h. Belarus' potential for low-carbon
transition

This section assesses Belarus’ broader potential for low-carbon development, focusing on electricity, heating,
energy efficiency, and transport electrification. It draws on current progress, policy targets, and long-term

opportunities for harmonisation with the European Green Deal (EGD) acquis.

51 Low-carbon electricity expansion®

The Ministry of Energy has set renewable energy targets of 7% by 2025. However, the 7 % share was already
reached in 2018, and renewable deployment has since stagnated. Electricity accounts for about 15 % of final
energy consumption, and while the commissioning of the Astravets Nuclear Power Plant has encouraged some
electrification, the country’s power mix remains highly carbon-intensive, with the share of low-carbon gener-

ation being still lower than in the majority of EU Member States®®.

Despite the addition of nuclear capacity, Belarus’ electricity generation emits around 280 gCO,eq/kWh®°, com-
pared with the EU average of 207 gCO,eq/kWh®'. In 2023, natural gas supplied 61 % of generation, nuclear
36 %, and renewables only 3%%°. Renewable generation is dominated by bioenergy (0.52 TWh), hydropower
(0.37 TWh), solar (0.21 TWh), and wind (0.18 TWh). Since 2022, growth has stalled owing to excess supply from
Astravets, low feed-in tariffs, restrictive quotas, and weak investment incentives®2. These barriers, combined

with outdated policy targets, leave limited scope for near-term renewable expansion®s.

Reliable assessments of long-term renewable potential are lacking. The Strategy for the Development of the
Energy Potential of the Republic of Belarus®*¢® estimated technical wind resources at 2.4 TWh per year -
around 12 times current output but still small compared with total generation of 40 TWh. IRENA identified mod-
est wind and solar resources by global standards, with solar-thermal applications offering localised potential
for space and water heating®®¢. Hydropower potential is estimated at 2.3 TWh®4%5. Taken together, it is unlikely
that renewables alone can cover the electricity demand in the country, but these figures require revision using

modern datasets.

The prospect of a second nuclear power plant has been recently discussed® suggesting that nuclear expan-

sion may remain the dominant strategy over large-scale renewables. In the medium term, this pathway has

3 The main source of energy statistics in Belarus has been the annual “Energy Balance” report published by the National
Statistical Committee. However, the committee stopped publishing the digest in 2021, and the information presented
below is a summary of various sources.
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two implications for prospective EU integration: (1) the export potential of surplus electricity and (2) the need
for nuclear-safety alignment. Electricity exports to the EU were halted in 2020 after Baltic transmission oper-
ators suspended parallel operation with Belarus and Russia, citing unaddressed safety concerns at Astravets.
Any future resumption would require renewed cooperation with the IAEA and ENSREG and compliance with
EURATOM safety standards and the Nuclear Safety Directive (2009/71/EURATOM, amended by 2014/87/EUR-
ATOMS®8, Support for such alignment could come from the EU Instrument for Nuclear Safety Co-operation®®,

which finances safety upgrades, waste management, and regulatory strengthening in partner countries.

5.2 Low-carbon heating and energy efficiency

Given Belarus’s high energy intensity and dependence on imported fossil fuels, improving energy efficiency is
central to both decarbonisation and long-term energy security. Industry (33%) and households (27%) account
for the largest shares of final energy consumption, and roughly half of this energy is used for heat - making the

efficiency of heat supply and demand critical to reducing emissions.

In terms of supply, most heat in Belarus is produced by combined heat-and-power plants (58%) and boilers
(34%), with the remainder provided by waste heat and a small share of solar and geothermal energy (0.02%).
The majority of installations rely on imported natural gas, while around 10 % of generation comes from bioen-
ergy - mainly solid biomass and, to a lesser extent, biogas. With extensive forest cover (around 40%) and sig-
nificant agricultural residues, bioenergy remains the only renewable source that has shown consistent growth.
The Strategy for the Development of the Energy Potential of the Republic of Belarus®4%® estimated solid-bio-
mass potential at 82 000 Tcal per year, exceeding total national heat consumption of 63 000 Tcal. However,
IRENA stresses the need for updated assessments of feedstock quality, seasonal availability, and sustainability
to support a viable biomass market®. Given Belarus’ extensive district-heating infrastructure, a low-carbon

heat supply could develop relatively quickly once biomass markets mature.

On the demand side, space heating accounts for around half of residential energy use, largely due to the age-
ing and inefficient building stock. Although energy-efficiency classifications, thermal passports, and related
regulations have been introduced since the late 1990s, most buildings pre-date these standards. As a result,
older buildings typically consume twice as much energy per square metre as new ones. Accelerated retrofitting
with improved insulation, glazing, and heat-metering could therefore deliver significant near- and long-term

energy savings.

Energy use in industry is also substantial. Large energy-intensive enterprises (consuming over 1 500 TCE) are
required to undergo mandatory audits every five years under the Law on Energy Saving”, with further plans
to introduce the requirement of energy-management systems aligned with ISO 50001”". However, the domes-
tic market for energy-performance contracting remains limited: energy service companies (ESCOs) operate
mainly in the public sector, while residential and industrial markets are undeveloped. This points to the need for

clearer regulation and the transfer of European experience in energy-performance services.

5. BELARUS’ POTENTIAL FOR LOW-CARBON TRANSITION 33



Long-term energy sector planning acknowledges the need for increasing the efficiency of energy consump-
tion. The draft National Sustainable Development Strategy until 20407 identifies energy efficiency as a cen-
tral goal. Current plans include the electrification of household energy use, modernisation of multi-apartment
buildings, and the development of “smart, energy-efficient cities”. For 2031-2040, the Strategy foresees wide-
spread installation of individual heat-metering devices and integrated monitoring systems for heat, electricity,
and gas. A small-scale pilot of smart heating - implemented with UNDP/GEF support’? in 2018 - demonstrated
the feasibility of such systems. Broader access to EU funding and closer alignment with EU energy-efficiency

standards could significantly accelerate their roll-out.

Overall, there remains considerable potential for additional energy-efficiency measures that could accelerate
Belarus’s decarbonisation. The 2020 project Support for the Development of a National Energy Efficiency
Action Plan for Belarus”™ identified and quantified the impact of such measures, showing that their imple-
mentation would significantly enhance alignment with the EU Energy Efficiency Directive. In the residential
sector, the proposed actions include phasing out household cross-subsidies, improving metering and billing
systems, modernising street lighting, establishing a central database of energy performance in public buildings,
and adopting a comprehensive Building Renovation Strategy. In the industrial sector, they involve introducing
energy-management systems and creating investment incentives such as “white certificates” and green-pro-
curement schemes. Taken together, these interventions could raise cumulative energy savings between 2020
and 2030 from the 85 000 Tcal envisaged in the State Energy Saving Programme” to 131 000 Tcal - equivalent

to roughly two years of national heat consumption.

5.3 Electrification of transport

The transport sector is the third-largest energy consumer in Belarus, accounting for roughly 23% of final en-
ergy use. In 2020, the sector remained dominated by fossil fuels, petrol and diesel made up about 83% of total
consumption, while electricity contributed less than 3 %, almost entirely from rail transport and trolleybuses.
Following the commissioning of the Astravets Nuclear Power Plant in 2021, however, the government placed

stronger emphasis on promoting electric mobility and expanding charging infrastructure.

The Presidential Decree “On Stimulating the Use of Electric Vehicles”#? introduced a package of consumer
incentives, including waivers of registration fees, import tax exemptions, and free parking. These measures
triggered rapid market growth: the number of registered electric vehicles (EVs) increased to 2 000 in 2021, and
by early 2025 had reached 26 00075, Similar efforts are visible in public transport - Belarus was the first coun-
try in the Eurasian Economic Union to introduce electric buses, with 147 units now operating in several cities.
By 2025, Belarus had around 1 400 charging stations, equivalent to 19 vehicles per charger (compared with
13 in the EU). To expand this network, the government updated the Programme for the Creation of a State
Charging Network for Electric Vehicles (2024)*4, which envisages 838 new chargers nationwide. The plan dis-

tinguishes between urban and highway models, placing new stations primarily in Minsk and regional centres,
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and along major motorways at 50-70 kilometre intervals. For public transport, 33 new charging stations are to

be installed by 2030, implying a slower pace of electrification in this segment.

Belarus also possesses domestic manufacturing capacity for electric vehicles. Since 2016, companies - BKM
Holding and MAZ - produce electric buses and trolleybuses, exporting limited numbers across the Eurasian
Economic Union. In addition, the Chinese manufacturer Geely assembles its EX5 electric model locally, while

BKM Holding has recently launched an electric truck prototype.

These policy and industrial developments have made Belarus the most dynamic EV market in the region: by mid-
2025, national EV registrations exceeded those in Russia, despite Belarus’s smaller vehicle fleet. Nevertheless,
EVs still represent only 0.8% of private cars and 0.4% of buses’ (Table 5). In comparison, neighbouring Lithu-
ania and Latvia record significantly higher shares (1.9% and 8%, and 1.3% and 4.4% respectively”’), supported
by direct purchase subsidies of EUR 2 500-5 000 per vehicle. Introducing similar incentives in Belarus would
help achieve the government’s target of 300 000 EVs by 2030 - a ten-fold increase from current levels - rais-

ing the share of electric vehicles in the national fleet to 10%. According to Ministry of Energy estimates, meeting

this goal would raise electricity demand by approximately 1.5 TWh per year, or 4% of today’s supply.

Table 5. Electric vehicle penetration in Belarus compared with selected EU Member States

Country Size of the fleet Size of the electric fleet Share of the electric fleet
Belarus Private: 3,222,436 Private: 26,356 Private: 0.8%
Public: 40,751 Public: 147 Public: 0.4%
Lithuania Private: 1,845,070 Private: 34,927 Private: 1.9%
Public: 7,523 Public: 605 Public: 8%
Latvia Private: 881,423 Private: 11,753 Private: 1.3%
Public: 2,235 Public: 99 Public: 4.4%
Poland* Private: 31,400,307 Private: 186,590 Private: 0.6%
Public: 88,610 Public: 803 Public: 0.9%
Slovenia Private: 1,338,880 Private: 24,204 Private: 1.8%
Public: 33,000 Public: 30 Public: 0.1%
Slovakia* Private: 2,954,609 Private: 29,526 Private: 1%

Public: 8,685

Public: 46

Public: 0.5%
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Romania* Private: 9,507,132 Private: 69,599

Public: 54,713 Public: 323
Bulgaria* Private: 2,922,531 Private: 26,413
Public: 54,713 Public: 72

*For the size of the public transport fleet, 2022 is the latest data found.

To realise the full decarbonisation and energy-security benefits of transport electrification, Belarus must also
modernise its ageing vehicle fleet. Complementary measures could include EU-style scrappage schemes that
provide financial incentives for replacing old internal-combustion vehicles with electric ones, alongside the
adoption of stricter fuel-economy and emissions standards. Such policies are already applied in several EU

Member States, for example, Lithuania offers an additional subsidy of EUR 1 000 when an old car is scrapped

in exchange for an electric vehicle.

Overall, Belarus’ transport sector is clearly moving towards electrification. Alignment with EU regulations -
such as the Alternative Fuels Infrastructure Regulation, the Clean Vehicles Directive, and the CO, Emission

Standards for Vehicles - could accelerate this transition further by enabling access to EU funding mechanisms,

technology partnerships, and cross-border logistics networks.

Private: 0.7%

Public: 0.6%

Private: 0.9%

Public: 0.1%
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b. Conclusion

The European Green Deal (EGD) establishes an integrated framework of climate, energy, transport, and envi-
ronmental legislation aimed at achieving climate neutrality in the European Union by 2050. Aligning Belarus’
economy with the EGD acquis would entail significant economic and institutional changes across multiple
sectors and would extend far beyond environmental policy, reshaping industrial competitiveness, investment

patterns, and institutional governance.

The analysis presented in this report demonstrates that while certain foundations for alignment already exist,
particularly in energy efficiency, renewable deployment, and electromobility, substantial legal, institutional, and
technical gaps remain across all core legislative domains. The absence of a carbon pricing framework, limited
renewable integration, and underdeveloped monitoring and verification systems are among the most pressing
challenges. Moreover, regulatory approximation would demand the creation of independent authorities, en-

hanced data collection and transparency systems, and significant administrative capacity building.

Sectoral analysis shows that the impacts of harmonisation would be uneven. Energy-producing and ener-
gy-intensive sectors, such as electricity generation, refining, chemicals, and cement, would face the highest
compliance costs under the EU Emissions Trading System (ETS), the Industrial and Livestock Rearing Emis-
sions Directive (IED 2.0), and the Energy Efficiency Directive (EED). The transport sector would undergo deep
structural transformation, requiring large-scale investment in electric-vehicle infrastructure, clean fleets, and
low-carbon fuels under the Alternative Fuels Infrastructure Regulation (AFIR), Clean Vehicles Directive, and CO,
Emission Standards. Construction would experience short-term cost increases due to stricter building codes
under the Energy Performance of Buildings Directive (EPBD) but would benefit from long-term energy savings
and job creation in the renovation sector. Agriculture would face higher environmental compliance costs under
the IED 2.0 and RED IIl but could gain access to new markets for organic produce and bioenergy. Finally, all
major enterprises would need to strengthen governance, transparency, and reporting systems to comply with

the Corporate Sustainability Reporting Directive (CSRD).

Despite these challenges, the long-term benefits of harmonisation could be substantial. By integrating into
the EU’s regulatory and market systems, Belarus would gain access to European value chains, attract green
finance, and accelerate industrial modernisation. Alignment would enhance energy security, reduce import
dependence, and stimulate domestic innovation in renewable energy, clean technologies, and sustainable ag-
riculture. The process could also help strengthen public institutions and governance through the adoption of

EU standards in transparency, accountability, and environmental protection.

To realise these opportunities, Belarus would need a carefully sequenced reform strategy combining legislative
approximation, institutional strengthening, and investment mobilisation. Effective coordination across govern-
ment agencies, private industry, and international partners will be essential. Access to EU financial instruments,

such as the European Investment Bank (EIB), the Neighbourhood, Development and International Cooperation
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Instrument (NDICI), and Horizon Europe, could play a critical role in reducing transition costs and supporting

technology transfer.

In sum, while the path toward alignment with the EGD acquis presents formidable economic and institutional
challenges, it also offers a roadmap for sustainable modernisation and long-term competitiveness. If effectively
managed, harmonisation could help Belarus meet EU environmental standards while strengthening its econom-

ic resilience and supporting the shift toward a low-carbon economy.
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Abstract

This paper examines the potential macroeconomic consequences of Belarusian European integration, a com-
plex transformation that would unfold through several stages. The process is likely to begin with a significant
external shock associated with the removal of implicit energy subsidies and the restructuring of external eco-
nomic relations, followed by a transition period of macroeconomic adjustment and sectoral reallocation. Only
after these adjustments can the economy reach a new post-integration steady state and enter a phase of
long-term convergence-driven growth. To analyze these phenomena, the study adopts a multi-model analyti-
cal framework combining several modelling tools, including CGE, QPM, DSGE, debt sustainability analysis, and
LTGM. The outputs of some models serve as inputs for others, allowing the construction of a consistent mac-
roeconomic narrative of Belarus’s potential integration path. The simulations suggest that the post-integration
steady state of the Belarusian economy would likely be moderately weaker than the current one, with potential
GDP declining by approximately 2.7-3.9 percent depending on the availability of external support. However,
none of the simulated scenarios produces an uncontrolled collapse of output despite the magnitude of the en-
ergy price shock. The transition period appears significant but manageable, although its trajectory will depend
strongly on policy responses and institutional conditions. Long-term simulations indicate that, while an inertial
development path would lead to relative economic impoverishment, European integration fundamentally alters
the trajectory toward gradual convergence with more advanced economies. The ultimate outcomes depend
critically on the activation of productivity growth mechanisms and the effectiveness of economic and institu-

tional policies during the transition period.
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1. Introduction

From today’s policy status quo and perspective, Belarusian accession to the European Union (EU) can be treat-
ed as a structural counterfactual scenario. However, this does not imply that it will necessarily remain so in the
future. Regardless of how one assesses the probability of such a scenario, studying it has substantial analyti-
cal value. It represents a coherent and economically meaningful regime shift. From a research perspective, EU
integration is not merely a geopolitical reorientation, but a deep transformation of trade patterns, institutional
arrangements, policy frameworks, macroeconomic mechanisms, and long-run growth determinants. As such,
it provides a unique case for studying the interaction between structural change, macroeconomic adjustment,

and income convergence.

Belarus differs markedly from most Central and Eastern European economies that have already joined the EU
or are currently candidates. First, its trade and integration structure has been strongly oriented toward Russia
for an extended period. The country has been embedded in a number of Russia-led integration arrangements,
including the Eurasian Economic Union, which shaped tariff structures, technical regulations, and energy pric-
ing mechanisms. Second, the domestic production structure has been characterized by a comparatively large
state-owned enterprise (SOE) sector. Soft budget constraints, cross-subsidization, directed lending, and capi-
tal-investment dirigisme have played a significant role in sustaining economic activity. Third, the broader policy
regime has involved a higher degree of administrative intervention, including price controls and limited institu-

tional autonomy of macroeconomic policymaking.

Taken together, these features imply that the starting point for Belarus differs fundamentally from that of
countries such as Ukraine, Moldova, or the Western Balkan economies. In the Belarusian case, EU integration
would not simply require regulatory harmonization and incremental institutional upgrades. It would entail a
more profound restructuring of the institutional underpinnings, trade linkages, energy supply conditions, fiscal
relations, enterprise governance, and economic policy mix. For this reason, the transition path is likely to be

more complex and potentially longer than in comparator cases.

At the same time, the core economic motivation for EU integration remains analogous to that observed in other
accession episodes: the possibility of accelerated income convergence and more sustainable long-run growth.
Integration into the EU single market opens access to a larger demand base, facilitates capital inflows, and
strengthens technological diffusion channels. Institutional upgrading, including improvements in governance
quality, competition policy, and legal enforcement, enhances total factor productivity and investment efficien-
cy. Furthermore, macroeconomic anchoring and increased policy credibility tend to reduce risk premia, stabi-
lize expectations, and lower volatility. In this sense, the ultimate prize of integration is not only a higher level of

income, but also a more resilient and less crisis-prone growth regime.
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However, the logic of EU accession implies that the convergence dividend is conditional. In order to approach
the long-run convergence benchmark associated with EU-type institutions and market structures, a candidate
country must first transform its domestic economy in line with European standards. For Belarus, this would also
imply withdrawal from existing Russia-centered integration frameworks and an adjustment to market-based
energy pricing. From the perspective of economic theory, such a process can be interpreted as a transition

from the current steady state to a new post-integration steady state.

Crucially, the post-integration steady state may initially be inferior to the current one in certain dimensions.
The removal of preferential energy prices, the termination of fiscal transfers, and potential deterioration in the
terms of trade could lower real incomes in the short term. Fiscal consolidation pressures and enterprise re-
structuring may also dampen output and employment. Thus, the first equilibrium after regime switching - the
post-integration steady state - is not necessarily associated with an immediate welfare gain. In the Belarusian

case, it may even be worse than the current one.

The major challenge is that the transition between the current steady state and the post-integration one
is neither automatic nor guaranteed to be smooth. The parameters of the post-integration steady state are
themselves uncertain and depend on policy choices, the speed of reforms, and external support. The duration
and depth of the transitional recession are unknown ex ante. Moreover, institutional capacity constraints may
limit the ability of economic policy to manage adjustment costs effectively. Sectoral reallocations, labor market

frictions, inflationary pressures, and external imbalances can amplify short-run instability.

Only having reached a post-integration steady state does the economy potentially begin to converge toward
higher income levels observed in the EU. In this sense, EU integration creates the conditions for gradual con-
vergence toward the average income level of EU economies. The distinction between the starting point of the
post-integration structural regime (post-integration steady state) and this long-run convergence benchmark
is important. The former captures the baseline configuration of the economy after the break with the previous
integration model, while the latter reflects the income level that may be gradually approached through con-

vergence dynamics under improved institutions, deeper market integration, and stronger productivity growth.

This combination of structural uncertainty, transitional risks, and long-run convergence potential raises a fun-
damental research question. What is a realistic medium- and long-term path of the Belarusian economy under
EU integration, and what are the key challenges along that path? Addressing this question requires an in-
tegrated analytical framework capable of linking structural steady state changes, short-run macroeconomic

adjustment, external sustainability constraints, and long-run convergence dynamics.

From a chronological perspective, the economic logic of EU integration therefore follows a relatively intuitive
sequence. First, the economy experiences a transitional period accompanied by macroeconomic adjustment
and sectoral reallocation. In the conceptual framework outlined above, the transition can be represented as a
movement from the current steady state associated with the existing integration model toward a new post-in-
tegration structural regime. Presumably, this period might be characterized by macroeconomic turbulence and
structural adjustments. Output, real incomes, inflation, and the external balance may temporarily deviate from

their previous trajectories as the economy adapts to new relative prices, trade patterns, and policy constraints.
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Second, in addition to macroeconomic adjustment (likely simultaneously), the shift toward the new post-inte-
gration steady state is likely to generate substantial sectoral effects. Certain industries may experience rapid
expansion, while others may face contraction or restructuring. A particularly illustrative example concerns the
energy sector. Membership in the Eurasian Economic Union and the Union State has historically been asso-
ciated with access to energy resources at prices below prevailing market levels. The loss of this implicit price
advantage would likely constitute a significant shock to the energy sector. Given the strong intersectoral
linkages of energy with other branches of the economy (Kruk & Panasevich, 2023), disturbances in this sector
may propagate across the production structure, affecting costs, competitiveness, and profitability in multi-
ple industries. Similar adjustment pressures may arise in other sectors as a result of changing trade regimes,
competitive conditions, and institutional constraints. Although sectoral effects may constitute an important
part of the Belarusian EU integration story, within the scope of this paper we consider them only partially, to
the extent allowed by the modelling framework used. Nevertheless, a deeper focus on specific sectors and
industries—along with their linkages to the macroeconomic level, beyond the exercises presented in this pa-

per—could further enrich the overall analysis.

Third, after these stages have taken place, the economy is expected to approach a new post-integration
steady state, which is characterized by a new structural regime, meaning new institutional underpinnings,
environment, and intrinsic regularities. This new regime reflects the economic environment that emerges after
the reconfiguration of trade relations, energy pricing mechanisms, fiscal arrangements, and institutional rules.
Importantly, this structural shift does not automatically imply an immediate improvement in economic out-
comes. On the contrary, the post-integration regime may initially be associated with lower income levels and

significant adjustment pressures.

Fourth, as new institutions stabilize and the economy adapts to the new environment, the process of income
convergence may begin to unfold. In this latter stage, growth dynamics are driven by the gradual narrowing of
the productivity and income gap relative to more advanced EU economies. In analytical terms, this corresponds
to convergence toward a long-run benchmark income level, which reflects the conditional steady state level

compatible with EU-type institutional and market structures.

This chronological sequence is intuitive and important for policy communication and expectation management.
At the same time, it is not a convenient starting point for economic analysis. For research purposes, the central
analytical object is the post-integration steady state itself. The characteristics of this steady state, such as the
initial level of output, the structure of demand and production, fiscal balances, and the external position, largely
determine both the magnitude of the adjustment required to reach it and the dynamics of the transition pro-
cess. In other words, the post-integration steady state acts as a reference point for evaluating the trajectory
of the economy. Without a clear understanding of the economic configuration associated with this regime, it is
difficult to assess how large the transition costs might be, which sectors may face the strongest adjustments,
or how long the transitional period may last. For this reason, the analytical sequence adopted in this study dif-

fers from the chronological order described above.

The analysis therefore begins with the identification of the post-integration steady state and its key macro-

economic characteristics. In the second step, the study examines the transitional dynamics of the economy as
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it moves from the current steady state toward the new one. Sectoral effects represent an additional important
dimension of the adjustment process, although they are not the primary focus of the present paper. Finally, the
analysis turns to long-run convergence dynamics and the prospects for sustained economic growth associat-

ed with gradual convergence toward the benchmark income level.

Addressing these steps requires the use of several different classes of economic models. Economic theory
does not provide a single unified modelling framework capable of simultaneously capturing structural regime
shifts, short-run macroeconomic dynamics, and long-run growth processes. Instead, different analytical tools
are typically used to address different segments of the problem. In particular, computable general equilibri-
um (CGE) models provide a natural framework for analyzing the structural properties of the post-integration
steady state. By capturing economy-wide resource allocation and intersectoral linkages, CGE models allow
researchers to evaluate how changes in trade policies, energy prices, or fiscal arrangements affect the over-
all equilibrium configuration of the economy. To study the macroeconomic dynamics of the transition period,
structural and semi-structural macroeconomic models are more appropriate. Dynamic stochastic general equi-
librium (DSGE) models and semi-structural policy models such as the Quarterly Projection Model (QPM) are
designed to analyze macroeconomic fluctuations as responses to shocks and policy changes. These models
provide a framework for evaluating the depth and duration of transitional recessions, inflationary pressures,
and external imbalances that may arise during the adjustment process. Finally, the analysis of long-run growth
prospects requires a different conceptual perspective, focusing on supply-side determinants of economic ex-
pansion such as capital accumulation, productivity dynamics, and technological diffusion. Models rooted in the
theory of economic growth allow the evaluation of convergence dynamics and the potential speed at which

the economy may approach the long-run benchmark income level.

Because these modelling frameworks operate with different assumptions, scales, and analytical languages,
they are not naturally integrated into a single unified system. The central methodological idea of this paper is
therefore to construct analytical bridges between them. In practical terms, this means using the outputs of one
class of models as inputs or calibration targets for another. At the same time, this strategy inevitably involves a
degree of approximation. Differences in model structures, parameterizations, and variable definitions mean that
shocks or outcomes generated in one framework cannot always be transferred directly into another. In some
cases, translating results across models requires additional assumptions or expert judgment. This limitation
represents an inherent drawback of the approach. Nevertheless, the ability to analyze the economic conse-
quences of Belarusian EU integration within a single coherent analytical narrative outweighs these limitations.
Even if the bridges between models are imperfect, their joint use makes it possible to evaluate the transition

process in a comprehensive manner that would be difficult to achieve within any single modelling framework.

The remainder of the paper is structured as follows. Section 2 outlines the methodological framework and de-
scribes the algorithm of inter-model interactions, as well as the methodological aspects of the modelling tools
employed. Section 3 reports the simulation results. Section 4 provides their interpretation and further discus-

sion. Section 5 concludes.
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2. Methodology

21. Algorithm of Inter-Model Interactions and Simulations

The analytical framework developed in this paper relies on a multi-model architecture designed to capture
different stages of the economic transformation associated with Belarusian EU integration. This type of
multi-model analytical framework is used in policy-oriented economic analysis, where different modelling tools
are combined in order to capture structural change, macroeconomic adjustment, and long-run growth dynam-
ics. For instance, a similar logic underlies the studies by Roeger et al. (2019) and Varga & Veld (2014). Because
the economic processes examined in this study operate across different time horizons and involve distinct
economic mechanisms, no single modelling framework is capable of capturing the full range of relevant dy-
namics. Instead, the analysis is organized across three interconnected analytical levels that correspond to dif-
ferent temporal horizons and modelling traditions. These levels are linked through a structured algorithm of in-

ter-model interactions in which the outputs of one model serve as inputs or calibration parameters for another.

The first analytical level corresponds to the medium- and long-term horizon of economic development. At this
level the analysis focuses on two closely related objectives. The first objective is the identification and char-
acterization of the post-integration steady state of the Belarusian economy. This steady state represents the
structural configuration of the economy after the transition away from the existing integration framework and
the adjustment to the economic conditions associated with EU integration. The second objective concerns the
long-term dynamics of economic convergence that may unfold once this post-integration steady state has
been reached. In particular, the analysis investigates the long-run growth trajectory that may emerge as the

Belarusian economy begins to converge toward the income levels observed in more advanced EU economies.

The second analytical level focuses on the short-term macroeconomic horizon. At this level the central objec-
tive is the analysis of the transitional dynamics associated with the movement of the economy from its current
steady state toward the post-integration steady state. In other words, this level captures the macroeconomic
adjustment process that occurs during the transition period. The analytical tools used at this stage are tradi-
tional macroeconomic models designed to simulate short-run fluctuations and macroeconomic responses to
structural shocks. In the present study, two such modelling frameworks are employed: QPM and DSGE models.
These models allow the analysis of macroeconomic volatility, inflation dynamics, external imbalances, and the

evolution of key macroeconomic aggregates during the transition period.

The third analytical level addresses issues of macrofinancial sustainability. Within the inter-model framework
this level performs a dual role. First, it acts as a robustness check for the results obtained at the previous stag-

es of the analysis. In particular, it allows the assessment of whether the macroeconomic trajectories implied
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by the transition scenario are compatible with sustainable macrofinancial conditions. Second, it serves as an
analytical environment for identifying potential macrofinancial risks associated with the transition process. In
this context, the analysis focuses primarily on the evolution of public debt dynamics and the potential fiscal

pressures that may arise during the transition period.

The algorithm of inter-model interactions (see Figure 1) begins at the first analytical level with the identification
of the post-integration steady state. This task is performed using a CGE model. Within the conceptual frame-
work of the paper, the post-integration steady state represents a hypothetical point B toward which the Be-
larusian economy may move once the transition process associated with EU integration has been completed.
This point reflects the structural equilibrium of the economy after the institutional and economic adjustments

implied by the integration scenario have taken place.

CGE: midterm adaptation B-Convergence& LTG
Long-term development path

Level 1.

LT development Energy Trade ToT/Foreign
shock shock/\ Prices shock

E——) -Transitory losses of Y

Level 2 -K, | profiles
o QPM: short-term DSGE: short-term - CA-deficit
Macroeconomic macroeconomic macroeconomic - Foreign Debt Profile
transition adjustment adjustment
N .
-Transitory losses of Y
Level 3.
. A4 -CA-deficit g

Macrofinancial

sustainability Debt sustainability analysis

Figure 1. Summary of the Algorithm of Inter-Model Interactions

Source: Own elaboration.

In practical terms, the CGE model is used to simulate the structural changes associated with the transition
toward the EU integration framework. These simulations are implemented by introducing a set of shocks that
reflect the economic implications of integration. In the context of the Belarusian economy, one of the most im-
portant shocks is associated with the adjustment of energy prices. Under the current integration model Belarus
benefits from preferential access to energy resources at prices that are significantly below market levels. The
transition toward EU-compatible energy pricing implies a substantial increase in the effective price of energy
inputs. In the CGE simulations this adjustment is represented by an energy price shock corresponding to an
increase of approximately 60 percent in the weighted average price of energy resources. In addition to the
energy price shock, the transition scenario also incorporates shocks related to changes in trade patterns and
the terms of trade. These shocks reflect the reorientation of external economic relations and the adjustment
of relative prices that accompany the shift from the existing integration framework to deeper integration with

the European Union.
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The role of the CGE model is therefore to describe the macroeconomic and structural characteristics of the
post-integration steady state. These characteristics are important for several reasons. First, they provide in-
sight into the structural transformation of the economy that may occur as a result of EU integration. In particu-
lar, the model allows the identification of sectoral changes in production and value added. Some industries may
experience contraction due to changes in energy costs or competitive pressures, while others may expand as
new opportunities emerge in the integrated European market. Second, the CGE framework allows the assess-
ment of the export potential of different sectors of the national economy under the new trade configuration.
This information is important for understanding the future structure of Belarusian exports and the potential for
integration into European value chains. Third, the CGE model provides an estimate of the overall level of output
associated with the post-integration steady state. This estimate serves as a first approximation of the potential

welfare implications of the structural transformation implied by EU integration.

Beyond their intrinsic analytical value, the results obtained from the CGE model also play a critical role in the
inter-model interaction algorithm. In particular, the estimated magnitudes of the energy shock, trade shock,
and changes in output serve as input parameters for the second analytical level of the framework. These pa-

rameters are used to calibrate the shocks introduced in the short-term macroeconomic models.

At the second level of the framework the transition dynamics of the economy are analyzed using the QPM and
DSGE models. The shocks identified at the CGE stage are introduced into these models in order to simulate
the macroeconomic response of the economy to the structural transformation implied by EU integration. The
energy and trade shocks are implemented directly in the short-term models. The estimated output losses asso-
ciated with the post-integration steady state, however, are treated as indicative benchmarks rather than fixed
constraints. Instead of imposing a new steady state exogenously, the short-term models generate endogenous

adjustment paths in response to the introduced shocks.

Within this framework the primary object of interest is the dynamic trajectory of macroeconomic variables
during the transition period. In particular, the analysis focuses on the magnitude of output decline, inflation dy-
namics, the evolution of the current account balance, and other key macroeconomic indicators. The maximum
magnitude of the shock is defined as the local minimum or maximum value reached by the relevant variable
during the transition period. An additional important aspect of the analysis concerns the duration of the tran-
sition process. In the context of this study the duration of the transition is defined as the number of periods
required for the economy to recover from the initial shock and move toward the post-integration steady state.
Because the QPM and DSGE models differ in their theoretical foundations and simulation methodologies, the
study does not impose a strict formal definition of transition completion. Instead, the analysis relies on qualita-

tive criteria indicating that the economy has largely adjusted to the new structural environment.

The analysis of transition dynamics employs two distinct modelling approaches corresponding to the two
macroeconomic models used in the study. Within the QPM framework the shocks derived from the CGE simu-
lations are introduced relative to the initial steady state of the economy. In this sense the model evaluates how
the economy reacts when shocks associated with the characteristics of the post-integration steady state are

imposed on the current economic configuration. The DSGE model adopts a different approach based on the
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perfect foresight solution (PF) approach. In this framework economic agents are assumed to have full knowl-
edge of the future path of the economy and of the terminal equilibrium toward which the system converges.
The model therefore evaluates the transition dynamics that arise when the economy moves from the current
steady state toward a new steady state whose characteristics are known in advance. In practical terms, the
post-integration steady state is imposed as the terminal condition of the model, and the transition path is com-
puted as the deterministic trajectory connecting the initial and terminal equilibria. In the context of the present
study, the PF framework is used to analyze the macroeconomic transition under the assumed process of eco-

nomic integration with the European Union.

These differences in modelling methodology imply that the transition paths generated by the QPM and DSGE
models may differ substantially. In the QPM framework the economy tends to revert toward the initial steady
state after the shock, which generally produces more moderate responses in key macroeconomic variables. As
a result, the QPM simulations tend to provide a more informative representation of the immediate macroeco-
nomic effects observed during the early stages of the transition. By contrast, the perfect foresight solution in
the DSGE framework explicitly incorporates the expectation that the economy will eventually reach the new
post-integration steady state. This assumption typically produces stronger adjustment dynamics, particularly
in variables related to investment and capital accumulation. Large structural shocks that reduce output relative
to the initial steady state may lead to declines in the optimal capital stock and discourage investment, thereby

amplifying the depth and persistence of the transition recession.

Furthermore, the perfect foresight environment affects the behaviour of forward-looking variables such as
the stochastic discount factor, which reflects the intertemporal valuation of consumption and investment de-
cisions. When agents fully anticipate the structural changes associated with the new equilibrium, they may
adjust their expectations about future income and returns, leading to significant revaluations of present and
future economic conditions. On the one hand, this feature represents an advantage of the DSGE framework
because it captures an important behavioural channel related to expectations. On the other hand, it may exag-
gerate the degree of rationality and information available to economic agents, potentially leading to an overes-
timation of the initial magnitude of the shock. From this perspective, the QPM simulations can be interpreted as
representing a baseline transition scenario that is particularly informative for the early stages of the adjustment
process. The DSGE results, in turn, can be interpreted as a stress scenario reflecting stronger and more per-
sistent adjustment dynamics. Together, these two modelling approaches provide complementary insights into

the potential range of macroeconomic responses during the transition period.

The macroeconomic trajectories generated at the second analytical level also provide essential inputs for the
third level of the framework, which focuses on macrofinancial sustainability. In particular, the transition sce-
narios derived from the QPM and DSGE simulations generate projections for key macroeconomic variables
including economic growth, inflation, interest rates, exchange rate depreciation, and the primary fiscal balance.
These variables are used as inputs in the debt sustainability analysis, which evaluates the evolution of the
public debt-to-GDP ratio during the transition period. The purpose of this exercise is to determine whether the
macroeconomic trajectories implied by the transition scenario are compatible with sustainable public debt dy-

namics. If the simulated transition path leads to excessive levels of public debt, the corresponding scenario may
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be interpreted as internally inconsistent or economically unsustainable. In this sense, the debt sustainability
analysis acts as an additional robustness check for the transition scenarios generated at the previous stages

of the framework.

Finally, once the characteristics and duration of the transition period have been identified, the analysis returns
to the first analytical level in order to evaluate the long-run growth prospects of the Belarusian economy. At
this stage the analysis draws on the empirical literature on income convergence following the framework de-
veloped by Barro and Sala-i-Martin (1992) and further elaborated in Sala-i-Martin (1996). At this stage the anal-
ysis focuses on the potential convergence of Belarus toward higher income levels observed in the European
Union. The primary analytical tool used for this purpose is the World Bank Long-Term Growth Model (LTGM)
developed by Loayza and Pennings (2022). This Solow-style growth model allows the simulation of long-term
economic growth based on assumptions about key supply-side determinants such as capital accumulation,
labour force dynamics, human capital formation, and technological progress. The model also incorporates a
number of macroeconomic constraints that may influence long-term growth prospects, including the current

account balance and the evolution of public debt.

In the inertial scenario (no EU integration), the LTGM simulations rely on default assumptions embedded in the
model. These assumptions typically involve extrapolating recent historical trends for the relevant variables.
For example, total factor productivity growth is often approximated by the average growth rate observed in
the previous two decades. Investment dynamics are linked to medium-term projections from sources such as
the IMF World Economic Outlook, while demographic variables are based on long-term population forecasts
produced by the United Nations. Labour force participation is generally assumed to remain close to its current
levels. Within this modelling framework the EU integration scenario for Belarus is represented by the introduc-
tion of a convergence premium to long-term economic growth. In practice this convergence premium is imple-
mented primarily through an increase in the growth rate of total factor productivity, reflecting the expected

effects of institutional improvements, technological diffusion, and deeper integration with European markets.

For the purposes of international comparison, the inertial LTGM projection for Belarus is evaluated alongside
the corresponding projection for Poland, which serves as a benchmark economy in the analysis. Poland pro-
vides a useful reference point because it represents a successful example of economic convergence within the
European Union. The EU integration scenarios therefore compare the projected growth trajectory of Belarus

under the convergence assumptions with the inertial long-term trajectory observed in the Polish economy.

2.2. Computable General Equilibrium Model

A CGE model is a system of equations that describes an economy as a whole and the interactions between its
parts. The standard CGE model explains all the payments recorded in the social accounting matrix (SAM) - a

form of data input in the model. SAM is the square matrix that describes the circular flow of income and spend-
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ing in a national economy during a specific time period, usually a year. It reports the values of all commodities

that are produced and the income generated from their sales (Burfisher, 2021).

CGE models offer a consistent framework that links sectoral interactions, resource allocation, and household
welfare in a general equilibrium setting. These models are particularly suited for simulating scenarios that in-
volve large, economy-wide adjustments - such as trade liberalization, integration into new production chains,
or energy price shocks. By considering both direct and indirect effects across industries and households, they

allow the assessment of the full range of potential impacts, rather than focusing on isolated sectors.

The Belarusian case is a clear example where such modeling is crucial. Structural shocks, such as a sharp in-
crease in energy prices or a reorientation of trade toward the EU, affect not only the directly exposed sectors
but also the wider economy through changes in costs, relative prices, and resource allocation. A CGE frame-
work is therefore indispensable for capturing these linkages and providing a comprehensive view of possible
outcomes. Simulations based on the CGE model allow us to assess changes in the steady state of the Belaru-

sian economy in the long term in the event of its integration with the EU.

The model for the Belarusian economy is based on the basic postulates of the CGE modeling. The baseline spec-
ification includes 17 production sectors, with the external sector represented by four counterparties - Russia,
the EU, China, and the rest of the world. The introduced model uses 2019 Input-Output table data published by
the Belarusian National Statistical Committee (Belstat) as input. The choice of this year is explained by the fact

that it was the most recent with a complete set of available data and did not reflect significant external shocks.

The developed CGE model has been used to simulate several scenarios relevant to Belarus (BEROC, 2025). In
this paper, we use the results of a CGE-based simulation of the scenario of Belarus's integration with the EU
under conditions of an energy shock. This scenario assumes a threefold increase in the import price of natural
gas, a 10% increase in the import price of oil and the elimination of interbudgetary transfers between Belarus
and Russia. Also, it is assumed that import tariffs on goods from the EU to Belarus are reduced to zero, while
for other countries they are set equal to the EU’s 2021 weighted average tariffs. At the same time, the scenario
reflects the likely imposition of import tariffs by Russia on Belarus should Belarus reorient itself toward the
EU. The simulation also accounts for possible EU financial support to Belarus, which could partially offset the
negative consequences of an energy shock for Belarus. Overall, EU assistance of €870 million is incorporated

into the simulation scenario.

2.3. Quarterly Projection Model

The Quarterly Projection Model (QPM) is a semi-structural macroeconomic gap model (Maehle et al., 2021). QPM
has a flexible structure that allows incorporating expert judgments, is relatively simple to maintain, and enables

users to explain the story of what is happening in the economy in a clear and internally consistent way, to
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form forecast scenarios, and to develop recommendations for the application of certain measures of economic

policy.

The key equations in QPM are presented in deviations (gaps) of macroeconomic variables from their equilibrium
levels, where equilibrium is defined as a level of an economic indicator that does not exert upward or downward

pressure on inflation (inflation level corresponds to inflation expectations).

In contrast to econometric models, semi-structural gap models have a more robust theoretical foundation,
primarily based on microeconomic principles. Unlike full structural models (DSGE), semi-structural model pa-
rameters do not impose strict structural constraints, and microeconomic variables are approximated by mac-

roeconomic indicators.

Some components of QPM are ad-hoc elements, which distinguish it from DSGE. QPM has a rudimentary sup-
ply block, where most trends (equilibrium components) of economic variables are represented as stochastic
processes that guarantee convergence of indicators to an exogenously defined steady state in the medium
term (Berg et al., 2006). Since QPMs are generally used by central banks to support monetary-policy deci-
sion-making, simplifying the supply block is justified: monetary policy does not have a direct effect on the
long-term trends of real economic variables, but it is a crucial stabilization tool for the business cycle in the

short and medium term.
The gap model for Belarus comprises eight blocks:

1. The aggregate demand block describes the dynamics of the output gap (@t) which is the deviation of the
real GDP (¥t) from its potential (equilibrium) level (7).

2. The fiscal policy and wage block determines the dynamics of consolidated budget expenditures in Belarus

and wages.
3. The inflation block, which is represented by modified New Keynesian Phillips curves.
4. The external trade block determines the dynamics of Belarus's trade in goods and services.
5. The exchange rate block determines the dynamics of the effective exchange rate of the Belarusian ruble.

6. The reaction function of monetary policy, which is represented by a modified Taylor rule for flexible inflation

targeting with incomplete control of the National bank for the interbank interest rate.

7. The block of interest rates on the credit and deposit market determines the behavior of interest rates on

new time deposits and new market loans for organizations and the population in Belarusian rubles.

8. The external sector block describes the dynamics of output gap, inflation, money market interest rates, and

exchange rates in Belarus's trading partner countries, as well as oil prices.
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The model parameters were calibrated to account for stylized facts of the Belarusian economy, considering
changes in its functioning after 2022, such as increased financial sector isolation, shifts in trade flows towards

Russia, and changes in monetary and exchange rate policies (BEROC, 2023).

Since changes in the trend values of macroeconomic variables in the developed QPM have an extremely limited
effect on the equilibrium state of the economy described by the model, within this framework it is reasonable
to simulate only those shocks that can lead to economic imbalances in the short and medium term. Simulating
such shocks will show the trajectory of deviations of GDP from its potential level (regardless of changes in
the potential output itself), deviations of inflation from the National Bank’s target, and will make it possible to
determine the optimal monetary policy response of the National Bank to these shocks. Thus, using the QPM
to study the economic consequences of Belarus-EU integration is appropriate for designing monetary policy
measures aimed at restoring macroeconomic stability after the inevitable short-term disruptions associated

with the severing of economic ties with Russia.

In line with the simulations conducted in the CGE model, the following shocks were incorporated into the QPM-

based simulations:

1. A200% increase in the import price of natural gas. This assumption was introduced through shocks to core
and non-core inflation. The magnitudes of the shocks were calibrated at 6 p.p. for each inflation compo-
nent, based on the facts that fuel expenses account for about 5% of the cost structure of Belarusian firms,

and natural gas represents around 60% of domestic energy consumption.

2. A10% increase in the import price of oil. This assumption was introduced through a shock to non-core in-
flation, which includes changes in fuel prices. The shock size was calibrated at a 1 p.p. increase in non-core

inflation, given that fuel accounts for about 10% of the non-core consumer price index.

3. A reduction in general government budget expenditure of 1.4 p.p. of GDP. It is assumed that the loss of
transfers from the Russian budget will lead to a 2 p.p. decline in government revenues and, accordingly,
expenditures. At the same time, activation of the “frozen” EU assistance package could compensate for

about 0.6 p.p. of GDP in lost revenues and expenditures.

The effect of tariff changes on inflation was not included in the QPM simulations, since the expected change in

the average import tariff is small (a decline of approximately 0.4 p.p.) and can be offset by firms’ profits.
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24. Dynamic Stochastic General Equilibrium Model

241. Overview

The DSGE framework employed in this paper is built on the dynamic stochastic general equilibrium model
developed for the Belarusian economy in BEROC (2020), but introduces a number of substantial revisions
and extensions designed specifically for the analysis of structural regime change. That model was originally
designed as a structural macroeconomic tool for analyzing macroeconomic fluctuations, policy transmission
mechanisms, and external shocks in a small open economy with features characteristic of Belarus. For the
purposes of the present study, however, the model has been substantially revised, recalibrated, and extended.
The revisions were motivated both by structural changes in the Belarusian economy since the original model
was developed and by the specific analytical objective of the present paper, which focuses on the macroeco-

nomic dynamics associated with a potential regime shift linked to EU integration.

In its core structure, the model belongs to the class of New Keynesian DSGE models for a small open economy
and incorporates the key mechanisms typically used to analyze macroeconomic adjustment in open econo-
mies with nominal rigidities. Production is organized through a standard two-tier structure in which wholesale
firms produce intermediate goods using capital and labor, while retail firms operate under monopolistic com-
petition and face nominal rigidities in price adjustment of the Calvo type. Wage formation is also subject to
nominal rigidity, reflecting institutional characteristics of the Belarusian labor market. These features allow the

model to generate realistic inflation dynamics and transmission of cost shocks into prices.

Households make intertemporal consumption and labour supply decisions, hold financial assets, and allocate
their deposits between domestic-currency and foreign-currency instruments. Although financial dollarization
is incorporated in the model through the structure of household deposits and interest rate premia, this mech-
anism plays a relatively limited role in the simulations performed in this paper. Capital accumulation follows
the standard law of motion with investment adjustment costs, which generate gradual responses of invest-
ment and capital to macroeconomic shocks. The external sector is represented through export demand, import
demand, terms-of-trade dynamics, and an uncovered interest parity condition augmented by a country risk
premium related to external debt exposure. Monetary policy is described by a rule-based reaction function in

which the policy interest rate responds primarily to deviations of inflation from its target.

An important feature of the model is its ability to capture structural characteristics that are specific to the Be-
larusian economy. The baseline specification therefore incorporates several institutional and macroeconomic
mechanisms that distinguish Belarus from a typical small open market economy. In particular, the model reflects
the relatively high degree of wage rigidity and administrative influence in the labor market, which is partly
associated with the large role of state-owned enterprises and coordinated wage setting practices. These fea-
tures are captured through parameters governing wage adjustment and the degree of nominal rigidity in the

labor market. The model also accounts for specific characteristics of the Belarusian financial system, including
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the coexistence of domestic- and foreign-currency financial instruments and the presence of a risk premium
associated with external borrowing conditions. In addition, the specification incorporates the sensitivity of the
economy to external shocks transmitted through trade flows, foreign demand, and changes in international
financial conditions, which historically have played a significant role in Belarusian macroeconomic fluctuations.
Furthermore, an important structural feature incorporated in the model relates to the historically important role

of preferential access to energy resources provided within the framework of economic relations with Russia.

For the purposes of the present paper the model has been substantially recalibrated and extended. First, the
parameterization has been updated so that the steady state of the model reproduces the current macroeco-
nomic proportions of the Belarusian economy. In particular, key ratios such as the shares of consumption,
investment, government spending, and trade in GDP are aligned with contemporary macroeconomic data. The
recalibration ensures that the initial steady state used in the simulations corresponds to the current structural

configuration of the Belarusian economy.

Second, the mechanism linking energy prices and productivity has been refined. While the baseline model al-
ready allowed energy price advantages to affect total factor productivity, the revised specification introduces
a more explicit representation of the transmission channel through which energy prices influence economic
performance. This mechanism is represented as a productivity wedge affecting total factor productivity, allow-
ing preferential energy pricing to operate as a structural determinant of the equilibrium level of output. Lower
effective prices of energy inputs increase the efficiency of production and therefore raise the level of output

that can be sustained in equilibrium (see Equation 1).

InA; =In (Zt) + (Y +19adapt)*(ln(Pe,t) - ln<ﬁe,t)) V)

where A; - is actual TFP, Zt - TFP frontier mainly associated with technology level and modelled as AR(1) sto-
chastic process, Pe,t - actual energy price, Fe,t - expected market price without special conditions, ¥, - pa-
rameter responsible for transmitting preferences in energy price into productivity gains, for initial steady state
Y, =-0.05, ﬁadapt - the parameter responsible for weakening the specific productivity gains accumulation once
the EU integration started, ﬁadapt =0 for initial steady state, gradually tends to ﬁadapt =-0.01 since the start of

the EU integration.

This specification allows the model to reproduce one of the key structural advantages that has historically
influenced the Belarusian economic equilibrium. Lower energy prices can be interpreted not only as a direct
cost advantage but also as a structural productivity bonus that increases the efficiency of production across
sectors. 1, =-0.05, implies that a 1% lower energy price increases effective productivity by about 0.05%. Con-
sequently, the approximately 60% energy price preference embedded in the initial steady state corresponds to
a productivity bonus of about 2.3%. In the EU integration scenario considered in this paper, this energy subsidy

is removed, implying that the associated productivity advantage disappears following the energy price shock.

Third, the updated model introduces a direct link between energy prices and firms’ marginal costs. Energy price

increases therefore affect the production cost structure of the economy and propagate through the price-set-
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ting mechanism of firms. This channel allows energy price shocks to generate cost-push inflation dynamics
that are consistent with the macroeconomic structure of an energy-intensive economy. Fourth, the inflation
block of the model has been extended in order to incorporate an explicit energy component in consumer price
dynamics. Energy prices influence consumer price inflation both directly, through the energy component of the
consumption basket, and indirectly through their impact on marginal costs and production prices. This modi-
fication allows the model to capture the transmission of energy price shocks into broader inflation dynamics
more realistically. Finally, the model now includes a separate component of energy imports. This extension
makes it possible to track the effects of energy price changes on the real volume of energy imports as well as
on the broader structure of external trade. In the context of the transition scenarios analyzed in this paper, this
feature is particularly important because changes in energy pricing represent one of the key structural shocks

associated with the transition toward EU-compatible economic relations.

Taken together, these revisions transform the original DSGE framework into an analytical tool specifically de-
signed to study the macroeconomic consequences of structural regime change and the adjustment dynamics
associated with the transition toward a new steady state configuration. While preserving the core logic of the
original model, the updated specification provides a more detailed representation of the energy channel and
aligns the steady-state structure of the model with the current characteristics of the Belarusian economy. As
a result, the model provides a suitable analytical environment for studying the macroeconomic adjustment
dynamics associated with the transition from the current economic regime toward a potential post-integration

steady state.

24.2. Perfect Foresight Solution

DSGE models are typically used to analyze the dynamic responses of macroeconomic systems to structural
shocks and policy changes. While stochastic simulations are appropriate for studying fluctuations around a
stationary equilibrium, many policy questions, like ours in this paper, involve structural changes that perma-
nently alter the economic environment. In such cases, the relevant analytical framework is a PF transition ex-
periment, in which economic agents are assumed to fully anticipate the new economic regime and adjust their

decisions accordingly.

Perfect foresight simulation is different in nature from studying the shocks given the initial steady state. Alter-
natively, it computes the entire transition path between two steady states of the model. Instead of focusing
on local impulse responses around a fixed equilibrium, the PF approach explicitly characterizes the dynamic
adjustment of the economy when a structural change permanently shifts the equilibrium configuration. This
methodology is particularly suitable for the analysis of large structural transformations, such as institutional

reforms, trade regime changes, or energy market liberalization.

A PF experiment computes the sequence of endogenous variables for periods (O, T) (where T - is the PF hori-

zon) subject to three boundary conditions:

1. Initial condition. The economy starts from the initial steady state (SSO) that represents the pre-reform

economic environment with subsidized energy prices.
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2. Structural change. The reform is introduced in the 1st period by modifying the parameter governing the
effective price of energy. This permanently alters the equilibrium conditions of the model and defines a new

steady state (SS1), which is the post-integration steady state in the terminology of our study.

3. Terminal condition. The transition path must converge to SS1in the final period (T) of the PF horizon.

The PF solver therefore computes the sequence for periods (0, T) such that the equilibrium conditions of the
model hold in every period, while the terminal state coincides with the new steady state. Numerically, the PF
problem is solved as a large nonlinear system of equations using Newton-type algorithms implemented in
Dynare’s perfect foresight routines. Because agents anticipate the full transition path, forward-looking vari-

ables such as consumption, investment and asset prices adjust immediately once the reform is announced.

In our case, the main structural change and simultaneously terminal condition for the new steady state is
associated with the energy shock stemming from the elimination of the Russia-related energy price subsidy.
Historically, Belarus has benefited from preferential energy pricing arrangements, particularly with respect to
imported hydrocarbons. This forms part of the initial steady state of the model through the introduction of a
permanent wedge into the dynamics of energy prices in the model, which are specified according to Equation
2.

n(Pet) = (1= pe) I (Pry) +poXin(Pog 1) +wey + 00 @)

where Pe,t - actual energy price, Pe,t - expected market price without special conditions, We ¢ - permanent
energy price wedge associated with the special conditions in relations with Russia, €¢ ¢+ - stochastic shock, Pe

- parameter, 0 - scaling parameter.

In the initial steady state permanent wedge is calibrated negatively:

wer = (1— pe) *In(0.625) = —0.0893 (3)

This implies that the nullification of the preferential conditions results in a 60% increase in the energy price. The
elimination of these subsidies represents a permanent change in the relative price of energy faced by domestic

producers.

As shown above, this energy shock is going to spread through the economy through different channels, the
main of which are: (i) productivity, (ii) marginal cost, (i) direct impact on prices. The PF approach is therefore
well suited to answering the central research question of the paper: how the economy reallocates resources

and capital when the energy pricing regime changes permanently.

The PF experiment proceeds in several steps. First, the model is calibrated and solved for the initial steady state
representing the pre-reform economic environment. This equilibrium corresponds to an economy operating
under subsidized energy prices. Second, the structural reform is introduced (mainly through modifying the

parameter governing the effective price of energy). Third, the perfect foresight solver is used to compute the
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deterministic transition path from the initial steady state to the new equilibrium implied by the reform. Agents
in the model are assumed to perfectly anticipate the future path of the economy and therefore adjust con-
sumption, investment, and production decisions immediately after the policy change. Formally, the PF solution
computes the sequence of endogenous variables that simultaneously satisfies the model’s equilibrium condi-

tions in every period while converging to the new steady state in the terminal period of the simulation horizon.

A key technical issue in PF simulations concerns the choice of the transition horizon. Because the terminal
condition requires the economy to reach the new steady state in the final period of the simulation, a horizon
that is too short may artificially accelerate the adjustment process. Conversely, an excessively long horizon in-
creases computational costs without materially affecting economically relevant dynamics. In the present study
the horizon length is determined using a combination of numerical and graphical diagnostics. Multiple PF simu-
lations are performed using horizons ranging from 60 to 200 quarters. The trajectories of core macroeconomic
variables then are compared across simulations. The comparison shows that for horizons shorter than approxi-
mately 100 quarters the adjustment of capital is artificially accelerated in order to satisfy the terminal condition.
However, for horizons of 120 quarters and above the trajectories of the main macroeconomic variables become
nearly identical during the economically relevant portion of the transition. This behavior reflects a standard
property of DSGE models with physical capital: because capital depreciates slowly, the final approach to the
new steady state can take a very long time. Increasing the PF horizon therefore mainly affects the far tail of
the transition rather than the economically meaningful short- and medium-run dynamics. On the basis of these
diagnostics, a horizon of 200 quarters was adopted in the baseline simulations. This value ensures numerical

convergence of the PF solution while leaving the economically relevant transition dynamics unaffected.

To ensure the numerical validity of the PF results, several diagnostic checks are conducted. First, the conver-
gence of the simulation is verified by examining whether endogenous variables become approximately con-
stant in the final periods of the horizon. This check confirms that the simulated trajectory approaches the
terminal steady state. Second, the residuals of the model’s equilibrium equations were evaluated using the final
simulated values of the endogenous variables. Residuals close to zero confirm that the terminal point of the
simulation satisfies the model’s equilibrium conditions. Third, robustness tests were performed by comparing
PF trajectories across alternative horizons. Particular attention is paid to the behavior of capital, which typically
exhibits the slowest convergence in DSGE models. If the capital trajectories coincide during the early periods

of the simulation, the PF horizon can be considered sufficiently long.

Finally, several graphical diagnostics are used to analyze the mechanisms driving capital adjustment, including
decompositions of investment and depreciation flows, and channels that drive investments. Together, these
checks confirm that the PF simulations used in this study provide a numerically stable and economically mean-

ingful representation of the transition dynamics following the removal of energy subsidies.
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2.5. Debt Sustainability Analysis

Public debt can be regarded as sustainable when the primary balance needed to at least stabilize debt under
both the baseline and realistic shock scenarios is economically and politically feasible, such that the level of
debt is consistent with an acceptably low rollover risk and with preserving potential growth at a satisfactory
level (IMF, 2013).

To project the public debt dynamics during the transition period the “automatic” debt dynamics equation was

used (Acosta-Ormaechea & Martinez, 2021):

di = pidi_ 1 — pby 4)

where d; - is public debt (relative to GDP); Pbi — is the primary fiscal balance (relative to GDP).

1+mr;

1+g;
fects the current-period ratio, where 9t is the real GDP growth rate, T¢is the (gross) real cost of debt that

The coefficient for automatic debt dynamics, ¥t = measures how the previous-period debt ratio af-
includes exchange rate valuation effects. Information on the currency composition of Belarus's public debt
has not been published since 2022. Prior to this period, public debt was almost entirely denominated in for-
eign currencies, with the US dollar dominating. Due to the impact of sanctions on Belarus and Russia, the debt
structure could have shifted in 2022-2025, with a significant increase in the share of the Russian ruble, but
the public debt itself would likely remain overwhelmingly denominated in foreign currencies. For this reason,

further calculations assume that Belarus's public debt is in foreign currency.

The baseline transition scenario should be consistent with the macroeconomic framework used to construct
the Belarus-EU integration scenario. The results of CGE and QPM were used to construct the baseline transi-
tion path. In the stress transition scenario the results of CGE and DSGE simulations were incorporated. We do
this not fully straightforwardly, but with the inclusion of expert assessments of the results of the correspond-
ing model simulations. The assumption is also made for a significant increase in the cost of debt for Belarus
amid a deeper economic downturn. The primary budget balance has been recalculated in line with the change

in GDP growth compared to the baseline transition scenario.
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2.6. Long-run Convergence and Long-Term Growth Model

2.6.. The concept of long-run convergence and its application for the
study

The concept of beta-convergence originates from the neoclassical growth framework and was formalized em-
pirically by Barro and Sala-i-Martin (1992). The central idea is that economies with lower initial levels of income
tend to grow faster than richer ones, conditional on structural characteristics. This mechanism reflects dimin-
ishing returns to capital and technological diffusion, which together generate a tendency for poorer economies
to catch up with richer ones over time. In empirical work, beta-convergence is typically tested by regressing

the average growth rate of income on the initial level of income (see Equation 5).

1 yt+T * ! %
Tln< ” =a—p%n|y: | +7 "Xit + (5)
where Yt - is the level of income (typically GDP per capita) at time t, T - is the time horizon over which growth
is measured, X; ¢ - the vector of conditioning variables, & - is a constant, B - the speed of convergence, € -

error term.

The vector X; includes structural and institutional characteristics that influence the long-run equilibrium level
of income. Typical examples include investment rates, education, institutional quality, macroeconomic stability
indicators, and openness to trade. Including these variables allows the regression to capture conditional con-
vergence rather than absolute convergence. Hence, Bis interpreted as the speed of conditional convergence,
of just 5—convergence. A useful interpretation is that beta represents the proportion of the income gap closed
each period due to convergence forces, i.e. in addition to those associated with structural variables X;. For
example, if beta equals 0.02, approximately 2 percent of the gap between current income and the steady state

level is eliminated each year.

In the context of policy-oriented macroeconomic analysis, ﬂ—convergence can also be interpreted as a mech-
anism describing how quickly an economy approaches its long-run steady state. This interpretation makes the
framework particularly useful when analyzing structural transformations such as economic integration, institu-

tional reforms, or large shifts in external economic conditions.

The standard beta-convergence regression can be reinterpreted in terms of the distance between the current
*
level of income and the steady state level ¥ , for which the expected growth rate is zero. Solving the Equation

(5) for the level In (y*) gives:

In (y> _ % ©)
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Substituting the steady state expression into the original regression yields an alternative representation of the

growth process.

g = ﬁ*(ln (y) —In (yt)) @
where 3t - is the average GDP growth rate.

For long-run macroeconomic projections, it is often useful to respecify the logic of ‘only convergence’ to the
logic ‘frontier/baseline growth plus convergence markup’. So, ‘only convergence’ in this case is decomposed
to two drivers. The first, baseline growth reflects frontier technological progress and structural trends that
affect all economies. These may include frontier productivity improvements, demographic developments, and
long-term technological diffusion. The second, still denotes convergence, but in a sense of ‘pure convergence’,

i.e. in addition to growth due to structural factors. In this case, Equation (7) is re-specified to:

9t = Gbaselne + B* (ln (y) —In (m) ) )

where Ybaselne - is the growth rate due to structural factors.

As shown in the Sections 2.1 and 2.4, the start of the EU integration for Belarus might lead to a transitional
recession. Taking it into account, we adjust the Equation (8) with a term denoting the contribution of the tran-
sitional recession. This term is expected to be negative during the period of the transitional recession, and zero
afterwards. Finally, Equation (9), which allows combining exogenous assumptions about frontier productivity
trends with endogenous catch-up dynamics, and contribution of the transitional recession is used for long-run

projections:

9t = Gbaselne + Gr + + B* (ln (y) —In (yt) ) ©)

where Gtr_r - is the drop rate due to the transitional recession.

Empirical literature on economic convergence typically finds a 5—convergence speed of about 2% per year. The
classical works of Barro and Sala-i-Martin show a robust negative relationship between initial income levels
and subsequent growth and estimate convergence speeds of roughly 1.5-2% annually in cross-country and
regional data (Barro & Sala-i-Martin, 1992; Sala-i-Martin, 1996). This result has become the standard benchmark
used to calibrate the 8 parameter in long-run growth models. For applied studies, the B parameter can also be
estimated using cross-country or panel data. Because the available time series for a single country are often
too short to produce reliable estimates, panel estimates across many countries provide a more robust empir-
ical benchmark. For transition economies and countries undergoing structural transformation, it is common to
calibrate 8 using empirical estimates obtained from comparable countries that previously experienced similar

convergence processes.
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The studies focusing on the EU suggest that institutional and economic integration with the EU may accelerate
the catch-up process. Empirical estimates of EU membership effects show significant positive deviations of
observed income trajectories from counterfactual scenarios. For example, Campos, Coricelli and Moretti (2019)
find that on average GDP per capita was about 10% higher ten years after accession compared with a syn-
thetic counterfactual without EU membership. Similar conclusions regarding the positive impact of institutional
integration on growth and productivity are reported in subsequent work (Campos, Coricelli & Franceschi, 2022)
and in reviews of the economic consequences of EU enlargement and integration into the Single Market (Pa-
simeni, 2024). In addition, research on convergence within the EU emphasizes that the speed of convergence
can vary substantially depending on macroeconomic conditions, institutional quality, and the depth of econom-

ic integration (Coutinho & Turrini, 2019).

Taken together, this gives us the background to consider B for the Belarusian case within the 0.02 to 0.03 in-
terval. The value of 0.02 might be considered as the lower bound peculiar to more conservative assumptions,

the value of 0.03 might be associated with no-headwinds convergence process.

2.6.2. LTGM

To analyze long-run growth dynamics and convergence prospects, we employ the World Bank Long-Term
Growth Model (Loayza & Pennings, 2022). This is a transparent spreadsheet-based framework relying on the
standard Solow-Swan growth model. The LTGM is designed for long-horizon scenario analysis and has been
widely used in country growth diagnostics and policy studies. The model links long-run output dynamics to

investment behavior, productivity growth, human capital accumulation, and demographic trends.

The analytical structure of the LTGM is built around three fundamental blocks: the production side, capital
accumulation, and demographic-labor dynamics. The production side of the model is represented by a Cobb-
Douglas production function in which output depends on total factor productivity (TFP), physical capital, effec-
tive labor, and human capital. Effective labor is defined as the product of the number of workers and the level of
human capital per worker. This specification implies that long-run growth may arise from improvements in pro-
ductivity, increases in the capital stock, demographic expansion, or human capital accumulation. The second
block of the model describes capital accumulation. The evolution of the capital stock follows the standard law
of motion. Consequently, the investment-to-GDP ratio plays a central role in determining the long-run growth
trajectory of the economy. The third block of the LTGM captures demographic and labor market dynamics.
GDP per capita growth is decomposed into several components reflecting population growth, the working-age
population share, and labor force participation rates. In this framework, the number of workers depends on the
size of the working-age population and the labor force participation rate. As a result, demographic transitions,
such as population aging or changes in labor participation, can significantly affect long-run economic growth.
In addition to these core blocks, the LTGM also incorporates an external financing constraint linking investment
to savings and the current account balance. Investment may be financed through domestic savings or external
sources such as foreign direct investment and external borrowing. This feature allows the model to examine

whether projected investment paths are compatible with sustainable external balances.
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The model requires a relatively small number of structural parameters, including the labor share of income, the
depreciation rate of capital, and the initial capital-to-output ratio. These parameters are typically calibrated
using international datasets, first of the Penn World Tables (for majority of countries). Furthermore, several key
variables must be specified through forward-looking assumptions. These include the growth rate of total factor
productivity, the rate of human capital accumulation, demographic trends, and labor force participation rates.
The default projections embedded into the baseline version of the LTGM typically base main demographic
variables on the UN population projections to 2100, while other core variables are extrapolated based on either
current values (e.qg. labor participation ratios), or on actual averages from past 10 to 20 years. For instance, the
baseline growth rate of human capital is the extrapolation of the actual 10-year average growth in a country,
while TFP growth rate is the one of the actual 20-year average growth rate (with Penn World Tables as the

data source).

2.6.3. Long-run projections combined with transitional dynamics

The long-run simulations implemented within the LTGM framework are designed to visualize the potential long-
term economic implications of Belarusian EU integration. While the macroeconomic models discussed in pre-
vious sections focus on the transitional adjustment period, the LTGM provides a complementary perspective
by tracing the long-run trajectory of the economy once transitional shocks have been absorbed. In particular,
the LTGM simulations allow the evaluation of long-run income dynamics, the potential scale of convergence
toward more advanced European economies, and the comparison of alternative long-term development paths

under different integration scenarios.

The natural benchmark for evaluating these trajectories is the inertial scenario. In the context of this study,
the inertial scenario corresponds to the default baseline configuration of the LTGM model. This configuration
combines the extrapolation of historical trends for several key variables with externally provided demographic
projections. In particular, long-term assumptions for total factor productivity growth, human capital accumula-
tion, and the investment share of GDP are constructed through extrapolation of historical trends observed in
recent decades. Demographic dynamics are based on the long-term baseline projections of the United Nations
population forecasts. This configuration therefore represents a continuation of the existing structural and in-
stitutional trajectory of the Belarusian economy in the absence of major structural shifts. The resulting LTGM

baseline can thus be interpreted as a policy-neutral or inertial development path.

While the inertial trajectory provides an internal benchmark for the Belarusian economy, the analysis also re-
quires an external reference point. The purpose of this external benchmark is to illustrate the distance between
Belarus and a plausible regional convergence frontier. For reasons of transparency and empirical relevance,
Poland is chosen as this benchmark economy. In the LTGM simulations the Polish economy is represented by
its own inertial baseline scenario extending to the end of the simulation horizon. The assumptions underlying

Belarusian and Polish LTGM inertial scenario are summarized in Table 1.
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Table 1. Inertial Scenario: the assumptions for LTGM simulations and its results

Indicator Belarus Poland
Labor share, % 57 54.8
Depreciation rate, % 4.4 53
Investment to GDP ratio, % 28 18
Population growth rate, % -1.0 -0.9
Labor participation rate, % 79.2 74.6
Human capital growth rate, % 0.8 0.5
TFP growth rate, % 01 0.7
Outcome: average annual GDP growth rate, 2026- 0.2 0.9
2100

Outcome: average annual per capita GDP growth 1.2 1.9

rate, 2026-2100

Source: LTGM, version 5-72, November, 2025 (World Bank, 2025).

The choice of Poland as a reference economy is motivated by several considerations. First, Poland represents
one of the most relevant comparators for Belarus in terms of geographical proximity and historical develop-
ment patterns. Second, the two economies share several structural characteristics, including relatively similar
human capital profiles and comparable levels of labor force participation. Third, in a scenario of Belarusian EU
integration Poland is likely to function as an important regional economic anchor. Through mechanisms such
as trade integration, foreign direct investment, technological diffusion, and the development of cross-border
value chains, the Polish economy may serve as a practical convergence frontier for Belarus in the medium
and long run. Within this framework the central indicator of convergence used in the analysis is the relative
income level (GDP per capita, PPP approach, constant 2021 int.$) of Belarus compared with Poland. In the in-
ertial scenario this ratio reflects the evolution of relative income under the default LTGM assumptions for both
economies. It therefore provides a transparent benchmark against which alternative EU integration scenarios

can be evaluated.

The EU integration pathway is analyzed using a scenario-based approach. Because the economic conse-
quences of integration depend on a variety of uncertain factors, including the magnitude of transitional ad-
justment costs and the strength of long-run convergence mechanisms, it is not appropriate to rely on a single
deterministic projection. Instead, the analysis considers a set of alternative scenarios representing different
combinations of transitional dynamics and long-run growth mechanisms. Each scenario is evaluated relative
to the inertial trajectory of Belarus and compared with the corresponding Polish inertial projection. The design
of these scenarios reflects three key dimensions of economic adjustment. The first is the depth and duration
of the transitional recession. Estimates of the transitional shock are summarized from the macroeconomic
simulations in QPM and DSGE modelling frameworks. The second dimension is the speed of convergence (ﬁ),

which varies in terms of how quickly it begins to affect the economy and its long-term level. The third dimen-
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sion reflects the possibility that EU integration may directly influence the long-run rate of productivity growth
(e.g. through improvements in institutional quality, increased competition, technological diffusion, and stronger

integration into European value chains).

Based on these three dimensions, three EU integration scenarios are considered. The first scenario, ‘EU inte-
gration: Stress’ represents a stress case and is characterized by the most challenging transition environment.
In this scenario the Belarusian economy experiences a relatively deep and prolonged transitional recession,
the convergence mechanism activates only gradually, and the speed of convergence is assumed to be slow (
B=0.02). Moreover, no direct positive effect of EU integration on the long-run growth rate of total factor pro-
ductivity is assumed. Under these conditions convergence toward the frontier occurs solely through the grad-
val closing of the income gap. The second scenario, labelled the ‘EU integration: Convergence only’ scenario,
represents a moderately conservative integration path. In this case the transitional recession is less severe and
shorter than in the stress scenario. Convergence dynamics begin earlier and its speed is somewhat higher than
in the stress-scenario, but still pretty modest (520.025). Furthermore, similarly to the stress scenario, no addi-
tional direct productivity acceleration is assumed. Long-run growth improvements therefore arise exclusively
through the convergence mechanism. The third scenario, ‘EU integration: Baseline’ represents an EU integra-
tion scenario, without facing extra-obstacles. In this case the transitional recession remains moderate (the
same as in the ‘Convergence only’ scenario), while convergence dynamics activate relatively quickly after the
transition phase and the speed of convergence lies at the upper boundary of the empirically plausible range
(5:0‘03)1. However, the latter - given that we use Poland as the regional frontier for Belarus rather than the
global technological frontier - should still be interpreted as remaining within conservative limits. In addition, the
scenario assumes that EU integration generates a direct improvement in productivity growth. Specifically, the
long-run growth rate of total factor productivity is assumed to converge toward the level currently observed
in Poland, which is approximately 0.7% per year. Given the significant structural distortions historically present
in the Belarusian economy, such an increase in productivity growth can be interpreted as a moderate assump-
tion. The Belarusian economy has got huge accumulated distortions, which restrict the growth of productivity
in Belarus (Kruk, 2020) from today’s perspective. But for the future, it means that potential productivity gains
associated with institutional reform and deeper market integration are quite high. The narrative characteristics

of the scenarios are reported in Table 2.

Table 2. The characteristics of the scenarios for long-term projections

Scenario\Indicator Transition Drop Convergence Speed TFP Growth Markup
EU integration: Stress Deep Slow None

EU integration: Convergence only Moderate Modest None

EU Integration: Baseline Moderate Moderate Positive

Source: Own elaboration.

" We report a full list of the numerical values of the assumptions in Section 3.
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Importantly, the scenario design intentionally avoids overly optimistic assumptions. The scenario set consists
of one baseline integration scenario and two downside scenarios rather than including any explicit upside
case. This conservative approach ensures that the analysis does not exaggerate the potential benefits of EU
integration and instead focuses on trajectories that remain plausible even in the presence of substantial ad-

justment challenges.

Together, these scenarios provide a structured framework for evaluating the long-run implications of Belaru-
sian EU integration. By combining long-run LTGM projections with transitional dynamics derived from macro-
economic models, the analysis makes it possible to assess how different adjustment paths may translate into

long-term convergence outcomes relative to the regional frontier represented by the Polish economy.
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5. Results

31. Computable General Equilibrium Model

The liberalization of trade in goods with the EU, combined with a significant increase in oil and gas import prices

for Belarus will lead to significant sectoral changes (see Figure 2).
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Figure 2. Sectoral value added: results of CGE-based simulation

Source: Own elaboration.

Domestic production and exports of petroleum products practically cease, while the country’s demand for en-
ergy resources is met entirely through imports. The outsiders are the industries engaged in primary processing
of raw materials, for which fuel resources are highly significant: the chemical industry, the production of plas-
tic and rubber products, metallurgy, the extraction of non-oil-and-gas minerals, and the production of other
non-metallic products. Output also declines in the electricity and water supply sectors, as well as in construc-
tion and trade. Agriculture and the food industry are also suffering losses in output, value added and exports
due to their dependence on the Russian market. These sectors would probably face difficulties adjusting to EU

competition and new trade barriers with Russia.
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Labor and capital resources from the predominantly low- or medium-technology industries mentioned above
flow into sectors with higher value added and export potential. Output, exports, and value added increase in
the sectors of mechanical engineering, other manufacturing, light industry, woodworking, and information and
communications. These findings reflect higher capacity of more sophisticated sectors to integrate into Euro-

pean markets and adapt to new competitive conditions.

The macroeconomic effects of Belarus’s trade liberalization with the EU and its complication with Russia under
energy shock conditions will be reflected in declining government and household incomes, which will lead to
reduced public and private consumption as well as investment. As a result, GDP will contract by 3.9% in the long
run. EU financial support of €870 million makes it possible to reduce GDP losses by about 1.2 p.p. by mitigating

the decline in consumption and investment (see Figure 3).
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Figure 3. Macroeconomic effects: CGE-based simulation results

Source: Own elaboration.

3.2. Quarterly Projection Model

Figure 4 presents the results of the QPM-based simulation. The variables in Figure 4 are shown as deviations
from their steady state levels. The sharp increase in import prices for energy resources generates a large in-
flationary shock. Due to the inertia of inflationary processes and rising inflation expectations, annual consumer

price inflation may exceed the National Bank’s target by about 14 p.p. one year after the shock.
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Figure 4. Macroeconomic effects: QPM-based simulation results

Source: Own elaboration.

Note: the figures show deviations of variables from their long-term sustainable levels (steady states). Time is measured in
quarters.

The substantial increase in domestic prices leads to a significant appreciation of the Belarusian ruble in real
terms - the real exchange rate falls well below its equilibrium level. Combined with the reduction in budget
expenditure, the overvaluation of the national currency exerts a restraining effect on aggregate demand. As a
result, GDP falls more than 2.5 p.p. below its potential level within two years of the shock. Such a magnitude
of the negative output gap corresponds to a severe recession. Taking into account the likely losses of poten-
tial GDP - which the CGE model estimates at around 2.7-3.9% - the total decline in output may exceed 5-6%

within two years after the shock.

In an environment combining a steep downturn in output and a powerful inflationary shock, the National Bank
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faces a dilemma: either tighten monetary policy substantially to counter inflation (but risk a collapse in the real
sector and a financial crisis), or allow inflation to deviate significantly from the target in order to support eco-
nomic agents’ adjustment to the shock by maintaining a neutral or moderately accommodative monetary policy
stance. The second option can be pursued only if supported by comprehensive communication by the National
Bank, aimed at explaining such actions in order to prevent a sharp rise in long-term inflation expectations. In
the QPM, it is assumed that the National Bank will respond not only to the inflation shock but also to the signif-
icant deviation of GDP from its potential level. As a result, the interbank market interest rate is expected to rise
by more than 4 p.p. within two quarters of the shock. This will be reflected quickly in higher interest rates on
ruble deposits, but more slowly and with greater inertia in lending rates. Since interest rates rise by less than
inflation, their real levels decline and fall below neutral. This means that monetary policy provides support to

economic agents during the adjustment process, though at the cost of higher inflation.

Roughly one year after the shock, inflationary pressures begin to ease due to weak aggregate demand and the
overvaluation of the national currency. As a result, inflation returns to the target within two years of the shock
and may subsequently fall slightly below target due to the prolonged process of restoring economic equilibri-
um. As price pressures weaken, the National Bank has an opportunity to lower nominal interest rates to prevent
monetary policy from drifting into a restrictive stance. Consequently, a monetary policy stance close to neutral
creates conditions for the gradual recovery of GDP toward its equilibrium level. However, given the scale of the
simulated shock and the absence of any additional fiscal loosening in the simulations, the recovery process is

expected to be prolonged and may take around five years.
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3.3. Dynamic Stochastic General Equilibrium Model

3.31. Transition dynamics

Figure 5 reports the results of a DSGE-based PF simulation of the EU-integration scenario for Belarus.
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Figure 5. Macroeconomic effects: DSGE-based simulation results

Source: Own elaboration.

Note: Y - real GDP, A - TFP, L - labor employment, K - capital stock, C, - household consumption, |, - capital investments,

X - exports, M - imports, RER - real exchange rate, TB/Y - trade balance, % of GDP, TT - trade conditions, gusd -
depreciation rate, % per annum, W - real wages, T - inflation rate, % per annum, R - nominal interest rate, % per annum,
MC - marginal cost.

Note: the figures show deviations of variables from the initial steady state. Time is measured in quarters.

The perfect foresight simulation reveals a sharp but short-lived contraction in economic activity following the
removal of the implicit energy subsidy. Output falls rapidly in the first quarters of the transition, reaching a
trough of approximately 12.8% below the initial steady state at the onset of the shock. Despite the magnitude
of this initial decline, the recovery is relatively fast. By around the 10th quarter, output returns close to its orig-
inal steady-state level, remaining only about 0.5% below it. This pattern reflects a strong front-loaded adjust-

ment of demand and prices combined with a gradual structural transition of the production side.
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Among the demand components, investment exhibits the most pronounced cyclical response. The energy
price shock leads to a reassessment of the expected profitability of capital, generating a sharp contraction in
investment in the first periods of the transition. Over the medium term investment partially recovers, but does
not return to its initial steady-state level. This reflects the fact that the reform implies a lower long-run equilib-
rium capital stock, causing the economy to gradually drift toward a new steady state characterized by reduced

capital intensity.

Household consumption also declines substantially following the shock, falling by roughly 10% relative to the
initial steady state before stabilizing at a level close to 9.5% below it. This adjustment is driven by a combina-
tion of intertemporal substitution in household consumption decisions and a decline in real wages. In order to
preserve external competitiveness after the increase in production costs, firms reduce real wages, lowering
marginal costs and contributing to the restoration of export competitiveness. The resulting decline in wages

increases labor demand, leading to a gradual increase in employment over the transition.

External trade dynamics play an important stabilizing role during the adjustment process. Exports initially con-
tract sharply - by roughly 15% - but recover rapidly and already exceed their initial steady-state level by about
1% after several quarters. This recovery is largely driven by the decline in marginal costs and the associated
improvement in price competitiveness. Imports fall less strongly at the beginning of the transition due to the
adverse price shock and deteriorating terms of trade, but subsequently recover and also rise to levels slight-
ly above the initial steady state. As a result, the trade balance temporarily deteriorates, reaching a deficit of
roughly 14% of GDP for about two quarters, but stabilizes quickly and eventually improves relative to the initial

steady state.

The dynamics of nominal variables exhibit a somewhat counterintuitive pattern. Inflation initially declines sharp-
ly, temporarily even turns negative, before experiencing a significant rebound and gradually converging back
to its steady-state level of around 5% annually. Similar dynamics are observed in the depreciation rate. These
patterns are largely driven by the behavior of the stochastic discount factor, which increases sharply at the
moment the shock becomes known. Under perfect foresight, households immediately internalize the future
deterioration of economic conditions and increase the relative value of future consumption. This leads to a
temporary contraction in current demand and downward pressure on inflation. Although such dynamics may
appear unusual, they reflect a standard implication of perfect-foresight DSGE frameworks and illustrate how

expectations and forward-looking behavior can become a major driver of macroeconomic adjustment.

3.3.2. Capital stock and mid-term adjustments

An important structural mechanism underlying the transition period and beyond is the gradual decline of the
capital stock toward a lower steady-state level. The removal of implicit energy subsidies generates a substan-
tial structural adjustment in the model economy. Because energy enters production as an intermediate input,
the reform permanently changes the relative profitability of production technologies. This shift in the cost
structure alters firms’ investment incentives and ultimately leads to a lower equilibrium level of capital in the

new steady state.
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Investment decisions in the model are governed by firms’ intertemporal optimality conditions. Firms choose
investment taking into account expected returns on capital, financial conditions, and adjustment costs. Di-
agnostic calculations (see Figure 6) show that the Euler condition for capital accumulation is satisfied along
the simulated transition path after the initial adjustment periods (because of the sharp swing in the stochastic
discount factor). The difference between the marginal return on capital and the required return implied by fi-
nancial conditions remains close to zero, indicating that the simulated transition path is consistent with optimal
intertemporal investment behavior. A key indicator summarizing investment incentives in the model is Tobin’s
Q, which measures the value of installed capital relative to its replacement cost. Immediately after the energy
price reform, Tobin’s Q declines below unity, reflecting the deterioration in the expected profitability of new

capital formation following the increase in production costs.

The decline in Tobin’s Q provides a direct explanation for the sharp reduction in investment observed in the
early stages of the transition. As firms perceive lower returns to additional capital, they optimally scale back
investment expenditures. Over time, however, the gradual reduction in the capital stock partially restores in-
vestment incentives. As capital becomes relatively scarcer within the production structure, Tobin’s Q stabilizes
and investment slowly converges toward the level consistent with the new steady state.
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Figure 6. Capital stock adjustment and its channels

Source: Own elaboration.

Note: the variables are represented in different measurement units, as indicated for each sub-figure. Unless otherwise
noted, the path of the variable is presented in its natural measurement units

Because capital is a durable factor of production, this adjustment occurs slowly through reduced investment

and depreciation dynamics rather than through immediate capital destruction. As a consequence, while many
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macroeconomic variables recover relatively quickly after the initial shock, the economy continues to adjust
over a much longer horizon as it converges to its new long-run equilibrium. The transition therefore may unfold
in two stages. The early phase is dominated by a rapid adjustment of investment and asset valuations. The
subsequent phase is characterized by a long period during which the capital stock gradually declines through

the cumulative effect of depreciation exceeding investment.

34. Summarization of the Transitional Path

As mentioned in Section 2.1, the different logic underlying the simulation of the transition path naturally leads
to somewhat different results. We treat the results of QPM simulations as the baseline transition scenario, while
those of the DSGE model represent the stress scenario. If the transition path itself is the ultimate object of in-

terest, the properties of these two scenarios may be summarized as follows (see Table 3).

Table 3. Transitional path: key characteristics of the two scenarios

Variable Characteristic Transition Transition
Baseline Stress Sce-
Scenario nario
GDP Maximum deviation from the initial steady state, % -2.7 -12.8
Recovery/transition duration, quarters 20 10
New steady state, % of the initial steady state 98.3 96.8
Inflation, % per annum Maximum deviation from the initial steady state, p.p. 13.7 18.7
Recovery duration, quarters 23 6
New steady state vs. the initial steady state, p.p. 0 -0.4
Real Wages Maximum deviation from the initial steady state, % -7.0 -16.0
Recovery/transition duration, quarters 20 10
New steady state, % of the initial steady state 91.3 84

Source: Own elaboration.

As shown in Table 3, the baseline and stress scenarios of the transitional path differ significantly in terms of
both magnitude and duration. The baseline transition scenario mainly assumes smaller adjustments, but a lon-

ger recovery period, with the economy adjusting to the new steady state. The stress scenario assumes sharper
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adjustments in terms of magnitude, while the main variables recover more quickly toward a new steady state
(which is lower than the initial one). To a large extent, these differences are predetermined by the design and

logic of the respective modelling frameworks.

For the subsequent steps within the inter-model simulation framework, however, we adjust both scenarios
in terms of their duration in order to make them more compatible with the framework of debt sustainability
analysis, long-term convergence simulations, and to ensure greater comparability across scenarios. In partic-
ular, we preserve the magnitude of the adjustments of the main variables obtained from the macroeconomic
simulations, but smooth the duration of the adjustment paths over a five-year horizon (20 quarters). This hori-
zon corresponds to the medium-term horizon typically used in macroeconomic policy analysis and ensures
consistency with the debt sustainability framework used in the next stage of the analysis. In addition, we par-
tially reconsider the path of nominal variables in order to make the scenarios more conservative. In particular,
adjustments are introduced to the assumed dynamics of inflation, exchange rate depreciation, and interest
rates. Furthermore, for the purposes of the debt sustainability analysis, additional assumptions are introduced
regarding the nominal effective interest rate (in foreign currency) on public debt servicing as well as the path
of the primary fiscal balance. As a result, the transitional scenarios used in the subsequent stages of the in-
ter-model framework represent adjusted versions of the original QPM and DSGE simulations. These adjusted
transition paths therefore constitute the transition block of the inter-model framework and serve as inputs for
the subsequent stages of the analysis, entering the following inter-model simulations in the form reported in
Table 4.

Table 4. Transitional path: key characteristics of the two scenarios for inter-model simulations

Indicator Initial value Transition Baseline Transition Stress
Scenario (5-year Scenario (5-year
average) average)

GDP growth rate, % 1.3 -0.6 -1.5

GDP deflator, % 1.0 75 7.2

Nominal effective interest rate, % 5.0 5.0 8.0

Exchange rate depreciation, % 0.1 5.4 4.4

Primary fiscal balance, % of GDP 0.3 -0.4 -1.3

Source: Own elaboration.
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3.5. Debt Sustainability Analysis

For the debt sustainability analysis, we rely on the assumptions reported in Table 4 and start simulations from
2026, relying on the actual data available as of the beginning of 2026. The simulation results are presented in

Figure 7.

Under the baseline scenario, the debt-to-GDP ratio could increase by 7.5 p.p. relative to the initial level after
five years (Figure 7). The debt-stabilizing primary surplus is estimated close to 1% of GDP on average. For com-
parison, in 2016-2025 the average primary budget surplus was about 2.2% of GDP and in 2022-2025 - around
0.8% of GDP. Therefore, the debt-stabilizing primary surplus projected under the baseline scenario is realistic,

meaning the public debt trajectory can be considered sustainable.
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Figure 7. Public debt stress tests

Source: Own elaboration.

Note: year zero is the initial year (before the start of the integration process of Belarus with the EU). The public

debt estimate at the beginning of 2026 was used as the baseline.

Under the stress scenario, the debt-to-GDP ratio could increase by 17.5 p.p. relative to the initial level (Figure
7). The increase in debt appears significant, but the debt burden is still not critically high. The debt-stabilizing
primary surplus is estimated close to 1.8% of GDP on average. This is still lower compared to the long-run aver-

age, but more than two times higher than the average after the start of the war in Ukraine.

This level of surplus still cannot be considered economically unrealistic. However, in the context of a severe
recession, such a tight fiscal policy could lead to a significant deepening of the downturn and social unrest.
Therefore, the political feasibility of such a budget surplus appears questionable. Consequently, in the stress
scenario — a deep transitional economic downturn - the public debt trajectory could be considered unsustain-

able.
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3.6. Long-run Convergence and Long-Term Growth Model

As described in Section 2.6.3, the long-run convergence analysis is conducted for three scenarios. To ensure
consistency with the timeline of the LTGM, we treat the year 2028 as t=1 for all scenarios. This year corre-
sponds to the assumed initiation of EU integration and the beginning of the energy price adjustment, which
triggers the transitional recession described in the previous sections. The characteristics of the transitional re-
cession are aligned with the assumptions presented in Table 4. For the stress scenario, we apply the trajectory

of the transitional decline corresponding to the stress case in Table 4.

For the ‘EU integration: Convergence only’ and ‘EU integration: Baseline’ scenarios, we use the baseline tra-
jectory of the transitional recession from Table 4. In the ‘EU integration: Stress’ scenario, the convergence
mechanism is assumed to activate slowly and gradually. The convergence parameter B increases by 0.25
percentage points per year, starting from t=3 (2030), and reaches its maximum value of B =002 only by t=10
(2037). This assumption reflects a delayed and gradual institutional and economic adjustment process. In the
"EU integration: Convergence only" scenario, the convergence mechanism activates earlier and more rapidly.
The parameter B begins to increase in t=2 (2029) and rises by 0.5 percentage points per year, reaching its
maximum level of ﬂ = 0.025 in t=6 (2033). In the ‘EU integration: Baseline’ scenario, we assume a similar acti-
vation path for ﬂ increasing by 0.5 percentage points annually starting from t=2 (2029), but reaching a higher
maximum convergence speed of B=0.03 by t=7 (2034). The key distinguishing feature of this scenario is that
total TFP growth increases to the Polish level (0.7% annually) already from t=1 (2028). Within the specification
of Equation (9), this raises Belarus's baseline growth rate Gbaselne to a level close to that observed in Poland

(see Table 1). The underlying reasoning for this assumption is discussed in detail in Section 2.6.3.

A summary of the assumptions underlying the EU integration scenarios for Belarus is reported in Table 5.

Table 5. Assumptions for the scenarios of long-run projections

Indicator ‘EU integration: ‘EU integration: Conver- ‘EU integration:
Stress’ Scenario gence only’ Scenario Baseline’ Scenario

Gtr_r, average during t=1...5, (2028, -1.5 -0.6 -0.6

2032)

TFP growth rate, % annual average 0.1 01 0.7

B, long-run value 0.02 0.025 0.03

The year when B reaches a long-run =10 (2037) t=6 (2033) t=7 (2034)

value

Source: Own elaboration.

The results of the long-run simulations from the national perspective - that is, the projected change in GDP
per capita relative to its actual level in 2027 - are reported in Table 6. The year 2027 is used as the benchmark

representing the last pre-integration period before the modeled transition dynamics begin.
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Table 6. GDP per capita level (PPP, constant 2021 int.$)
under different scenarios, index, 2027=100

Year Scenarios
Inertial ‘EU integration: ‘EU integration: ‘EU integration:
Stress’ Scenario Convergence only’ Baseline’ Scenario
Scenario

2028 102 96 100 101

2029 104 97 101 103

2030 106 99 103 105

2040 125 126 137 150

2050 138 155 169 196

2075 187 261 285 366

2100 240 413 451 612

Table 7 presents the relative outcomes of the three EU integration scenarios compared with the inertial sce-

nario.

Table 7. GDP per capita level (PPP, constant 2021 int.$) under different
scenarios vs. inertial scenario (inertial scenario=100)

Year Scenarios
‘EU integration: Stress’ ‘EU integration: Conver- ‘EU integration: Baseline’
Scenario gence only’ Scenario Scenario

2028 94 98 99

2029 93 98 99

2030 93 98 99

2040 101 110 120

2050 12 122 142

2075 140 153 196

2100 172 188 255
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However, for a proper interpretation of long-term convergence dynamics, the international perspective is more
informative. In particular, the comparison with the selected benchmark economy (Poland, whose relevance as
a comparator is discussed in Section 2.6.3) provides a clearer picture of the potential convergence path. The

results of these simulations are presented in Figure 8.
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Figure 8. GDP per capita level (PPP, constant 2021 int.$) in Belarus
as % of Poland under different long-term scenarios

Source: Own elaboration.
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4. Discussion

4]. Value of a Multi-Model Analytical Framework

An important methodological insight emerging from this study concerns the value of combining several model-
ling frameworks when analyzing large structural shocks such as the potential EU integration of Belarus. Each of
the models used in this paper captures a different dimension of the adjustment process. The CGE framework is
well suited for analyzing structural reallocations and long-run sectoral equilibrium under new price conditions.
The QPM provides a macroeconomic stabilization perspective and allows the analysis of cyclical adjustment
dynamics around potential output. The DSGE framework highlights expectation-driven mechanisms and in-
tertemporal decision making by households and firms. Debt sustainability analysis addresses macro-financial
constraints during the transition. The LTGM captures convergence dynamics and productivity-driven develop-
ment trajectories. Considered separately, each framework would provide only a partial picture. Taken together,
however, they allow a more comprehensive understanding of the macroeconomic, structural, and financial

dimensions of the integration shock.

4.2. Post-Integration Steady State

The simulations suggest that the post-integration steady state of the Belarusian economy would likely be
somewhat weaker than the current one, but not dramatically so. According to the CGE simulations, the long-run
level of GDP would decline by approximately 2.7-3.9 percent relative to the initial steady state, depending on
the availability of external support. From a policy perspective, such losses appear moderate. They do not
suggest a macroeconomic collapse, nor do they imply a scale of disruption that would necessarily undermine
public support for the EU integration process. In addition, long-run growth simulations demonstrate that these
initial steady-state losses can be more than compensated over time by stronger productivity growth and
convergence dynamics associated with integration. This result is particularly important in the context of the
widespread narrative that the removal of Russian energy subsidies would inevitably lead to a dramatic collapse
of the Belarusian economy. The model results do not support such a view. Instead, they suggest that while the
removal of energy subsidies represents a significant structural shock, the economy appears capable of adjust-

ing to the new relative price structure.

At the same time, the relatively moderate steady-state losses should not be interpreted as guaranteed out-
comes. Although the CGE framework represents the most appropriate tool for analyzing long-run structural

adjustments, it still relies on assumptions about the ability of the economy to reallocate resources efficiently. In
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particular, the model assumes that export structures gradually adjust as resources move towards sectors that
become more competitive under the new price environment. In practice, such restructuring may be consider-

ably slower and more constrained than in the model environment.

Alternative estimates of the potential output losses associated with a breakdown of economic relations with
Russia are substantially higher. For instance, Hartwell et al. (2022) provide estimates based on a financial-pro-
gramming framework that imply much larger contractions (Scenario ‘openly hostile Russia’, especially regard-
ing current account balance). These estimates are derived using a more mechanical methodology that does
not incorporate complex structural adjustment mechanisms. However, they highlight an important risk: if labor
and capital reallocation across sectors is hindered, or if access to external markets of Belarusian exporters
becomes constrained, the realized steady-state outcome could be less favorable than the one obtained in the
CGE simulations. This risk may be particularly relevant if Russia attempts to actively obstruct the economic
reorientation of Belarus following the launch of the EU integration process. In this sense, the "openly hostile
Russia" scenario discussed in Hartwell et al. (2022) should be treated as an extreme but relevant contingency

scenario.

From a policy perspective, these risks suggest that steady-state outcomes are not purely structural and can be
influenced by policy choices. One particularly important instrument in this regard is external support. The CGE
simulations indicate that even relatively modest levels of external financial assistance can noticeably improve
the post-integration equilibrium outcome. Given the geopolitical risks associated with potential Russian reac-
tions, the level of external support assumed in the simulations should therefore be interpreted as a minimum
baseline rather than an optimal level of assistance. Additional external support may play an essential stabilizing

role during the early stages of the integration process.

4.3. Nature of the Transition Period

The estimated transition dynamics also appear relatively moderate. None of the simulated scenarios produces
an uncontrolled collapse of output despite the magnitude of the energy price shock. This finding reflects a rel-
atively high degree of macroeconomic resilience in the Belarusian economy. The main policy implication is that
the transitional downturn associated with the EU integration appears manageable. Nevertheless, preventive
policy actions aimed at mitigating transitional disruptions may still play an important role in limiting the depth
and duration of the adjustment period. At the same time, some qualitative variations between QPM and DSGE
simulations suggest that the dynamics of the transitional downturn are far from predetermined. The two mod-
elling frameworks highlight different adjustment mechanisms. In the QPM simulations, the transition is charac-
terized by a significant inflationary spike and a relatively gradual recovery path. In the DSGE framework, the
adjustment takes the form of an internal devaluation process in which declining real wages reduce firms’ pro-
duction costs and gradually restore external competitiveness. As a result, nominal variables stabilize relatively
quickly, and output recovery occurs faster, but the new steady state is associated with weaker household

purchasing power and lower investment activity. These differences indicate that the actual trajectory of the
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transition period will depend strongly on the policy environment and institutional context in which integration
takes place. Monetary and fiscal policy responses, labor market dynamics, and the credibility of economic re-

forms may all significantly influence the form and duration of the adjustment.

The simulations also highlight several mechanisms that may play an unexpectedly important role during the
transition period. One of them concerns the behavior of households and their expectations about future eco-
nomic conditions. In the DSGE framework, the stochastic discount factor, which captures households’ inter-
temporal preferences, plays a central role in shaping adjustment dynamics. A sharp deterioration in household
expectations about future economic prospects could lead to stronger consumption contraction and amplify
transitional disturbances. From this perspective, transparent communication and credible policy commitments
may become critical elements of the economic policy agenda during the early stages of integration. Another
important mechanism identified in the simulations is the risk of gradual decapitalization of the economy. During
the transition period, lower profitability and higher uncertainty may lead to reduced investment and a drift to-
ward a lower capital stock equilibrium. Such a process could create a form of capital-based development trap
that slows down the realization of long-term growth potential. Addressing this risk may require institutional
policies that facilitate the reallocation of capital from declining sectors toward more productive activities and
that raise the marginal productivity of capital in the economy. Such measures may include policies that support
technological diffusion, reduce barriers to capital reallocation, and implement modern forms of industrial policy

aimed at productivity enhancement rather than direct sectoral subsidization.

From a macro-financial perspective, the debt sustainability analysis indicates that public debt dynamics remain
manageable under the baseline transition scenario. However, under the stress scenario the debt burden be-
comes more problematic and may prolong the adjustment period. This suggests that the availability of external
financing will be an important stabilizing factor. From this perspective, access to borrowing at rates below
market rates - through concessional loans, grants, and EU support programs - might be an important policy
priority in the area of public debt management. Furthermore, a similar task will be to ensure that the European
integration process itself contributes to improving Belarus’s access to international financial markets by reduc-

ing the country risk premium and expanding access to new financing instruments.

44. Long-Run Development Trajectory

The long-run simulations demonstrate that the inertial development trajectory represents a clear path toward
relative economic impoverishment. Under this scenario, Belarus would reach the level of GDP per capita al-
ready achieved by Poland in 2025 only around 2061. Given that Poland itself continues to grow, Belarus would
experience a widening income gap relative to its regional benchmark. By the mid-2040s, the relative income
level would fall to approximately the same level observed in the mid-1990s, and new historical lows would con-

tinue to be reached thereafter.

In contrast, all EU integration scenarios fundamentally alter the long-term trajectory of the Belarusian econo-
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my. Instead of relative divergence, the economy enters a path of gradual convergence. In the baseline integra-
tion scenario, Belarus eventually reaches income parity with Poland by the end of the century. Even in more
conservative scenarios, the income gap narrows substantially over time. Importantly, the transitional downturn
does not significantly alter this long-term outcome. Even in the deliberately pessimistic stress scenario, the cu-
mulative benefits of integration begin to outweigh the transitional losses approximately eleven years after the
start of the integration process. From this perspective, the range of realistic expectations regarding integration

outcomes lies between the conservative "convergence-only" scenario and the baseline integration scenario.

A crucial factor behind the long-term convergence process is the potential activation of additional productivity
growth mechanisms. EU integration creates favorable conditions for technological diffusion, participation in in-
ternational value chains, and stronger trade-related productivity effects. However, these mechanisms are not
automatically activated by integration itself. Rather, integration creates opportunities for productivity growth,
while the actual realization of these opportunities depends on domestic institutional and policy choices. Be-
cause productivity growth plays a decisive role in determining the long-term development trajectory (which is
the distinctive feature of our ‘EU integration: baseline’ scenario), effectively transforming these opportunities

into actual productivity gains represents a central strategic challenge for the Belarusian economy.

4.5. Policy Implications and Limitations

The results of the analysis suggest that the success of the EU integration process will depend on several key
policy factors. First, the scale and effectiveness of external financial support can influence both the param-
eters of the post-integration steady state and the stability of the transition period. Second, communication
and pubilic trust will be critical, as household expectations can significantly affect adjustment dynamics. Third,
the quality of macroeconomic policy will influence the management of the transition period, including inflation
dynamics, fiscal sustainability, and financial stability. Finally, the effectiveness of institutional policies will de-
termine whether the economy is able to translate integration opportunities into sustained productivity growth

and convergence.

Several potentially important factors remain outside the scope of the present study. In particular, the experi-
ence of other Eastern European countries suggests that the early stages of EU integration may be accompa-
nied by significant outward migration. Such migration flows may influence labor supply, wage dynamics, and
long-term growth prospects. Because the economic and demographic effects of migration are complex and
multidimensional, they fall beyond the scope of the current study, which represents an important direction
for future research. In addition, the present framework does not analyze sector-specific adjustment effects.
Given the strong intersectoral linkages within the Belarusian economy, sectoral restructuring may also play
a significant role in shaping the transitional dynamics. Finally, the Belarusian economy currently hosts a sub-
stantial presence of Russian capital, particularly in the banking sector and several large industries. A potential
withdrawal of this capital could represent an additional source of downside risk and may amplify the scale of

economic losses during the transition period.
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h. Conclusions

This paper examines a complex hypothetical scenario of Belarusian EU integration and its potential macro-
economic consequences. Such a transformation unfolds through several stages and economic mechanisms.
Initially, the launch of EU integration is likely to generate a significant external shock, mainly associated with
the removal of implicit energy subsidies and the restructuring of external economic relations. This is followed
by a transition period marked by macroeconomic adjustment and sectoral reallocation. Only after these adjust-
ments can the economy reach a new post-integration steady state and subsequently enter a phase of long-
term growth driven by convergence with more advanced economies. Because no single modelling framework
can capture all these stages simultaneously, the paper adopts a multi-model analytical approach. The analysis
combines CGE, QPM, DSGE, debt sustainability analysis, and LTGM, each addressing a specific dimension of
the integration process. In this framework, outputs from some models serve as inputs for others, allowing us
to construct a coherent macroeconomic narrative of Belarus’s potential integration path and to illustrate the

analytical value of combining modelling frameworks when analyzing complex structural transformations.

The simulations suggest that the post-integration steady state of the Belarusian economy would likely be
somewhat weaker than the current one, but not dramatically so. According to the CGE simulations, the level
of potential GDP in the post-integration steady state may decline by approximately 2.7-3.9 percent relative to
the initial equilibrium, depending on the availability of external support. From a policy perspective, such losses
appear manageable and indicate that the economy is capable of adjusting to a significant relative price shock.
This finding is particularly important in the context of widespread narratives suggesting that the removal of
Russian energy subsidies would inevitably lead to a dramatic collapse of the Belarusian economy. The results

of the structural simulations do not support such a conclusion.

At the same time, the transition period following the integration shock is expected to involve non-trivial macro-
economic adjustments. However, none of the simulated scenarios produces an uncontrolled collapse of output
despite the magnitude of the energy price shock. The adjustment appears significant but contained. The exact
trajectory of the transition period will depend strongly on the policy environment and institutional context in
which integration takes place. The simulations highlight several mechanisms that may amplify transitional dis-
turbances if left unaddressed. In particular, adverse shifts in household expectations may propagate the shock
through consumption and investment dynamics, while reduced profitability and uncertainty may create a risk
of gradual decapitalization through weakened investment incentives. From a macro-financial perspective, debt
sustainability analysis indicates that public debt dynamics remain manageable under the baseline transition
scenario, although under more adverse conditions the debt burden may become more problematic and prolong

the adjustment period.

The long-term simulations provide an important strategic perspective. Under the inertial development scenario,
Belarus faces a trajectory of gradual relative economic impoverishment. In this case, the country would reach

the level of GDP per capita already achieved by Poland in 2025 only around 2061, while the income gap with
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Poland would continue to widen. By contrast, all EU integration scenarios fundamentally alter the long-term
development path of the Belarusian economy. Even under relatively conservative assumptions, integration
shifts the economy from a trajectory of relative divergence to one of gradual convergence with more advanced
economies. Importantly, the transitional downturn does not significantly alter this long-term outcome: even
under the deliberately pessimistic stress scenario, the cumulative benefits of integration begin to outweigh the
transitional losses within roughly a decade after the start of the integration process. A crucial determinant of
long-term outcomes is the potential activation of additional productivity growth mechanisms. EU integration
creates favorable conditions for technological diffusion, deeper participation in international value chains, and
stronger trade-related productivity effects. However, these mechanisms are not automatically activated by
integration itself. Rather, integration creates opportunities for productivity growth, while the actual realization
of these opportunities depends on domestic institutional capacity and economic policy choices. In the favor-
able scenario where such productivity gains materialize, Belarus may eventually close the income gap with its

regional benchmark, Poland. In less optimistic scenarios, convergence still occurs but proceeds more gradually.

The results also highlight several policy factors that will play a decisive role in shaping the integration trajecto-
ry. These include the scale and effectiveness of external financial support; effective communication and public
trust; the quality of macroeconomic policy during the transition period; and the effectiveness of institutional

reforms aimed at strengthening productivity growth and facilitating resource reallocation across sectors.
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The Path of EU Integration
for Belarus
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Abstract

This paper develops a structured framework for Belarus’s potential path toward European Union integration
under conditions of deep structural and institutional constraints. Unlike typical enlargement cases, Belarus fac-
es a dual transition challenge: it must simultaneously undertake internal institutional transformation and exter-
nal disengagement from Russia-led integration frameworks, including the EAEU and the Union State. Building
on comparative evidence from Ukraine, Moldova, and Armenia, the paper proposes a continuous, stage-based
integration pathway. This framework combines an initial transition phase anchored in a CEPA-type arrange-
ment, a core convergence phase based on the implementation of an Association Agreement and DCFTA, and
a final stage of formal accession negotiations. The analysis emphasizes that successful integration requires
early institutional anchoring, a clearly defined long-term trajectory, and careful synchronization of reforms
with exit procedures from existing Russia-centered integration frameworks. The paper also provides an indic-
ative timeline, suggesting that, under favorable political and institutional conditions, full integration could be
achieved within a 10-15 year horizon. A central insight is that EU integration for Belarus represents a case of
“integration under constraints,” where forward convergence to EU standards must be combined with back-
ward institutional disentanglement. In this context, the Belarusian case illustrates how accession pathways can
be operationalized in structurally constrained environments while remaining consistent with the formal logic of

EU enlargement.

JEL codes: F15, 052, P21, P27, P29
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1. Introduction

From today’s perspective, Belarusian accession to the European Union (EU) remains primarily a political dream
scenario rather than an immediate policy task. Nevertheless, analyzing such a trajectory has substantial ana-
lytical value, including making this policy option more analytically tractable and therefore more realistic. In Kruk
& Karaitis (2026), we demonstrate that EU integration constitutes a coherent and economically meaningful
regime shift for Belarus. That study provides a structured assessment of the macroeconomic rationale for in-
tegration and evaluates its potential consequences across different stages, including the transition period, the
post-integration steady state, and long-run convergence dynamics. However, once the economic desirability
of integration is established, a more operational question emerges: how can such a transformation be imple-

mented in practice?

This question defines the central focus of the present paper. While the economic logic of integration can be ar-
ticulated within standard frameworks of trade, institutional convergence, and long-run growth, translating this
logic into a feasible policy pathway is substantially more complex. It requires moving from a desired outcome to
a sequence of procedures, institutional adjustments, and political-economic decisions that are consistent with
both domestic constraints and the formal requirements of the EU accession process. In this sense, the problem

of European integration is not only analytical but also procedural and strategic.

The logic and practice of EU enlargement itself are far from uniform. Over time, the process has evolved along-
side changes in the depth of European integration, the expansion of the acquis communautaire, and shifts in
the political environment within the EU. Early waves of enlargement were characterized by relatively limited
institutional requirements. The 2004 “big bang” enlargement marked a turning point, involving a large group
of Central and Eastern European countries and a significantly expanded regulatory framework. Subsequent
enlargements, including Croatia’s accession in 2013, took place under stricter conditionality and more demand-
ing institutional criteria. In recent years, enlargement policy has become increasingly politicized, with greater
emphasis on rule-of-law conditions, institutional resilience, and geopolitical considerations. As a result, past
accession experiences, while informative, are only partially applicable to current candidates. The institutional
content of the acquis has deepened, the sequencing of reforms has become more complex, and the political
economy of enlargement has changed substantially. Therefore, historical cases should not be treated as di-
rectly replicable templates, but rather as sources of partial lessons that need to be reinterpreted in the context

of contemporary conditions.

At present, the most relevant empirical references are the ongoing integration processes of Ukraine and Mol-
dova, as well as the Western Balkan countries. These cases reflect different integration logics and speeds,
ranging from accelerated, geopolitically driven candidacy to more gradual and protracted accession paths. For
Belarus, Ukraine and Moldova are particularly informative due to geographical proximity and partially compara-

ble initial conditions. Importantly, these cases are unfolding in real time, allowing for the observation of emerg-
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ing constraints, policy trade-offs, and institutional bottlenecks that were less visible in earlier enlargement epi-
sodes. In addition, the case of Armenia provides an example of partial and hybrid integration under constraints
imposed by membership in the Eurasian Economic Union (EAEU), illustrating that limited forms of alignment with

the EU may be feasible even in the presence of conflicting integration commitments.

Despite these reference points, the Belarusian case remains structurally distinct. Unlike most EU candidates,
Belarus has been deeply embedded for a prolonged period in alternative integration frameworks led by Russia,
including the EAEU and the Union State. These arrangements have shaped tariff policies, technical regulations,
energy pricing mechanisms, and broader institutional configurations. As a result, EU integration for Belarus
would not represent a marginal adjustment or continuation of an existing trajectory, but rather a fundamental
reorientation - a shift between competing integration regimes. This implies not only the need for alignment with

EU standards, but also the necessity of disengagement from existing institutional commitments.

This dual constraint fundamentally differentiates Belarus from other accession cases. First, the country faces
institutional lock-in effects associated with its participation in Russia-centered integration frameworks. Sec-
ond, a transition toward the EU is likely to encounter political and economic resistance, including potential
barriers to exiting existing agreements and disruptions in established economic linkages. Third, the domestic
economic model, which is characterized by a significant role of state-owned enterprises, administrative inter-
ventions, and elements of dirigisme, implies a relatively large gap between current institutional arrangements
and EU standards. Taken together, these factors suggest that Belarus represents a case of constrained or

"reversal" integration, where accession requires both forward alignment and backward disentanglement.

This paper aims to develop strategic contours of a feasible pathway for Belarusian EU integration under these
constraints. The central research question can be formulated as follows: how can Belarus, given its structural,
institutional, and geopolitical constraints, enter and successfully navigate the process of European integration?
This question extends beyond the Belarusian case and has broader analytical relevance. In this context, Be-
larus can serve as a particularly illustrative and informative case of how EU accession may be operationalized

under conditions of deep structural and institutional constraints.

Addressing this question requires combining two analytical dimensions. On the one hand, it is necessary to
assess the internal constraints that may hinder integration, including economic structure, institutional capacity,
and existing external commitments. On the other hand, it is essential to map these constraints onto the formal
and informal mechanisms of EU accession, ensuring that the proposed pathway remains consistent with the
procedural logic of enlargement. To answer this question, the paper proceeds in several steps. First, we assess
the current distance between Belarus and EU standards, providing a benchmark for the scale of required trans-
formation. Second, we analyze relevant international cases: primarily Ukraine, Moldova, and Armenia. From
their experience, we aim at extracting policy-relevant lessons regarding sequencing, institutional adaptation,
and constraint management. Third, we examine the implications of Belarus’s membership in the EAEU and the
Union State, with a particular focus on identifying possible avenues for reconciling these commitments with
elements of European integration. Finally, based on the synthesis of these analytical components, we propose
a set of strategic principles for Belarus’s integration pathway and outline an indicative timeline for its imple-

mentation.
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A particular emphasis in the analysis is placed on the energy sector, which emerges as a critical transmission
channel in the integration process. The Belarusian economy has historically benefited from preferential energy
pricing arrangements, and the transition toward EU-compatible market conditions implies a substantial struc-
tural adjustment. Given the strong intersectoral linkages of energy with the rest of the economy, developments
in this sector have the potential to amplify both transitional shocks and long-term adjustment dynamics. For
this reason, the energy sector serves as a focal point for illustrating how the general logic of EU integration

interacts with sector-specific constraints and reform requirements.

The remainder of the paper is structured as follows. Section 2 assesses Belarus’s current distance from EU
standards, providing a benchmark for the scale and nature of the required transformation. Section 3 analyzes
relevant international cases—primarily Ukraine, Moldova, and Armenia—in order to extract lessons for sequenc-
ing and institutional design of the integration process. Section 4 develops the strategic logic of Belarus’s EU
integration pathway, including key constraints related to EAEU and Union State membership, and proposes an
indicative timeline for implementation. Section 5 focuses on the energy sector as a critical and highly sensitive
domain, illustrating how the general logic of EU integration interacts with sector-specific constraints, risks, and

reform requirements. Section 6 concludes.
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2. The Starting Point for Belarus:
Compliance with European Standards

21. EU Enlargement: Formal Procedure

European integration is grounded in a formally open-access principle: any European State may apply for mem-
bership, provided it respects the Union’s foundational values. This principle is codified in Article 49 of the
Treaty on European Union (TEU), which links eligibility to compliance with the values set out in Article 2 TEU,
including democracy, the rule of law, and respect for human rights (European Union, 2012a, 2012b). In practice,
these broad legal provisions are operationalized through the Copenhagen criteria (1993), which define three
overarching conditions for accession: (i) stable institutions guaranteeing democracy, the rule of law, and fun-
damental rights; (i) a functioning market economy capable of withstanding competitive pressures within the

EU; and (jii) the ability to assume the obligations of membership.

The accession procedure follows a structured and conditional sequence, although in practice some stages
(such as screening and negotiations) may partially overlap. From a legal perspective, the procedure starts with

an application submitted by a country seeking to become an EU member and includes the following steps:
1. Submission of application by the country

European Commission opinion

Decision of the EU regarding the granting of candidate status

Opening of accession negotiations

Acceptance of the negotiation framework (by the candidate)

® g A W N

Negotiations

* Screening

* Negotiating positions

+ Conclusion of negotiations

7. European Commission opinion on readiness
8. EU decision on admission

9. Signing and ratification of the Accession Treaty

The application is submitted to the Council of the European Union, which informs the European Parliament
and national parliaments. Article 49 TEU also explicitly states that the conditions of eligibility agreed upon

by the European Council must be taken into account. The European Commission prepares an Opinion (Avis)
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assessing the applicant country’s readiness to proceed. On the basis of this assessment, the Member States
decide whether to grant candidate status. Once the necessary conditions are deemed to be met, the Council
unanimously agrees to open accession negotiations. The country then undergoes a comprehensive screening
process conducted by the European Commission to assess alignment with EU law. Negotiations are then con-
ducted chapter by chapter of the acquis communautaire, although the opening and closing of chapters do not
necessarily follow a strictly linear sequence, covering the full scope of EU policy domains. For each chapter,
progress requires not only legislative alignment but also credible administrative and institutional capacity for
implementation and enforcement. Transitional arrangements may be granted in limited cases, but are subject to
strict conditions and time limits. Chapters can be provisionally closed only once sufficient alignment is demon-
strated, and the process culminates in the signing and ratification of an Accession Treaty by all member states.
Throughout the process, progress is strictly conditional and reversible, reflecting the EU’s emphasis on credible

and sustained reform.

After all chapters are provisionally closed and negotiations are concluded, the Commission provides an assess-
ment of the country’s readiness for membership. This leads to a unanimous decision by the Member States
to admit the new member, subject to the consent of the European Parliament. Finally, an Accession Treaty is
signed and ratified by all Member States and the acceding country. The formal logic of accession thus com-
bines treaty-based provisions (Article 49 TEU), substantive eligibility criteria (Copenhagen criteria), and an

institutionalized negotiation process coordinated by the Commission and governed by the Member States.

2.2. EU Enlargement: De Facto Procedure

While the framework described above accurately reflects the formal, legally codified stages of accession, it
does not fully capture the broader political and institutional dynamics of EU enlargement. In practice, the ac-
cession process rarely begins in a substantive sense with the submission of a formal application. Rather, the
application typically marks the transition to a visible and legally structured phase of a process that has already
been unfolding over a longer period. This earlier phase can be described as the pre-accession phase, which,
although not codified in a single legal instrument, plays a critical role in shaping the feasibility and trajectory

of accession.

Substantively, this preparatory stage encompasses at least two interrelated dimensions. The first is alignment
and coordination with the European Union. This involves the establishment of a stable political dialogue, the
development of a shared understanding of the prospective integration path, and an implicit assessment by EU
institutions and Member States of the country’s readiness to move forward. Although Article 49 TEU does not
formally require prior approval before submitting an application, in practice countries rarely apply without pri-
or signaling and engagement with the EU, given that subsequent decisions depend on unanimous agreement
among Member States and on the Commission’s assessment. The second dimension is domestic preparation.

This includes the initial alignment of national legislation with EU law, strengthening of administrative and reg-
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ulatory capacity, institutional reforms, and the development of mechanisms necessary for the implementation
and enforcement of the acquis. It is at this stage that many of the most complex and resource-intensive trans-
formations are undertaken. Without sufficient progress in this preparatory phase, the formal stages of the
accession process - ranging from the Commission’s Opinion to negotiations across acquis chapters - are likely

to be delayed, constrained, or rendered politically unviable.

From an analytical perspective, it is therefore essential to distinguish between the formal and de facto logics
of accession. The formal framework begins with the submission of an application and proceeds through can-
didate status, screening, negotiations, and ultimately accession. In contrast, the de facto process often begins
earlier, with political alignment and institutional preparation preceding the formal application. The summary of

the de facto procedure can be presented as follows:

1. Preparation phase (pre-accession)
+ Institutional reforms
+ Initial integration of the acquis at the national level
Submission of application
Screening and negotiations
* Screening procedures
+ Implementation of the acquis Communautaire
* Negotiations

4. Accession

Depending on the model of integration, this pre-accession phase may involve substantial structural reforms,
including strengthening the rule of law, reforming public administration, establishing independent regulatory
institutions, and initiating sectoral harmonization. These transformations are frequently decisive for the overall
success of the accession process, as they determine the country’s capacity to navigate and complete the for-
mal stages. In this sense, the formal procedure provides the legal architecture of accession, while the pre-ac-

cession phase underpins its practical feasibility.

2.3. The Role of Acquis Communautaire

The acquis communautaire constitutes the operational core of European standards and serves as the bench-
mark to be implemented by the candidate country. The acquis encompasses the full set of rights and obliga-
tions binding on EU member states, including primary law (the TEU and the Treaty on the Functioning of the
European Union), secondary legislation (regulations, directives, and decisions), the jurisprudence of the Court
of Justice of the European Union, and a broad range of policy frameworks governing the internal market,
competition, energy, environment, and public administration. In this sense, the acquis can be understood as a
detailed specification and institutionalization of the Copenhagen criteria, translating high-level principles into

concrete legal, regulatory, and administrative requirements.
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Operationally, the acquis is divided into 35 negotiating chapters (Chapters of the Acquis - Enlargement and
Eastern Neighborhood, 2012), each corresponding to a specific policy domain, such as free movement of goods,
competition policy, energy, taxation, or judiciary and fundamental rights. These chapters can be interpreted
in a simplified manner as reflecting six thematic clusters used in the EU accession framework (European Com-
mission, 2025): (i) Fundamentals (including judiciary and fundamental rights, justice, public administration, and
financial control); (i) Internal Market (free movement of goods, services, capital, company law, competition,
financial services, consumer protection); (iii) Competitiveness and Inclusive Growth (taxation, economic and
monetary policy, social policy, enterprise and industrial policy, digital transformation); (iv) Green Agenda and
Sustainable Connectivity (transport, energy, trans-European networks, environment and climate); (v) Resourc-
es, Agriculture and Cohesion (agriculture, rural development, food safety, fisheries, regional policy, budgetary
provisions); and (vi) External Relations (trade policy, foreign, security and defence policy). This structure oper-
ationalizes the Copenhagen criteria by linking (a) economic convergence to internal market and competitive-
ness clusters, (b) institutional and rule-of-law requirements to the fundamentals cluster, and (c) sectoral and
policy alignment to thematic clusters covering sustainability, connectivity, and external relations. This grouping
highlights that the acquis is not a fragmented checklist, but a coherent system translating high-level accession
criteria into operational policy domains. The accession process is therefore effectively structured as a process
of progressive alignment with the acquis across these domains. Screening exercises identify gaps between
national legislation and EU requirements, while negotiations define the pathways, timelines, and institutional

changes needed to close these gaps.

A critical feature of this framework is that compliance with European standards extends well beyond formal
legal transposition. The EU places strong emphasis on effective implementation and enforcement, reflecting
lessons from previous enlargements, particularly in Central and Eastern Europe. In these cases, successful
integration depended on deep structural reforms, including the establishment of independent regulatory insti-

tutions, credible competition policy frameworks, and functioning market mechanisms.

Economic evidence from past enlargement rounds indicates that the benefits of EU accession—such as in-
creased investment, productivity growth, and income convergence—are closely linked to the depth and cred-
ibility of institutional reforms undertaken prior to membership. In this sense, the acquis operates not only as a
legal framework, but also as a mechanism of economic convergence, shaping incentives, reducing uncertainty,

and anchoring expectations (IMF, 2024; World Economic Forum, 2024).

At the same time, the accession process is inherently asymmetric. Candidate countries are required to ful-
ly adopt the acquis without participating in its design prior to accession. This creates strong incentives for
front-loaded reforms but also implies significant administrative, political, and economic costs. The experience
of previous enlargements suggests that the speed and sustainability of convergence critically depend on state

capacity, policy coherence, and the ability to manage distributional consequences of reform.

Thus, European standards should be understood not as a static regulatory checklist, but as a comprehensive
framework for institutional and economic transformation. Their role in the accession process is both proce-
dural—structuring negotiations and conditionality—and substantive, defining the trajectory of convergence

toward the EU’s economic and governance model.
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24. Belarus: Measuring the Distance from the European
Standards

241. EaP Index as the Tool for Measurement

A direct and comprehensive assessment of a country’s proximity to the EU acquis is inherently complex and
resource-intensive. In practice, such an evaluation requires a systematic, chapter-by-chapter screening of
national legislation against the evolving body of EU law. This process is typically conducted within the formal
accession framework by the European Commission or through detailed national pre-screening exercises. It
entails not only identifying formal legal alignment, but also assessing institutional capacity, enforcement mech-
anisms, and practical implementation. As a result, a full-fledged measurement of convergence with the acquis

is less an analytical exercise and more a procedural undertaking embedded in the accession process itself.

At the same time, there is no single comprehensive and universally accepted methodology that would allow for
an exhaustive, comparable, and static measurement of acquis alignment outside this procedural context. This
reflects both the breadth and the dynamic nature of the acquis. On the one hand, EU law is continuously evolv-
ing, with new directives, regulations, and jurisprudence regularly updating the scope of required alignment. On
the other hand, domestic legal systems are also in flux, particularly in transition economies, where reforms may
be partial, uneven, or subject to reversal. Moreover, formal legal approximation does not necessarily translate
into effective implementation, creating a persistent gap between de jure alignment and de facto outcomes.
These factors collectively limit the feasibility of constructing a fully standardized and comparable metric of

acquis convergence across countries and over time.

Against this background, the Eastern Partnership (EaP) Index (Eastern Partnership Civil Society Forum, 2025a)
provides a practical and analytically grounded framework for assessing countries’ proximity to European stan-
dards in a comparative and tractable manner. The index was specifically designed to address the need for a
structured, cross-country evaluation of reform progress among the EU’s Eastern partners, without requiring
the full procedural depth of formal accession screening. Its core objective is to approximate the degree of
alignment with EU norms and practices by combining a broad set of indicators that capture both formal policy

convergence and elements of implementation.

Conceptually, the EaP Index operates as an intermediate analytical tool between high-level qualitative assess-
ments and full legal-institutional screening. It translates the multidimensional nature of European integration
into a set of comparable metrics, allowing countries to be benchmarked both across peers and over time. This
longitudinal and cross-sectional comparability is a key feature of the index, enabling the identification of reform

trajectories, stagnation periods, and divergence patterns since its initial implementation in 2011.

Importantly, the index is not intended to replicate the acquis-based negotiation framework; however, it remains
closely linked to the acquis and is grounded in its underlying logic of policy alignment and institutional conver-

gence. Rather, it serves as a diagnostic instrument, highlighting areas of relative strength and weakness across
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key domains relevant for EU integration. In doing so, it provides a structured entry point for policy analysis,
helping to identify priority reform areas and systemic bottlenecks. For countries without an active accession
track - such as Belarus - this type of tool is particularly valuable, as it allows for an evidence-based assess-

ment of alignment with European standards in the absence of formal screening procedures.

Over time, the EaP Index has evolved to reflect both changes in EU policy priorities and lessons learned from
previous rounds of measurement. While its core architecture has remained stable, successive iterations have
refined indicators, expanded coverage, and improved the balance between de jure and de facto dimensions
of convergence. As such, the index represents a cumulative effort to operationalize the concept of European

integration readiness in a way that is both methodologically robust and practically applicable.

Methodologically, the EaP Index is constructed as a composite indicator combining both quantitative and qual-
itative inputs (Eastern Partnership Civil Society Forum, 2025b). Its empirical foundation rests on a large-scale
expert survey complemented by systematic desk research, drawing on national legislation, official statistics,
and international data sources. The 2025 edition, for example, is based on a detailed questionnaire comprising
several hundred individual indicators, completed by country experts from the civil society sector, whose as-
sessments are subsequently validated through peer review and cross-country comparison. This approach al-
lows the index to capture not only formal legal developments but also the practical realities of implementation,

including informal constraints and institutional performance gaps.

The structure of the index reflects a hierarchical conceptual framework. At the highest level, it aggregates per-
formance across three core dimensions: democracy, good governance and the rule of law; policy convergence
with the European Union; and sustainable development. Each of these dimensions is further disaggregated into
thematic sub-indicators, which are scored on a standardized scale and aggregated using consistent weighting
rules. For the purposes of this study, particular attention is paid to the second dimension—Policy Convergence
with the European Union—as it most directly captures the extent of alignment with EU economic and regulatory
standards. Within this dimension, three sub-components are of primary relevance: (2.1) Market Economy and
DCFTA, which reflects the functioning of market institutions, competition policy, and trade integration; (2.3)
Energy Policy, which captures regulatory convergence and structural reforms in the energy sector; and (2.4)
Environment and Climate Policy, which reflects alignment with EU environmental acquis and climate-related
commitments. These areas collectively provide a focused lens for assessing the structural and sectoral dimen-
sions of convergence most pertinent to the Belarusian case. This design ensures internal coherence while pre-
serving sufficient granularity to identify specific areas of progress or stagnation. In the construction of the in-
dex, benchmark values (typically normalized to 1) are generally derived from the corresponding performance of
Lithuania. This choice reflects both substantive and methodological considerations. On the one hand, Lithuania,
as a fully integrated EU member state, represents compliance with the acquis and thus provides a meaningful
reference point for convergence. On the other hand, as a relatively recent member state and a former Soviet
economy, it offers a degree of structural comparability with Eastern Partnership countries. Consequently, the
distance of a given country’s score from the benchmark value of 1 can be interpreted as the distance from

EU-consistent outcomes along a specific indicator.

Importantly, the methodology explicitly accounts for the distinction between de jure and de facto conver-
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gence. By combining factual indicators with expert-based qualitative assessments, the index is able to capture
discrepancies between formal legislative alignment and actual enforcement outcomes. While this approach
inevitably introduces some degree of subjectivity, it is widely regarded as a necessary trade-off in the analysis
of complex institutional transformations, particularly in transition contexts where purely quantitative metrics

often fail to reflect underlying realities.

24.2. EaP Index for Belarus: Data and Facts

In 2025 EaP Index, Belarus is ranked among the lowest-performing countries in the Eastern Partnership region,
forming a distinct group of laggards together with Azerbaijan. Its overall index score remains significantly be-
low that of the leading countries - Moldova, Ukraine, Georgia, and Armenia - indicating a structural gap in terms
of integration towards the EU standards (see Figure 1a). This divergence is not marginal: rather, it reflects a
persistent and systemic distance from EU-oriented reform paths, as captured by the composite nature of the

index.

Armenia @ Azerbaljan @ Belarus @ Georgla @ Moldova @ Ukraine
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Moldova 0,70 0,700,70
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1. Democracy, Good Governance & Rule Of Law 2. Policy Convergence with the EU

1a). Aggregate Index 1b). Main Index Components

Figure 1. EaP Index-2025 and Its Components

Source: Eastern Partnership Civil Society Forum (2025a).

Importantly, this position of Belarus cannot be explained solely by weaknesses in the domain of democracy,
governance, and the rule of law, although these remain substantial. The decomposition of the index into its
main components (see Figure 1b) shows that Belarus also underperforms in the dimension of policy conver-
gence with the European Union. This is a critical observation, as it points to deficiencies not only in political
and institutional fundamentals, but also in the alignment of economic, regulatory, and sectoral policies with
EU standards. In other words, the gap is not confined to “fundamentals,” but extends to the core areas of ac-

quis-related convergence, suggesting a broader pattern of institutional and policy divergence.
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The dynamics of Belarus’s performance in the EaP Index over time reveal a persistent pattern of structural
lagging combined with episodic, yet ultimately limited, improvements (see Figure 2). Throughout the entire
observation period, Belarus remains among the lowest-performing countries, forming a distinct cluster with
Azerbaijan and consistently trailing behind the group of more advanced reformers such as Moldova, Ukraine,
and Georgia. This positioning reflects not merely cyclical fluctuations, but a stable divergence in the underlying

model of economic and institutional development.

A period of partial and selective improvement can be identified in 2016-2019. During these years, Belarus
demonstrated some progress in specific elements of market regulation, including aspects of competition policy,
financial sector regulation, and selected areas of sectoral cooperation. In particular, earlier reforms and regula-
tory adjustments, such as the gradual implementation of international banking standards and preparatory work
on competition policy frameworks, contributed to a relative strengthening of formal indicators. However, these
improvements were fragmented and did not amount to a systemic transformation of the economic model. Even
at that stage, maintaining the existing institutional setup often represented the most tangible outcome, rather

than a consistent forward movement toward EU standards.
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Figure 2. The Dynamics of Economic Component of EaP Index

Note: Due to multiple revisions of the EaP Index methodology over time, the reported values for the economic component
of the Index, are not fully comparable across years. Nevertheless, they provide a sufficiently consistent basis to
approximate the direction and relative magnitude of changes over time, allowing for a cautious interpretation of temporal
dynamics.

Source: Own computations based on EaP-Index.

Crucially, even during this comparatively favorable period, Belarus exhibited persistent structural gaps in key

domains of policy convergence. Trade policy remained one of the most significant areas of divergence. The
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country showed limited progress in aligning with EU frameworks in areas such as technical barriers to trade
(TBT), sanitary and phytosanitary measures (SPS), and customs procedures. This was closely associated with
Belarus’s increasing reliance on the EAEU as the primary regulatory benchmark. While certain EAEU norms are
partially based on international or even European standards, the overall institutional logic, governance mech-
anisms, and trajectory of convergence differ substantially from those embedded in the EU acquis. Similarly,
the domain of competition and state aid represents a long-standing weakness. Despite the existence of formal
legislation, the practical framework is characterized by a high degree of state intervention, the dominance of
state-owned enterprises, and the absence of an independent authority responsible for enforcing competition
policy. Over time, the role of the state has expanded further, with growing reliance on direct and indirect sup-
port mechanisms for SOEs, including directed lending, tax arrears, and other quasi-fiscal instruments. These
practices undermine competitive neutrality and limit the development of a market-based environment. Other
areas of persistent divergence include energy policy and sectoral regulation more broadly, where the absence
of EU-type liberalization logic and regulatory independence constrains convergence. In parallel, domains re-
lated to governance, justice, and institutional accountability reflect a structurally different model, which is not

only weakly aligned with EU standards but, in many respects, incompatible with them.

An important analytical insight emerging from the data is that Belarus’s trajectory should not be interpreted
solely as slow convergence. Rather, it increasingly reflects movement along an alternative regulatory path.
In many domains, policy development has been oriented not toward approximation with the EU acquis, but
toward alignment with the regulatory and institutional frameworks of the EAEU and Russia. This is particularly
evident in trade policy, technical regulation, and elements of sectoral governance. As a result, the gap with EU
standards is not only maintained, but in some areas structurally reinforced. Another defining feature of Belar-
us’s trajectory is the growing divergence between de jure and de facto convergence. While certain elements of
legislation formally incorporate international norms, their implementation is often partial, inconsistent, or over-
ridden by administrative practices. This creates a widening gap between formal compliance and actual policy
outcomes, particularly in areas such as competition policy, state aid, and regulatory enforcement. The period
2020-2022 marks a clear turning point in this trajectory. The termination of earlier reform initiatives, most no-
tably the suspension of the competition development measures, combined with the expansion of state inter-
vention and support for state-owned enterprises, signaled a shift away from even limited convergence efforts.
The broader political and economic environment, including the impact of sanctions and increasing international
isolation, further reinforced these trends. As a result, the dynamics of convergence with EU standards not only

stalled, but reversed in a number of domains.

In the subsequent period (2022-2025), these tendencies became institutionalized. The economic model evolved
toward a more centralized and dirigiste system, characterized by the growing role of the state in resource al-
location, investment decisions, and sectoral coordination. Policy adjustments during this period were largely
driven by the need to stabilize the economy under sanctions, rather than to advance structural reforms. Insti-
tutional changes that did occur were either incremental or driven by obligations within the EAEU framework,
rather than domestic reform agendas. At the same time, integration with Russia and within the Union State and
EAEU frameworks deepened significantly. What had previously been a gradual drift became a dominant struc-
tural feature of the Belarusian economic model. Integration shifted from a programmatic and declarative stage

toward the establishment of functioning institutional mechanisms, including joint industrial projects, financial
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arrangements, and technological cooperation. This process was selective - concentrated in priority sectors
such as industry and technology - but increasingly systemic in its implications. In parallel, the growing role
of security considerations further reshaped economic policy choices, reinforcing dependence and reducing

policy autonomy.

A complementary way to interpret these dynamics is through the lens of cumulative progress and the remain-
ing distance to the benchmark. Over the full observation period, Belarus has closed only a limited portion of the
gap toward the reference level, with progress significantly lagging behind most peer countries. At the same
time, the remaining distance to the benchmark remains substantial, indicating that the country still faces one
of the largest convergence gaps in the region. This combination of modest cumulative gains and a persistently
wide gap underscores the structural nature of Belarus’s divergence from EU-oriented development trajecto-
ries. Taken together, these developments suggest that Belarus’s trajectory can be characterized not simply as
delayed convergence, but as a transition from lagging to structural divergence. The evolution of its institutional
and policy framework increasingly reflects a process of lock-in within an alternative regulatory system, making

future convergence with EU standards more complex and path-dependent.

The disaggregated structure of the EaP Index-2025 provides a more granular view of Belarus’s current posi-
tion, allowing one to identify not only the overall gap, but also its specific sources (see Table 1). Consistent with
the broader structural dynamics outlined above, the most pronounced areas of underperformance are concen-

trated in trade policy, energy (particularly its institutional setup), and the domains of competition and state aid.

Table 1. EaP-Index 2025: Detailed Scores

ARM AZE BLR GEO MDA UKR MV* BMV**
2.1 Market Economy [score] 0.76 0.54 0.36 0.78 0.75 0.78 0.72 -0.36
2.1.1 Market economy and DCFTA 0.80 0.67 0.39 0.76 0.79 0.76 0.76 -0.37
2.1.1.1 Competition policy and state 0.93 0.65 0.40 0.69 0.76 0.88 0.78 -0.38
aid
2.1.1.2 Private property 0.82 0.67 0.34 0.89 0.70 0.62 0.74 -0.40
2.1.1.3 Intellectual property rights 0.65 0.69 0.42 0.69 0.90 0.77 0.74 -0.32
(IPRs)
2.1.2 Trade policy convergence 0.7 0.48 0.26 0.76 0.62 0.86 0.69 -0.43
2.1.2.1 Technical Barriers to Trade 0.70 0.45 0.10 0.88 0.70 0.83 0.7 -0.61
(TBT)
2.1.2.2 Sanitary and phytosanitary 0.7 0.48 0.42 0.60 0.65 112 0.7 -0.29
measures
2.1.2.3 Customs and trade facili- 0.7 0.51 0.26 0.79 0.52 0.64 0.63 -0.37
tation
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2.1.3 Sectoral cooperation 0.78 0.47 0.43 0.82 0.84 0.72 0.73 -0.30

2.1.3.1 Financial services and 0.55 0.49 0.49 0.91 0.82 0.80 o -0.22
movement of capital

2.1.3.2 Digital Services 1.00 0.45 0.36 0.73 0.86 0.64 0.74 -0.38
2.3 Energy Policy 0.58 0.74 0.51 0.65 0.73 0.64 0.67 -0.16
2.3.1 Institutional framework of 0.39 0.61 0.49 0.66 0.57 0.54 -0.46

energy market

2.3.1.1 Independent energy regu- 0.67 0.50 0.83 0.67 0.50 0.63 -0.63
lators

2.3.1.2 Energy market competitive- 0.50 0.33 0.63 0.63 0.38 0.49 -0.49
ness

2.3.1.3 Energy distribution and 0.00 1.00 0.00 0.67 0.83 0.50 -0.25
connections

2.3.2 Energy Security 0.63 1.00 0.75 0.75 0.75 0.75 0.78 -0.03
2.3.3 Renewable Energy 0.61 0.81 0.45 0.79 0.69 0.65 0.71 -0.26
2.3.4 Energy efficiency 0.67 0.54 0.76 0.57 0.82 0.60 0.64 0.12
2.4 Environment and climate 0.55 0.54 0.46 0.57 0.57 0.51 0.55 -0.09
policy

2.4.1 Environmental policy 0.37 0.57 0.41 0.47 0.63 0.59 0.53 -0.12
2.4.1.1 Comprehensiveness of 0.00 0.06 0.06 0.81 0.50 0.29 -0.23

strategy documentation

2.4.1.2 Adoption by parliament/ 0.60 0.70 0.70 0.60 0.90 0.30 0.62 0.08
government of sectoral environ-
mental strategies

2.4.2 Climate Change 0.73 0.50 0.50 0.67 0.50 0.42 0.56 -0.06

Note: Cells are color-coded according to performance thresholds: red (score below 0.3), orange (0.3-0.5), yellow (0.5-
0.7), and green (above 0.7), reflecting increasing levels of alignment with EU standards.

* The column ‘MV’ represents the mean value across 5 EaP countries excluding Belarus; ** - the column ‘BMV’ indicates
the deviation of Belarus’s score from the 5-country average benchmark.

Source Eastern Partnership Civil Society Forum (2025a), own calculations.

A closer look at the underlying indicators helps to specify the sources of these weak scores. In trade policy,
the sharpest gaps are concentrated in TBT, where Belarus scores particularly poorly due to the absence of
affiliation with key European standardization bodies, the lack of direct harmonization with EU product safety

and market surveillance legislation, and the fact that only a very small share of technical regulations is based
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on EU rules. In customs and trade facilitation, the country retains electronic procedures and selected modern
instruments, but remains outside the WTO Trade Facilitation Agreement, the Common Transit framework, and
EU-compatible customs arrangements. In competition and state aid, the weakness stems not from the absence
of any legal basis, but from the lack of an independent competition authority, the absence of a transparent
state aid register, and the proliferation of opaque support mechanisms for SOEs. In energy, the institutional gap
is even more explicit: Belarus scores near zero on independent regulation and market competition, reflecting
the continued dominance of vertically controlled and administratively managed arrangements. These examples
show that the weakest domains are underpinned not by isolated technical omissions, but by broader institu-

tional choices.

In the area of trade policy convergence, Belarus exhibits the deepest and most systematic gaps. However,
these weaknesses are not primarily the result of administrative incapacity, but rather reflect the country’s
integration within an alternative regulatory framework, namely, the EAEU. In practice, technical regulations,
conformity assessment procedures, and customs rules are largely aligned with EAEU norms, which only par-
tially overlap with EU standards and differ in their institutional logic and enforcement mechanisms. As a result,
Belarus’s low scores in this domain largely capture a misalignment of regulatory anchors rather than an ab-
sence of formal rules. Importantly, this implies that, under a change in the integration framework, the direction
of convergence could be altered. However, such a transition would not be automatic: the revision of technical
standards, regulatory procedures, and certification systems represents a complex and resource-intensive pro-

cess that would require sustained administrative effort.

A different type of constraint is observed in the domains of competition policy and state aid, as well as energy.
Here, the gap with EU standards is rooted in the underlying economic model. In the domain of competition,
despite the existence of formal legislation, the practical environment is characterized by a dominant role of
the state, widespread use of direct and indirect support mechanisms for state-owned enterprises, and a lack
of transparency in the allocation of such support. Over recent years, these tendencies have intensified, with
expanding use of directed lending, quasi-fiscal instruments, and ad hoc interventions aimed at maintaining the
financial stability of key enterprises. Moreover, the institutional capacity and independence of competition au-
thorities remain limited, and the policy focus has shifted away from promoting competition toward preserving
stability within the existing economic structure. As a result, the gap in this domain reflects not only regulato-
ry shortcomings, but also a fundamentally different policy paradigm. The situation in the energy sector re-
veals similarly deep-rooted constraints, particularly in its institutional dimension. The absence of independent
regulators, limited competition in energy markets, and the persistence of administratively determined pricing
mechanisms stand in contrast to the liberalization principles embedded in the EU acquis. Moreover, energy pol-
icy is closely intertwined with broader patterns of economic governance and external dependence, including
long-standing structural ties with Russia. This further constrains the scope for convergence, as energy sector
reforms would require not only regulatory changes, but also a reconfiguration of underlying economic and

geopolitical relationships.

Taken together, these patterns suggest a clear differentiation between types of divergence. In the case of
trade policy, the gap is primarily driven by alignment with an alternative regulatory framework and can, in prin-

ciple, be addressed through administrative and technical adjustments, albeit at significant cost. In contrast, the
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gaps observed in competition policy and energy are structural in nature, reflecting deeply embedded features
of the current economic model. Addressing them would require more fundamental changes in policy orienta-
tion, institutional design, and the role of the state in the economy. For this reason, these domains should be

considered priority areas for any future strategy aimed at advancing convergence with EU standards.
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3. EU-integration Experience of other CIS-
countries and Lessons for Belarus

31. The Case of Ukraine and Moldova

311. Key Milestones of the EU Integration Path

The integration paths of Ukraine and Moldova are best understood as a sequence of distinct, yet interlinked

stages: initial engagement within the EU neighborhood framework, deep legal and economic integration through

Association Agreements and DCFTAs, and, finally, transition to the formal accession track. While the timing and

political context differed, both countries followed a structurally similar trajectory (see Table 2).

Table 2. Ukraine and Moldova: Timeline of the EU-Integration Path

Stage Ukraine Moldova
ENP participation/ early engagement mid-2000s mid-2000s
AA negotiations launched 2007 2010

Eastern Partnership 2009 2009
DCFTA negotiations integrated in AA process 2012

AA initialled 2012 -

AA signed 2014 (March/June) 27 June 2014

Provisional application

2014 (political), 2016 (DCFTA)

1 September 2014

Visa liberalisation

2017

2014

AA entry into force (fully)

1 September 2017

1July 2016

EU membership application

28 February 2022

3 March 2022

Candidate status

23 June 2022

23 June 2022

Decision to open negotiations

December 2023

December 2023

20

THE PATH OF EU INTEGRATION FOR BELARUS



Accession negotiations launched (IGC) 25 June 2024 25 June 2024

Screening process initiated July 2024 July 2024

Screening process completed September 2025 September 2025

Current stage (early 2026) Preparation for opening negotia- Preparation for opening ne-
tion clusters gotiation clusters

Source Own elaboration.

The first stage was defined by incorporation into the EU’s neighborhood architecture. Both Ukraine and Mol-
dova became part of the European Neighborhood Policy (ENP) in the mid-2000s and later joined the Eastern
Partnership in 2009. This phase established the initial framework for political dialogue, sectoral cooperation,
and gradual regulatory approximation. The second stage consisted of negotiating and implementing Associa-
tion Agreements (AA), including Deep and Comprehensive Free Trade Areas (DCFTAs). For Ukraine, negotia-
tions started in 2007 and were concluded in 2011, with the agreement initialed in 2012. Following the political
crisis of 2013-2014, the agreement was signed in 2014 and fully entered into force in 2017. For Moldova, nego-
tiations began later (2010 for the AA, 2012 for the DCFTA), but the agreement was signed already in 2014 and
entered into force in 2016. In both cases, visa liberalization was achieved in parallel (Moldova in 2014, Ukraine

in 2017), marking an important step in societal integration with the EU.

The third stage marks the transition from neighborhood policy to formal enlargement. Following Russia’s full-
scale invasion of Ukraine, both countries applied for EU membership in early 2022 (Ukraine on 28 February, Mol-
dova on 3 March). In June 2022, the European Council granted candidate status to both countries. A decisive
step followed in December 2023, when the European Council decided to open accession negotiations. In June
2024, the first intergovernmental conferences were held, formally launching the negotiation process. Since
then, both countries have entered the technical phase of accession negotiations. Throughout 2024-2025, the
European Commission conducted the screening of national legislation against the EU acquis. By September
2025, both Ukraine and Moldova had formally completed the screening phase, marking the transition toward
the opening of individual negotiation chapters. At the current stage (2026), both countries are preparing for the

opening of negotiation clusters, subject to continued progress on reform conditionality.

This sequence highlights a key analytical point: accession readiness in both cases is the result of a long pre-
paratory period. The AA/DCFTA phase played a critical bridging role, creating the institutional and regulatory
foundation necessary for the transition to candidate status and the launch of negotiations. At the same time,
the recent acceleration of the process demonstrates the importance of geopolitical factors and specific con-

text in shaping the timing of enlargement decisions.
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31.2. Key Thematic Priorities and Obstacles Across Different Stages
of Integration

The Ukrainian and Moldovan cases suggest that the content of European integration evolves significantly
across stages. Prior to the Association Agreements, the agenda was not yet framed in terms of accession, but
it already centered on building the political, legal, and administrative preconditions for deeper integration. In
Moldova, this pre-AA stage was anchored in the 2005 EU-Moldova ENP Action Plan and later in the Eastern
Partnership framework. It focused on democratic governance, rule of law, human rights, public administration
reform, mobility, border management, and initial legislative approximation. In Ukraine, a similar function was
performed by the Association Agenda, which served as a preparatory instrument for the AA while advancing
political association and economic integration. Reform priorities included constitutional and judicial reform,
anti-corruption, public administration, trade facilitation, and visa liberalization. Across both countries, the core
obstacles at this stage were institutional: weak administrative capacity, limited regulatory predictability, insuf-

ficient judicial independence, and challenges in border and customs governance.

The Association Agreements marked a qualitative shift, moving from preparatory reforms to a structured and
legally binding framework for integration. Both AAs combine political conditionality with extensive commit-
ments to approximate national legislation to EU law. However, this approximation was selective and sequenced
rather than equivalent to full acquis adoption. The agreements define priority sectors and establish detailed
annexes specifying EU directives and regulations to be transposed over medium- to long-term horizons, often
with transition periods. The scope is particularly extensive in areas directly linked to market integration: cus-
toms, technical regulation, SPS measures, competition policy, public procurement, intellectual property, finan-
cial services, and parts of environmental and energy regulation. Monitoring and enforcement mechanisms were
central to this framework. Both agreements created institutional architectures: Association Councils, Commit-
tees, and sectoral subcommittees responsible for overseeing implementation. Progress was assessed through
regular reporting, benchmarking, and dialogue with the European Commission, with a strong emphasis not only
on formal transposition but also on effective implementation and enforcement. The approximation process was
dynamic, with commitments periodically updated to reflect developments in EU law and implementation prog-
ress. In this sense, the AA stage introduced a quasi-accession logic, but without the full institutional framework

of enlargement policy.

A central component of both AAs was the DCFTA, which operationalizes economic integration. The DCFTA
went beyond traditional free trade agreements by combining tariff liberalization with regulatory convergence.
On tariffs, both sides committed to substantial liberalization: the EU granted near-complete duty-free access
for most goods relatively quickly, while Ukraine and Moldova implemented asymmetric liberalization schedules
with longer transition periods for sensitive sectors. Temporary exemptions and tariff-rate quotas remained in
place for certain agricultural products, reflecting domestic sensitivities and adjustment constraints. The “com-
prehensive” dimension of the DCFTA was equally important. Market access was conditional on regulatory
approximation, particularly in areas such as TBT, SPS standards, customs procedures, and competition policy.

This created a functional link between legal convergence and trade integration: access to parts of the EU in-
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ternal market was progressively expanded as countries aligned their regulatory frameworks and demonstrate

enforcement capacity.

Despite the structured nature of the AA/DCFTA framework, implementation proved challenging. Both Ukraine
and Moldova faced persistent capacity constraints, including limited administrative resources, weak inter-agen-
cy coordination, and uneven technical expertise in complex regulatory areas (European Parliament, 2017). Leg-
islative transposition often outpaced practical enforcement, leading to gaps between formal compliance and
actual implementation. In addition, political economy constraints played a significant role: vested interests in
sectors affected by competition policy, public procurement reform, or state aid control often resisted change.

These factors resulted in uneven progress across sectors.

The candidate-stage agenda represents a further shift toward a fully structured accession framework. Fol-
lowing the granting of candidate status in June 2022 and the opening of accession negotiations in June 2024,
both Ukraine and Moldova moved into a process defined by screening, negotiation clusters, and opening
benchmarks. At this stage, reforms are organized around the enlargement methodology, with particular em-
phasis on the “Fundamentals” cluster - rule of law, democratic institutions, public administration reform, and
anti-corruption - which effectively conditions progress in other areas. The sectoral and technical reforms
continue in parallel, but their advancement is increasingly linked to performance in these core domains. An
important innovation of this stage is the closer integration of financial support with accession-related reforms.
For Ukraine, the Ukraine Facility (passed in 2024) links large-scale EU funding to a reform and investment plan
aligned with accession priorities. For Moldova, the Reform and Growth Facility (passed in 2025) plays a similar
role, supporting economic convergence and institutional reform within an accession-oriented framework. In
substantive terms, both instruments combine three core components: (i) macro-financial support and bud-
getary assistance conditional on reform progress; (ii) investment windows aimed at infrastructure, energy,
connectivity, and private sector development; and (jii) a reform agenda structured around accession priori-
ties, including rule of law, public administration, and market regulation. Disbursements are explicitly tied to the
achievement of predefined milestones and targets, effectively embedding conditionality into financial flows.
This creates a tighter coupling between reform implementation and external support, while also increasing the
credibility of commitments through monitoring and verification mechanisms. Compared to the AA phase, the
candidate stage is therefore more tightly sequenced, more benchmark-driven, and more explicitly anchored in

the logic of enlargement conditionality.
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3.2. The Case of Armenia

3.21. Key Milestones of the EU Integration Path

Armenia’s trajectory of relations with the European Union differs fundamentally from the cases of Ukraine and
Moldova. While it initially followed a similar path within the ENP and EaP, its integration process diverged at a
critical juncture and evolved into a hybrid model combining selective convergence with the EU and deep inte-
gration within the EAEU. As a result, Armenia represents a distinct pathway of partial and non-linear alignment
with EU standards (see Table 3).

Table 3. Armenia: Timeline of the EU-Integration Path

Stage Armenia
ENP participation 2004
ENP Action Plan 2006
Eastern Partnership 2009
AA/DCFTA negotiations launched 2010

AA/DCFTA negotiations concluded
Strategic shift toward Customs Union

EAEU accession

2013 (not signed)
September 2013

2 January 2015

CEPA negotiations launched 2015
CEPA signed November 2017
CEPA provisional application 1 June 2018

CEPA entry into force (fully)

1 March 2021

EU monitoring mission (EUMA) 2023
Deepening EU engagement / policy reorientation 2023-2025
Strategic Agenda for EU-Armenia Partnership 2025

Source Own elaboration.

The first stage of Armenia’s engagement with the EU was embedded in the ENP framework. Armenia joined
the ENP in 2004, and in 2006 adopted an EU-Armenia ENP Action Plan, which defined priorities in areas such
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as democratic governance, rule of law, human rights, economic reform, and sectoral cooperation. This was fol-
lowed by Armenia’s participation in the Eastern Partnership from its launch in 2009. As in the cases of Ukraine
and Moldova, this stage focused on institutional development, regulatory approximation, and political dialogue,

laying the groundwork for deeper integration.

A significant shift occurred in the late 2000s and early 2010s, when Armenia entered negotiations on an AA
with the EU, including a DCFTA. Negotiations were launched in 2010 and were largely concluded by mid-2013.
However, in September 2013 Armenia announced its decision to join the Russia-led Customs Union (later the
EAEV), effectively halting the signature of the negotiated AA/DCFTA. This marked a major turning point: Arme-
nia abandoned a full-fledged integration track with the EU in favor of deeper integration with the EAEU, which
it formally joined on 2 January 2015. Despite this strategic reorientation, Armenia did not disengage from the
EU. Instead, a new framework for cooperation was developed, resulting in the Comprehensive and Enhanced
Partnership Agreement (CEPA). Negotiations on CEPA were launched in 2015 and concluded in 2017. The agree-
ment was signed in November 2017 and provisionally applied from 1 June 2018. CEPA entered fully into force
on 1 March 2021. Unlike the AA/DCFTA, CEPA does not include a deep trade component, reflecting Armenia’s
commitments within the EAEU. However, it retains a broad agenda of political dialogue, institutional reform, and

sectoral cooperation, including elements of regulatory approximation to EU standards in selected areas.

The post-2020 period introduced a new dynamic into EU-Armenia relations. Following the 2020 Nagorno-Kara-
bakh war and subsequent geopolitical shifts, Armenia gradually increased its engagement with the EU, includ-
ing in areas such as resilience, connectivity, and governance reforms. The EU expanded its presence in Arme-
nia, including through the deployment of a civilian monitoring mission (EUMA) in 2023. In parallel, EU financial
and technical assistance increased, particularly under the Economic and Investment Plan for the Eastern Part-
nership. A more pronounced reorientation emerged in 2023-2025, amid Armenia’s growing tensions with Rus-
sia and reassessment of its external alignments. While Armenia remains formally a member of the EAEU, it has
signaled an interest in deepening cooperation with the EU beyond the existing CEPA framework. In 2024-2025,
discussions intensified around strengthening political dialogue, expanding sectoral cooperation, and potential-

ly revisiting elements of economic integration, although no formal accession perspective has been granted.

An important recent development in EU-Armenia relations is the adoption of the Strategic Agenda for the
EU-Armenia Partnership, which builds on the CEPA and sets a more structured and forward-looking framework
for cooperation. The document defines a comprehensive set of short- and medium-term priorities across gov-
ernance, security, and economic domains, with a strong emphasis on democratic institutions, rule of law, and
socio-economic resilience. It also introduces a more operational approach to implementation, with clearly de-
fined timelines, monitoring mechanisms, and linkage to EU financial assistance instruments. Notably, the Agen-
da expands cooperation into new areas, including security and defense, while deepening sectoral alignment in
energy, transport, and digital connectivity. At the same time, it explicitly recognizes the need to advance reg-
ulatory approximation to EU standards where compatible with Armenia’s existing international commitments,
particularly within the EAEU. In this sense, the Strategic Agenda represents an attempt to maximize the inte-

gration potential of the CEPA framework without formally entering the accession track.
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As of 2026, Armenia’s position can be characterized as a hybrid integration model: legally anchored in CEPA/
Strategic Agenda with the EU, structurally embedded in the EAEU, and increasingly exploring avenues for
deeper engagement with European institutions. Unlike Ukraine and Moldova, Armenia has not applied for EU
membership and is not part of the formal enlargement process. However, its trajectory demonstrates that
partial convergence with EU standards can be sustained even under constraints imposed by alternative inte-

gration frameworks, albeit with clear limits.

3.2.2. Key Thematic Priorities and Obstacles Across Different Stages
of Integration

Unlike the Association Agreement/DCFTA model, Armenia’s CEPA-based pathway reflects a constrained but
progressively deepening form of sectoral integration, shaped by both institutional commitments and external
constraints. At the initial (ore-CEPA) stage, the core priorities were concentrated in governance and institution-
al reforms. CEPA phase explicitly served as a legal and institutional framework for strengthening democratic
institutions, rule of law, and public administration capacity. The Strategic Agenda further operationalizes these
priorities, placing emphasis on judicial reform, anti-corruption measures, electoral integrity, and alignment with
European human rights standards. This stage broadly corresponds to the “foundational convergence” phase,

where political conditionality and institutional alignment dominate.

During its path, Armenia demonstrated relatively strong performance in selected regulatory domains, particu-
larly in areas such as intellectual property protection and basic trade-related legislation (see Table 1). The CEPA
stage of integration was characterized by gradual sectoral approximation and economic cooperation. Key pri-
orities included trade diversification, energy and transport connectivity, digitalization, and the development of
regulatory frameworks in areas such as services, public procurement, SPS measures, and technical standards.
Furthermore, the CEPA framework underpinned expansion of regulatory approximation in selected sectors,
including food safety, services regulation, and technical barriers to trade. These reforms were directly linked
to facilitating market access and enabling Armenian firms, particularly SMEs, to integrate into EU value chains.
Simultaneously, EU financial and technical assistance instruments (e.g., TAIEX, Twinning, Global Gateway in-

vestments) were mobilized to support capacity building and infrastructure development.

However, implementation gaps remained significant, indicating that formal alignment often outpaces effective
enforcement and institutional capacity. The CEPA stage also is the illustration of the case when structural
constraints of Armenia’s integration model become most binding. Membership in the EAEU implies that key
elements of trade policy, particularly tariff-setting and parts of external trade regulation, are delegated to a su-
pranational framework. As a result, EU-related regulatory approximation must remain selective and compatible
with Armenia’s existing international obligations. This fundamentally limits the scope for deep trade integration

comparable to DCFTA countries.

The Strategic Agenda introduces a more structured prioritization between short- and medium-term priori-
ties, with increasing emphasis on measurable implementation and regulatory convergence. At the advanced

stage, integration priorities expand into more complex and politically sensitive domains, including security and
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defense-related cooperation, resilience to hybrid threats, and deeper sectoral integration in areas such as
energy transition, climate policy, and digital economy. In parallel, horizontal priorities such as socio-economic
resilience, migration management, and the integration of displaced populations become increasingly important,
linking internal reforms with broader regional stability considerations. The introduction of monitoring frame-

works, conditional financial assistance enhance the link between reform progress and EU support.

Despite this progression, several cross-cutting obstacles persist across the Armenia’s EU-integration path.
First, administrative and absorption capacity constraints continue to limit the effective implementation of CEPA
commitments, necessitating ongoing institutional strengthening. Second, the geopolitical environment remains
highly volatile, directly affecting reform priorities and resource allocation. Third, the hybrid nature of Armenia’s
integration model, which tries to combine EU-oriented regulatory convergence with EAEU membership, cre-
ates structural inconsistencies that constrain the depth and speed of alignment. Overall, Armenia’s integration
pathway can be characterized as a model of incremental and selective convergence: meaningful progress is
achieved in governance and sectoral regulation, while structural external constraints prevent a transition to-

ward full market integration.

3.3. Lessons for Belarus

The following 10 lessons from Ukrainian, Moldovan, and Armenian cases are relevant for Belarus:

1. EU integration is inherently long-term and implementation-driven.

Even under accelerated and politically favorable conditions, convergence with EU standards requires sus-
tained effort over many years. The key constraint is not the formal adoption of EU legislation, but its effective
and durable implementation. This, in turn, depends on administrative capacity, institutional quality, and the

ability to ensure the irreversibility of reforms over time.

2. Political and economic criteria are deeply interlinked.

Although this paper focuses primarily on economic aspects, in practice progress in economic convergence is
closely tied to developments in governance, rule of law, and institutional stability. Weaknesses in political in-
stitutions tend to translate into implementation gaps, regulatory uncertainty, and reduced credibility of reform

commitments.

3. The AA/DCFTA pathway represents the dominant and most structured model of integration.

In the Eastern European context, gradual convergence followed by formalization through an Association Agree-
ment with a DCFTA has emerged as the most institutionalized and predictable pathway. This model provides a

clear roadmap, combines incentives with obligations, and allows for progressive alignment with EU standards.
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4. The AA stage functions as a quasi-accession framework.

Association Agreements combine political conditionality with selective and sequenced approximation to EU
law. While not equivalent to full acquis adoption, they effectively act as a preparatory phase, building both

regulatory alignment and the institutional capacity required for eventual accession negotiations.

5. A preparatory phase is practically indispensable.

Transition to advanced stages of integration is highly unlikely in practice without a prolonged preparatory
phase, typically associated with AA/DCFTA implementation. This phase reduces risks during formal negoti-
ations and ensures that countries are capable of meeting the more stringent requirements of the accession

process.

6. The Armenian case illustrates a hybrid integration model with structural limits.

Armenia demonstrates that partial convergence with the EU is possible even within an alternative integration
framework such as the EAEU. However, such a model is inherently constrained: regulatory approximation must
remain selective and compatible with existing international commitments, limiting both scope and depth of in-

tegration.

7. Hybrid integration creates long-term trade-offs.

The absence of a deep trade component, as in the CEPA framework, significantly restricts market integration
and reduces the economic benefits associated with convergence. At the same time, dual alignment generates
systemic inconsistencies. At more advanced stages, a strategic choice between integration frameworks be-

comes increasingly unavoidable.

8. The candidate stage introduces a qualitatively different logic.

Compared to the AA phase, the candidate stage is more tightly sequenced, benchmark-driven, and anchored in
strict conditionality. Progress is increasingly structured around predefined benchmarks, with particular empha-
sis on the “fundamentals” (rule of law, governance, and administrative capacity), which condition advancement

in other areas.

9. Institutional capacity is the key binding constraint.

Across all stages, the ability of the state to design, implement, and enforce reforms determines the speed and
depth of integration. Limited administrative capacity, weak coordination mechanisms, and insufficient technical

expertise consistently emerge as major bottlenecks.

10. Integration pathways are path-dependent.

Early strategic choices—particularly regarding external economic alignment—create long-term constraints and
shape the feasible trajectory of convergence with the EU. Once embedded in a specific integration framework,

shifting to an alternative model becomes increasingly complex and costly.
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4 The Logic, Strategy and Indicative Time-
Line for Belarus' EU-Integration Case

4]. Strategic Considerations

1. Belarus faces a dual transition challenge.

Unlike most other cases, Belarus will need to simultaneously undertake internal institutional transformation and
external economic reorientation. This dual transition significantly increases systemic risks and requires careful

coordination of reforms across multiple domains.
2. Belarus starts from a structurally disadvantaged position.

Belarus faces a significantly larger gap relative to EU standards compared to other Eastern Partnership coun-
tries, as demonstrated in Section 2. In addition, the country is deeply embedded in economic and institutional
integration frameworks with Russia, including the EAEU and the Union State, which creates strong path-de-
pendence effects. These are reinforced by deep trade, energy, and financial linkages. Furthermore, Belarus
has a relatively low level of formalized relations with the EU and lacks a sustained track record of institutional

cooperation, which reduces mutual trust and increases uncertainty at the outset of integration.

3. A hybrid pathway is strategically constrained and cannot be considered as a full-fledged integration

model.

Armenia demonstrates that partial convergence with the EU is possible within an alternative integration frame-
work. However, such a model is inherently limited: regulatory approximation remains selective and constrained
by external commitments, and the absence of a deep trade component restricts economic integration. This
suggests that hybrid models may be viable only as temporary or second-best solutions under strong geopo-

litical constraints.
4. Full EU integration requires disengagement from the EAEU and the Union State.

Deep integration into the EU—particularly participation in the internal market—requires alignment with EU trade,
regulatory, and competition frameworks, which is incompatible with continued membership in the EAEU and
the Union State. While temporary hybrid arrangements may be possible during a transitional phase, full conver-

gence with EU standards ultimately necessitates a strategic disengagement from these integration structures.
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5. Exit from the EAEU and the Union State is the main source of uncertainty.

The timing, sequencing, and conditions of disengagement from existing integration frameworks represent a
major uncertainty factor. These elements will critically shape both the feasibility and the speed of Belarus’s EU

integration trajectory.

6. Democratization is the necessary starting point.

Under the current political regime, meaningful EU integration is not feasible. Democratization acts as a trigger
that enables integration to begin and opens a window of opportunity for reforms and engagement with the EU.
This moment must be used to establish a comprehensive and forward-looking integration strategy. Following
democratization, Belarus will face a limited time window during which reforms and integration efforts are most
feasible. Delays or loss of momentum may increase the risk of policy reversal and re-entrenchment of previous

institutional patterns.

7. Early institutional anchoring and access to EU benefits are critical.

At early stages, it is essential for Belarus to establish a strong institutional linkage with the EU and gain access
to key benefits, including market access, financial support, and technology transfer. Without such anchoring,
there is arisk of incurring the adjustment costs associated with reforms without receiving compensatory gains,
leading to economic and political backlash. Furthermore, such anchoring enhances credibility, reduces uncer-

tainty, and strengthens reform incentives.

8. A preparatory phase is critical for reducing the initial gap.

Given the significant initial distance from EU standards, a preparatory phase is indispensable. This phase should
focus on both de jure and de facto convergence with EU norms, with reforms driven by domestic economic
needs while simultaneously aligning with EU integration logic. Early movement toward an Association Agree-

ment framework is particularly important in this regard.

9. Acceleration matters, but within institutional and capacity constraints.

A faster integration trajectory can help reduce the duration of adjustment costs and accelerate access to
benefits. However, acceleration must be consistent with the country’s administrative and institutional capac-
ity. Poor sequencing or overextension of reform efforts may undermine implementation and lead to systemic

instability.

10. EU integration for Belarus requires a clear, coherent, and accelerated strategy.

Given the structural constraints, the integration process must be designed to be as transparent, consistent,
and time-efficient as possible. Policy inconsistency or fragmented reform efforts may lead to reversals, un-
dermine credibility, and generate reform fatigue. A clearly articulated and sequenced strategy is therefore

essential to maintain momentum and ensure alignment between domestic reforms and integration objectives.
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4.2. Exit from the EAEU and the Union State: Legal
Constraints, Scenarios, and Strategic Choices

The incompatibility between deep integration in the EU and continued participation in the EAEU and the Union
State is structural, legal, and rooted in fundamentally different integration logics. The EU is based on princi-
ples of market competition, strict state aid control, and supranational rules with direct effect. In contrast, the
EAEU relies to a greater extent on coordinated industrial policies and administered economic arrangements.
As a result, the two frameworks are impossible to reconcile at a fundamental level and do not allow for their
simultaneous application in a deep integration format. Structurally and legally, there are three major sources of
incompatibility. First, at the level of trade policy, participation in the EU internal market presupposes alignment
with the EU’s common commercial policy (Article 3(1)(e) and Article 207 TFEU), while the EAEU entails a common
external tariff and coordinated external trade measures. Second, at the level of regulatory sovereignty, EU inte-
gration requires systematic adoption and enforcement of EU-based rules in areas such as technical regulation,
SPS, competition, and state aid, whereas the EAEU and the Union State embed alternative rule-making and
coordination mechanisms. Third, at the legal-institutional level, Union State commitments envisage coordinated
external policy and a unified legal space, which constrains the ability to assume obligations that could conflict
with EU law (Article 4(3) TEU). Taken together, these factors imply that participation in alternative integration
arrangements involving autonomous trade policy or conflicting regulatory commitments is fundamentally in-
compatible with full EU membership. Therefore, deep integration within both the EU and EAEU frameworks is

not feasible.

Both frameworks - EAEU and Union State - provide formal exit clauses, but these define only minimum legal
timelines rather than realistic adjustment horizons. In the EAEU, withdrawal follows written notification to the
depositary, with termination of obligations after a fixed notice period of roughly twelve months. In the Union
State, exit requires domestic constitutional procedures, including a referendum, followed by written notifica-
tion, with termination after a longer notice period of roughly eighteen months. Legally, these periods should be

understood as the minimal exit terms.

However, on the one hand, they do not capture the time required to unwind practical linkages or to substitute
existing arrangements with new ones compatible with EU integration. Legal withdrawal is not equivalent to
functional disentanglement. Beyond the core treaties, Belarus is embedded in a dense network of sectoral
arrangements and de facto dependencies, including energy pricing and supply, transit and logistics, financial
linkages, standards and certification chains, and defense and security cooperation. Effective exit therefore
entails renegotiation, substitution, or reconstruction of these links. This process is inherently complex and can
substantially extend timelines and amplify transition costs, even if legal withdrawal is completed within the

formal notice periods.

On the other hand, potential full dismantle of these Russia-led integrational frameworks - which might be prob-
able in case of weakened Russia - might lead to accelerated procedures and terms of dismantle. Hence, there

is a binding uncertainty, which is more strategic rather than procedural. Economic outcomes and the feasibil-
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ity of a pivot to the EU depend critically on Russia’s response, which may range from loyal to openly hostile.
Similar legal pathways can therefore produce markedly different macroeconomic and institutional trajectories
depending on the external environment. Existing studies visualize the potential dispersion of outcomes. Esti-
mates in Kruk & Karaitis (2026) and Hartwell et al. (2022) suggest that transition costs and adjustment paths
can vary widely across scenarios, particularly with respect to trade reorientation, energy prices, and short-run
output dynamics. Given the difficulty of assigning reliable ex ante probabilities to this or that scenario of exit
from Russia-led integrational frameworks, for the purposes of this paper we consider two scenario-based
approaches. Both of them stem from a normative approach, and assume relatively rapid exit from these inte-
grational frameworks. The logic here is as follows: unless relatively rapid exit happens - either due to Belar-
usian initiative or given a geopolitical shock resulting in the disruption of the Russia-led integrational frame-
works - the chances for a full-fledged pivot to the EU for Belarus are pretty low. The first scenario assumes
a duration of up to 2 years needed for the exit. It relies on formal terms envisaged by the corresponding legal
commitments. It assumes that phased dismantle of supranational obligations happens, and a special transitory
regime is introduced for the exit phase. The second one, accelerated exit, assumes the duration of up to 1 year
and is associated with disruptive trends coming from inside the EAEU and the Union State. It assumes simulta-
neous denunciation of key obligations, and rapid move to autonomous trade and regulatory policy. However,
we admit that exit from the EAEU and the Union State, its scenarios and duration are highly sophisticated and
sensitive issues. Unless our ‘normative’ logic works, these issues may result in a protracted procedures of both

EAEU and the Union State exit, as well as EU-integration.

The process of exit from the EAEU and the Union State raises a complex set of interrelated economic, institu-
tional, and coordination challenges that must be addressed in a highly synchronized manner. On the economic
side, a central issue concerns the conditions of access to the Russian market during the transition period, given
the high degree of trade dependence and the risk of sudden disruptions. This is closely linked to the need to
rapidly restore autonomous tariff policy and customs administration, while simultaneously building capacity to
operate under a new external trade regime aligned with EU requirements. Energy represents another critical
vulnerability: existing contractual arrangements and preferential pricing regimes may be revised or withdrawn,
potentially triggering significant cost increases and short-term inflationary pressures. Institutionally, the tran-
sition implies the re-establishment of full national sovereignty over trade and regulatory policy, including the
creation or strengthening of national regulatory bodies capable of implementing EU-aligned frameworks in
areas such as competition, technical standards, and market supervision. A key risk in this process is the emer-
gence of legal and regulatory gaps during the transition period, especially if withdrawal from existing frame-

works is not carefully sequenced with the introduction of new rules and institutions.

Hence, the external and coordination dimension is of critical importance. To avoid an institutional vacuum, the
exit phase should be tightly coupled with immediate EU anchoring. Based on the experience of Armenia, it
might be feasible to underpin this stage by CEPA for Belarus or a functional equivalent. Early anchoring might
provide regulatory guidance, financial support, and to some limited improvement in access to the EU markets.
Thus, it would mitigate the risk of “adjustment without compensation,” and enhances the credibility of the
reform trajectory. CEPA can be conceptualized as a transitional institutional framework that helps structure
Belarus’s early-stage integration with the EU without immediately entering the full accession track. Its prima-

ry function is to anchor the direction of convergence, providing a clear signal to both domestic and external
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actors about the strategic orientation of reforms. At the same time, it facilitates institutional and regulatory
preparation for eventual acquis adoption, allowing the gradual build-up of administrative capacity and policy
alignment. By establishing a formalized framework of cooperation, CEPA also helps reduce uncertainty during
the transition period, particularly for businesses and investors. However, it should be clearly understood that
CEPA does not substitute for either withdrawal from the EAEU or the conclusion of an Association Agreement,

but rather complements and precedes these steps.

4.3. Core Principles and Indicative Time-line of EU-Integration
for Belarus

Building on the specific structural constraints of the Belarusian case, as well as on the experience of other
countries in the region, the logic of EU integration for Belarus should be constructed around a set of core prin-

ciples that ensure both feasibility and consistency of the process.
1. Democratization is the enabling starting point of EU integration (t = 0).

A credible EU integration trajectory for Belarus becomes feasible only after a democratic transition that re-
stores international subjectivity and enables formal engagement with EU institutions. At this stage, it is critical
to make an explicit European choice and rapidly institutionalize relations with the EU. Belarus starts from a com-
paratively low baseline, including the absence of a fully operational Partnership and Cooperation Agreement

(the 1995 PCA was never ratified), which creates an institutional vacuum that must be filled as soon as possible.
2. Early commitment to a continuous, end-to-end integration pathway is essential.

From the outset, Belarus should anchor its reforms to a clearly articulated, continuous pathway that leads
from the initial transition phase to full EU membership. Avoiding stop-and-go dynamics is critical: fragmented
or reversible reforms would undermine credibility and delay subsequent stages, particularly when moving to

acquis-based processes.
3. A preparatory phase is critical to close the initial gap.

Given the substantial distance from EU standards (both de jure and de facto), a preparatory phase is indis-
pensable. This phase should combine rapid legislative approximation in priority areas with institutional capacity
building (regulators, courts, enforcement bodies) and policy credibility (consistent application and enforce-
ment). It also serves a second function: creating the legal and economic conditions necessary for disengage-

ment from the EAEU and the Union State.

4. The transition phase should be anchored in a formal EU framework (CEPA/Strategic Agenda).
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The first integration stage - synchronized with exit procedures from the EAEU and the Union State - should be
formalized through a CEPA-type agreement and a Strategic Agenda (similar to Armenia). This framework an-
chors the direction of convergence, structures reform priorities, and provides immediate access to EU techni-
cal and financial support. Its purpose is transitional: to reduce uncertainty, coordinate reforms, and accelerate

movement toward the next stage rather than substitute for deeper integration instruments.
5. The Association Agreement (AA/DCFTA) is the core engine of convergence.

The decisive phase of integration is associated with the negotiation, signing, and implementation of an As-
sociation Agreement, including a DCFTA. This stage introduces structured, sector-by-sector approximation
to EU law under conditionality, while the DCFTA drives economic integration through tariff liberalization and
regulatory alignment (TBT, SPS, customs, competition, public procurement). In practice, this is where sustained

convergence to EU standards occurs and where the institutional infrastructure for acquis adoption is built.
6. De facto integration precedes de jure accession.

By the time AA/DCFTA commitments are largely implemented, Belarus would have achieved substantial de
facto integration with the EU. However, from a legal perspective, the formal accession process begins only

with the submission of a membership application and the launch of screening and negotiations on the acquis.
7. Time compression is desirable but constrained by capacity.

An accelerated trajectory reduces the duration of adjustment costs and the risk of reform reversal. At the
same time, sequencing must remain consistent with administrative capacity to avoid implementation gaps. In
practice, phases will partially overlap (e.g., CEPA implementation, exit procedures, and AA preparation), which

allows time compression but requires strong coordination.
8. Indicative horizon reflects an ambitious but feasible benchmark.

Under favorable political conditions and strong EU support, a full integration horizon of approximately 10-15
years is an ambitious yet plausible benchmark (see Table 4). This estimate assumes effective coordination of

overlapping phases, sustained reform momentum, and timely external anchoring.

Table 4. Indicative Timeline of the EU-Integration Path for Belarus

Stage Key Actions Indicative Duration

t=0 Democratization; restoration of international subjectivity; Immediate
political decision on EU path

Transition (CEPA + exit Signing CEPA/Strategic Agenda; launching exit procedures ~1-2 years
launch) from EAEU and Union State; initial regulatory alignment
AA/DCFTA preparation Negotiation and preparation of Association Agreement and ~1-2 years

DCFTA; priority legislative alignment; institutional build-up
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AA/DCFTA implementation Phased implementation of AA commitments; tariff liberaliza- ~4-5 years
tion; deep regulatory convergence across sectors

Accession process Membership application; screening; negotiations on acquis ~4-6 years
chapters/clusters

Overall horizon From democratization to membership ~10-15 years

Source Own elaboration.

Within this timeline, CEPA (or a functional equivalent) plays a strictly transitional role. Its scope should prioritize
governance, rule of law, public administration reform, and selected regulatory domains that can be advanced
without conflict with legacy commitments during the exit phase. CEPA structures short- and medium-term
priorities, aligns them with EU support instruments, and creates a predictable policy environment for economic
agents. In practical terms, the content of such an agreement for Belarus can be anchored in the structure and
scope of the EU-Armenia CEPA, which provides a workable template for transitional integration under con-
straints. This includes a strong focus on governance, rule of law, public administration reform, and selective
regulatory approximation in areas such as competition, public procurement, and technical standards. Adapting
this model would allow Belarus to operationalize early convergence while maintaining flexibility during the exit
phase from existing integration frameworks. Crucially, it provides early anchoring of expectations, both do-
mestically and externally, reducing uncertainty during the most volatile stage of transition. At the same time, its
limitations must be explicit: it does not provide deep trade integration and cannot substitute for the AA/DCFTA

framework.

The AA/DCFTA phase determines both the content and the speed of convergence. The agreement should
prioritize high-impact domains: customs and trade facilitation; technical regulation and standards (TBT); sani-
tary and phytosanitary measures (SPS); competition policy and state aid control; public procurement; financial
services; and selected areas of energy and digital regulation. Implementation requires detailed sequencing,
transitional periods, and strong enforcement capacity. The DCFTA component is critical for early econom-
ic gains—market access, investment attraction, and integration into EU value chains—which, in turn, support
political sustainability of reforms. The indicated timelines (1-2 years for preparation and 4-5 years for imple-
mentation) are consistent with regional experience but assume effective coordination, sufficient administrative

capacity, and continuous EU support.

The energy sector represents the most sensitive and structurally specific domain in the Belarusian case, given
its deep integration with Russian supply systems, pricing arrangements, and infrastructure dependencies. As
a result, any transition in this sector carries both significant economic risks and broader macroeconomic impli-
cations. Initial steps toward reform, particularly in areas such as regulatory governance, market transparency,
and gradual alignment with EU energy principles, should already be embedded within the CEPA/Strategic
Agenda framework. However, comprehensive restructuring of the sector, including market liberalization, tariff
reform, and integration into EU energy markets, can only be realistically achieved at the AA/DCFTA stage,

where stronger conditionality, regulatory alignment, and investment support mechanisms are in place.
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5. Synchronizing Energy Sector with the
EU Standards

Based on the experience of other countries (the Baltic states, Ukraine, Moldova, Poland, Slovakia, etc.), it can be
concluded that integration with the EU takes place either under a “gradual” scenario of planned system reform,
or under an “emergency” scenario in the context of an energy crisis caused by a sharp increase in energy pric-
es or the disruption of supply. Therefore, it is necessary to clearly distinguish between measures that would
hinder the organization of emergency supplies from the European Union and those that can be implemented

under stable conditions with long-term planning of reforms.

51. Gas Supply

As of today, Belarus is 100% dependent on gas supplies from Russia. At the same time, the share of gas in to-
tal energy consumption is around 50% (depending on the volume of processing). In 2020, the share of gas in
electricity and heat generation exceeded 85%. This figure has since declined due to the commissioning of the
Belarusian Nuclear Power Plant. As a result, the share of gas in electricity generation has decreased to about
65%, while its share in heat generation has remained almost unchanged, as the operation of the nuclear power

plant does not affect the structure of fuel consumption for heat production.

In addition to energy dependence, gas supplies from Russia also create economic dependence: gas prices for
Belarus are relatively low, on average 2-3 times lower than prices on EU gas trading hubs. At the same time, it
should be noted that under the agreement on the terms of purchase and sale of shares of OJSC “Beltransgaz”,
all trunk gas networks, the Yamal-Europe gas pipeline, and underground gas storage facilities are owned by

PJSC “Gazprom”.

Therefore, when integrating Belarus’s gas system, it is necessary to take into account both technological re-
quirements (requirements for gas system equipment) and regulatory requirements (requirements for the man-

agement and operation of the gas system).

51.1. Regulatory Framework

Unbundling of the network by type of activity. The European Union is convinced that, in order to ensure suffi-
cient and efficient attraction of investment into the development of gas and hydrogen transport systems (the

new directive already regulates hydrogen transport systems as well), it is necessary to guarantee non-dis-
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criminatory access to the various segments of the gas market. Such non-discriminatory access can only be

ensured through the separation of different types of activities. This includes:

+ the establishment of an independent gas market operator that owns neither gas pipelines nor gas, but
carries out the operational management of the gas network;

+ the separation of the owner of the gas transmission network;

+ the separation of the owner of gas storage facilities;

+ the separation of natural gas owners (suppliers and consumers);

+ the establishment of a supervisory body to ensure compliance with unbundling requirements;

+ the establishment of an independent natural gas market regulator.

It should be noted that the transition to such an advanced structure must be implemented gradually and step
by step. PJSC Gazprom owns gas, gas pipelines, and gas storage facilities. The separation of these activities
may be significantly complicated by the terms of the sale of OJSC “Beltransgaz”. Moreover, existing agree-
ments do not allow for the separation of ownership of trunk gas networks and gas storage facilities for the
purpose of alternative gas supplies. At the same time, the remaining stages can be implemented within the
framework of national legislation and negotiations with the European Union regarding minimum requirements
and reform milestones. For example, requirements for information exchange and interaction between system
operators will be necessary from the outset, while the unbundling of Beltransgaz as a gas owner and an owner

of distribution networks may be implemented at a later stage.

In addition to unbundling, it is necessary to adopt a large number of regulatory documents governing the
overall operation of gas networks and access to their services, the allocation of transmission capacities, and
the maintenance of network balance. There are also requirements related to gas market transparency, energy
security, and reliability of supply. Furthermore, there are requirements concerning the certification of indepen-

dent market participants (operators, regulators, etc.).

These are already EU regulations, meaning that they do not require transposition at the national level. In EU
member states, they enter into force immediately upon adoption. In the context of the initial phase of Belarus’s
European integration, certain parts of these regulations will need to be incorporated into national legislation,

while some provisions cannot be implemented directly and will require gradual approximation to EU standards.

51.2. Technological Arrangements

The separation of state monopolies and the introduction of independent regulation will require a restructuring
of data collection and operational planning systems (IT/SCADA systems), the development of online platforms
for information disclosure and automated management, as well as significant efforts in the education and train-

ing of specialists.

The Regulation on security of gas supply requires that the system be able to ensure reliability under the N-1
standard (the failure of any single element must not lead to a disruption of supply). In the case of supplies from

a single country, this requirement cannot be met. To comply with European legislation, it may be necessary to
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construct additional gas pipelines or to modify the operating regimes of existing ones. It is also necessary to

consider investments in LNG terminals located in coastal areas of other countries.
Along the path of integration with the EU, several stages can be identified:

* Phase A — Legal and regulatory framework. The establishment of national gas market legislation imple-

menting the requirements of EU directives.

* Phase B — Modernization and integration. Technological modernization of enterprises and organizations
in parallel with the development of the necessary “soft” infrastructure (communication and data-exchange
systems, etc.) and workforce training. At the same time, continuous work is carried out on the implementa-

tion of EU regulations into the Belarusian legal framework.

+ Phase C — Supply diversification and physical readiness. Planning of projects and investments for the
development of internal and cross-border “hard” infrastructure, including the construction of gas pipelines,

gas storage facilities, and LNG terminals in other countries, etc.

5.2. 0il and Oil Products

The oil and oil products market is regulated to a much lesser extent than the gas market. There are several
reasons for this. From the outset, the oil refining market has been more competitive, and therefore the need for
strict competition control and investment incentives has been significantly lower. In addition, supply systems
are usually based on discrete deliveries (by tankers or rail transport). Such a system does not require continu-
ous real-time regulation, and operational stocks are created by companies to meet the needs of their commer-
cial activities. The main regulatory requirement concerns the volume of oil and oil product storage. According
to Directive 2009/119/EC, countries must maintain stocks equivalent to 90 days of imports and at least 61 days

of domestic consumption.

In Belarus, oil and oil product stock requirements are set out in the Energy Security Concept, which requires
crude oil reserves sufficient for 10 days of refinery operation. Reserves of oil products must cover domestic de-
mand for 30 days. Reserve fuel (fuel oil) must also be stored in volumes exceeding 30 days. In 2020, plans were
announced to increase crude oil storage capacity to 1 million tons (up to 30 days) and to begin construction
of a connecting pipeline between the oil pipelines serving the Mozyr Refinery and Naftan, which would allow
crude oil to be redirected between the two plants. In 2022, it was announced that this task had largely been
completed (storage capacity of 0.9 million cubic meters, with the interconnection completed), and further ex-
pansion plans were presented. The interconnection has indeed been completed, and it was planned to further

increase storage capacity by an additional 1.35 million tons.

Taking into account the need to use part of the storage capacity for operational purposes, the remaining vol-
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umes can be used for long-term storage, providing reserves for up to two months. Thus, meeting the oil stock
volume requirements does not constitute a significant challenge for Belarus. Environmental fuel quality param-
eters are also regulated in the EU. However, Belarus is most likely already compliant with these requirements,
as meeting them was necessary for supplying fuels to the EU market. Therefore, no substantial changes or

major reforms are required in this area.

5.3. Electricity and Nuclear Power

At present, Belarus has no technical capability to transmit electricity to EU countries. Therefore, even under an
“emergency” scenario, it would not be possible to organize electricity supplies to Belarus. As a result, reform
of the electricity market is less dependent on external conditions; instead, political factors are likely to have a

greater influence on the pace of reforms.

5.31. Regulatory Framework

To harmonize legislation on electricity market regulation, it is necessary to implement Directive (EU) 2019/944,
which sets out the requirements for the organization of the internal electricity market. It is also necessary to
implement the requirements of Regulation (EU) 2019/943. The core objective of these documents is the estab-
lishment of a competitive electricity market, which is currently entirely absent in Belarus. Therefore, at the initial

stage, only certain provisions of these directives and regulations can realistically be implemented.

At the first stage, it is necessary to ensure the independence of the transmission system operator and the mar-
ket operator. From 1998 to 2019, Belarus had the Republican Unitary Enterprise “ODU”, which performed the
functions of a system operator. Although the influence of the State Production Association “Belenergo” on this
organization was significant, ODU nevertheless enjoyed a certain degree of independence. However, in 2019
the organization was liquidated, and all its assets and personnel were transferred to “Belenergo”. In practice,
the first step towards implementing European legislation should therefore be the restoration of an independent

system operator, as well as the establishment of a market operator and a market regulator.

Previously, an analysis of possible options for reforming the internal electricity market was carried out, identi-

fying five stages:

Stage 1: Establishment of a regulator
Stage 2: Establishment of a market operator
Stage 3: Transition to a “single buyer” (purchasing agency) model

Stage 4: Transition to a wholesale market model
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Stage 5: Transition to a retail market model

The first three stages can be implemented simultaneously. This would require amendments to national legisla-
tion and corresponding changes to the organizational structure governing interactions between existing and
newly created institutions. At the third stage, it would be necessary to unbundle “Belenergo” by type of ac-
tivity, separating networks (to be transferred to the system operator), generation, and supply and distribution

companies.

Transition to Stage 4 would require further unbundling of generation into several companies capable of com-
peting with each other on the wholesale market. At this stage, significant challenges may arise due to the
structure of electricity generation in Belarus. Combined heat and power plants (CHPs) and nuclear power
plants typically operate under special load dispatch rules and are prioritized in dispatch. Given that these fa-
cilities account for a large share of electricity generation, the remaining volumes of electricity and available
capacity may be insufficient to ensure the minimum level of liquidity required for the formation of an efficient
market. Addressing this issue may take a considerable amount of time—years or even decades—either through

additional demand growth or through the replacement of existing generation capacity.

Overall, the requirements of European legislation regarding the governance structure of the electricity market

are similar to those applicable to the gas market.

When establishing a system operator, it is also necessary to comply with the requirements of Commission
Regulation (EU) 2017/1485. Article 118 of this regulation requires system operators within a synchronous area
to develop a Synchronous Area Operational Agreement (SAOA) for their system. This agreement must include
a set of methodologies for frequency and load control, load allocation among generators, and procedures for
emergency situations in the system. It also defines the rules for the establishment of primary, secondary, and

tertiary reserves.

For the electricity market to function, it is also necessary to establish its various segments (the long-term mar-
ket, day-ahead market, balancing market, etc.). Requirements for these market elements are set out in Regula-

tion (EU) 2019/943, which must likewise be gradually implemented into national legislation.

5.3.2. Technological Arrangements

From a technological perspective, synchronization of the power system with the EU system implies a transition
to European standards of system interaction and the application of common reliability standards. From a tech-
nical standpoint, the system must be capable of maintaining a stable frequency within a defined range. Under
European rules, each country is required to control its own frequency and to be able to operate in island mode

in the event of failures in neighboring countries or system desynchronization.

Such frequency control differs from the current control practices in Belarus and will require modernization
of equipment at generating units within the power system. In addition to frequency control, it is necessary

to ensure sufficient system inertia, which depends on the structure of connected generation and equipment.
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Meeting these requirements may require the construction of new generating units or specific technical modi-

fications.

Data transmission systems, automation, and relay protection equipment will also require modernization in line
with new requirements for transparency, public access to information, and cybersecurity. Requirements re-
lated to distributed generation may necessitate the upgrading of distribution networks to enable bidirectional
power flows. Furthermore, it will be necessary to implement all requirements related to information exchange

between the transmission system operators of neighboring countries.

Regulation (EU) 2022/869 (TEN-E) requires that countries have cross-border interconnection capacity of at
least 15% of peak electricity demand. For Belarus, this corresponds to approximately 1 GW. At present, Lithuania
has announced plans to dismantle existing transmission lines between Belarus and Lithuania. At the same time,
interconnections with Poland (0.1 GW, currently not operational) and with Ukraine, with a combined capacity
exceeding 1 GW, remain in place. It is therefore likely that this requirement could be met; however, if Ukraine
were also to decide to dismantle its interconnections, Belarus would lack sufficient cross-border capacity. The

construction of new transmission lines is a very time-consuming process and may take decades.

5.3.3. Nuclear Power Plant

For integration with the EU, Belarus will also need to address a number of technical, regulatory, and legal re-

quirements related to the operation of the Belarusian Nuclear Power Plant (NPP).

The first step should be the establishment of an independent nuclear regulator. At present, regulatory func-
tions are performed by Gosatomnadzor, which is legally part of the Ministry for Emergency Situations. This

organizational structure does not ensure genuinely independent regulation.

Subsequently, Belarus will need to implement the requirements of Council Directive 2009/71/Euratom, which
sets out nuclear safety rules for nuclear installations and requirements for the independence of the regulatory

authority.

Equally important from a safety perspective is Council Directive 2014/87/Euratom, meaning that these issues
will be subject to particularly detailed scrutiny. It should be noted that in the operation of nuclear installations,
most operational activities are governed by dedicated technical and procedural documents. At present, Belarus
relies either directly on Russian regulatory documents or on adapted versions whose requirements are largely
aligned with Russian standards. For harmonization with EU legislation, it will be necessary to transition to Eur-

atom standards and requirements. This may require modernization of equipment at the nuclear power plant.

In addition to the direct operation of the NPP, it is necessary to regulate systems for the management of spent
nuclear fuel and radioactive waste, which over time will also need to be gradually aligned with European stan-
dards.

An important element of nuclear safety assurance is the conduct of stress tests and various monitoring mis-
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sions. European legislation requires the periodic implementation of monitoring and peer-review missions, and

Belarus will need to organize such missions to demonstrate the safe operation of its nuclear installations.
In terms of priorities and sequencing, several phases can be identified:

Phase A — Immediate measures

+  Publication of available materials required to be disclosed under European legislation;

+  Strengthening the independence of the regulator.

Phase B — Medium term (6-24 months)

+  Adaptation and harmonization of national legislation in line with EU regulatory requirements;

+  Organization and conduct of monitoring missions and stress tests;

+ Signing of international agreements and accession to associations related to the operation and safety of

nuclear installations.
Phase C — Long term (24-60 months)

Modernization of installations that do not meet EU requirements, until full compliance is achieved.

5.34. Decarbonization and EU Climate Policy

Decarbonization is a key element of EU energy policy, while in Belarus it currently receives little practical at-
tention. The development of renewable energy sources for heat production is legally constrained to such an
extent that it can effectively be described as a near-total ban on RES development. These policies will need
to be repealed. In addition, a range of regulatory and strategic documents will need to be adopted in order to

harmonize Belarusian legislation with EU standards.

For many years, the European Union has operated an emissions trading system (ETS) for greenhouse gas emis-
sions (Directive (EU) 2023/959) . However, implementation of this directive requires a number of additional
measures, including the introduction of a system for monitoring, reporting, and verification (MRV) of green-
house gas emissions (Regulation (EU) 2015/757). Belarus has previously begun work in this area: international
projects were implemented, analytical studies were prepared, and draft regulatory documents were devel-
oped, but the system was never formally adopted. The establishment of a greenhouse gas emissions trading
system involves the creation of an independent market operator, a system for allocating emission allowances,

the establishment of a trading platform, and other related infrastructure elements.

For Belarus, implementation of such a system wiill also be driven by the EU’s carbon border regulation - Regula-

tion (EU) 2023/956 (CBAM, Carbon Border Adjustment Mechanism). This regulation introduces a system under
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which payment for greenhouse gas emissions is levied not only for emissions occurring within the EU, but also
for emissions generated in third countries during the production of goods subsequently imported into the EU.
At the same time, the regulation provides that if a carbon price has already been paid in another jurisdiction,
no additional payment is levied upon import into the EU. Thus, in the absence of an ETS in Belarus, exports of
energy-intensive goods (cement, chemical fertilizers, steel, etc.) will be subject to additional charges, and pro-
ducers will pay for greenhouse gas emissions regardless. If an ETS is in place in Belarus, these payments will

accrue to the Belarusian budget; without such a system, they will be paid into the EU budget.

There are also EU directives and regulations governing reporting on greenhouse gas emissions and ESG re-
quirements. Separate legislation exists on energy efficiency (Directive 2012/27/EU ), which establishes not
only mechanisms and instruments for improving energy efficiency in buildings, equipment, and other areas,
but also specific target indicators for achieving defined levels and rates of improvement in energy efficiency.
A similar directive applies to the development of renewable energy sources (Directive (EU) 2018/2001), which
sets a specific target (32% renewable energy in final energy consumption by 2030) and defines support mech-

anisms and instruments to achieve this target.

Each EU Member State is required to have a National Energy and Climate Plan (NECP) under Regulation (EU)
2018/1999. This plan includes measures related to energy efficiency, internal energy markets, energy security,
and support for innovation and research in designated areas. On the path to integration, Belarus will also need
to develop and implement such a plan. Moreover, all strategic planning will need to be reformatted in line with

European standards.

Overall, European climate policy (not limited to energy policy) is set out in Regulation (EU) 2021/1119, which
establishes the objective of achieving climate neutrality by 2050. This does not formally require Belarus to
assume identical obligations, but legislative harmonization will entail EU involvement at each stage of devel-
oping strategic documents. All of these legal acts are collectively known as the Fit for 55 package — a set of

legislative measures aimed at reducing greenhouse gas emissions by 55% by 2030 compared to 1990 levels.
Based on the analysis, the following steps can be proposed for implementing EU climate legislation:

Phase 0 — Immediate objectives (0-6 months)

+ Analysis of exports to the EU with respect to CBAM risk — categorization of goods and assessment of

greenhouse gas emissions associated with their production;

+ Introduction of MRV systems for leading export-oriented sectors.

Phase 1 — Strategic documents and emissions trading system
+  Preparation of an NECP (Regulation (EU) 2018/1999) with acceptable scenarios for 2030 and 2050;
+ Inclusion of renewable energy and energy efficiency targets in strategic planning documents;

+ Making MRV mandatory for industry and the energy sector, ensuring compatibility with the EU ETS, and

launching a reporting system;
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+ Introduction of a carbon emissions trading system and adaptation of legislation in line with CBAM require-

ments.

Phase 2 — Technical transformations

+  Preparation of a legislative framework and launch of investment projects in the renewable energy sector:

tenders for solar, wind, and biogas generation, and support programs;

+ Reform of the legislative framework and launch of investment projects in energy efficiency: thermal reno-

vation programs, updated standards for new construction, building labelling, etc.;

+ Implementation of reforms required to gain access to European financing mechanisms (EU funds, EBRD,

EIB, bilateral donors) for “green” investments.

54. Aligning Arrangements in the Energy Sector with the
Indicative Timeline for the EU-integration Path for Belarus

Based on an analysis of EU and Belarusian legislation, as well as the experience of other countries joining the
European Union (primarily Ukraine and Moldova), it is possible to outline a tentative timeline for the necessary
actions at each step of integration: preparation for the CEPA preparation for the AA, and direct accession to
the EU.

These requirements must be adjusted to national specifics, in particular through the adoption of domestic leg-
islation within a separate track that is not directly linked to EU integration but is necessary to improve Belarus’s

economic situation and enhance its energy independence.

Moreover, the divergences in the existing systems are so significant that they cannot be synchronized in a sin-
gle stage through legislative changes. Some changes will need to be implemented gradually: initially adopting
the relevant regulatory act, modernizing the existing systems in accordance with it, and then amending the act

further to implement subsequent steps in legislative harmonization.

541. CEPA

At the CEPA stage, the following steps are necessary:
A. Gas

1. Adoption of a framework law on the gas market. This law may not require immediate implementation of all
requirements in accordance with EU legislation. For example, requirements for unbundling can be significantly

softened due to the absence of market participants and the full state ownership of the gas infrastructure.
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2. Creation of a market operator and a gas system operator, which will remove restrictions on further market

development and allow subsequent steps for unbundling.

3. All requirements related to data exchange and interaction between operators should be implemented as
much as possible. This is necessary to harmonize rules for forming the gas balance, which wiill, in turn, enable

obtaining gas from the EU in case of supply disruptions from Russia.
B. Oil and Oil Products

4. Conduct an audit of strategic reserves of oil and oil products and develop a plan to increase reserve levels

in accordance with requirements.
5. Transition to reporting forms in accordance with European standards regarding oil and oil products.
C. Electricity

6. Update and adopt the developed Electricity Law. During the update, the requirements of Regulation (EU)
2019/943 should be considered as much as possible.

7. Restore the system operator (TSO) as a legally independent entity. Even at this stage, the requirements of

Regulation (EU) 2017/1485 (SAOA) should be taken into account to simplify further synchronization.

8. Launch the electricity market according to the “Purchasing Agency” model, which will create incentives for
the development of independent generation, primarily from renewable energy sources (RES), and will form the

foundation for liquidity growth necessary to transition to a “Wholesale Market” model.

At this stage, the above documents cannot be fully implemented. However, it is essential to lay the foundation

for future reforms and demonstrate the intention to develop an electricity market.

The first step in synchronizing nuclear power plant (NPP) regulation is to ensure the real independence of the
regulator, organize the publication of operational safety data, and prepare and conduct comprehensive audits

and stress tests of the NPP with participation from EU representatives.
D. Climate and decarbonization

9. Implement an MRV system at least for major exporters and, if necessary, introduce payments for greenhouse
gas emissions into a dedicated decarbonization fund. This will exempt Belarus from making payments to the EU

budget under CBAM.

10. Begin the development of the NECP (National Energy and Climate Plan). Considering the volume of changes

required in later stages, it is likely that this stage could even complete its development and approval.
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54.2. Association Agreement
A. Gas

1. Implementation of unbundling.

2. Implementation of key directives and parts of regulations, including legislation on third-party access to Be-

larusian gas infrastructure.

3. Continued development and synchronization of functions of the gas system operator, the market operator,

and the gas market regulator.

At this stage, it is also necessary to develop a strategy for diversifying gas supplies, including the implementa-

tion of investment projects in Belarus and other EU countries.
B. Oil and Oil Products

4. Implementation of a program to increase oil storage volumes in Belarus.

Possible future requirements for the operation of the oil and petroleum products market may emerge, including
environmental standards. Belarus must monitor these changes and implement them into national legislation,

including projects at refineries and oil infrastructure.
C. Electricity

5. Full implementation of the requirements of Directive 2019/944.
6. Separation of DVA “Belenergo” by type of activity.
7. Formation of electricity market liquidity and launch of the wholesale market model.

Regarding the NPP, the provisions of Euratom directives should be implemented as fully as possible, necessary

stress tests conducted, and work carried out on transitioning to Euratom operational standards.
D. Climate and decarbonization

8. Adoption of the NECP (National Energy and Climate Plan).
9. Implementation of the MRV system for all significant emitters, in accordance with similar EU requirements.

10. Development and launch of an ETS system is desirable. This will simplify foreign trade and reduce costs

under the CBAM mechanism.

At this stage, full synchronization of prices with the EU ETS system will not be achieved, so a direct link to EU
ETS carbon prices may be necessary. Legally, this point is not mandatory at the stage of signing the Associa-

tion Agreement, but it is important for Belarus to simplify foreign trade and reduce CBAM-related costs
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54.3. EU Accession Stage

A. Gas

1. Full compliance with EU directives and regulations regarding the gas market.

2. Complete unbundling and supply diversification (likely including the creation of a price stabilization fund).
3. Full integration with the European gas market.

B. Electricity

4. Completion of the wholesale and balancing market operation, as well as system services markets.

5. Completion of preparations for physical synchronization with ENTSO-E, including achieving the TEN-E re-

quirement (15% cross-border capacity relative to installed capacity).

C. Nuclear Power and Safety Systems

6. All NPPs and safety systems brought into full compliance with Euratom requirements.

7. Spent fuel and radioactive waste management systems are fully aligned with EU standards.
D. Climate and decarbonization

8. A fully operational ETS system must be launched prior to full synchronization.

9. Strategic documents must ensure compliance with EU-wide Fit-for-55 requirements.
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b. Conclusions

This paper develops a structured framework for Belarus’s potential path toward European integration under
conditions of deep structural and institutional constraints. The analysis demonstrates that, unlike most previous
enlargement cases, Belarus faces a dual transition challenge: it must simultaneously undertake internal insti-
tutional transformation and external disengagement from existing integration frameworks. This fundamentally

shapes both the sequencing and feasibility of the integration process.

The key contribution of the paper lies in articulating a coherent strategic logic of integration that is consistent
with both EU accession procedures and the specific constraints of the Belarusian case. Building on compar-
ative evidence from Ukraine, Moldova, and Armenia, we propose a continuous, stage-based pathway that
combines an initial transition phase (anchored in a CEPA-type framework), a core convergence phase (based
on AA/DCFTA implementation), and a formal accession stage. Within this structure, the paper also outlines
an indicative timeline, suggesting that, under favorable conditions, a full integration horizon of approximately

10-15 years may be feasible.

A central analytical insight is that EU integration for Belarus cannot be interpreted as a standard conver-
gence process. Rather, it represents a case of integration under constraints, where forward alignment with EU
standards must be combined with backward institutional disentanglement. In this sense, the Belarusian case
contributes to partially filling an existing research gap by illustrating how EU-oriented transformation can be

operationalized in the presence of conflicting integration commitments.

At the same time, several important caveats apply. The most critical and uncertain element of the proposed
pathway concerns the scenario, procedures, and duration of exit from the EAEU and the Union State. In this
paper, we adopt a normative assumption of relatively rapid disengagement. However, in an analytical context,
this issue requires further in-depth examination, as alternative exit trajectories may significantly alter both the

timeline and the overall feasibility of integration.

Finally, the analysis highlights the importance of sectoral perspectives. While the paper focuses on the ener-
gy sector as the most sensitive and systemically important domain, similar analytical work is required across
other key areas of acquis alignment. These include competition policy and state aid control, technical barriers
to trade, sanitary and phytosanitary standards, public procurement, financial sector regulation, etc. Identifying
sector-specific reform priorities and aligning them with the overall integration strategy represents an essential

direction for future research.
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