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Planned amendments to the tax code

Amendments to the tax code of Belarus are a regular 
occurrence towards the end of each year; this year is 
not an exemption. Against the background of a tight 
fiscal situation, it is not surprising that primarily tax 
and duty increases are being discussed, which will 
affect individual entrepreneurs and small and 
medium-sized enterprises (SMEs) in particular. In 
conjunction with the tense economic situation, this is 
a problematic signal for the development of SMEs and 
thus the entire private sector. 

Background 

As usual (more or less punctually) towards the end of a 
current year, amendments to the tax code for the 
following year are due in the Republic of Belarus. In the 
course of 2021, several drafts have already been 
published, which is relatively unusual. In the past, there 
were often “surprises”, because the work on the new 
tax code was carried out solely at the level of the 
participating bodies. However, the changes discussed 
to date are not final until the new version of the tax 
code has entered into force, which makes it difficult to 
plan ahead. The envisaged changes appear to be driven 
primarily by fiscal motives. 

This newsletter presents the current status of the 
discussion with regard to selected amendments and 
highlights their potential impact. 

Transfer prices 

The catalogue of transactions that are subject to 
transfer pricing rules for compatibility with the 
statutory requirements (a kind of modified "arm’s 
length" approach) is expanded – among others, to 
include loans or interest on loans with a foreign 
connection. The formal approach of subjecting only 
those transactions to transfer pricing rules whose 
participants are intertwined under company law (20% 
share or more) or via family ties, instead of focusing on 
the economic interest and the possibility of influence, 
apparently remains unaffected. 

Tapping new sources of tax revenue 

As of 01.01.2022, sales by foreign consignors that were 
previously exempt from Belarusian VAT (mainly those 
from the Russian Federation who have already paid 
VAT there) will become subject to it. Another change 
will affect tax rates that are expressed in Belarusian 
rubles (as it is the case with the single tax); those tax 
rates will be linked to inflation and indexed with the 
inflation rate. Moreover, excise duties on certain 
alcoholic products and tobacco products will be 
increased, as will the tax on certain activities. At the 
same time, subsidies (for example for certain leasing 

transactions) will be reduced. Unconfirmed so far is a 
possible increase in personal income tax and profit tax 
for companies to 20% from the current 13% and 16%, 
respectively. The Ministry of Finance estimates 
additional tax revenues from the aforementioned 
measures at BYN 475-625 m (approx. EUR 187-246 m). 

Change in the taxation of SMEs 

Probably the most significant changes are planned for 
the taxation of individual entrepreneurs and small and 
medium-sized enterprises. According to the concept, 
2022 is intended to be a transition year. Further 
changes are then to come into force in 2023. An 
estimate of the fiscal impact of these measures has not 
been published. 

Simplified tax regime (single tax) 

As in many other post-Soviet countries, the Belarusian 
tax code contains the so-called “simplified tax regime”, 
which so far allowed turnover taxation at fixed rates 
(5% or 3%). The simplified tax regime could be applied 
by both individual entrepreneurs and legal entities. This 
type of taxation was attractive because of the low 
administrative effort and the relatively high turnover 
thresholds. For this reason, about 70% of all individual 
entrepreneurs apply one of the variants of the 
simplified tax regime. Together with the individual 
entrepreneurs who could pay a single tax for certain 
activities, almost 95% of the individual entrepreneurs 
have opted out of the normal taxation (income-
expenditure surplus accounting), provided they meet 
the relevant criteria (in particular turnover, number of 
employees).  

Number of individual entrepreneurs by tax regime 

Individual entrepreneurs  

(Total, 01.01.2021) 
269,501 

Application of the               
normal tax regime 13,539 

Application of the          
simplified tax regime   189,546 

Application of the single tax 66,416 

Source: Ministry of Taxes and Duties of the Republic of Belarus 

As of 01.01.2022, significant disadvantages will come 
into force for many individual entrepreneurs: In the 
future, all individual entrepreneurs offering services 
will be excluded from the application of the simplified 
tax regime. In the future, its application in a modified 
variant (6% without payment of VAT) is only intended 
for a narrowly defined group (provision of services in 
the field of tourism, healthcare, land transport, public 
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supply of food, activities in the field of computer 
programming). For all others, the normal tax system 
with a profit tax rate of (currently) 16% will apply. For 
craftsmen and the areas in which the single tax is paid, 
the changes (individual areas will be excluded from the 
application) are less serious due to transitional 
provisions. In the latest draft, it is envisaged that 20% 
can be applied as a lump sum expense. In addition to 
taxation, contributions are to be made to the pension 
and health insurance funds. 

In a second step, starting in 2023, the current individual 
entrepreneurs (typically without employees) will be 
transferred to the new category of “self-employed” 
together with craftsmen, for whom the so-called 
“professional income” will then be taxed. The 
“professional income” earned by tax residents is 
calculated in an income-expenditure surplus 
calculation and taxed at 10% up to a threshold of BYN 
60,000 (approx. EUR 23,600) per year. For income 
above this threshold, the rate is 20%. Again, a flat lump 
sum expense rate of 20% applies.  

For micro-organizations (legal entities), the thresholds 
for transition to the simplified tax regime will be 
increased. However, the possibility for them to operate 
under the simplified tax system without VAT will be 
eliminated, so that in 2022 the tax burden for these 
companies will double from 3% to 6% of turnover. 
Assessment 

In general, the removal of the previous artificial 
distinction between individual enterprises, self-
employed persons and craftsmen is to be welcomed, as 
it puts an end to the fragmentation – who applies the 
simplified tax system, who pays a single tax and who 
enjoys additional benefits (such as agro-ecotourism). It 
should be noted, however, that the reason for this is to 
be found solely in the current legal situation; 
entrepreneurial activity without state registration is 
still prohibited, unless an exception (self-employed, 
craftsmen) applies. If someone wants to engage in 
entrepreneurial activity, there is no other option than 
to register as an individual entrepreneur in order not to 
violate the law. This registration requirement is most 
likely the reason for the high number of individual 
entrepreneurs. 

What is incomprehensible, especially from a confidence 
protection perspective, is why a seamless transition 
from the current simplified tax system to “professional 
income” in 2023 is only made possible for some of 
today's individual entrepreneurs. For all other 
individual entrepreneurs with a turnover of less than 
BYN 60,000, for whom no exemption is relevant, the tax 
burden increases (in the borderline case) from 3% 
today to effectively 12.8% in 2022, before it returns to 
effectively 8% in the new system in 2023. This is due to 

the fact that while 20% of turnover can always be 
claimed as lump sum costs, the taxation of the 
remaining sales (profit) is reduced from 16% to 10%.  

Against the backdrop of the ongoing discussion about 
changes in this area and the “de facto liquidation” of 
individual entrepreneurs since the beginning of 2021, 
the latter have liquidated their registered business en 
masse over the year. It cannot be reliably determined 
whether they have also ceased their activities or have 
merely migrated to the shadow economy. For this 
reason, it also remains to be seen whether this 
transformation will lead to more tax revenue, as hoped 
by the government. In conclusion, it can be said based 
on the latest draft that the tax changes are unlikely to 
be conducive to the development of SMEs and thus the 
private sector. 
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