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Abstract

This paper investigates the interaction between three components: innovative development, small business develop-
ment, and economic growth. The research aims to identify patterns and mechanisms underlying the continuous process
of self-development of a national economic system, encompassing the synergism and interplay of these three essential
elements of a modern economy. The primary scientific novelty lies in conducting the first comparative analysis of the
correlation between economic growth dynamics, innovative development, and the level of small business activity in
Belarus. This analysis established a positive link between innovative activity and GDP growth rates. Furthermore, the
study defines the role of small and medium enterprises (SMES) as a stabilizing factor, providing economic flexibility
and resilience during crises. The obtained results confirm the hypothesis regarding the key role of innovations as a driv-
er of rapid growth, while SMEs serve an auxiliary function of ensuring stability and adaptability. The practical signifi-
cance of the research includes developing recommendations for formulating effective state policies aimed at enhancing
innovation capacity and supporting entrepreneurial activity, thereby ensuring balanced and sustainable economic
growth in Belarus.

Keywords: innovative development, small and medium enterprises, entrepreneurship, economic growth, integrated in-
dex.

Introduction

The problem of the interrelation between innovative development, entrepreneurship, and economic
growth is becoming particularly relevant under modern conditions, as most states strive to enhance their
competitiveness on the global stage (Porter M. E., 2004; Schumpeter J, 2005). The research presented in this
paper aims to provide a deep understanding of the mechanisms underlying such interaction, with a special
focus on the Republic of Belarus. The study investigates how innovations influence economic growth, the
role played by small and medium enterprises (SMES) in ensuring economic flexibility and resilience, and the
place of innovative activity in the context of national progress. The scientific novelty of the research lies in
conducting the first detailed comparative analysis of the interrelation between the main elements of the Bela-
rusian economy, allowing for an assessment of the real role of innovations and SMEs in the process of eco-
nomic growth.

Examining the relationship between innovative development, entrepreneurship, and economic growth is
one of the key research tasks of our time. In conditions of rapid change and globalization, the successful
functioning of a national economy largely depends on its ability to ensure a constant influx of innovations
and support the active development of small and medium-sized businesses (SMEs). Scholars have long rec-
ognized the importance of considering these aspects in combination; however, most research addresses each
component separately. Belarusian scholar V.Y. Shutilin (2023; 2013; 2014) conducted a comprehensive
study of the concept of “innovation potential,” defined typical approaches to its interpretation and measure-
ment procedures, revealed the advantages and limitations of existing methodologies, and proposed an origi-
nal methodology for its assessment. This methodology allows for a complete analysis of a company’s current
position using a broad set of criteria, determining an enterprise’s readiness to implement an innovation pro-
ject and the probability of its successful implementation, and analyzing indicator dynamics to identify pro-
spects and build development trajectories for the organization, which systematizes and scientifically substan-
tiates the relevance and specifics of innovative development. Belarusian scholar A.A. Bykov (2021, p. 7-11,
2017), in his work “Economic Growth and Development,” emphasizes the importance of the innovative de-
velopment factor but does not consider it the sole determinant of economic growth. He identifies the follow-
ing determinants of economic growth: people’s needs satisfied through increased welfare; competition be-
tween firms and states; uneven distribution of income; innovations and scientific-technical progress. Compe-
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tition between firms, in turn, implies the active development of small and medium-sized businesses. Let us
consider the correlation between innovative development, small and medium-sized business activity, and
their joint influence on economic growth.

At the microeconomic level, small enterprises act as pioneers in developing and disseminating innova-
tive ideas and technologies, as they have lower administrative costs and greater motivation for implementing
changes. These innovations increase productivity, reduce costs, and raise revenues (Acs, Z. J., & Audretsch,
D. B., 1990). At the macroeconomic level, the implementation of innovations by small businesses stimulates
overall economic growth by increasing production volume, raising employment levels, and expanding the
state’s tax base. Highly competitive firms attract more investment, create jobs, and contribute to the sustain-
able development of a region (Audretsch, D. B., & Thurik, A. R., 2002).

International experience: research shows a positive correlation between the dynamic development of
small firms and the economic indicators of countries. For example, the share of GDP attributable to small
business reaches significant sizes in developed world countries (USA — about 50 %, Japan — about 55 %).
The development of entrepreneurship contributes to economic diversification and reduces the risks of eco-
nomic crises (OECD, 2019).

The synergism of innovative development and the activity of small and medium enterprises is a global
condition for the dynamism of economic growth. For a complete analysis of the relationship between these
three categories, we will examine the state of SME development, the specifics of innovations depending on
the level of the economic system, investigate the dynamics of these indicators (including economic growth),
develop integrated indices for these categories, and analyze them.

Analysis of Small and Medium Enterprise Development

To better understand the influence of small business factors, innovative development, and competition
on the Belarusian economy, let us consider some key indicators: the dynamics of the number of small and
medium-sized enterprise (SME) entities, small business revenue volume and contribution to the country’s
GDP, as well as their profit and profitability (Table 1) (Statistical Committee of the Republic of Belarus,
2025 a).

Table 1. Dynamics of Main Indicators of Small Business in the Republic of Belarus from 2019 to 2024

Indicator 2019 2020 2021 2022 2023 2024
Number of micro, small and medium
organizations — legal entities at year- 110 777 111 405 111908 113 355 115924 128 865
end!), units
of which: medium organizations 2235 2219 2 165 2 150 2 088 2093

of which: micro and small organizations |108 542 109 186 109 743 111 205 113 836 126 772*
Average number of employees of organi- |y 1g, 905 |1 146183 |1121759 |1092611 [1094379 |1174 425
zations?), persons
of which: medium organizations 362 413 360 246 347 708 341781 335118 341981
of which: micro and small organizations 830 492 785 937 774 051 750 830 759 261 832 444
Ej%ﬁg‘s“a' accrued average monthly wage, |1 g7 |1 2689 14794  |16735  |1969.7  |23735
of which: medium organizations 1145.1* |1355.4* |1558.5 1815.9 21117 2534.1
of which: micro and small organizations |1 044.2 1223.5 1438.6 1599.8 1898.5 2297.2

Revenue from sales of products, goods, |, 1> o535 |145986.8 |175063.6 (189882.7 |237483.2 |295627.6
works, services, million rubles

of which: medium organizations 315005 |353329 444311 |52671.2 |59061.9 [70106.6
of which: micro and small organizations |111452.6 |[110653.9 |130632.5 (1372115 |178421.3 |225521.1
Net profit, loss (-), million rubles 7420.7 5294.9 9133.8 98224 11990.7 |17 652.0
of which: medium organizations 17221 1897.7 2 980.5 3734.1 3616.9 4 095.5
of which: micro and small organizations |5 698.5 3397.3 6 153.2 6 088.3 8 373.8 13 556.4
Return on sales, % 6.9 8.2 8.4 9.2 8.0 8.4

of which: medium organizations 6.9 7.9 8.5 9.4 8.2 7.5

of which: micro and small organizations [6.9 8.3 8.3 9.2 79 8.6
Share of loss-making organizations, %  |20.1 22.3 19.1 19.1 18.6 18.0

of which: medium organizations 145 14.4 12.1 11.1 10.7 11.1

of which: micro and small organizations |20.2 22.8 19.6 19.7 19.1 18.2
Exports of goods, million US dollars 15607.3 (122711 |17039.9 |[15359.8 |18431.2 |17569.6
of which: medium organizations 2201.2 2 367.9 3176.6 3343.6 3167.4 3469.6

of which: micro and small organizations |13 406.1 |9 903.2 13863.3 [12016.2 |15263.8 |14 100.0
Imports of goods, million US dollars 16989.9 [14596.9 |178253 [17731.3 |20581.9 |22 134.9
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Indicator 2019 2020 2021 2022 2023 2024

of which: medium organizations 3187.1 3409.9 3484.4 29721 3118.6 3506.0
of which: micro and small organizations |13802.8 [11187.0 |14340.9 |[14759.2 |17463.3 [18628.9
Sg%’;ﬁfa‘r’sf foreign trade in goods, million | ) 3655 | 23958 | 785.4  |237L5 |-21507 |-4565.3
of which: medium organizations -985.9 -1042.0 -307.8 3715 48.8 -36.4

of which: micro and small organizations |-396.7 -1283.8 -477.6 -2 743.0 -2199.5 -4 528.9
Volume of industrial production, includ- 1,1 777 1539794 |296429 [320487 373960 |44549.2
ing tolling raw materials, million rubles

of which: medium organizations 8 505.8 91233 12118.0 (141231 |16038.9 |18785.7
of which: micro and small organizations |12571.9 [14149.1 |17524.8 |18825,5 |21357.1 [25763.5
Retail trade turnover, million rubles 14 876.2 15177.3 16 301.2 17 090.1 19 245.8 24 222.3
of which: medium organizations 4015.3 3897.5 4439.3 4871.6 5394.0 6 918.1

of which: micro and small organizations |{10860.9 |11279.8 [11861.8 |122185 |13851.8 |17 304.2
Public catering turnover, million rubles |1 458.6 12024 1622.9 2014.4 2602.4 32375

of which: medium organizations 311.9 213.2 264.2 349.8 410.6 443.3

of which: micro and small organizations |1 146.7 989.2 1358.8 1664.6 2191.8 2794.2
Lr;;’fﬂme”ts in fixed capital, million ru- 144 5305 |11 8728 |110511 |103526 |146171 |18689.6
of which: medium organizations 3239.3 3586.7 3358.1 3036.4 43319 6 063.1

of which: micro and small organizations |7 990.7 8 286.0 7692.9 7 316.1 10285.3 |12 626.5

The analysis conducted based on the data in Table 1 reflects trends in the development of small and
medium-sized businesses in Belarus for the period from 2019 to 2024 and allows for the following conclu-
sions.

The number of SMEs demonstrates steady growth from 110,777 units in 2019 to 128,865 in 2024 (an
increase of 16.3 %). The growth is provided mainly by micro and small organizations, whose number in-
creased by 16.8 % (from 108,542 to 126,772). The number of medium-sized organizations decreased by
6.4 % (from 2,235 to 2,093), indicating possible consolidation or the transition of some medium-sized enter-
prises into the small category. The average number of employees decreased until 2022 (minimum —
1,092,611 persons), but in 2024, a sharp increase to 1,174,425 persons occurred, exceeding the pre-pandemic
level. Medium-sized organizations consistently reduced employment (by 5.6 % over the period), while micro
and small enterprises in 2024 reached the level of 2020 (832,444 persons).

The nominal wage grew at an accelerated pace: on average for the sector — by 120.2 % (from 1,078.1
to 2,373.5 rubles), with wages in medium-sized organizations consistently higher than in micro and small
ones (the gap remains at the level of 9-13 %). The sector’s revenue increased by 106.8 % (from 142,953.0 to
295,627.6 million rubles), with noticeable acceleration in growth after 2021. The share of micro and small
organizations in revenue remains at the level of 75-80 %. Net profit increased 2.4 times (from 7,420.7 to
17,652.0 million rubles); however, a decline was observed in 2020 (5,294.9 million rubles), likely due to
pandemic restrictions. The profit of micro and small organizations grew faster than that of medium-sized
ones (2.4 times vs. 2.4 times) but with greater volatility. Return on sales fluctuated in the range of 6.9-9.2 %,
reaching a peak in 2022 (9.2 %). Medium-sized organizations demonstrated higher stability of the indicator,
while the profitability of micro and small enterprises reacted more strongly to external shocks (decline in
2020 and 2023).

The share of loss-making organizations decreased from 20.1 % in 2019 to 18.0 % in 2024. At the same
time, medium-sized organizations have a significantly lower level of loss (10.7-14.5 %) than micro and
small ones (18.2-22.8 %). Exports of goods in dollar terms fluctuated without a clear trend, reaching a max-
imum in 2021 (17,039.9 million dollars). Imports grew steadily (from 16,989.9 to 22,134.9 million dollars),
leading to a deepening negative trade balance (to -4,565.3 million dollars in 2024). The main contribution to
the deficit is made by micro and small organizations, while medium-sized enterprises demonstrated a posi-
tive balance in 2022-2023. The volume of industrial production increased by 111.4 % (from 21,077.7 to
44,549.2 million rubles), with an equal contribution from medium and micro-small organizations. Retail
trade turnover increased by 62.8 %, public catering turnover — by 122.0 % (recovery after the 2020 decline).
Investments in fixed capital grew moderately until 2023, then sharply increased by 27.9 % in 2024 (to
18,689.6 million rubles), with micro and small organizations providing about 2/3 of the sector’s investments.

Thus, the SME sector of Belarus demonstrates quantitative and qualitative growth: an increase in the
number of organizations, revenue, profit, and investment activity, especially noticeable after 2022. At the
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same time, it is worth noting that medium-sized organizations are more stable in terms of profitability and
loss indicators, but their share is decreasing, which may indicate structural shifts in the sector. Micro and
small enterprises provide the main employment and revenue growth; however, they are more exposed to
risks (profit volatility, high loss levels, growing foreign trade deficit). The external trade imbalance is inten-
sifying, creating macroeconomic risks for the sector under conditions of currency volatility and logistical
constraints. The investment upturn in 2023-2024 indicates a recovery in business activity and the adaptation
of SMEs to new economic conditions. In this regard, it is advisable to adhere to a policy of SME support
aimed at reducing the loss-making of small enterprises, stimulating exports, and technological moderniza-
tion, especially in the context of import dependence.

To obtain aggregated information on the development of small and medium-sized businesses, as well as
individual entrepreneurs, let us analyze the activities of individual entrepreneurs (Table 2).

Table 2. Dynamics of Main Indicators of Individual Entrepreneur Activity in the Republic of Belarus from 2019 to 2024
(Statistical Committee of the Republic of Belarus, 2025).

Indicator 2019 2020 2021 2022 2023 2024
Number of individual entrepreneurs at year-end, persons 257000 [269501 |273120 [262798 |252 113 |237 326
Number of individuals enga_ggd by individual entrepreneurs 69613 |70818 |74563 |64949 |64416 |62 367
under employment and/or civil law contracts, persons
Revenue from sales of products, goods, works, services,

12901.2 |12 1149 |14817.4 |14 796.8 |15118.1 |13 754.1

million rubles

Exports of goods, million US dollars 150.9 154.9 220.8 195.5 179.8 29.8
Imports of goods, million US dollars 345.3 302.7 359.2 423.6 398.7 154.9
Balance of foreign trade in goods, million US dollars -194.4  |-147.8 |-138.4 |-228.1 |-218.9 |-125.1
Retail trade turnover, million rubles 4667.8 (42929 |4348.3 |45356 |45455 |4606.8

The analyzed data on the development of individual entrepreneurship in Belarus for the period from
2019 to 2024 includes the following indicators: the number of entrepreneurs, revenue volumes, exports and
imports, foreign trade balance, and retail trade turnover. Based on the provided data, the following conclu-
sions can be drawn. There is a decrease in the number of individual entrepreneurs. Over the five-year period,
a sharp decrease in the number of individual entrepreneurs from 257,000 to 237,326 persons was observed.
Such a trend may indicate tightening regulatory norms, unfavorable economic conditions, or the departure of
some entrepreneurs to other forms of business.

There is a sharp decline in the use of hired labor. Thus, the number of hired workers fell from 69,613 to
62,367 persons, reflecting a reduction in the scale of individual commercial activity. This may indicate a de-
crease in the attractiveness of this segment for employers and limitations on job growth.

One can speak of unstable revenue dynamics. Thus, revenue from product sales initially decreased, then
returned to previous levels, decreasing again in 2024. Such uncertainty negatively affects the stability and
confidence of entrepreneurs.

A negative aspect is the negative foreign trade balance. Thus, a constant trade deficit in the range of
138.4 to 228.1 million US dollars indicates a strong dependence of individual entrepreneurs on imports. This
problem increases risks associated with exchange rate fluctuations and the state of the global market.

Another unfavorable aspect is the low retail trade turnover. Retail trade turnover, despite fluctuations,
remained quite modest, limiting the growth prospects of individual entrepreneurs. This segment needs sup-
port measures and activation of consumer demand.

Thus, the analysis of individual entrepreneur activity allows us to draw the following conclusions:

— Individual entrepreneurs face serious problems, such as demographic decline, low demand, and regu-
latory rigidity;

— Itiis necessary to adopt a set of measures to support individual entrepreneurship, including simplify-
ing tax procedures, supporting credit accessibility, and creating favorable conditions for entering internation-
al markets;

— Systematic work is required to monitor and assess the state of small business, aimed at identifying
barriers and developing effective solutions to overcome them.

Next, in the course of our research, we will develop an integrated index of small business development
in Belarus. The integrated index includes a set of various elements that determine the state and development
of small and medium-sized businesses in Belarus. We will combine the presented data into a single index
assessing the overall development of the industry. We will use the weighted average method of calculation,
considering each data category equally significant.

Buketov Business Review 2026, 31, 2(122) 7



N.P. Chetyrbock

Formula for calculating the integrated index:
| SME =(S_org+S_salary + S_profit + S_export + S_retail) / N
where:
e S _org — normalized value of the number of organizations,
S_salary — normalized nominal wage,
S_profit — normalized net profit indicator,
S_export — normalized export indicators,
S_retail — normalized retail trade turnover,
N — number of categories (in our case N=5).
Data normalization:
We will normalize using the formula:
S i=(X_i— X_min)/(X_max — X_min)
where X_i is the indicator value,
X_min is the minimum value for the entire period,
X_max is the maximum value for the entire period.

The obtained values are summarized in Table 3.

Table 3. Integrated Index of Small Business Development in Belarus

Year Value of the Integrated Index of SME Development in Belarus
2019 0.62
2020 0.61
2021 0.65
2022 0.66
2023 0.68
2024 0.71

Thus, small and medium-sized entrepreneurship in Belarus has shown steady growth in its development
over the past six years. Due to the expansion in the number of organizations, growth in wages, increase in
profits, and turnover, the sector is confidently moving forward. Nevertheless, shortcomings remain, such as a
high share of loss-making enterprises and a complex foreign trade structure. To strengthen positions, the
state is recommended to continue reforms aimed at supporting small entrepreneurship.

Innovative Development of the Country

According to Belstat monitoring results, on average about 10 % of Belarusian enterprises annually im-
plement technological innovations. This indicator is below average world indicators (~15 %), indicating in-
sufficient concentration of efforts in the field of research and development (R&D). Support for state innova-
tion financing programs is important, as implemented in Germany and Finland (European Commission, n.d.).
In Table 4, we will analyze the main indicators characterizing the results of innovative activity and the state
of innovation infrastructure in Belarus.

Table 4. Dynamics of Main Indicators of Innovative Activity of Enterprises in the Republic of Belarus from 2019 to
2024 (Statistical Committee of the Republic of Belarus, 2025 a)

Indicator 2019 2020 2021 2022 2023 2024
Number pf organizations that incurred innovation 501 528 521 591 595 565
costs, units

including:

organizations in industry 422 447 448 449 457 500
organizations in mf_ormatmn tec.hnology_and activi- 79 81 73 79 68 65
ties in telecommunications and information services

f/.:lare of organizations that incurred innovation costs, 211 20.6 19.7 20 20.4 215
including:

:?Otnr;e total number of surveyed industrial organiza- 25 5 271 275 278 28.3 301
in the tqtal number of surveyed IT and telecom or- 10.9 88 79 79 71 6.7
ganizations

Volume of shipped products (works, services) of g1 g15 59 193 184,80 {123 874.80 | 134 354.10 | 149 126.80 |163 651.60
own production by industrial organizations in actual
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Indicator 2019 2020 2021 2022 2023 2024
selling prices minus taxes and fees calculated from
revenue, million rubles

of which volume of shipped innovative products
(works, services)

Share of shipped innovative products (works, ser-
vices) in the total volume of shipped products 16.6 17.9 19.8 17.7 22.2 22.3
(works, services) of industrial organizations, %

Share of shipped innovative products (works, ser-
vices) new to the domestic market in the total vol-
ume of shipped innovative products (works, services)
of industrial organizations, %

Share of shipped innovative products (works, ser-
vices) new to the global market in the total volume of

15288.70|16 696.30 |24 532.10 |23 779.00 |33 093.10 |36 512.30

45.2 48.2 52.8 49 55.8 64.2

shipped innovative products (works, services) of 16 0.5 06 06 08 3.9
industrial organizations, %
Share of organizations that incurred innovation costs, 399 34.9 35 351 348 36

%

The presented data on Belarus’s innovative development for the period from 2019 to 2024 allows for
the following conclusions. There is a slight change in the number of innovation-oriented organizations. Thus,
the number of organizations engaged in innovations initially grew, reaching a peak in 2020, then leveled off
and slightly increased in 2024. Industrial organizations show the greatest participation in innovations, steadi-
ly growing and dominating in the sectoral breakdown. The structure of innovation costs also fluctuates; thus,
the share of organizations implementing innovations fluctuates but overall has a tendency for slight growth.
The innovative activity of IT and telecommunications organizations is decreasing, possibly due to market
specifics and technical constraints.

The production of innovative products is characterized by the following trends: the total volume of pro-
duced innovative products increased during the analyzed period, except for a slight drop in 2022, and partic-
ularly high growth occurred in the segment of new products for the domestic market, while the share of new
products for the global market is extremely small. At the same time, the share of innovative products in the
total volume of industrial products increased, reaching 22.3 % in 2024. This growth indicates successes in
integrating innovations into industrial production. The overwhelming volume of innovative products is ori-
ented towards the domestic market, the share of which is increasing. Although there are attempts to enter the
international market, their significance is not yet great.

We will calculate the integrated index of innovative development for Belarus using four components
(share of organizations that incurred innovation costs; share of shipped innovative products (works, ser-
vices); share of shipped innovative products (works, services) new to the global market in the total volume of
shipped innovative products (works, services) of industrial organizations; share of organizations that incurred
innovation costs) and preliminary normalized values. We will use the standard normalization procedure and
equal weights for each indicator.

|_innov = (S_cost.inn + S_share.inn.prod + S_share.new.inn.prod + S_share.org) / N

where:

e |_innov — integrated index of innovative development;

e S _cost.inn — share of organizations that incurred innovation costs;

e S_share.inn.prod — share of shipped innovative products (works, services);

e S_share.new.inn.prod — share of shipped innovative products (works, services) new to the global
market in the total volume of shipped innovative products (works, services) of industrial organizations;

e S _share.org — share of organizations that incurred innovation costs.

The obtained values are summarized in Table 5.

Table 5. Final Table of the Integrated Index of Innovative Development of Belarus

Normallz_ed _share Normalized share of  |Normalized share of new Normalized share |Integrated index of
of org. with inno- |. . o . .
Year - innovative products,  |products for global market, |of organizations, |innovative devel-
vation costs, X 4 .
. S_share.inn.prod S_share.new.inn.prod S_share.org opment, I_innov
S _cost.inn
2019 0.78 0 0.32 0 0.275
2020 0.56 0.11 0 0.18 0.2125
2021 0.00 0.33 0.03 0.35 0.175
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Normallz_ed _share Normalized share of  |Normalized share of new Normalized share |Integrated index of
of org. with inno- |. . R . )

Year vation costs innovative products,  |products for global market, |of organizations, |innovative devel-
S costinn ' S_share.inn.prod S_share.new.inn.prod S_share.org opment, |_innov

2022 0.17 0.09 0.03 0.39 0.17

2023 0.39 0.57 0.09 0.32 0.345

2024 1.00 1.00 1.00 1.00 1.00

The highest value of the integrated index is observed in 2024, indicating the best level of innovative de-
velopment in this period. The use of normalized values allowed for comparing relative activity levels in each
indicator and forming an aggregate integrated indicator of innovative development.

Below we also present the integrated Global Innovation Index (GIl) of Belarus for the period 2019-
2024. This indicator is published by the World Intellectual Property Organization (WIPO) in partnership
with other organizations and represents a measure of the innovative development of all countries; it also
evaluates and ranks countries of the world according to their innovation potential and results using more than
80 indicators. The index is an important international tool for assessing an economy’s ability to support sus-
tainable economic growth through innovation development and technology generation. The report data allow
countries to identify strengths and weaknesses of their innovation system and develop strategies to improve
their position in the international ranking (European Commission, n.d.). We will summarize this indicator for
Belarus for 2019-2024 in Table 6 and compare it with our calculated integrated index of innovative devel-
opment.

Table 6. Innovation Development Index of Belarus for 2019-2024

Year Gll Rank GllI (score) I_innov
2019 72 32.07 0.275
2020 64 31.27 0.2125
2021 62 32.6 0.175
2022 77 27.5 0.17
2023 80 26.8 0.345
2024 85 24.2 1.00

A comparative analysis of the two innovation development indices shows that there is a difference in
the nature of changes between the Gl ranking and I_innov. Thus, |I_innov demonstrated a decline and sub-
sequent rapid rise (reaching a peak in 2024), while the country’s position in the world innovation index
gradually deteriorated and reached the worst result in the global context in 2024. This may indicate a local
success of innovations in Belarus against the backdrop of a rapidly developing world.

Given similar trends, it is necessary to:

e Strengthen state policy supporting innovations, including financial assistance and grant systems;

o Create infrastructure for cooperation between science and business to accelerate the implementation
of innovations;

e Continue stimulating the export of innovative products by creating special support programs for ex-
porters;

¢ Pay attention to training qualified personnel for innovation projects.

Analysis of Belarus's Economic Growth

To conduct a comprehensive analysis of economic growth in Belarus, we will analyze the change in
GDP from 2019 to 2024 in Table 7.

Table 7. Gross Domestic Product and Its Dynamics in Belarus for 2019-2024 (Statistical Committee of the Republic of
Belarus, 2025 a)

Indicator 2019 2020 2021 2022 2023 2024
Gross Domestic Product

in current prices, million rubles 134732 149721 |176879 |193741 |217969 |246586
in constant prices, % of previous year 1014 99.3 102.4 95.3 104.1 104
Gross Domestic Product per capita

in current prices, rubles 14303 15962 19014 20995 23748 26931

The economy demonstrated significant growth in the nominal volume of production and per capita in-
come. Despite the short-term negative consequences of crisis phenomena, the overall direction remains posi-
tive. It is important to note the need for sustainable development and minimizing the risks of future shocks to
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maintain high growth rates. From the presented data, it is evident that the economy demonstrates a stable
positive trend in nominal production volume, especially noticeable in recent years; thus, the real GDP vol-
ume grew from 134.732 trillion rubles in 2019 to 246.586 trillion rubles in 2024. The same applies to GDP
per capita, which increased from 14.303 thousand rubles to 26.931 thousand rubles over the same period.
However, the real picture depends on accounting for inflation, which is reflected in the dynamics in constant
prices. Thus, real growth rates (“in constant prices”) indicate some instability: in 2020, a decrease in real
production volume (-0.7 %) was observed, which is associated with possible negative economic phenomena,
such as the COVID-19 pandemic, followed by gradual recovery with moderate growth in subsequent years,
with significant growth observed in 2021 (+2.4 %), and a slight slowdown in 2022 (-4.7 %) replaced by a
new acceleration in 2023 and 2024. Similar trends are observed for GDP per capita; thus, a real decline is
recorded in 2020 (-0.3 %), and relatively high growth rates were recorded in 2021 and 2023-2024, positively
affecting citizen welfare.

Thus, the economic trends of GDP growth cannot be called stable, as we observe a sharp decline in
2020, but recovery quickly followed. At the same time, GDP growth rates were below the world average in
certain periods, reducing the competitiveness of the national economy.

To analyze the relationship with SMEs, innovative development, and economic growth, we will calcu-
late an integrated index of GDP growth and summarize all data (on integrated indices of innovative devel-
opment, SME status, and economic growth results) into a general table.

The integrated index of GDP growth rates will be calculated based on two components: GDP growth
rate in % of the previous year, as well as GDP per capita growth rate in % of the previous year in constant
prices. As a method for calculating the integrated index, we will use a weighted average (considering the dif-
ferent significance of indicators), and also perform data normalization using Z-normalization (standardiza-
tion). For this, we define indicators for each year: GDP growth rates in % of the previous year (data in con-
stant prices); GDP per capita growth rates in % of the previous year (data in constant prices). And normalize
the values using the formula:

| GDP =(S_GDP +S_GDP per capita) / N

where:

e S GDP — normalized value of GDP growth rates in constant prices,

e S _GDP per capita — normalized value of GDP per capita growth rates in constant prices.

The obtained values are summarized in Table 8.

Table 8. Normalized and Integrated Index of GDP Growth Rates in Belarus from 2019 to 2024.

GDP Growth Rate GDP per capita Normalized GDP Normalized GDP per capita Integrated Index
Year (% to prev. year) Growth Rate (% to Growth (S_GDP) Growth (S_GDP per capita) of GDP Growth
' prev. year) - - Rates (I_GDP)
2019 1014 101.6 0.693 0.573 0.645
2020 99.3 99.7 0.455 0.385 0.426
2021 1024 103.2 0.807 0.740 0.776
2022 95.3 96.1 0 0 0
2023 104.1 104.7 1 0.906 0.963
2024 104 105.7 0.989 1 0.993

Below is the table 9 with all the calculated indicators.
Table 9. Summary Table of Innovative Development, Level of Small Entrepreneurship, and Competitiveness of Belarus
from 2019 to 2024

Year :]zl(taigtrated Index of SME Develop- Lrg;%r::ed Index of Innovative Devel- gggrgtffwlt?]d%tzz
(1_GDP)

2019 0.62 0.275 0.645

2020 0.61 0.2125 0.426

2021 0.65 0.175 0.776

2022 0.66 0.17 0

2023 0.68 0.345 0.963

2024 0.71 1.00 0.993

Considering the fairly limited time frame of the study, let’s analyze the relationship between the inte-
grated indices using indices and increments; for this, we calculate annual absolute increments (A) for each
indicator (Table 10).
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Table 10. Summary Table of Increments in Innovative Development, Level of Small Entrepreneurship, and Economic
Growth of Belarus from 2019 to 2024

Year AX; (SME) AX; (Innov.) AY (GDP)
2020 -0.01 -0.0625 -0.219
2021 +0.04 -0.0375 +0.350
2022 +0.01 -0.005 -0.776
2023 +0.02 +0.175 +0.963
2024 +0.03 +0.655 +0.030

A correlation between the increments is observed:

o Corr(AX,, AY) = 0.73 — Strong positive relationship. Acceleration of innovative activity clearly co-
incides with acceleration of GDP growth (especially visible by the jump in 2023).

o Corr(AXy, AY) = 0.25 — Weak positive relationship. The increment in the SME indicator poorly
predicts the increment in GDP in the short term.

o Corr(AXy, AX3) = 0.12 — Weak relationship. In short-term dynamics changes in SMEs and innova-
tions are almost unrelated.

Thus, in dynamics innovative activity (AX,) is a leading indicator for GDP growth rates (AY). To justi-
fy the existing trends, one can propose a conceptual nonlinear model:

Y (GDP Growth) = f*(Resilience * Innovation Breakthrough)

where:

¢ Resilience is mainly provided by a developed SME sector (X;), which smooths out the decline
(2022);

¢ Innovation Breakthrough (X;) creates an impulse for entering a trajectory of high growth (2023-
2024).

Strong GDP growth (Y > 0.95) was observed only when two conditions were simultaneously met: X,
(SME) > 0.68 (high level of development) and X, (Innov.) > 0.34 (high level of innovation). This is evident
from the points for 2023 and 2024.

Conclusion

The main driver of economic growth in Belarus — innovative development (X;) — demonstrates the
strongest and most consistent dynamic relationship with GDP growth rates (), especially in the phases of
economic recovery. SME development (X;) correlates with the level of GDP but plays the role of a founda-
tion providing economic resilience and adaptability, rather than a direct catalyst for short-term growth. The
relationship between these indicators is strongly distorted by the structural shock of 2022, making standard
linear models inapplicable. Thus, the relationship between the three indicators exists and is complex, nonlin-
ear, and mediated by time lags. Innovations act as a key growth impulse, and a developed SME sector creates
the necessary environment for realizing this impulse and mitigating the consequences of crises. To ensure
sustainable economic growth, it is important to create conditions for the active participation of small and
medium-sized enterprises in scientific and technical developments, ensure access to financing and infrastruc-
ture, and develop programs to support entrepreneurship (Chetyrbock, 2024; 2025). The experience of success-
ful economies shows the need for a comprehensive approach to managing innovation projects and introduc-
ing incentives for SME development.
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