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INDEX OF THE CYCLE OF MONEY - THE CASE OF BELARUS®

The purpose of this paper is to apply the theory of cycle of money to the cases of Belarus. Prior works
have determined the economic characteristics of the case of Latvia, Serbia, and Bulgaria, according to
the concept of the theory of cycle of money. The index of the cycle of money suggests how an economic
system should counteract a monetary crisis and studies how well-structured is Belarus’s economy. The
estimations of the index of the cycle of money of Belarus are compared with the global average index of
the cycle of money. The results reveal that Belarus is close to the average global value. Then, Belarus’s
results show that it is a well-structured economy and can face an economic crisis. The applied methodol-
ogy stands on the analysis of the theory, mathematical, statistical, and econometrical results. The current
work is important as represents the strength of Belarus’s economy to a potential financial and economic
crisis. This work is from a project for multiple countries. Finally, the recent decision of 15% minimum tax
to the international companies complies with the Fixed Length Principle of the theory of cycle of money
that developed the last years.
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YAJNJIOYMMUC Koncrantunoc K., kaH. 3K0H. HayK
I'penus

HNHAEKC HUKJIA OBPAIIEHUSA JEHET HA ITIPUMEPE BEJIAPYCHU

Lenv dannot cmamvu — NPUMEHUMb MEOPUI0 OCHENCHO20 YUKIA K IKoHomuke Pecnybnuxu Benapyce.
Tpeovidywue pabomul nozeonunu onpederums 3KoHoMuyeckue ocobennocmu Jlameuu, Cepouu u bonea-
puU 8 COOMBEMCMBUL ¢ KOHYenyuet meopuu OeHeNCH020 Yukia. HHoekc 0eHedicHo20 yukia nokaswléaem,
KAK 9KOHOMUYECKAsL CUCEMA OONINCHA NPOMUBOOEUCBOBAMb OCHENCHO-KPEOUMHOMY KPUSUCY, U U3VYA-
em, HACKOIbKO XOPOWO CMPYKMYPUpo8ana ma uiu unas skoHomuxa. Muoexc oenedcnoco yuxaa Berapy-
CU CPABHUBAICA CO CPEOHUM MUPOBIM UHOEKCOM OEHEeNCH020 yukid. Pezynomamul nokaswisarom, umo
napamempul skonomuku benapycu oausku k cpeonemupogomy suauenuio. Kpome smoeo, pesyiomamol
AHanU3a NOKA3bIBAIOM, YMO €€ MOICHO OMHECmU K XOPOULO CIMPYKMYPUPOBAHHBIM IKOHOMUKAM, YCMOU-
YUBLIM K IKOHOMUYECKUM Kpuzucam. Ilpumensiemas memooono2us OCHOBAHA HA AHAIU3e meopemute-
CKUX, MAMeMAamu4ecKkux, CMmamucmu4yeckux U IKOHOMempuueckux pezyabmamos. Texywas paboma
8AJICHA, NOCKONLKY NO360JISIEM NOLYHUNb CPAGHUMENbHYIO XAPAKMEPUCIUKY YCMOUMUBOCTIU IKOHOMUKU
FBenapycu k nomenyuanvHomy QuHAHCO8OMY U IKOHOMUHECKOMY Kpusucy. dma paboma s61semcs 4a-
Ccmuio npoekma 0Jisk HeCKOJIbKUX CIPAH.

Knroueswle cnosa: oenescnviii yuxi, benapyco, UHOeKC 0eHeNHCHO20 YUKIA.

¥ Crates my6GnHKyeTCs B aBTOPCKOM PEIAKIIHH.
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Introduction. This paper studies the dynam-
ic of the economy, of Belarus, using the concept
of the cycle of money. The prior results of Lat-
via’s, Serbia’s, and Bulgaria’s results revealed
the behavior of these countries to a potential cri-
sis. Then, following similar logic, it is examined
the case of Belarus. The theoretical background
of the cycle of money supports that the dynamic
of an economy is based on the idea of the num-
ber of times that money is used in an economy.
An economy should be considered not as a
closed system, but as a system with fragments.
An economy with fragments means that the
economy interacts with other economies but
simultaneously protects its money. An amount
of money in many cases is getting out from an
economy to external banks, or other economies.
The mainstream is that the bigger companies and
the international companies in most cases are
saving their money to external banks and eco-
nomic heavens. Therefore, according to this the-
ory, the tax authorities should put an additional
tax on this kind of company to decline the losses
to the economy. Additionally, the smaller com-
panies and the freelancers should be taxed with
lower tax rates. Then, it would be plausible to
increase the dynamic of the economy. Also, the
factories, the know-how services of big compa-
nies, the health care system, and the educational
system comprise a special case for the economy,
as belong to those cases where the taxes improve
the quality of the economy. The factories and the
big know-how companies increase the cycle of
money, as they do not substitute the activities of
the small-medium companies and the freelanc-
ers. The educational and health care systems
improve the quality of the economy, making the
whole economy better. Therefore, this paper
sought to make clear how the concept of the cy-
cle of money, works in an actual case scenario
like this of the economic system of Belarus. The
index of the cycle of money suggests how an
economic system ought to counteract a monetary
crisis and examines how well-structured is a
country’s economy. The estimations of the index
of the cycle of money of Belarus are used for a
comparison with the global average index of the
cycle of money. The results reveal that Belarus
is close to the average global value and therefore
could face an economic crisis, as it is a well-
structured economy. The concept of the cycle of
money reveals that the taxes return to the econ-
omy, in the case of the education and the health
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care system (these are exclusions from the main-
stream where taxes support the economy). But,
the mainstream is that the tax authorities should
maintain the taxes to the lowest level. For small
and medium companies, the government should
protect them with very low taxes and contempo-
raneously should put greater taxes on the larger
companies. But, there is a type of big and inter-
national companies that should have low tax
rates, as these types of companies are not substi-
tuting the activities of smaller companies.

These types of big companies are factories
and technological know-how companies. Then,
the principal idea is to have a financial system,
with the best allocation of production. Larger
companies should not provide similar products
and services, like that of smaller companies, as
they can make investments in economic fields
that smaller companies cannot support. In that
way, an economic system achieves its best level.
Additionally, the idea of the cycle of money
shows that with the appropriate allocation of
production units and of taxes the money is cy-
cled inside the economy achieving the maximum
dynamic of the economy. This paper is about
Belarus s index of the cycle of money. The re-
search is based on an actual case scenario of a
country’s economic system. Therefore, the prin-
cipal hypothesis of this paper aims to estimate
the index of the cycle of money of Belarus and
to answer the question of its near the worldwide
general index of the cycle of money, according
to the simple index or the general index of the
cycle of money. The cycle of money of Belarus
should be close to the worldwide general index
of the cycle of money, to be able to counteract a
potential depression. The applied approach is
based totally on mathematical estimations from
the relevant theory. The results confirmed that
Belarus’s economic system is properly estab-
lished, as it follows the general international in-
dex of the cycle of money (the value of 0.5)
which represents the average global -case.
(Challoumis, 2018) The countries over 0.2 and
near to the value of 0.5 have an appropriate dis-
tribution of money to their financial system.
Consequently, Belarus’s economic system is
considered as well established, standing on the
results of this paper. The question about the way
that works the index of the cycle of money to the
case of Belarus is answered from the structure of
its economy and the way that distributed the
money to its economy. Besides, it needs some
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improvements to have an even better index cycle
of money. Therefore, Belarus should decrease
taxes for small and medium enterprises, to
achieve better reuse of money in the country’s
economic system, and to increase taxes to big
and international.

Literature Review. The cases of Latvia,
Serbia, and Bulgaria revealed that are above the
limit of 0.2 and in general close to the average
rate of 0.5, concluding that these countries can
counteract a potential crisis. The fix length prin-
ciple can enforce the cycle of money. The case
of Latvia presented the condition of the coun-
try’s economy and how to react to an economic
crisis, according to the index of the cycle of
money. These results are formed on the theoreti-
cal approach of the theory of the cycle of mon-
ey, where this theory presents that to an econo-
my the taxes return to the society, basically to
the case of the education and the health system.
But, the main rule is that the authorities should
keep the taxes as low as is plausible, for the me-
dium or small economic units (meaning any kind
of economic unit e.g. freelancers), and compa-
nies (Lerner, 1936; Mirman, 1971; Gihman et
al., 1972; Kushner, 1974; Wilson, 1986;
Wijnbergen, 1987; Zax, 1988; Meyer and
Rosenbaum, 2000; Feinschreiber, 2004; King,
2009; Ross, 2010; (ATO) et al., 2012; United
Nations, 2012; Ainsworth and Shact, 2014;
Nations, 2014; Boland, 2014; Ossa, 2014;
OECD, 2015, 2017; McKay, Nakamura and
Steinsson, 2016; Waworuntu and Hadisaputra,
2016; IMF, WB and WTO, 2017; Lindé and
Pescatori, 2019; Merle, Al-Gamrh and Ahsan,
2019; Caldara et al., 2020; Choi, Furusawa and
Ishikawa, 2020; Goswami and Purkayastha,
2020; Irawan, Kinanti and Suhendra, 2020). The
arm’s length principle is the principle where the
authorities use to apply the taxes to international
and to groups of companies. The arm’s length
principle is the method that the tax authorities to
estimate the tax obligations of the companies,
which participate in international transactions.
The authorities using the arm’s length principle
are tough to obtain the controlled transactions,
as the international companies offer similar data
with that of the uncontrolled transactions and
they are hiding with a purpose to avoid paying
taxes. Therefore, the government needs to apply
the fixed-length principle. The fixed-length
principle indicates that the companies of con-
trolled transactions manage transactions and
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achieve to avoid tax paying. Then, according to
the fixed-length principle, international compa-
nies should pay plus a fixed amount of tax (IMF,
et al., 2017). In that way, the cycle of money is
enhanced, because the larger companies general-
ly receive the money out the society and the
economy and save them to international banks.
Therefore, that money is lost from society,
diminishing consumption(Constantinos
Challoumis, 2018a, 2019¢, 2019b, 20191, 2019g,
2020a). Then, according to the fixed-length
principle, the local companies which save their
money to local banks should have lower tax
rates.

Concluding, the fixed-length principle serves
the theory of the cycle of money, where the
small and medium companies are paying lower
taxes than the larger companies, which substitute
their commercial activities. On the other hand,
the arm’s length principle estimates the taxes
standing on methodologies provided by the
companies that make international transactions.
In that way, the large companies cover the activ-
ities of the smaller companies. Finally, the main-
stream is that small and medium companies ro-
bust the distribution of money to a country’s
economy as usually they don’t save their money
out of the country’s economic system, and reuse
the money inside the economy(Constantinos
Challoumis, 2018c, 2019a, 2020d, 2021d).
Therefore, the money distributed inside the
economy many times increases the cycle of
money. The reason where the money increases
the cycle of money is obvious according to eq.
(4) of the general index of the cycle of money.
The last decision of 15 % minimum tax for the
international companies complies with the Fixed
Length Principle of the cycle of money; where
last years suggested an additional standard tax to
these companies as they don't reuse the money
to country’s economy, but they save them to tax
heaves and to international banks.

Methodology. The methodology applied for
the current study is presented below, being in the
same line with the presented theory. The calcu-
lations of the cycle of money are clarified by the
following mathematical types:

Cy =Cm — Cq 1)
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icy =Y % bd (3)

Cy coyntryls

Ycy country = or
y Y Cy AveragetCy coyntryrs

icy coyntryls

: : “4)
lcy Averagetlcy coyntryrs
Ycy Average =
Cy Average or lcy Average _
Cy AveragetCy Average icy Averageticy Average
0.5 &)

The c,, is the velocity of financial liquidity,
Cqis the velocity of escaped savings and ¢y is the
cycle of money. The i, is the index of the cycle
of money, Y is the national income or GDP, and
b;is the bank deposits of the country. In
addition, gy country Symbolizes the general
index of Cy of the country,
lcy coyntryrs OT Cy coyntryrs 18 the index of ¢, of
the country, and icy average O7 €y average 18 the
global index of icy- Finally, Jey Average is the
general global index of ¢y, and is obtained as a
global constant (Constantinos Challoumis,
2021g, 2021a, 20211, 2021c, 2021e, 2021b).

Therefore, the main hypothesis is to establish
the connection between the index of global
average c,,, the bank deposits and the GDP per
capita, with an econometric approach. Then is
confirmed the initial hypothesis that the cycle of
money of Belarus is close to the global average
index of the cycle of money. The eq. (4) and (5)
mean that an economy close to the value of 0.5
can face immediately an economic crisis.
Results close to this value represent an
appropriate index of the cycle of money,
revealing an adequate economic structure of the
society and then the fine distribution of money
between the citizens - consumers. Equation (1)
is the term of the cycle of money which used to
define the ¢y coyntryrs and Cy aperage Of €9. (2).
The cycle of money to a quantity value is
expressed by GDP, basically is an expression of

3(GDP) d(GDP) ~

A(S+1+X) T AN Then, ¢, =
_ 9(GDP)

d(GDP) = - S dS+1+X) _

M ! ! .

3(SI+1r+M) d(S"+TI'+ M). Then, S is the

savings, | is the investments and X is the
exports. Then, S’, is about the savings which are
oriented to banks out of the country’s economy,
I’, is about the investments which oriented to
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banks out of the country’s economy, and M are
the imports. Therefore, the cycle of money
expresses the GDP as the following one:
Y=Sr+;+X—-M)orY=(5-S5")+

-1+ X—-M)orY =4S+ Al + (X — M).
Theoretically, for the lost money from the

economies, the problem of controlled
transactions could be administrated, if an
organization could identify the money
transitions between the economies, by a
comparison of the global economies, by AS, Al,
and (X-M).
Therefore, Cytotal = Z?=1 pr Cyit =

o S d(S + 14 X) —

a(GDP)

s s 46 1+ M. But, because data

from an organization for these activities don’t
exist follows the application of the index of the
cycle of money (Constantinos Challoumis,
2018e, 2018d, 2018b, 2018f, 2019d, 2020b,
2020c). The cycle of money is an expression of
the minus between the differential equations of
the volume of money that is used in an economy
and the volume of money that are lost from the
economy. This is the reason why the theory of
the cycle of money supports the higher tax of
companies that make controlled transactions and
the bigger companies because with that way the
smaller companies are using an amount of
money multiple times. An exemption is for the
high technology companies and the factories,
where their activities cannot substitute by
smaller companies.

Results. Standing on the prior methodology
extracted the following results. This table in-
cludes the parameters of bank deposits, GDPs,
and the indexes of the cycle of money. This sec-
tion reveals the dependence of Belarus’s index
of the cycle of money using the bank deposits of
Belarus’s economy and the GDP per capita of
Belarus’s economy. The bank deposits of the
global average case and the global GDP per cap-
ita are used for the comparison of Belarus’s
economy, its GDP, and the country’s bank de-
posits.

The same conclusions come up and from an
econometric point of view, with the dependent
variable to be the index of the cycle of money
(Table 1).

To the prior table, the values with two aster-
isks symbolize the cases that the coefficients are
below the 0.05 significant level, and according-
ly, the three asterisks are the case of 0.01 signif-
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icant level. The indexes reveal Belarus’s distri-
bution of money and the form of its economic
structure (see Table 2). The first three rows of
the table reveal that the p-value is important,
therefore the initial hypothesis was rejected and
the model is accurate. Pursue to those estima-
tions and the theoretical background is deter-
mined the condition of the economic structure of
the country and if Belarus belongs to the very
good economies. Should be mentioned that is
used the period of 2012 -2017. It is selected that
period as was critical for E.U. as many econom-
ic formations happened, especially for countries
with high debts; affecting and other economies.
According to these results, it's plausible to clari-
fy the condition of the cycle of money in Bela-
Tus.

Should be noticed that Bank deposits are
used as a percentage of GDP because in that way
it is plausible to extract conclusions, about the
whole economy per GDP and to make compari-
sons easier with other countries. Belarus’s bank
deposits.

To figure 1 presents the situation of bank de-
posits of Belarus’s financial system, as a percent
of GDP, for the period from 2012 to 2017. In
addition, the next scheme presented the GDPs of
Belarus.

Figure 2 presents the condition of the GDPs
of Belarus’s economy for the period from 2012
to 2017. Also, the next scheme presents the
GDPs of Belarus, for the same period.

According to prior results, the index of Bela-
rus’s ¢y, is 2,961,364.11 $

We obtain from the prior results that:

The index of global average ¢, is
5,509,172.04 $

Calculating the general index of the cycle of
money for the case of Belarus and of global
view we have that:

—  The general index of ¢, for Belarus is

dcy country = 0.35
—  The general index of c,, of global view

1S ey Average = 0.5

Table 1. — Belarus’s OLS regression analysis (Source: author’s compilation)

Variable Coefficient std. error p-value
Constant —535650 31124.0 0.0034 ***
Belarus’s bank deposits 18712.9 195.982 0.0001 ***
Belarus’s GDP per capita 30.6000 1.90141 0.0038 ***
Global index of the cycle of money —0.0405437 0.0165628 0.1341

Table 2. — Belarus’s index of the cycle of money (Source: Globaleconomy.com and author’s compilation)

Bgnk Depos- Bapk De- Global Belarus’s | Index of Glob-
its Global posits Bela- Index of
Year GDP per GDP per al Average C, ,
Average per | rus per GDP Capita ($) | Capita () ) Belarus’s Cy (§)
GDP (%) (%) P P
2012 52.48 21.99 16,653.01 | 18.576.73 873,949.96 408,502.29
2013 53.96 23.54 17,266.62 | 18,760.16 931,706.82 441,614.17
2014 55.81 24.35 17,159.02 | 19,066.89 957,644.91 464,278.77
2015 59.38 28.47 15,295.71 | 18,307.52 908,259.26 521,215.09
2016 60.77 31.83 15,330.03 | 17,822.61 931,605.92 567,293.68
2017 60.07 30.55 15,082.49 | 18,280.20 906,005.17 558,460.11
RESULTS 5,509,172.04 2,961,364.11
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Figure 1. — Belarus’s bank deposits (Source: Globaleconomy.com)
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Figure 2. — Belarus’s GDPs per capita (Source: Globaleconomy.com)

Therefore, it is concluded that Belarus’s
index cycle of money is close to the global
average cycle of money. Then, the dynamic of
Belarus’s economy complies with the global
average and its structure is near to the initial
hypothesis. Then we receive the next scheme:

Based on the prior scheme, it is concluded
that the index of the cycle of money of Belarus’s
economy is close to the global average of the
index of the cycle of money, which is 0.5 (con-
sidered as a global constant). Belarus’s index of
the cycle of money is 0.35. Countries over 0.2
can face an economic crisis. As higher is their
index, then faster can return to their prior condi-
tion. The countries that are near 0.5 have a well-
structured economy - standing on eq. (5), ac-
cording to the theoretical background of the cy-
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cle of money. This conclusion means that the
economic structure of Belarus has a medium
distribution of money to its economy. Besides,
Belarus could proceed to more reforms, as the
international and the bigger companies still sub-
stitute the local medium and small enterprises.
The authorities should apply the fixed-length
principle, then higher taxes should be put on the
bigger companies. In that way, the distribution
of money inside the economy will be increased,
and social welfare will be boosted. The govern-
ment should protect more the small and medium
enterprises to avoid losing money from transac-
tions of bigger companies.

The general index of the cycle of money ap-
pears to the following figure.
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Figure 3. — Graph of the index of the cycle of money (Source: author’s compilation)
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Figure 4. — The cycle of money indexes (Source: author’s compilation)

The prior scheme has presented the combina-
tion of the index of the cycle of money with the
case of the general index of the cycle of money.
It is represented the affiliation between the glob-
al average indexes and Belarus’s index. Belarus
is part of the countries which are close to the
global average index of the cycle of money, both
for the simple index and general index.

Discussion. The interpretation of the current
results is that Belarus’s financial system belongs
to the medium level of the cycle of money, then
there has a medium dynamic. But, Belarus’s
economy could be improved more. Then, the
structure of the economy may be improved, with
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decreased taxes to the small and medium com-
panies, and an increase of taxes to the bigger
companies. In addition, the bigger companies
have to provide economic activities that smaller
businesses can’t support, then the authorities
ought to imply low taxes to know-how compa-
nies and factories. Consequently, big companies
must no longer replace smaller businesses' activ-
ities. The investments of a country are boosted
by the increase in the distribution of money. A
country with a well-based economic system is a
country with a good cycle of money and there-
fore it can face an economic crisis. Belarus’s
economic system is close to the index of com-
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mon GDP per capita (meaning the value of 0.5),
from 2012 to 2017 using the index of average
GDP per capita. The branches of international
banks if are included in the system of the econ-
omy are considered as part of this economy, then
as international banks are considered the banks
which keep the money outside the economic
system of each economy (meaning especially
banks of tax heavens or international banks
which keep money out of the economies as part
of black money and huge amounts of money that
will not return to the countries’ economies).
Moreover, if a country has a low rate of bank
deposits per GDP, but comply with the theory of
the cycle of money, then it is obvious that there
is a problem with black money. The black mon-
ey increases the cycle of money as in some way
is reused to the economy but decreases the cycle
of money if is deposited outside the economy.
So, black money belongs to the grey area, for the
economy. But, in any case, the index of the cy-
cle of money reveals if the economy has black
money. In addition, the tax policy if it is not able
to identify the bigger companies from the small-
er companies, means that has a bureaucratic
problem, as these identifications should be di-
rectly visible for government’s data.

The cycle of money supports the free compe-
tition and the tax policy of Fixed Length Princi-
ple between the economies, and according to
them shows the directions that should be fol-
lowed to the economy is that companies with big
capital should be invested in factories and com-
panies of high technological products, not to
substitute products and services that can offer
smaller companies. Small and medium enter-
prises are the most accurate and quick way to
develop the private sector to a country, making
wider the tax bureau minimizing with that way
the taxes.

Conclusion. According to the outcomes of
the table, Belarus is close to the worldwide aver-
age index of the cycle of money. From figure 2
and figure 3 the index of the cycle of money is
revealed Belarus’s distribution of money is to a
medium rate. The cycle of money of the country
permits a very good distribution of money. The
losses of the local banks are to a medium degree.
But, the country’s economy could be better due
to the fact an amount of money is excluded from
the local financial system by worldwide transac-
tions (see table 2). The current model complies
with the initial assumption, showing the distribu-
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tion of money to Belarus’s economy. Belarus’s
economic system tends in the last years to have
the same reuse of money inside the financial
system as in the past, as tends to have the same
characteristics as a financial system that com-
plies with the idea of the cycle of money. Bela-
rus’s financial dynamic is close to the worldwide
average cycle of money, as the value is 0.35
shows that Belarus’s economy tends to have a
good distribution of money. Finally, the shadow
market is not a problem according to the theory
of the cycle of money, as critical is to keep the
money to a country’s economy and not move
them outside it. If money stays in an economy,
then it is a matter of time to be taxed or by direct
or indirect tax. Then, for this reason, interna-
tional and big companies should be taxed higher
than smaller companies, as they substitute their
activities and save their money outside the econ-
omy. On the contrary, smaller companies use
and reuse their money to the economy and save
them to local banks, increasing the cycle of
money.
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