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resources   and   the   harness ing  of hydro-e lec t r ica l   and   nuc lear  power. How- 
ever ,   because of the   subs tan t ia l   sav ings   in   domest ic   energy   consumpt ion  
Over t h e  last  two years ,   the   investment   program  has   been  scaled down. 1/ 
In   the  development  of  domestic raw materials, t h e r e  w i l l  be  continued 
emphasis   on  the  pr imary  phases   of   ferrous  and  nonferrous metals, some 
nonmeta l l ic   p roducts ,   and   cer ta in   bas ic   chemica ls .  The rev ised  Medium- 
Term Plan i s  cha rac t e r i zed  by some na r rowing   o f   p r io r i t i e s   i n so fa r  as 
investment   in   the  development  of petrochemicals  and  investment of c e r t a i n  
product ion  mater ia ls   such as cement w i l l  not   be   undertaken.   Shipbui lding 
and the   p roduc t ion  of capi ta l  equipment are d e s i g n a t e d   a s   p r i o r i t y  see- 
to r s   and  are expected  to  improve  their   export   performance  over  the  plan 
p e r i o d .   I n   t h e   a g r i c u l t u r a l   s e c t o r ,   p r i o r i t y  i s  being  given  to   crop 
and  l ivestock  product ion.  In  t h e   t r a n s p o r t a t i o n   s e c t o r   a t t e n t i o n  i s  
being  focused  on  modernizing  the  railway  system  and some a d d i t i o n a l  
highway cons t ruc t ion .  

- 

For   l a rge   i nves tmen t   p ro j ec t s ,   e spec ia l ly   t hose   i n   t he   ene rgy   s ec to r  
and i n   t h e   i r o n   a n d  steel indus t r i e s ,   t he   poo l ing   o f   cc lp i t a l   r e sources  
a c r o s s   r e p u b l i c s  and provinces  i s  being  s t rongly  encourzged.  With 
respect t o   p o l i c i e s   t o   r e d u c e   d i s p a r i t i e s   b e t w e e n   t h e  mere developed 
reg ions  (MDRs) and less developed  regions (LDRs) of   Yugoslavia ,   in ter-  
r e g i o n a l   r e s o u r c e   t r a n s f e r s   v i a  a f e d e r a l   f u n d  w i l l  con t inue   t o   p l ay  a n  
impor tan t   ro le .  Over t h e   p l a n   p e r i o d ,   t h e  MDRs are t o   c o n t r i b u t e  
1.83  per  cent of t h e i r   s o c i a l   p r o d u c t   t o   t h e s e  t 1 r s f e r s ;   t h e  least  
developed  region,  the  autonomous  province of K (. will be s p e c i a l l y  
f a v o r e d   i n   t h e   a l l o c a t i o n s .  A n o v e l   f e a t u r e  ' lew Plan i s  tha t   up  
t o  50 per   cen t  of t h e   r e s o u r c e s   t r a n s f e r r e d  t i ede ra l   fund   can  be 
used   fo r   t he   f i nanc ing   o f   j o in t   ven tu res  betweer1 Lhe MDRs and  the LDRs, 
t o  be l o c a t e d   i n   t h e  LDRs. I n   o r d e r   t o   h e l p   a l l e v i a t e   t h e   r e l a t i v e l y  
h i g h   l e v e l s  of unemployment i n   t h e  LDRs, i t  is p lanned   to   increase   cap i -  
t a l  format ion   in   the   deve lopment  of l o c a l  raw materials, e s p e c i a l l y  
c o a l ,   a n d   i n   l a b o r - i n t e n s i v e   p r o j e c t s  a t  a f a s t e r  rate t h a n   i n   o t h e r  
reg ions .  

Information on r ecen t   s tock  movements i s  incomplete.  Using par t ia l  
d a t a ,  no clear t r end   can   be   d i sce rned   i n   i nves tmen t   i n   i nven to r i e s   du r ing  
1980. However, o v e r   t h e  las t  y e a r   t h e r e  seems to  have  been a marked 
i n c r e a s e   i n   t h e   l e v e l  of s t o c k s   i n   t h e   i n d u s t r i a l   s e c t o r ,  as production 
r e c o r d e d   s i z a b l e   g a i n s   i n   t h e   f a c e  of d e c l i n i n g  real domestic  expendi- 
t u r e s .  By October  1981  the volume of s tocks  of finished  goods  and raw 
materials i n   t h e   i n d u s t r i a l   s e c t o r  were 8 t o  9 p e r  cent above   t he i r   l eve l  
of a year  earlier.  I n   r e c e n t  months s tocks   appea r   t o   have   i nc reased  a t  
a n  even f a s t e r  rate, 

b,   Pr ivate   and  publ ic   consumption 

Private  consumption,  which i s  t h e   l a r g e s t   d o m e s t i c  demand component, 
r o s e   i n  real terms a t  an annual   average rate of 5 . 6  per   cen t   ove r   t he  
years  1970-79. The rapid  growth of personal  incomes i n  t h e   s o c i a l i z e d  

1/ Whereas the   o r ig ina l   P l an   env i saged   c rude   o i l   impor t s  of 14 m i l -  
li& tons  i n  1985, it is  now e x p e c t e d   t o  be closer t o   1 2   m i l l i o n   t o n s .  
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sec to r ,   i n   pe r t i cu la r ,   t oge the r   w i th   subs t an t i a l   i nc reases   i n   househo ld  
r e c e i p t s  from t ransfer   paynents   and   remi t tances  from  Yugoslav  workers 
abroad ,   l a rge ly   accounted   for   the   s t rong  upward t r e n d   i n   p r i v a t e  consump- 
t i on .   Beg inn ing   i n   1979   and   i n t ens i f i ed   i n   1980  and  1981,   the  authori-  
t i e s  took   measures   to   res t ra in   the   g rowth  of personal  incomes (see below, 
pp. 20-21). These  measures in   conjunct ion  with  higher- than-expected 
rates of i n f l a t i o n   l e d   t o  a sha rp   dece le ra t ion   i n   t he   g rowth  of real  
personal  incomes,  that   in  1980  and  1981 was manifested by s i g n i f i c a n t  
d e c l i n e s   i n  r ea l  personal  inccjmes. In  response  to  these  developments 
t h e   i n c r e a s e  i n  real  personal  consumption was h a l t e d   i n  1980 and i n  1981 
i t  declined  by 1 per   cent .  The f a l l s  i n  real  private  consumption would 
have  been much g r e a t e r   i n   t h e   e a r l y   1 9 8 0 s   i f   h o u s e h o l d   r e c e i p t s  had not 
been  boosted  by  continued rises i n  workers '   remit tances  fro13 overseas .  
I n   a d d i t i o n ,   t h e  rise i n   d o m e s t i c   w e a l t h   a r i s i n g   f r o m   t h e   i n c r e a s e   i n   t h e  
dinar   value  of   widely  held  foreign  exchange  deposi ts ,  1/ r e s u l t i n g  from 
the   cons ide rab le   dep rec i a t ion  of t h e   d i n a r   i n   1 9 8 0  and-1981 probably 
made households less r e l u c t a n t  t o  u s e   t h e i r   s a v i n g s  t o  f inance   domest ic  
spending . 

Public  consumption  expenditures rose very  rapidly  over   the  1970s  and 
con t r ibu ted   t o   domes t i c  resource s t r a i n s .  A s  part of the   economic   s tab i l -  
i z a t i o n   e f f o r t s   i n   1 9 8 0  and  1981,  current  expenditures of the   pub l i c  
s e c t o r  were re s t r a ined .   In   1981   t he   con t r ibu t ion  rates l ev ied  on  incomes 
of   workers   and  enterpr ises   for   f inancing  general  and c o l l e c t i v e  consump- 
t i o n  were reduced  and  there was a r e s u l t a n t  downward ad jus tmen t   i n   ou t l ays  
for   these   purposes .   In   the   event ,  real  publ ic   consunpt ion   rose  by on ly  
1.6  per  cent i n  1980  and f e l l  by 0.8 p e r   c e n t   i n   1 9 8 1 ,   a f t e r   r i s i n g   a t   a n  
annual rate of 6.9 per  cent  over  the  period  1976  to  1979. It should  be 
noted  that   the   publ ic   consumption  f igures   in   Yugoslav  nat ional   accounts  
comprise  only nonwage expendi tures  of t he   pub l i c   s ec to r .   I f   pe r sona l  
incone payments i n   t h e   p u b l i c   s e c t o r  were i n c l u d e d   i n   p u b l i c  consump- 
t i o n ,   t h e   f a l l s   i n   t h i s   a g g r e g a t e   i n   r e a l  terms i n  1980  and  1981  would 
be much greater   because of t h e   v e r y   s h a r p   d e c l i n e s   i n  real wages  of 
publ ic   sector   employees.  

3.  output  

There  has  been a c o n s i d e r a b l e   d e c e l e r a t i o n   i n   t h e   o u t p u t  of most 
product ive sectors i n   t h e   e a r l y  1980s.  Although t h e  growth  of i n d u s t r i a l  
p roduc t ion   has   been   subs t an t i a l ly   r educed   t o   an   annua l  rate of about 
4.0 t o  4.5 p e r   c e n t ,   t h e   i n d u s t r i a l   s e c t o r   h a s   c o n t i n u e d  to be  one  of 
t h e  most dynamic areas of t h e  economy (Table 3 ) .  With the   sharp   cu tback  
i n   f i x e d   c a p i t a l   f o r m a t i o n ,   a c t i v i t y   i n   t h e   c o n s t r u c t i o n   s e c t o r   h a s   b e e n  
a d v e r s e l y   a f f e c t e d ,   e s p e c i a l l y   i n   1 9 8 1  when real  value  added f e l l  by 
8.0 per cen t .   Ou tpu t   f rom  the   ag r i cu l tu ra l   s ec to r   i n   1980   and   1981  was 
p a r t i c u l a r l y   d i s a p p o i n t i n g  and well below p l a n   t a r g e t s .   I n   g e n e r a l ,  
production  from  the  services  sectors  have  slowed down i n   l i n e   w i t h   t h e  
s l a c k e n i n g   i n   o v e r a l l   r e a l  economic a c t i v i t y .  

1/ A t  t he  end of October  1981  foreign  exchange  deposits  held by ind i -  
v i x u a l s  amounted to  Din  279 b i l l i o n   ( a b o u t  $7.2 b i l l i o n )  and were estl- 
mated to  be equivalent t o  56 per   cen t  of the   quasi-monetary  deposi ts   of  
the   house   ho ld   sec tor  . 
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The d e c l i n e   i n   i n t e r n a t i o n a l   f r e i g h t   t r a n s p o r t a t i o n  and  the  lower 
volume of r i v e r  transit t r ade   caused   t he   ou tpu t   f rom  the   t r anspor t  and 
communicat ions  sector   to  rise by 3 per c e n t  i n  1981  compared  with a 
planned  increase of 4 per   cen t .   In   1982  t ranspor ta t ion   ou tput  i s  pro- 
j e c t e d   t o  rise by 2.5 p e r  c e n t .   P o l i c i e s   f o r   t h i s   s e c t o r  aim a t  decreas- 
i n g   t h e   s h a r e  of r o a d   t r a n s p o r t a t i o n   r e l a t i v e   t o   t h a t  of ra i lway  t rans-  
por ta t ion   and   ra t iona l iz ing   the   use   o f   road   vehic les .  

Wi th in   t he   t r ade   and   ca t e r ing   s ec to r   t he re  were diverse   develop-  
ments i n  1981, with re tai l  t r a d e  and c g t e r i n g   o u t p u t   d e c l i n i n g .  While 
domestic  tourism  rose a t  a lower ra te  than  planned,   forelgn  tourism 
was higher   than  expected  and was a ma jo r   f ac to r   con t r ibu t ing   t o   t he  
3.5 p e r  c e n t   i n c r e a s e   i n   t h e   o u t p u t  of t he   s ec to r .   Overn igh t   s t ays  
by f o r e i g n e r s   i n c r e a s e d  by 7 per c e n t   i n  1981. In 1982  the  output  of 
t h e   t r a d e  and c a t e r i n g   s e c t o r  i s  expec ted   t o   r i s e  by 3 . 0  p e r  cent ,   wi th  
t h e  volume of f o r e i g n   t o u r i s n   p r o j e c t e d   t o  rise by 5 p e r  cent. 

Output  growth i n   t h e   p r i v a t e  small-scale and s e r v i c e s   s e c t o r s   h a s  
been  slow. Private s e c t o r   s e r v i c e s   o u t p u t  i s  es t imated   to   have   increased  
by 3 p e r   c e n t   i n   1 9 8 1 ,  compared w i t h   t h e   p r o j e c t e d   t a r g e t  of 5.2 p e r  
c e n t .  It is t h e   p o l i c y  of t h e  Government to  encourage  the  growth of t h e  
p r i v a t e   s e c t o r  1/ so as t o  create 100,r)nO t o  l50,OOO j obs   ove r   t he   p l an  
period. It  w a s n o t e d   t h a t   t h e   r e c e n t   d e c l i n e  3.n t h e   s t a n d a r d   o f   l i v i n g  
had encouraged  the  growth  of  the  underground economy,  which  had become 
q u i t e   c o m p e t i t i v e   w i t h   t h e   l e g i t i m a t e   p r i v a t e   s e c t o r .  

4 .  Employment 

While there   has   been a f a l l   i n   t h e  r a t e  of  growth  of  employment i n  
the   ea r ly   1980s ,   t he   dec l ine   has   no t   co r re sponded   t o   t he   dece le ra t ion   i n  
t h e  rate of growth  of   product ion.   After   r is ing a t  an  annual  average rate 
of 4 per   cen t  i n  the   1970s ,   the  ra te  of growth  of  employment i n   t h e  
s o c i a l i z e d   s e c t o r   f e l l   t o  3 .2  p e r   c e n t   i n  1980 and t o  2.4 p e r   c e n t   i n  
t h e   f i r s t   e i g h t  months  of  1981  (Tables 7 and 8). In 1981  the  decelera-  
t i o n   i n  employment  growth  appears to   have  been most  pronounced 
i n   t h e   c o n s t r u c t i o n   a n d   t r a n s p o r t a t i o n   s e c t o r s   a n d   i n   f i n a n c i a l  i n s t i -  
t u t i o n s ,   w h i l e  employment i n  catering and   tour i sm  recorded   the   fas tes t  
growth  (Table 8). Employment i n   p r i v a t e   s e c t o r   s e r v i c e s  i s  e s t i m a t e d   t o  
have expanded a t  a rate of about 2 p e r   c e n t   p e r  annum o v e r   t h e  las t  two 
years.  The growth  of  employment i n   t h e   s o c i a l i z e d   s e c t o r   h a s   b e e n   j u s t  
s u f f i c i e n t   i n   t h e  las t  two y e a r s   t o   h a l t   t h e   r a p i d l y   r i s i n g   t r a n d   i n   t h e  
number of persons  unemployed. While t h e  ne t  r e f low of  Yugoslav  workers 
f rom  abroad   has   l eve led   o f f ,   the   popula t ion  of working  age  has  increased 
a t  an  average ra te  of 1.1 p e r   c e n t   i n   r e c e n t  years, and  the  urban  labor  
force  has   been  boosted  by  the  s teady  f low  (around 2 t o  3 per cen t  per 
annum) o f   pe r sons   f rom  the   p r iva t e   ag r i cu l tu ra l   s ec to r  and  by r e c e n t  

1/ While unde r   p rev ious   l eg i s l a t ion  employment i n  a p r i v a t e  estab- 
l i y h n e n t  was l i m i t e d   t o   f i v e  persons, the  present   Associated  Labor  Act 
does   no t   spec i fy  a ,maximum. 
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i n c r e a s e s   i n   t h e   f e m a l e  work p a r t i c i p a t i o n   r a t e .  As a r e s u l t ,   t h e  number 
o f   r e g i s t e r e d   j o b   s e e k e r s  showed modest i n c r e a s e s   i n  1980 and  1981,  and 
i n   t h e   f i r s t   s e v e n   m n t h s   o f   1 9 8 1   a v e r a g e d  800,000 persons .  The number 
o f   r e g i s t e r e d   j o b   s e e k e r s   t e n d s   t o   o v e r s t a t e   t h e  number of p e r s o n s   r e a l l y  
unemployed,  which was e s t i m a t e d   t o  be  about 20 p e r   c e n t   l e e s   t h a n   c h e  
number  of r e g i s t e r e d  job see!cers. - 1/ 

With respect t o  t h e  c h a r a c t e r i s t i c s  of r e g i s t e r e d   j o b   s e e k e r s ,  
5 5  p e r  c e n t  of t h i s  group were below the   age   o f  25 y e a r s ,   w h i l e  60 p e r  
c e n t  were l i s t e d  on t h e  r e g i s t e r   f o r   t h e   f i r s t  time. An i n c r e a s i n g  num- 
ber of t h e  r e g i s t e r e d   p e r s o n s  had secondary   s choo l   educa t ion   o r   above  
( the   p ropor t ion   doub led   be tween  1970 a n d   1 9 8 0   t o  26 per c e n t ) .  To d e a l  
w i t h   t h e  l a t t e r  p r o b l e m   e f f o r t s  sere be ing   -de   t o   ad jus t   educa t iona l  
t r a i n i n g  mrc c l o s e l y   t o   t h e  manpower r equ i r emen t s  of the  Yugoslav 
e conmy.  

There a r e  marked v a r i a t i o n s   i n   t h e   d e g r e e  of unemployment  and  under- 
employmen t   be tween   d i f f e ren t   r eg ions   In   Yugos lav ia   t ha t  in p a r t   r e f l e c t  
d i f f e r e n c e s   i n  the stage of  development of Y u g o s l a v i a ' s   c o n s t i t u e n t  
r e p u b l i c s   a n d   p r o v i n c e s .   R e g i o n a l   d i s p a r i t i e s   b e t - e n   l e v e l s  of employ- 
ment  were  reduced  durlng  the  1970s by t h e   r e l a t i v e l y   f a s t e r   g r o w t h  of 
s o c i a l   s e c t o r  employment in t h e  less developed  regions.   However,  
r e g i o n a l   i m b a l a n c e s   i n  employment  and  underemployment  remain a deeply  
r o o t e d   s t r u c t u r a l   p r o b l e m ,   w i t h   t h e  rates of unemployment i n  Macedonia 
and i n   t h e   d u t o n m o u s   p r o v i n c e  of Kosovo e s t i m a t e d   t o  be o v e r  20 per 
cerlt.  The problem  of   absorb ing   unemployed   persons   in   the  LDRs i n t o   t h e  
l a b o r   f o r c e  i s  compounded by t h e   h i g h  rate of i n c r e a s e  of t h e   n a t u r a l  
l a b o r   f o r c e ;   i n  Kosovo t h e   a v a i l a b l e   l a b o r   f o r c e  i s  e s t i m a t e d   t o   h a v e  
grown a t  an   annual   average  rate of 2.8 p e r  c e n t   o v e r   t h e   y e a r s   1 9 7 6   t o  
1980 

For   1982  and  the  remainder  of the   p lan   per iod ,   employment  in t h e  
s o c i a l i z e d  sector i s  p r o j e c t e d   t o  rise a t  an   annua l   ave rage  rate of 
2.0 to  2.5 per c e n t .  Employment i n   t h e   s o c i a l i z e d   s e c t o r  wzs projected 
t o  rise by 740,000 p e r s o n s   o v e r   t h e   p l a n  period, while t h e   p r i v a t e  non- 
a g r i c u l t u r a l  sector was expec ted   to   employ  a t  least a n o t h e r  100,000 
persons .   Ef for t s   were   be ing  made t o  keep younger people i n   t h e   a g r i c u l -  
t u r a l  s e c t o r  and i n t r o d u c e  them t o   f a r m i n g   a c t i v i t i e s ,   s i n c e   t h e   1 9 8 1  
a g r i c u l t u r a l   c e n s u s  had r e v e a l e d   t h a t   o v e r  one m i l l i o n   p e r s o n s   i n   t h e  
sector were ove r  55 y e a r s  of age. W i t h   r e s w c t   t o   r e g i o n a l   d e v e l o p m e n t  
policy,  t h e   r e p u b l i c a n   a n d   p r o v i n c t a l  medium-term p l a n s   p r o j e c t   o u t p u t  
and  employment i n   t h e  LDRs t o  rise at much faster rates than   the   Yugos lav  

1/ The  Yugoslav a u t h o r i t i e s   s a i d   t h a t  i t  was q u i t e   d i f f i c u l t  to ca l cu -  
1aTe t h e  rate of  unemployment as r e g i s t e r e d   j o b   s e e k e r e   i n c l u d e d   s t u d e n t s  
s e e k i n g   e m p l o y e n t ,   l a n d o w n e r s   d e s i r i n g  t o  move t o   t h e   s o c i a l i z e d  sector, 
employed  per'dons s e e k i n g   b e t t e r   j o b s ,   a n d   a n   i n c r e a s i n g  number of house- 
w ives   l ook i rg  for part-time  employment. By t he   midd le  of  1982 i t  is 
e x p e c t e d   t h d t   t b e   r e s u l t s  of a comprehensive  labor  Burvey will be a v a i l -  
ab le ,   whic t  wovld prov ide  a better I n d i c a t i o n  of the  number of persons 
genuine ly   wemployed .  
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11. P r i c e s  and  Incomes 

The  Yugoslav economy exper ienced   increases  uf domes t i c   p r i ces  and 
incomes well i n t o   d o u b l e   d i g i t s   p e r   c e n t   f o r  most  of t he   1970s .   In   t he  
t e n   y e a r s  from  1970 to   1980  consumer p r i ces   i nc reased  a t  an  annual  aver- 
age rate of  18.6 per c e n t  while personal  incomes  rose a t  an  annual  ra te  
of 19.7  per   cent .   In  common wi th   mos t   o the r   coun t r i e s   and   i n   l i ne   w i th  
developments i n  world o i l  and  commodity p r i c e s ,   d o m e s t i c   p r i c e   i n c r e a s e s  
a c c e l e r a t e d   i n   t h e   y e a r s   1 9 7 3   t o   1 9 7 5 ,   a b a t e d   i n   t h e   y e a r s   1 9 7 6   t o   1 9 7 8 ,  
and   resurged   in   the   years   1979  and   1980  (Char t  1). However, whereas   the 
12-monthly r a t e  of in f l a t ion   node ra t ed   i n   mos t   European   coun t r i e s  from 
the  second quarter of 1980  onward, in Yugos lav ia   i n f l a t iona ry   p re s su res  
recorded a s t rong  rise, a t  least  up to   the  middle   months  of   1981 
(Chart  2) .  

It is d i f f i c u l t   t o   d i s e n t a n g l e   t h e  basic causes   o f   t hese   i n f l a t ion -  
a ry   p re s su res   i n   t he   1970s   s ince   i n f l a t ion   occu r red   i n   an   env i ronmen t  
cha rac t e r i zed  by r a p i d   i n c r e a s e s   i n  bank c r e d i t  and t h e  money supply,  
by t h e   p e r s i s t e n c e  of excess domest ic  demand,  and by s t r o n g  rises i n  
u n i t   l a b o r   c o s t s .  Also, i n   t h e   p e r i o d   u p   t o   t h e   i n t r o d u c t i o n   o f  s tr icter 
p r i c e  limits in   June   1981,   the   p r ice   sys tem  conta ined  much f l e x i b l e  
a d m i n i s t r a t i v e   p r i c i n g  whereby c o s t  and demand f a c t o r s   c o u l d  be  used t o  
j u s t i f y   i n c r e a s e s   i n  prices. Also,   g iven that  p r i c e s  of i n d u s t r i a l  
goods  tended  to   be  based  on  the  cost   markup  pr inciple ,   s t rong rises i n  
u n i t   l a b o r   c o s t s  were given ample  scope  for   impart ing  an  inf la t ionary 
b ias   in to   the   Yugos lav   sys tem,  while the   degree  of markups  above  cost 
c o u l d   r e f l e c t   t h e   i n t e n s i t y   o f  demand, price r e g u l a t i o n s ,   a n d   t h e   a b i l -  
i t y   o f   e n t e r p r i s e s   t o  improve t h e i r   f i n a n c i a l   p o s i t i o n .  

There was a s h a r p   a c c e l e r a t i o n   i n   i n c r e a s e s   i n  prices and  incomes i n  
the   s econd   ha l f   o f   1980   and   i n   t he   ea r ly  months  of  1981.  The  12-monthly 
rate of i nc rease  of t he  re ta i l  pr ice   index   rose   f rom 28 per c e n t   i n   J u n e  
1980   t o  39 p e r   c e n t   i n  December 1980  and   fur ther   to  a peak of   52  per  
c e n t   i n  May 1981.  Other  domestic prices and  nominal  personal  incomes 
showed a s i m i l a r   p a t t e r n  o f   deve lopmen t ,   w i th   t he   yea r ly   i nc rease   i n   ne t  
pe r sona l   i ncomes   i n   t he   soc i a l i zed   s ec to r   peak ing  st 34 per c e n t   i n   t h e  
second   qua r t e r  o f   1981 .   In   June   1981   t he   au tho r i t i e s   i n t roduced  s t r ic ter  
limits on p i c e  i n c r e a s e s  so as t o   c o n t a i n   i n c r e a s e s   i n   p r i c e s   o f   g o o d s  
a n d   s e r v i c e s   t o  7 p e r   c e n t  and 5 p e r   c e n t ,   r e s p e c t i v e l y ,   f o r   t h e   r e m a i n d e r  
of   the   year .   Al though  the   p r ice  targets for   the   second  ha l f   o f   1981 
were exceeded ,   the   p r ice  limits in   con junc t ion   w i th   con t inued  demand and 
incomes r e s t r a i n t s   h e l p e d   m o d e r a t e   i n f l a t i o n a r y   p r e s s u r e s .  A t  the   end 
of  1981,  the  12-monthly rates o f   i n c r e a s e   i n   t h e  re ta i l  p r i c e  and t h e  
j n d u n t r i a l  producer prjc,e indices -re per cent and 35 per cen t :  
r e spec t ive ly   (Tab le   9 )  . 
1. Price  developments   in   1980  and  1981 

The rate of +crease of d o m e s t i c   p r i c e s   t e n d e d   t o  rise through  most 
of 1980  wi th   the   pace   qu ickening   in   the   second part of t he   yea r   (Tab le  10). 
T h i s   a c c e l e r a t i o n  was a t t r i b u t a b l e  to  a number  of f a c t o r s .   F i r s t l y ,  
during  1980 there was a s u b s t a n t i a l  increase i n   i m p o r t   p r i c e s   i n   d i n a r  
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Chart 1. Yugoslavia 

Developments in Consumer Prlces ,  1970-80 

(Percentage  change  over  prevlous  year) 
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Similar c u m u l a t i v e   q m r t e r l y   c e i l i n g s  on c red i t   expans ion   i n   1981  
were set :  4 .5   per   cent   to   the  end of  March, 11 per   cent   to   the  end of 
June,  14.5 per c e n t   t o   t h e  end of September,  and 2 1  p e r   c e n t   t o   t h e  end 
of December. Unlike in   1980 ,   c r ed i t s   a s soc ia t ed   w i th   hous ing   cons t ruc t ion  
had t o  be conta ined   wi th in   these  ceilings. However, w i t h   e f f e c t  from t h e  
second  quarter  of   1981,   bank  credi ts   to   f inance  exports   and  the  produc-  
t i o n  of export  goods  were  exempted.  Also  exempted, as  i n  1981, were 
c r e d i t s   f o r   r e g i o n a l   p u r p o s e s  and d i s a s t e r   r e l i e f .  1/ Cred i t s   sub jec t  
t o   c e i l i n g s  and nonres t r ic ted   c red i  ts  a r e  shown i n  ?;able 17. The c e i l -  
i ngs  on the  growth of c r e d i t   e s t a b l i s h e d   i n   r e l a t i o n   t o   t h e   s t a n d - b y  
arrangement  included a l l  domest ic   c red i t s ,   whether  exempt o r   no t .  

Var ious   i n s t rumep t s   a f f ec t ed   t he   s t ruc tu re  of c red i t   expans ion .  
Consumer c r e d i t   r e g u l a t i o n s  were changed p r imar i ly   i n   r e sponse   t o   changes  
i n   t h e  amount of excess   supply   o r  demand i n   i n d i v i d u a l  consumer  goods 
i n d u s t r i e s .  The regu la t ions   u sua l ly   t ake   t he  form e i t h e r  of minimum 
downpayments o r  o f   d i s a l l o w i n g   a l t o g e t h e r   c r e d i t   f o r   c e r t a i n   t y p e s  of 
expendi ture .  Two major   s teps  were t a k e n   t o   t i g h t e n  consumer c r e d i t  con- 
d i t ions   in   1980  and   1981.   In   October   1980  the  minimum downpayment was 
ra i sed  on t e x t i l e s ,  cars, and o t h e r  consumer d u r a b l e s ,   a n d   c r e d i t s   f o r  
purchasing  bui lding materials and  carpentry were disal lowed  (Table   18) .  
In  April   1981 t h e  minimum dowapayment was aga in   r a i sed  on some of t hese  
goods,   and  credi ts   for   purchasing many l u x u r i e s ,   i n c l u d i n g  cars and some 
o t h e r  consumer du rab le s ,  were disal lowed.   In  November 1981  the restric- 
t i o n s  o n   c r e d i t s  Por c a r s  were relaxed  because of t he   i nc reas ing   unso ld  
s tocks  of f i n i s n e d   c a r s  . 

The growth of t o t a l  bank c r e d i t  i s  a f f e c t e d  by the  growth of c r e d i t  
extended by the   Na t iona l  Bank. Lending by t h e   N a t i o n a l  Bank t o   t h e  
nonbank sec to r   has  grown r e l a t i v e l y   s l o w l y   i n   r e c e n t   y e a r s   ( T a b l e  20). 
Such c r e d i t   i n c r e a s e d  by 1 5  per cen t   i n   1979 ,  by 13 per c e n t   i n   1 9 8 0 ,  
and by only  4 p e r   c e n t   i n   t h e   t e n   m o n t h s   t o   t h e  end of October 1981. 
C r e d i t s   t o   t h e   F e d e r a l  Government accoun t   fo r   t he   l a rges t  part of t h e  
Nat ional   Bank's   lending  to   nonbanks,   but   in   recent  years these  have 
grown a t  a modest rate because of t he  small budge t   de f i c i t s .   I n   t he  
f i r s t  ten  months of  1981, for  example,   they  grew  by  only 5 per cen t ,  a 
ra te  which is u n l i k e l y   t o  h.!ve been  exceeded for 1981 as a whole.  Total 
domes t i c   c r ed i t   expans ion  was t h e r e f o r e  less rap id   than   tha t   ex tended  by 
commercial  banks  alone. 2; 

The s t r u c t u r e  of t o t a l   c r e d i t  is  in f luenced  by the   p rov i s ion  of 
s h o r t - t e r m   c r e d i t s  from the   Na t iona l  Bank to  the  commercial   banks a t  
very low i n t e r e s t  rates fo r   on lend ing   fo r   spec i f i ed   pu rposes   on ly .  The 

- 1/ These  exemptions =re t h e  same as in 1980. - 2/ The growth r!tes are ( i n   p e r   c e n t ) :  
1979  1980  1981  to Oct. - - 

Commercial  bank c r e d i t  
Tot a1 domes t i c  c r e d i t  

29 31  21 
27  29 19  

The t a b l e   i n c l u d e s   t h e   P o s t   O f f i c e   S a v i n g s  Bank as well as the  commercial  
banks and t h e   N a t i o n a l  Bank. 
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grea t   bu lk  of t h e s e   s e 1 e c t i ; e   c r e d i t s   a r e   f o r   e x p o r t s  and a g r i c u l t u r e :  
52 and  34   per   cen t ,   respec t ive ly ,   a t   the  end of 1980. The i n t e r e s t  rate 
on expor t   c red i t s   ex tended  by the   Na t iona l  Bank to  the  commercial  banks 
has  been 1 p e r   c e n t   f o r  many years, and   t ha t  on a g r i c u l t u r a l   c r e d i t s  
3 per c e n t ;   t h e   i n t e r e s t   r a t e s   o n   o t h e r   s e l e c t i v e   c r e d i t s   h a v e  been i n  
the  range 1-6 per   cen t .   These   ra tes  were ra i sed   January  28, 1982,  most 
of  them  by 3 percentage  points .  

There are Ismits to   t he   p ropor t ion  of c r e d i t s   g r a n t e d  by commercial 
banks  that   can be  borrowed o r   r ed i scoun ted  a t  the   Nat iona l  Bank, wi th  
d i f f e r e n t  limits applying LO d i f f e r e n t   c a t e g o r i e s .  The p ropor t ion   fo r  
expor t   c r ed i t s   has  been in   t he   r ange  40-50 per   cen t ,   and   those   for   agr i -  
c u l t u r a l  credi ts  40-55  per cent ( a g r i c u l t u r a l   p r o d u c t i o n ) ,  45-60 p e r  
c e n t   ( a g r i c u l t u r a l   s t o c k s ) ,  and about 25 p e r   c e n t   ( l i v e s t o c k ) .  The 
i n t e r e s t   r a t e   c h a r g e d  by commercial  banks t o   f i n a l   b o r r o w e r s  i s  usual ly  
1 percentage   po in t   h igher   than   the   Nat iona l  Bank rate on tha t   p ropor t ion  
t h a t  i s  borrowed  from the   Nat iona l  Bank. U n t i l   t h e  end  of  1978 commer- 
c i a l   banks   cha rged   t h i s  rate on t h e  whole  of t h e i r   c r e d i t s   f o r   s e l e c t i v e  
purposes,   but  since  then  they  have  charged a h igher  ra te  on that   propor-  
t ion   f inanced   f rom  the i r  own resources .  In 1979-80,  for  example,  they 
charged 7 per cent  on t h i s  p r o p o r t i o n   i n   t h e   c a s e  of e x p o r t   c r e d i t s ,  and 
so t h e   a v e r a g e   i n t e r e s t  rate on   expor t   c r ed i t s   i n   1980  was 4.1 per   cent .  
I n   1 9 8 1   t h e   e x p o r t   c r e d i t   r a t e   o n   t h e   p r o p o r t i o n   f i n a n c e d  from  commercial 
banks' own r e s o u r c e s   r o s e   t o  9 per   cen t .  

The s tock  of s e l e c t i v e   c r e d i t s   g r a n t e d  by the   Nat iona l  Bank t o   t h e  
commercial   banks  has  increased  rapidly,  by 32 per cent   during  1979,  
65 per cent  during  1980,  and 49 p e r   c e n t   i n   t h e   f i r s t   t e n  mouths  of 1981 
(Table  20). These  growth  ra tes   are  much grea te r   than   those  of t o t a l  
c r e d i t ,   a l t h o u g h   e x p o r t s  and a g r i c u l t u r a l   o u t p u t  grew more slowly  than 
GSP. This p a r t l y   r e f l e c t s   t h e i r   a t t r a c t i v e n e s s  of s e l e c t i v e   c r e d i t s  
because  of   the  very  low  interest   ra tes .  The admin i s t r a t ion  of the  system 
is s u f f i c i e n t l y   t i g h t   t o   p r e v e n t  selective c r e d i t s  from  being  obtained 
fo r   pu rposes   o the r   t han   t hose   i n t ended .  

While se l ec t ive   c r ed i t s   have   been   t he  most rapidly  growing compo- 
nent of Nat ional  Bank c r e d i t s   t o  commercial banks, the l a rges t   s tock  is  
a t t r i b u t a b l e   t o   i n t e r e s t - f r e e   c r e d i t s  which are extended  in   dinars   on 
the  basis   of   foreign  currency  sways.  The commercial banks o b t a i n   t h e  
foreign  exchange  f rom  the  foreign  currency  deposi ts   of   households .  The 
Nat ional  Bank bea r s   t he   cos t  when the   d inar   deprec ia tes .   This   t akes   the  
form  of l o w e r   p r o f i t s ,  and i s  r e f l e c t e d   i n   t h e   b a l a n c e   s h e e t  of t h e  
National Bank as a n   i n c r e a s e   i n   o t h e r  assets. The r ap id   g rowth   i n   t h i s  
item, which more than  doubled  during  1980  and  increased by 25 per c e n t   i n  
t h e   f i r s t  ten months of 1981, was mainly t h e  result o f   d ina r   dep rec i a t ion  
(Table  20). 

The r ap id   g rowth   i n   t he   g ros s   domes t i c  assets of the   Nat iona l  Bank 
i n   r e c e n t   y e a r s   d i d   n o t  carry o v e r   f u l l y   i n t o  a r ap id   g rowth   i n   r e se rve  
money because of a d e t e r i o r a t i o n   i n   n e t   f o r e i g n  assets and a eharp rise 
i n   t h e   d e p o s i t s  of nonbank sec to r s   w i th   t he   Na t iona l  Bank. Thus r e se rve  
money, d e f i n e d   t o   i n c l u d e  net fo re ign  assets and a l l  the domestic assets 
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Table 13. Yugorlavia:  Saving,  Inveotment, ancr Financial   Surplur,  
by Sector ,  1976-80 

( In  per cent of CSP) 

1976  1977  1978  1979  1980 

Ctorr saving AI 
Enterp t i re   rec tor  
Hourehold aector  
Federal  Governwnt 
Other   rociopol i t ical  

Other  organizat ions 
cornuni t ies  

Total  

Crorr ~ fixed  invertment AI21 
Enterpr i se   aec tor  
Hourehold aector 
Federal Government 
O t h e r  roc iopo l i t i ca l  

Other  organizationr 
comuni t i e r  

Total  

Invce twnt  i n  rtocka A/ 
Ente rp r i se   l ec to r  
Hourehold sec to r  

Total  

Current  account  balance 
of payment8 

S ta t i s t i ca l   d i r c rapaacy  
Fi runc ia l   rurp lur  A/ 

Enterpr i re   rec tor  
Hourehold aector  
Other  r ec to r r  

Total   domertic  rectorr 

19.8 
13.5 
-1.8 

2.3 
1.4 

41.1 
- 

20.1 
6.7 
0.2 

1.5 
6 . 5  

33.1 
- 

6.5 
1.3 
7.9 
- 

0.5 
-0.5 

-6.9 
5.4 
1.4 

-0.1 
- 

20.6 21.7 22.2 25.6 
12.0 14.2 12.5 13.1 
-1.6 -1.3 -0.2 -1.1 

-0.2 1.8 1.4 0.9 
6.5 - 6.1 - 6.0 - 6.2 

37.4 42.6 41.9 44.7 
" 

22.6 24.9 24.0 22.6 
5.8 6.3 6.2 5.7 
0.1 0.1 0.1 0.1 

0.5 0.6 0.5 0.5 
4.0 - 4.0 - 4.3 - 6.2 

33.1 35.9 35.1 33.1 
- 

8.6 5.9 9.1  11.9 
1.2 - - 1.0 - 0 .9  - 1.5 
9.7  6.9 10.0  13.5 

-4.4 -1.8 -5.6 -3.6 
-1.0 1.6 2.4 1.3 

-10.6  -9.0  -10.8 4 . 9  
5.0  6.9  5.4  5.9 
0 .1  - 2.0 - 2.2 - 1.2 

-5.5 -0.2 -3.2 -1.a 
- 

- 
Source: Flow of funda  accountu,  publirhed in National B a n k  of 

Yugoolavia. Quar te r ly   Bul le t in ,  rwd, fo r  1980, ruppl ied by the  Yugorlav 
au tho r i t i e s .  

- 11 Include8  deprociation. 
21  Paymantr fo r  imrertunt. Thur tmnd t o  b8 le80 than the  value of 

h k t m e n t  work corp le ted ,  which la the  concept  mauured in t ha  uatioual 
accomt.. 

31 I n v e r t w n t  in r tocka i o  mearuted a. t h e  chnge in the  book  valua 
of-rtockr  and w r k  in progrerr .  It  therefore   inc ludar  changer dum to  
pr ice   changar   a lone   md hence, .kc. i n f l a t i o a  vaa qui te   h igh   dur ina  
th i r   pe r iod .   t he   f i nanc ia l   ru rp lu re r  of en t r rp r i r e r   md   houraho ld r  are 
underertimated i n  there figurer. and 80 i r  t h e   r t a t i r t i c a l   d i r c r a p e n c y .  
The off ic ia l   rut ion81  account8  publ i rhed in t h e   S t a t i r t i c a l  Yearbook of 
the  SFkY include  the  followin8 eltiUte8 of t h e  value of tha  phyrical  
increara in b t O C b  and w r k  in progrerr  for t he  economy am a whole: 
( k a  a percentage of CSP) 1976  1977  1978  1979 

"" 

5.1 8.0 3.2 7 . 1  
However, t he re  are valuod a t  t h e  price. a t  the  end  of the  JUK; erti- 
mater of atockbuilding  valuad a t  t h e  average p r i c r r  of t ha   yea r ,   t h r  
duoired  concept, are noc avai lab le .  
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Talr1.e 15. Yugoslavia:  Lending  and  Borrowing by Enkerprises  

1976  1977  1978  1979  1980 Stock a t  end 
of  1980 

I n   b i l l i o n s  
o f   d i n a r s  

F inanc ia l   su rp lus  L/ 
( I n  per   cen t   o f  GSP) -6.9 -10.6 -3.0 -10.8 -8.9 

Gross l end ing  A/ 
( In   per   cen t  of GSP) 5.3 
( In  per cen t  of 

i n i t i a l  s tock )  7.1 

13.3 

20.0 

27.7 

42.7 

25.9 

41.0 

36.7 

54.6 

Gross f i n a n c i a l   a s s e t s :  
percentage  change 
Money and  quasi-money 55.4 
Trade   c r ed i t  "7.3 
Other   a s se t s  33.1 

21.6 
13.8 
29.3 

22.6 
16.1 
57.3 

16.1 
50.7 
81.9 

37.0 
87.0 
43.7 

464.2 
817.5 
397.4 

T o t a l   a s s e t s  9.5 19.3 25.6 43.4 59.5 1,679.1 

Gross borrowing L/ 
( I n  per   cent   of  GSP) 12.2 
( I n  per cen t  of 

i n i t i a l   s t o c k  10.5 

36.7 

34.3 

36.6 

36.5 

45.6 

43.7 

23.9 

22.0 

Gross f i n a n c i a l   l i a b i l i -  
t i es :  percentage 
change 
Bank c r e d i t  28.5 
Trade   c r ed i t  -23.1 
O t h e r   l i a b i l i t i e s  69.8 

T o t a l   l i a b i l i t i e s  16.1 

1,225.1 
792.0 
556.6 

21.7 
14.2 
26.3 

31.1 
11.3 
1.3 

29.4 
57.9 
55.0 

29.9 
105.6 
82.6 

57.6 2,573.7 20.8 21.0 39.7 

Sources:  Flow  of  funds  accounts i n   N a t i o n a l  Bank of Yugoslavia ,   Quarter ly  
Bul le t in ,   October  1980, and,   for  1980, as provided by the   Yugos lav   au tho r i t i e s ;  
o t h e r  tables i n   Q u a r t e r l y   B u l l e t i n ;   a n d   s t a f f  estimates. 

1/ Because   appropr ia te   da ta   on   inves tment   in   s tocks  are n o t   a v a i l a b l e  (see 
Tacle 13, n o t e  3 ) ,  t h e   f i n a n c i a l   d e f i c i t  i s  overestimated,  and gross l end ing  is 
underestimated or  g ross   bo r rowing   ove res t ima ted   o r   bo th .  
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Table 16.  Yugoslavia:  Trade  Credit 

( I n   b i l l i o n s  of d i n a r s )  

Trade c red i t  L/ Gross  Ratio of 
(end of e n t e r p r i s e  trade c r e d i t  

period  stock)  income  to  income 

1976  4 th   quar te r  

1977 4 t h   q u a r t e r  

1978   4 th   qua r t e r  

1979  2nd q u a r t e r  
3 rd   qua r t e r  
4 t h   q u a r t e r  

1980  2nd  quarter 
3 r d   q u a r t e r  
4 t h   q u a r t e r  

1981 2nd q u a r t e r  
3 rd   qua r t e r  

102.4 

113.9 

174.1 

244.9 
273.4 
254.6 

340.8 
376.0 
398.7 

494.6 
537.9 

... 

. .. 
211.2 

240 5 
243.1 
276.8 

309.1 
328.9 
388.7 

432 7 .. 451.5 

* * *  

0.82 

1.02 * 

1.12 
0.92 

1.10 
1 .14  
I. 03 

1.14 
1.19 

S o u r c e s :   F i n a n c i a l   r e t u r n s   o f   o r g a n i z a t i o n s   o f   a s s o c i a t e d   l a b o r   i n  
t he  economic s e c t o r   i n   S t a t i s t i c k i  Bil-, q u a r t e r l y ;   a n d   d a t a   s u p p l i e d  
by the Yugos lav   au thor i t ies .  

1/ These estimates are n o t  as comprehensive as t h o s e   i n  the flow of 
fuf;ds accoun t s   u sed   fo r   Tab le   15 .   In   pa r t i cu la r ,   t hey   exc lude  claims 
covered by b i l l s  of exchange. 
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Cor rec t ed :  2/22/82 

T a b l e  2 5 .  Yugoslavia:   Monetary  Survey,   1971-81 

Net Foreign  Domestic Money Quasi- Other  It ems 
Year Assets C r e d i t  L/ supp ly  2/ money 31 ( n e t  1 

1971 -10.0 
1972 -2.0 
1973 -6.0 
1974  -3.6 
1975  -6.3 
1976  -7.2 
197 7 -8.6 
1978  -33.4 
197 9 -112.0 
1980  -257.3 
1981 E s t  imte -364.6 

1978 
1979 
1980 
1981 Estimate 

(S tock  ,at end of year; i n   b i l l i o n s  of d-i-nars) 

218.1 

298.9 
367.1 
461.3 
592.1 
746.2 
959.2 

1,217.7 
1,568.3 
1,913.3 

255.5 
40.7 
5 5 . 2  
77.5 
97.2 

130.7 
206.5 
251 1 
315 3 
375.2 
461.6 
570.0 

102.6 
119.3 
147.2 
176.5 
216.4 
260.7 
353.3 
456.9 
575.9 
785.5 

1 ,021 .0  

(Change d u r i n p :   y e a r ;   i n  per c e n t )  

28.5 25.6 29.3 
26.9 19 .0  26.0 
28.8 23.0 3 6 . 4  
22.0 23.5 30.0 

6 4 . 8  
79.0 
80.2 
89 .8  

107.9 
117.7 
133.2 
153.6 
154.6 

63.9 
-42.3 

Source:  Data s u p p l i e d  by t h e   Y u g o s l a v   a u t h o r i t i e s .  

1/ C o m p r i s e s   b a n k   l o a n s   e x t e n d e d   i n   b o t h   d i n a r s   a n d   f o r e i g n   c u r r e n c i e s   t o  
d o m e s t i c   c l i e n t s ,   i n c l u d i n g   t h e   G o v e r n m e n t ,   a n d   i n v e s t m e n t   i n   s e c u r i t i e s .  
T h e   p e r f o r m a n c e   c r l t e r i a  for t h e   g r o w t h  of d o m e s t i c   c r e d i t   i n  1981 r e f e r r e d  
t o  a s l i g h t l y   n a r r o w e r   c o n c e p t ,   e x c l u d i n g   l e n d i n g  by t h e   p o s t  o f f i c e  s a v i n g s  
bank  and the f u n d   f o r   f i n a n c i n g   t r a d e .  
- 2 /  I n c l u d e s   g o v e r n m e n t   d e p o s i t s   a n d   e x c l u d e s  items i n   t r a n s i t .  
3/  C o m p r i s e s   f o r e i g n   e x c h a n g e   d e p o s i t s  of r e s i d e n t s ,   o t h e r   s i g h t   d e p o s l t s ,  

time d e p o s i t s ,   r e s t r i c t e d   d e p o s i t s ,   s e c u r i t i e s   i s s u e d  by  banks,  and claims on 
banks i n  respect of p o o l e d   r e s o u r c e s .  
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Table 261 Yugoslavia: Veloc i ty  of C i r c u l a t i o n  of Money 

Gross Social Money Money and 
Froduc t Supply 1/ - - 1/ " Veloc i ty  of C i rcu la t ion  1/ 

I n   b i l l i o n s  In b i l l i o n s  . I n   b i l l i o n s  Narrow Broad 
of d i n a r s  of d i n a r s  of d i n a r s  money money 

"" - 

1971 
1972 
1973 
1974 
197 5 
197 6 
1977 
1978 
197 9 
1980 
1981  Estimated 

204.5 
245.4 
306.3 
407.2 
503.0 
592.6 
734.3 
901.8 

1,165.4 
1,564.6 

(2,240.0) 

40.7 
55.2 
77.5 
97.2 

130.7 
206.5 
251.1 
315.3 
375.2 
461 6 

(570.0) 

143.3 
174.5 
224.7 
273.7 
347.1 
467 2 
604.4 
772.2 
951.1 

1,247.1 
(1,591.0) 

5.34 
5.04 
4.47 
4.56 
4.48 
3.51 
3.30 
3.17 
3.44 
3.80 

(4.38) 

1.57 
1.54 

1.63 
1.62 
1.46 
1.39 
1.34 
1.39 
1.46 

(1.60) 

1. 53 

S o u r c e s :   S t a t i s t i c a l  Yearbook of  t h e  SFRY; data   suppl ied  by the Yugoslav a u t h o r i t i e s ;  
and   s t a f f  estimates. 

1/ The money and  quasi-money series refer t o   t h e  end of t h e   y e a r ,   b u t   t h e   v e l o c i t y  
of -c i rcu la t ion  was ca lcu la t ed  a s  t h e   r a t i o  of  GSP to   t he   app ropr i a t e   concep t   o f  money 
averaged over t h e  year a s  a whole. 
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XV. P u b l i c   F i n a n c e  

1, The c o n s o l i d a t e d   p u b l i c   s e c t o r  

T h e   p u b l i c   s e c t o r  i s  d e f i n e d  t o  i n c l u d e   t h e   F e d e r a l   G o v e r n m e n t ,  
t he   qove rnmen t s  of t h e  e i x  r e p u b l i c a   a n d  two autonomous  pr 'ovincee,  t h e  
governments  of communes  and c i t i e s ,   t h e   s o c i a l   f u n d s  (e.g., f a r  social 
s e c u r i t y   a n d  t h e  development  of underdeve loped   r eg ione ) ,   and   s e l f -menag-  
ing   communi t ies  of i n t e r e s t  for v a r i o u s   s e r v i c e s   ( e . g . ,   h e a l t h ,   e d u c a -  
t i o n ,   c h i l d   p r o t e c t i o n ,   e o c i a l   p r o t e c t i o n ,  cu l tu re ,  s c i e n c e ,  e t c . )  . Thc 
g o v e r n m e n t s   a r e   o f f i c i a l l y   c a l l e d   s o c i o p o l i t i c a l   c o m m u n i t i e s ,   a n d   t h e i r  
e x p e n d i t u r e  i s  c a l l e d   g e n e r a l   e x p e n d i t u r e  or consumption.  The expendi -  
t u r e  of the   communi t ies  of interest  is c a l l e d   c o l l e c t i v e   e x p e n d i t u r e   o r  
c o n s u m p t i o n .   T h e s e   c o r n u n i t i e s   a r e  set up a t  t h e   l e v e l   o f  communes; 
t h e r e  i s  one for e v e r y   n o n e c o n o m i c   a c t i v i t y ,   a n d  so i n  t h e  520  communes 
of Y u g o s l a v i a   t h e r e  are 4 , 7 6 8   c o r n u n i t i e s   o f   i n t e r e s t  i n  t h e   p u b l i c  
sector 

The g e n e r a l   n e e d s  met by g o v e r n m e n t   a c t i v i t i e s  are f i n a n c e d   o u t  of 
taxes a n d   c u s t o m s   d u t i e c ,   a n d   t h e   c o l l e c t i v e   n e e d s  met by se l f -menag ing  
c o m m u n i t i e s   o f   i n t e r e s t   o u t  of t h e   c o n t r i b u t i o n s ,   a c c o r d i n g  t o  se t  rates,  
of worke r s   and   en te rp r i se s .   The   Fede ra l   Governmen t   de t e rmines   t he  rates 
of c u s t o m s   d u t i e s  and t h e  hasic t u r n o v e r  tax rate, and 50 p e r   c e n t  of 
t h e   r e v e n u e   r a i s e d  from t h e   l a t t e r   a c c r u e s   t o   r e p u b l i c a n   a n d   p r o v i n c i a l  
governments .   These   governments   and   those  of communes l e v y   a d d i t i o n a l  
t u r n o v e r  t axes ,  as w e l l  as taxes on   pe r sona l   i ncomes  (i.e., wages)   and  
enterprise incomes . 

P u b l i c   s e c t o r   b o d i e s   o t h e r   t h a n   t h e   F e d e r a l   G o v e r n m e n t  are r e q u i r e d  
t o   b a l a n c e   t h e i r   b u d g e t s .  I n  p r a c t i c e   t h e y   h a v e   u s u a l l y   a c h i e v e d  small 
s u r p l u s e s   ( T a b l e  30). The  Federal   Government   budget   has   been i n  d e f i c i t  
i n   r e c e n t   y e a r s ,   a n d   t h i s   h a s   b e e n   s u f f i c i e n t l y   l a r g e  t o  produce a small 
d e f i c i t   f o r   t h e   p u b l i c  sect01 as a w h o l e ,   b u t   i n   1 9 8 1   t h e   f e d e r a l   d e f i c i t ,  
e q u i v a l e n t  to 0.1 per c e n t  of GSP, was less t h a n   t h e   s u r p l u s e s   e l s e w h e r e .  
Bu t   even   i n   1980 ,  when t h e   F e d e r a l   G o v e r n m e n t   d e f i c i t  rose s h a r p l y   c m -  
p a r e d  w i t h  1 9 7 8   a n d   1 9 7 9 ,   t h e   p u b l i c  sector d e f i c i t   a m o u n t e d  t o  o n l y  
0.7 per c e n t  of GSP. 

The r e s o l u t i o n  on e c o n o m i c   p o l i c y   i n   1 9 8 0   r e q u i r e d   t h a t   r e v e n u e s  for 
g e n e r a l   a n d   c o l l e c t i v e   n e e d s   s h o u l d   i n c r e a s e   b y  less  t h a n   t h e   i n c r e a s e  
i n   t o t a l   n o m i n a l   i n c o m e s .   I n   t h e   e v e n t ,   t h e   g r o w t h  of revenue  was h e l d  
down to  25 p e r  cent w h i c h ,   t h o u g h   h i g h e r   t h a n   t h e  16 p e r  c e n t   o r i g i n a l l y  
p l a n n e d ,  was c o n s i d e r a b l y   l o w e r   t h a n   t h a t  of nominal   incomes  which  grew 
by 3 5   p e r   c e n t ,   a p p r e c i a b l y   m o r e   r a p i d l y   t h a n   a n t i c i p a t e d .  The s h a r e  of 
p u b l i c   s e c t o r   r e v e n u e   i n   t o t a l   i n c o m e   t h u s  f e l l  from 24 p e t   c e n t   i n   1 9 7 9  
t o  22.4 p e r   c e n t   i n   1 9 8 0 .  The b a s i c   t u r n o v e r  tax rate was reduced   f rom 
14.5 p e r  c e n t   i n   1 9 7 9   t o   1 4   p e r   c e n t  in  1980.  The rates of t u r n o v e r  
taxes a t  t h e   r e p u b l i c a n ,   p r o v i n c i a l ,   a n d  communal l e v e l s  were a l l  r a i s e d  
i n  1980.  The r e s u l t i n g   t a x  rates v a r i e d   w i d e l y ,   \ u t  were i n  t h e  ranges 
of 5-8 p e r   c e n t  fo; r e p u b l i c s   a n d   p r o v i n c e s   a n d  ?-7 p e r   c e n t  for communes. 
Turnove r  tax r e v e n u e s   i n   1 9 8 0  were 27 p e r   c e n t   h i g h e r   t h a n   i n   1 9 7 9 ;  
income tax r e v e n u e s  were 19 p e r   c e n t  higher; and r e c e i p t s   f r o m   c u s t o m s  



c 

1976 1 9 7 7  1978  1979  1980 1' - XI 

Federa l   budar t  
Icvenuar 
EKpenditurea 

Of whichr 
Tranrferr t o   o t h e r  bud#etm 
f r a n a f e r r   t o   f u n d r  and co rnun i t l ea   o f  

F n t e r c r t  
Surplur or  d e f i c i t  

l udge t s   o f   r rpub l i c .  and autonomourn 
province. 
Rrvenumr 

O f  which! 
Grants  froo other  &overnm.ntal  unitm 

Expenditure. 
Of which: 
T r a n s f e r s   t o   o t h e r   g o v a m w n t r l  unitm 

Surplur x d e f i c i t  

Budaetr   of   comnem And citimm 
RwanUm8 

O €  which! 
Grant. from other   governmental   us i t .  

Expenditurea 
O f  which: 
Trsnoferm  to  o t h e r  governmental unid 

Surplus or d m f i c i t  

Social   mecuricy fund. A/ 
ReVOllU.8 

Of which: 
~ r r n t m  from  federal  Judgat 
Grant.  from o t h a r  budget. 

Expcndi turas  
Surplus or d e f i c i t  

Fundm and  intermmt comities i/ 
Revonurm 

Of whichr 
Grant.  from federa l   budget  

Expenditurea 
S u r p l w  or d e f i c i t  

Conrol lda ted   publ ic   aec tor  a/ 
 avon nu am 
Expenditure. 

S u r p l u  or  d r f i c l t  

Financing 
ExtoCMl.   aa t  
-..tic . n e t  

3.7 5.2 

-1.5 -0.1 
13  4 7.3  

Sourcr r :  Data ruppl iod  by t h e  YU#O8hV a u t h o r i t i e s ;   S l u t b e n t   L i a t .   N a t i o M l  Bank of 
Yugoalrvia. Aanuml Raportm and  Quarterly  Bullrtinm;  and I-, Govmmornt Pinmce Sta- 
t imtiC8 Yurbouk. - 1/ Prmliminary. - 2 /  Not i o c l u d i n g   e g r u d   c o n t r i b u t i o n r  to  t h e   f e d e r a l   b u d g e t  

3 /  Inc luding  c d i t i e a  for c h i l d   p r o t e c t i o n  and h e d t h ,   p a n r t o n .   u r d  inva l id  

6 /  Excluding a o c i a l   s a c u r i t y  fund. abovm md t h e  fuad f o r   t h e   d m v e l o p w a t  o f  under- 
in5lrmc.. 

d e h o p e d  rmgionm Der8 on t heae  fundm and intormet commitl8. are e r t k . t e d  by 
creating t h a  am a r e B i d u a l   W i n g   d a t a  on the   conmolidated  publ ic   sector .   &rAnta.   and 
t r a n a f e r a .   m d  on expenditure.  and revenurns o f   o t h e r  lmv*la  of govmrrrment. 
- 5 /  Due t o  romding errorm. revcnumm were ad jua ted  upward by Din 0.5 b i l l i o n .  - 6 /  Excluaiva  of   grants   and  t ranaferm m n s  govmrnmental u n i t s .  
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Table 31. lugoslavia: Consolidated Revenues and 
Expenditures of the  Public Sectar &/ 

(In billions of dinars) 

1975 1976 197 7 1978 1979 1980 I 2 /  

Revenue 
Uirect taxes 2/ 
fndirect taxes k l  
Other taxes and nontax 

revenue 

Total revenue 

Expenditure 
National defense and 

administration 
Educa t ion 
Social security and 
welfare 

Intervent ions In the 
economy 

Other expenditures z/ 
Total  expenditure 

Surplus or deficit 
Financing 
Foreign financing, net 
Domestic financing, net 

108.9 
75.2 

13.7 - 
197 8 

49. b 
32.0 

76.1 

13.9 
28.2 

134 6 
86.3 

20.5 

241.4 

57.5 
38.1 

93.5 

19.6 
44.6 

200.4 51253.3 

-2.6 -11.9 

-2.2 -1.5 
4.8 - 7/ 13.4 

175.5 
109.4 

19.8 
” 

304 . 7 

71.5 
43.7 

114.4 

28.0 
5 4 . 3  

311.9 

- 

-7 .2  

-0.1 
7.3 

232.5 
126.3 

25.5 - 
384 3 

83.9 
57.4 

146.5 

38.1 
63.4 

389.3 

-5 .O 

-0.1 
5.1 

- 

279.6 
157.7 

33.4 

470.7 

- 

103.8 
67.5 

178 6 

42.2 
77.7 

469.8 

0.9 

- 

” 

-0.9 

351.5 
190.0 

46.1 

587.6 

140.8 
81.1 

226.8 

51.7 
97.9 

598.3 

-10 . 7 
” 

10.7 

Source: Data supplied by the Yugoslav authorities 
1/ Includes budgets, funds, and cowunitles of interest at all levels of 

Government. Excludes the fund  for the development of underdeveloped regions. 
het OF transfers  among all public sector units. 
- 21  Preliminary. 
3/  Includes taxes  on incomes and profits of entexprises and individusls, 

social security contributions, employers’ payroll or manpower taxes,  and 
property taxes. 
4/ Includes taxes on gclods and services  and  on  international trade and 

transactions. 
5/ Includes expenditures for housing and communal  amenities, investment, 

ana subsid ies for consumpt ion. 
6 /  Total  expenditures for this year have  been determined by subtracting 

estimated expenditures by the fund  for the development of the underdeveloped 
regions from total public sector expenditures ae reported by the Yugoslav 
authorities. 
d 7 / Residual. 
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Table 32, Yugoolavir: BudLet of the  Fedorat ion 

( I n   b i l l i o n 8  Of diMr8) 

Revenue 
C U 8 t O m 8  dirtier and 

other  import fer8 39,755  23,333 
Contributiono from 

republic8 and 
province8 38,996  20,827 

General  turnover  and 
sale8 taxes -- 26,273 

Other taxem 96 121 
Nontax  revenu8 1,165 2,047 

Total  revenue 80,012  72,601 

Expenditure 
Adminirtracion 10 , 908 13,066 
Def enre 30,131  42,595 
Grant8 t o  republic8 

and provincrm 6,139  7,028 
Crrnto  to  funds and 

communitier of 
i n t e r e a t  10,410  12,441 

Invertment 547  551 
Other or diacrepmcy 22,847 2,205 

Total expenditure 88,982 77,886 

Surplur or d e f i c i t  -0,970 -5 , 285 
(Aa a per cent  of 

GSP) (-1.2) (-0.6) 

Finaaciag,  net  
domcrcic &I 8,970  5,285 

Bond isauea 3,980 " 

National Bank c r e d i t s  11,200 21 9,487 
Repayment of bank 

c r e d i t 6  -562 11 -a47 
Bond Amortization -3,621  -3,055 
A T l o c a t h  t o  bud- 

getary z~ervem -284 -3no 
Other  and r e r i d u r l  -2,305 21 -- 

24,591  20,694  35,437 

28,436  38,469  52,562 

37,700 47,400 73,377 
169 2 30 2 30 

2,681 2,501 2,JSO 

93,577  109,354  164,456 

15,227 18,576 21,380 
55,084 76 , 149 101,894 

10,502 14,258 16,277 

14 , 794 18 , 700 25,237 
621 818 215 
468 1,173- 489 

97,272  129,672  165,592 

-3 , 695 -20 , 31 e -1,136 

(-0.3) (-1.3) (-0.1) 

3.239 20,318 1,136 

" 13 , 344 " 

8,451 9,200 4 600 

-1,655 -726 -2.974 
-2,857 -1,264 -205 

-2on  -236  -20s 
" " " 

21,043 

63,773 

73,373 
230 

2,850 

161,273 

20,231 
100,028 

15,979 

24,896 
874 - 1,401 

163,409 

-2,136 

(-0.1) 

2,136 

4 ,600  

-1 , 979 
-205 

" 

-280 
" 

30 , 288 

80,378 

08,933 
640 

" 3,636 

203,875 

24,579 
122,685 

20 , 834 

30,920 
300 

2,231 

201,519 

2,356 

(0.1) 

-2,356 

" 

" 

-1,562 
-450 

-7b4 
" 

Source:  Data  supplied by t h e  Yugorlov a u t h o r i t i e s ,  

- 1/ The preliminary budget e r t i ~ ~ t e o  reported in EBS!81!5 (Corrected: 1'27,'81\. 
2/ The rrvioed e r t i n r t e o  made in December 1981,  f0110wing the   dec i r ioa   to   reduce  

e$enditure  by Din 2.2 b i l l i o a  a d  repayment  of bank credit. by Din 1.0 b i l l i on ,   w i th  a 
corresponding downward r e v i r i o a   t o  revenue. - 31 From t he  r e r o l u t i o a   f o r  t h e  Annul Plan f o r  1982. - 4/ There wan w e x t e r n a l  fkuncing of the  budget. 

5 /  National Bank credits and c r e d i t s  from o t h e r  baah (included in the   reeidual  item) 
8 6  n e t  of repayment8 i n  1977. 
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V. Exte rna l   Sec to r  

1. Balance of payments  and  reserve  developments, 1980-81 

Yugoslavia 's   balance of payments d e t e r i o r a t e d   s h a r p l y   i n   1 9 7 9 ;  t h e  
c u r r e n t   a c c o u n t   d e f i c i t   w i d e n e d   t o  a r eco rd  USS3.7 b i l l i o n  ( 6  per cenr df 
GSP) ,  and g r o s s   o f f i c i a l   r e s e r v e s   d e c l i n e d  by USS1.1 b i l l i o n   t o  1JSS1.3 b i l -  
l i o n ,  less than  one and a half  months  of  imports  from  the  Convertible  cur- 
rency area (Tables 33-35 and  46). T h i s  d e t e r i o r a t i o n   r e f l e c t e d   r a p i d  doin- 
es t ic  demand expans ion ,   the  impact of h i g h e r   o i l  and o ther   impor t   p r ices ,  
as well as the   adverse  effects of a major   ear thquake   on   tour i s t   ea rn ings  
and  of   unfavorable   weather   condi t ions  on  agr icul ture .  The economic sta- 
bil ization  measures  of  1980,  combined  with a large  exchange rate deprec i -  
a t i o n ,  and t h e   s t r e n g t h e n i n g  of t hese   measu res   i n   1981   con t r ibu ted   t o  a 
sha rp  improvement  of t h e   c u r r e n t   a c c o u n t ;   t h e   d e f i c i t  was reduced by 
about USS2.4 b i l l i o n   d u r i n g  1980-81,  and by 1981 i t  had r e v e r t e d   t o  i t s  
1978  leve l  of USS1.3 b i l l i o n .  I/ Gross o f f i c i a l   r e s e r v e s  were b u i l t  up 
i n  both yea r s  and by t h e  end of 1981  they  reached  an  estimated USS1.6 b i l -  
l i o n ,   e q u a l   t o   n e a r l y  two months of imports f rom  the   conve r t ib l e  area. 
I n   a d d i t i o n ,   r e s e r v e s   h e l d  by commercial  banks  amounted t o  an  es t imated 
USS890 m i l l i o n  a t  the  end  of  1981. 

The current a c c o u n t   d e f i c i t   d e c l i n e d  i n  1980 t o  USS2.3 b i l l i o n  
(3.6 per c e n t  of GSP), mainly  due  to a r e d u c t i o n   i n   t h e   t r a d e   d e f i c i t  
of USS1.1 b i l l i o n   t o  US$6 b i l l i o n .  The va lue  of expor t s   increased  by 
32 per   cen t  owing b o t h   t o   a n   i n c r e a s e   i n  volume (11 per   cen t )   and   i n  
pr ices   (Table   36) .  A t  t h e  same time, impor ts   rose  by on ly  7 p e r  cen t  
because of a d e c l i n e   i n  volumes of over  10 per c e n t ;   t h e  l a t t e r  
r e f l e c t e d   b o t h   t h e   r e d u c t i o n   i n   d o m e s t i c  demand and drawdown of inven- 
tor ies   accumula ted  in t h e  previous year.  Net i n v i s i b l e   r e c e i p t s   r o s e  
by 6 per cent ,   due   mos t ly   to   hSgher   rece ip ts  from  workers'  net remit- 
tances,   toutlsm,  and  investment  works  abroad. A marked i n c r e a s e   i n   n e t  
c a p i t a l   f l o w s ,   o r i g i n a t i n g   p a r t l y  from grea te r   shor t - te rm  fore ign   bor -  
rowing,  helpeu  cover most of t h e   c u r r e n t   a c c o u n t   d e f i c i t  , and ,   t oge the r  
with  net   purchases   f rom  the  Fund,   enabled a modest  accumulation i n  
r e s e r v e s  

Prel iminary estimates for 1 9 8 1   i n d i c a t e  a f u r t h e r   s h a r p  improvement 
i n   t h e   c u r r e n t   a c c o u n t   d e f i c i t   t o  USS1.3 b i l l i o n  ( 2  per   cen t  of GSP); 
t h e  c o n v e r t i b l e   c u r r e n t   a c c o u n t   d e f i c i t  was reduced by USS583 m i l l i o n  t o  
USS1.6 b i l l i o n .  As i n   t h e   p r e v i o u s   y e a r ,   t h e  improvement d e r i v e d   l a r g e l y  
from a b e t t e r   t r a d e   p e r f o r m a n c e ,   w i t h   t h e   t r a d e   d e f i c i t   d e c l i n i n g  by 
US$876 m i l l i o n  t o  USS5.2 b i l l i o n .  With t h e  terms of t rade  remaining 
unchanged,  the  marked  improvement i n   t h e   t r a d e   b a l a n c e   i n  real term6 
originated  mainly  f rom a d e c l i n e  of about 8 per  cent i n  import  volume 

I./ Based on r ecen t   i n fo rma t ion ,   t he   ba l ance  of  payments  outcome i n  
19x1 was s u b s t a n t i a l l y   b e t t e r   t h a n   i n d i c a t e d   i n   t h e   t e x t  above.  The 
g l o b a l   c u r r e n t   a c c o u n t   d e f i c i t  amounted t o  USS750 mil l ion   and   t he  con- 
v e r t i b l e   d e f i c i t  t o  USS1.4 b i l l i o n .  However, disaggrega ted   da ta  are not  
a v a i l a b l e   t o   e n a b l e  a d e s c r i p t i o n   a n d   a n a l y s i s  of t h e   r e v i s e d  outcome. 


