
Fractured economy in need of healing 
The country needs an overhaul, starting with military cuts, writes Anthony Robinson 

YUGOSLAVIA u s e d t o 

be p roud of i ts u n i q u e 
" s e l f - m a n a g e m e n t " 

s o c i a l i s m a n d t h e u n i v e r s a l 
Yugos lav joke was "I wi sh I 
could af ford to live a s well as I 
do." 

It was al l a n il lusion, fed b y 
t h e fore ign loans which f lowed 
in whi le Marsha l Tito was ab le 
to overr ide a n u n w o r k a b l e con-
s t i tu t ion a n d ru le by a c o m m u -
n i s t v e r s i o n of d i v i n e r i g h t . 
Over t h e las t 18 m o n t h s t h e 
e c o n o m y h a s c o n t r a c t e d b y 
m o r e t h a n 40 per cent a n d t h e 
c u r r e n t poli t ical a n d mi l i t a ry crisis can only speed the 
decl ine as w o r k e r s a n d m a n a g -
ers a re called u p for mi l i t a ry 
s e r v i c e a n d t o u r i s t s f l e e i n 
droves. 

Even in t h e "good old d a y s " 
of T i to , h o w e v e r , t h e r e a l i t y 
was t h a t t h e best e n t e r p r i s e s 
w e r e t h o s e r u n by a s t r o n g 
e n t r e p r e n e u r i a l i n d i v i d u a l . 
Fa i l ing t h a t , self-managiement 
was a f o r m u l a for low inves t -
m e n t , i n f l a t i o n a r y p a y 
inc reases a n d over -manning . 

Behind t h e facade of Yugo-
s l a v u n i t y e a c h r e p u b l i c 
d e m a n d e d i ts own power s ta-
t ions, steel mil ls a n d economic 
a u t o n o m y . The resul t : a f rac-
t u r e d a n d f r a g m e n t e d e c o n o m y 
which ref lects t h e e thn ic a n d 
o the r divis ions of t h e c o r j i t r y 

and w h i c h h a s d i s i n t e g r a t e d 
fu r the r w i t h t h e impos i t ion of 
i n t e r n a l c u s t o m s a n d o t h e r 
barr iers be tween republ ics . 

In b r o a d t e r m s t h e economy 
gets w e a k e r a s one moves eas t . 
S loven ia i s t h e r i c h e s t a n d 
most expor t -or iented republ ic , 
a l though t h e m a i n buye r s fo r 
m a n y of i t s p r o d u c t s , e spe -
cially h o u s e h o l d a p p l i a n c e s , 
are o f ten Yugos lav "gas tarbei -
ter" w o r k i n g in G e r m a n y , Aus-
tria a n d e l sewhere . I t is t h e 
cen t re of t h e c o u n t r y ' s elec-
t ron ics a n d o t h e r l i g h t engi-
nee r ing i n d u s t r i e s . T h e t r i m 
little sub-Alpine republic also 
has a t h r i v i n g tou r i s t i n d u s t r y 
and eff ic ient ag r icu l tu re . It is 
whe re p r i v a t e e n t e r p r i s e i s 
most advanced . 

Croa t i a , i n n o r m a l t i m e s , 
likewise benef i t s f r o m i ts prox-
imity to EC m a r k e t s a n d t h e 
hard-currency income f r o m a 
h i g h l y d e v e l o p e d t o u r i s m 
i n d u s t r y a l o n g t h e f r a c t u r e d , 
i s l and-s tudded A d r i a t i c coas t . 
I t also h a s a subs t an t i a l ship-
b u i l d i n g i n d u s t r y . T h u s f a r 
however Croat ia h a s no t prog-
ressed f a r w i t h p r iva t i sa t ion of 
t h e still ma in ly "se l f -managed" 
enterpr ises . 

The b ig except ion is t h e tour-
i s t i n d u s t r y . Mos t of Yugo-
slavia 's $2.8bn (£1.75bn) official 
tourist r e v e n u e s las t yea r were 

e a r n e d i n C r o a t i a . T h e r e a l 
i ncome is m u c h h ighe r w h e n 
p r iva t e le t t ing a n d tourism-re-
l a t e d a c t i v i t i e s a r e i n c l u d e d . 
For tou r i sm, t h e mi l i t a ry inter-
ven t ion in Slovenia h a s been a 
disas ter . 

Serbia is w h e r e t h e "o the r 
Yugos lav ia" s ta r t s , t h e Yugo-
slavia of h i g h u n e m p l o y m e n t , 
s t a t e bu reauc racy , smal l moun-
t a i n f a r m s , l o w - p r o d u c t i v i t y , 
impor t - subs t i tu t ion i ndus t ry -
a n d mos t of Yugos lav ia ' s mili-
t a r y a n d h e a v y indus t ry . 

It con t a in s some of t h e m o s t 
n o t o r i o u s w h i t e e l e p h a n t s , 
such as like the Smederevo 
s t e e l c o m p l e x s o u t h of Bel-
g r a d e , w h i c h h a s s u c k e d u p 
appropr ia t e ly e l ephan t ine sub-
sidies for decades . 

Bu t y o u c a n n o t m a k e 
t a n k s w i t h o u t steel, a n d 
possess ion of a s m o k i n g 

steel-mill r e t a i n s i ts Stal inis t-
m a c h o appea l to t h e old-style 
c o m m u n i s t s w h o sti l l d o m i n a t e 
t h e republ ic ' s poli t ics a n d t h e 
a r m y . 

T h e t roub le is t h a t a steel 
p l a n t i n t h e S e r b i a n m o u n -
ta ins , f a r f r o m t h e sea a n d fa r 
f r o m cheap suppl ies of ore a n d 
c o a l , m a k e s l i t t l e e c o n o m i c 
sense . It wou ld h a v e been f a r 
be t t e r to bui ld a p l an t on t h e 
coast , capable of supp ly ing t h e 

e n t i r e Y u g o s l a v m a r k e t a n d 
beyond. Bu t mos t of t h e poten-
t ia l s i tes a re in Croat ia . 

Serbia , l ike Bosnia-Hercego-
v ina , Macedonia a n d Kosovo, 
does h a v e m i n e r a l resources . 
Bu t deposi ts t end to be smal l 
a n d i t s mines a r e o f t en old and 
u n d e r - c a p i t a l i s e d . I n Vojvo-
dina , t h e a u t o n o m o u s republ ic 
now re- in tegra ted in to Serbia , 
t h e r e p u b l i c a l s o p o s s e s s e s 
some of Yugos lav ia ' s m o s t fer-
t i l e a g r i c u l t u r a l l a n d . T h e 
w h e a t a n d maize f ields s t r e t c h 
a s fa r as t h e eye c a n see n o r t h 
of B e l g r a d e a n d a c r o s s t h e 
Sava river, where the plains of 
V o j v o d i n a s t r e t c h o u t u n t i l 
they become p a r t of t h e Hun-
ga r i an Pusz ta . 

The poores t of al l t h e repub-
lics is Kosovo, t h e 90 per cent 
A l b a n i a n - p o p u l a t e d r e g i o n in 
Y u g o s l a v i a ' s d e e p s o u t h . F o r 
emot iona l r ea sons Serbs h a v e 
sough t t o re-impose the i r con-
trol over a region which was 
t h e h e a r t l a n d of m e d i e v a l 
Serbia. Bu t it is a h u g e eco-
nomic d ra in a n d in pure ly eco-
nomic t e r m s Serbia wou ld ga in 
if, a s is a lmos t inev i tab le in t h e 
long r u n , t h e republ ic spl i ts off 
t o b e c o m e p a r t of a f u t u r e 
g rea te r Albania . 

Up to now t h e EC a n d o the r 
aid donors a n d credi tors h a v e 
m o r e or less explicit ly m a d e 

p rese rva t ion of t h e federa t ion a 
condi t ion for loans a n d assis-
t a n c e . B u t t h i s h a s b e c o m e 
i n c r e a s i n g l y d i f f i c u l t t o sus -
ta in , a s t h e In t e rna t i ona l Mon-
e ta ry F u n d f o u n d ear l ie r t h i s 
y e a r w h e n f u n d a m e n t a l dis-
a g r e e m e n t o v e r t h e f e d e r a l 
budge t de layed a $ l b n s t a n d b y 
credit . 

Signif icant ly , t h e m a i n point 
of i s sue was Slovenia ' s d e m a n d 
for deep c u t s in t h e mi l i t a ry 
b u d g e t , w h i c h c o n s u m e s 
nea r ly half t h e federa l budge t . 

Wha teve r h a p p e n s to Yugo-
slavia t h e mi l i t a ry sec tor m u s t 
be cut. If it splits into its con-
s t i t uen t p a r t s Serbia a lone will 
no t be able to a f fo rd t h e pres-
e n t r a t e of mi l i t a ry spending . If 
Slovenia a n d Croa t ia ag ree to 
r e m a i n i n a fo rm of confedera l 
s t a t e t h e y will m a k e mi l i ta ry 
cu t s a pr inc ipa l condi t ion of 
m e m b e r s h i p . 

A s i n p o s t - c o m m u n i s t e a s t 
a n d cen t r a l Europe , t h e o the r 
ingred ien t s for r e c o n s t r u c t i n g 
t h e Yugos lav economy inc lude 
c l o s u r e of l o s s - m a k i n g e n t e r -
prises, r ap id p r iva t i sa t ion a n d 
clear con t ro l over cen t r a l a n d 
repub l ican budgets . 

T h a t m e a n s t a c k l i n g t h e 
u n d e r l y i n g p r o b l e m s w h o s e 
neglect did so m u c h to b r i n g 
t h e c o u n t r y t o i t s p r e s e n t 
impasse . 


