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YUGOSLAVIA: Commodity Experrs and Nupcrt Policies
A. IKTRODUCTION
1. Yugoslavia has managed tp combine rapid ccounewmic growth with

fundamental structural institutional and social change during the last
twa decades. The aomual growith of resl GNP has averaged about 8 percent
with constant price value added in manufacturing and mining increasing
at around 10 percent per ysar,

2. The Yugoalav greowth experience cannot be fully appreciared

or understood without wiaswiag it in the context of the development of

the unique Tugoslav aconomic system charactearizaed by woriZers gelf-
manasgement and increased decentralization of decision waking. Unfortunately
this fasclnating evolution from 2 cemtrally adeinistered orthodox communist
system and its dmplications cermmot be discussed hera—-ouly its relevance is
indicatred.

3. Any dizcussion of ewport experience and expeort prometion in
Yugoslavia should, ideallv, discuss development strategy, general trade

and balance of payments policies and particularly the relation of

imports amd export. This task is not attemptad in this paper which
concentrates malnly on exports of manufasctures. Only incidental

remarks on the bhroader aud related issues are made wWhere nacessary.

4, Seciion B of the paper presents a gulok rveview of the
development experilence in export trade. Sectlon € outlines the export
promation pelicles of the country. Section D presents the concluslonsz,

1/ The views expressed are these of the author and not necessarily
those of the Worid Bank.



B. THE DEVELOPMENT OF EXPORT TRAD:

Growth of Merchandise Trade and Trade Bzlance

5, Yugoslavia's merchandlse trade has growe rapidly during the
last two decadss, with an accsieration -ip the rate of growth in current
values during the recent years of high internazlonal inilarionm.

Tebla 1

P s

Growth of Msrehandisg Trada

Growth Rate {Z)

1954 12653 1470 1875  1934-63 1865-73
Value (Current USS$
millicns)
Exports 24G.4  1091.5 1679.1 4072.2 14.7 14.0
Imporrs '339.4 1288.0 2874.0 7696.7 12.9 19.6
Experes as
% of Imports 71 85 58 53
Indices
i/
Export Volume 100 329 534 555 11.4 5.4
Export Prices e 138 161 305 3.0 q.2
Import Volume 1/ 100 312 609 807 i0.9 9.9
Impert Prices 100 122 139 281 1.9 8.7

1/ index of exports and fmports in current dollars deflaied by the index of
export and import prices respeciively.

Source! Statistical Yearbook, Yugeslavia, varicus years

The growth of imports has exceeded that of exports and the ratio eof the value
of exports to that of imports has daclined sbarply after 1965, The rapidly
increasing merchandise trade gap has been mzi partiy by workers'

remitiances and touvism recelpts {which were gvowing rapidly till the

raecenl world recesslon and amounted to $2.2 billion In 1974). During 1954~63
the growth cof expsrts and jmporis was largely the result of increase in
voluwes. Duriag the last decade the increszse in export velume kas declined
‘sharply.
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é. Tne rapid growth of forelgn trade shows that Yugoslavia

is a relatively cpen zconemy. Tha rativ of mevchandige trade to GIF
was around 35 percent in 1965, 33 percent in 1970 and 45 percent in
1974. The reldisnce on trade 15 high given the country's size and
per capita income., 1/

Growth and Commodity Composition of Zxports

7. The rapid growth of merchandise exports hag bean sccompanied
by changes In the commedity composition in line with the davelopment
of the aconomy. The importance of agricultural zoods has declined and
the Tvelatlve shars of manufactures (SITC 3-8} in torsl exports has
mora than deubled (Table 2}, Within manufactures the increase in gha
share of machizmery and ejuipment (SITC 7) is particularly noteworthy.

i

By
*

mle 2

£

Compodity Composition of Merchandise Exports
{(in percent)

1954-56 196466 1959-70 1973
SITC ,
O+L#4 33.0 26.4 19.3 11.8
2 27.6 . 10,7 | 9.6 6.9
3 1.2 1.4 | 0.7 0c7
5+6+748 37.5 BL.b o 70.4 80.4
5 4.8 ' 5.1 6.0 9.3
6 26.6 22.9 295 29,0
; 3.3 21.7 21.6 28,1
3 2.8 1.7 13.2 1443
9 6.1 0.1 0.1 e

Source: Yugoslavia 1945-04 and Starilstical Yearbook, Yugoslavila, varicus issues.

1/ U.N.E.C.E. Economic Bulletin for Furope, Velume 21, Ne. 1,
"Trade Dependence in Eurcopean Countries, 1953 to 1967%.
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3. The impact of domestic economis development on the structure
of exports is also seen in the shift away frem exporting raw materials
towards simply srocessed semi-manufsctures and highly processed
manufactures, f(Tabls 3)

Table 3

s e

b
I3

o & arm s, =Y = .
Struccure of Hxporhis by Decrwe oI Manufacturing

{(in peresnt)

Raw Materials 33 14 12 9
Simply Processad Materfals
and Semi Manufactures 45 ' 33 34 -2

Bighly Processed Manufacturaes 17 51 34 63

Source: Yugoslavia 1945-64, and Statlstical Yearbook Yugoslavia, 1975

The bulk of the change in this direcrion at the highly agsraegated level
of this classification, would appear to hava oecurred by 1963. However,
significant shift towards more complex producis bave cocurved within
the group of "highly processed manufactures”, for example the increasaed
importaace of machinery amd transport equipment noted im paragraph 7.

a, A glightly different ciazesificatlon of the compesition of
expores~-"by use of product”~also broadly exhibits ths natuve of structural
changes in the economy (Table 4). Again it would appear that at a

broad level of aggregation (investmant goods, lntermediates and congumer
gocda} signifisant chemge had cccurzed by 1965. However, within these

broad groups change towards more complex and sophisticated items has
continued gince zhen.



Tahle &

Exports by Use of Product
{in pexcent)

1954 . 1263 1279 1975
Reproduction Goods 57,1 42.9 52.4 53.0
Raw Marerials &

Semi-manufactures 2.1 25.1 36.2 34.4
Tuels 2.6 1.4 1.4 . 0.9
Manufaciured gooda ' 7 b

for reproduction (2.4 11.5 14.8 17.7

Investment Goods 2.7 17.2 14.4 7.1
Trapsport Equipment 2.3 11.4 2.0 - 9.4
Eleeryic Motorz aud Otherx
v Equipwent 0.2 1.2 2.2 2.2
Agricultural Machinery ‘ - 1.4 2.7 0.3
Ocher Machines & Equipmant 0.2 3.2 2.5 5.2

Conzumar goods 0.2 40.8 33.2 32.0
Food 28.7 18.7 i1.5 6.8
Clothing & footwear 0.2 7.0 B.% 9.4
Beverages & tobacco 5.3 b 3.4 2.5
Textiles {except clothing) 2,2 3.0 2.5 2.5
Other consumars' gooda 3.8 6.7 7.5 8.8

Scurce: Statistical Yearbook Yugoslavia, various years




Exports eof Manufactures

10. The bulk of Yugoslav exponts comsisc of maaufacturss and semi-

manufacturss-—i.a. products of the. country's industrial and mining sector.
: AR

he share of this sector in totzl axporss averaged 77 percent dn 1356-80,

81 perceant in 1961~-65, S$4 percent in 1946-70 and 89 percent im 1871-75.

11. The growth of exports of sudsazciois of industry and mining

is shown in Table 3. It appears that nine industry groups viz. non~ferrous
metals, chemlceals, metzl manufacturing, 2laccrical equipment, wood,
t2xciies, steel, shiphbuilding and Zaniisw, fava contrilhuied about 36
percent of the tntal incrzasze in - handize exports during 1965-19735.

The share of these industries in zotal superes increased from about 37
percent in 1960 to 55 percent in 1265 and 31 perceat da 1975. Duvring the
game pericd thelr shars of rhe GNP increased {rom about 18 parcent tou

25 percent. However, the sharas of taesz industyiee in fthe total value :
added in the industry and mininz sector has been stable around 81-63
percent during 1%60-75, In otuar words, on the average the major

export industries have grown ac a fastar rate thanm ithe economy ag a

whole but only at about the same rate as the industrdial sector as a

whole.

Tapla 2

Ixpeorks bv Industrial Branches ' -
{2illdion dollaxs)

Share in Increas.

1360 1885 1278 1875 1965-3975 (%)
Total Exports 566, 2 1091.5 15871, &072.2 180.0
Industry & Mining 423.1 386.0 1438.3 3707.8 94.7
Slectric Power 1.05 0.27 0.49 3.07 Q.1
Coal and Coke 2.26 .09 7.28 6.18 0.2
Fetroleum 3.23 8.76 C12.24 21.88 0.4
Ferroug Metals 21.07 21.24% 48,06 136.71 3.9
Non=Ferrous Metals 56,31 102.5%9 230.58 458.47 11.9
Non-Manallic Yicerals 14.58 32.47 40, 24 33,47 2.0
Building Matexials 1.05 1.73 2.47 5,24 0.1
Maral Manufactures 67.56 153.94 202.18 7&5.59 19.5
Shipbuilding 18.56 72.06 141.53 104,29 7.8
Eleccric Eguipment 246,17 61.7L 118.47 346,59 8.6
Chemlcals 16.82 54.53 3.41 417.76 12.2
Pulp and Paper . 7.72 18.76 32.7L 85.35 1.2
Wood 48.562 96.00 127.65 270,29 5.8
Textiles 33.70 %L.71 164.29 35&.00 8.9
Leather 13.39 42.82 78.12 241.76 6.7
Rubber 0.11 2.94 7.76 47.18 1.5
- Foad 532.21 68.85 23.71 103.52 1.2
Tokacco 19.82 34.89 3i.53 72, 1.3
Other, - 0.77 . 2.86 5.57 12,74 0.3

Source: Statistilcal Yearbook, Yugoslavia, various yaars.



12. Lertain aspecys of the growrh sxperience of the different branches
of industry are prezentad in Annex Table 1 with a vizw to indicating the
'distinguishing characreristies of the major exporting induscries. First,
the majosr export industries tend to bhe characterized by lowar capiltal
intensity. Beth capizal output and capital labour ratios are lower than
average for these industries. Noa-farvous metals and scael--two resourcs
basad industries~—~stand out among the export industries for thelr relative
capital intensiiy. FSecondly, the majer export industries include both
slow growing tradicional industries liks textiles, leather and wood
manufacturing as well as new, rapidly growing ones like chemizals and
electrical aquipment. Thirdly, the major export industries includa
industrizs which have experienced rapid as wall as scme (e.z. textiles,
leather ard mesal manufacruras) with low growth anmd stagnation in
productivity as iandicatad by trapnds in value added and production per
workar. Thess coumenis indicate chat.the succeszful axport experience of
diffarent branches has te be axplained oot in genaeral tarms but in terms
of specific industry situaéions, market rvelations ard *he impact of export
pclicy,

=3

#zort Orientation of Tudustxy

'

13. The export oriemtation of industry as a waonle has uwot changed
significantly over the lasi decads {Tahlz 2,.
- Table &

Rario of Exportg bo Value of Production (%)
{Current Prices and Zxchange Rates)

it

1965 1970 1973

Industry & Yining 13.3 11.3 12.1 '
Maior Export Induscries 17.3 15.0 - 17.1
Non ferrous metals 33.7 28.2 23.9
Chemicals 12.3 9.7 14.0
Metal Manufactures 14.9 9.5 13.3
Electrical Eguipment 19.4 15.5 22.2
Wacd 5.0 15.6 22.3
Textiles 1L.5 12.6 12,1
Ferrous Metals 6.7 3.3 10.3
Shipbuliding 62.2 534.2 44,6
lLeather 22.3 23.8 24.5
Other Industries 8.7 4.9 3.6
Pulp and Paper 11.8 10.7 10.9
© Non metallic minerals 24.5 17.5 18.5
Feod &.3 ik 2.8
Rubber 4.5 6.5 7.4
Petroleum 6.0 4.0 2.0
Coal and Coke 0.5 2.7 1.6
Tobacco 24.5 19.0 0.1
Electric Powar - 0.1 0.4
Building Materials 0.9 0.7 G.5

Source: Calculated from data in Stratistical Yearbook, Yugoslavia, various years.




- § -

There is some indication that with rapid increase in personal incomes,

1n linme with deliberate policy, after the Fconomic Reform of 1965 and
the subsequent inflationary pressures, thers was a greafer absorption

of production in the domestic wmarket. The drop in the share of exports
in value of production for a number of major export-industries, e.g.
chemicals, metal manufaciures, electrical equisment znd wood wmanufzctures
during the boom year of 1270 is suggestive. There is a secular deciine in
the share of sxports in the case of nca-ferrous wetals and non-metallic
minerals {as they are increasinglv procassed te a higher degree within
the country}, and because of domesiic consumption in the case of tobaces
and preocessed food.

L4, It iz also evident from the Tacle 6 chat if the major export
industries were defined not in terms of their centribution to expert

growth during 1965-1975, but in cerms of thelr ewport cwlentation, pulp

and paper, non-metallic minerals and tobacco would also be included in

the group. On that definition only the obvicusly immobile industries

{e.g. building marerials and electric power) ami clearly import substituting
industries {e.g. petroleum and rubber produstg) would nemsin outside the
group of major export indusiries. This euly sarves to underline the
relative outward leoking patzern of Yugoslav development.

Export Diversification

1s. A atriking feature of the development of expert trade has been
the increaged diversificarion and the very wide range of manufactured
products that are exported. Annex Table 2 shows the growth of .
exports of engineering goods. Alse, adnnex Table 3 ghows the rapid growth
in the number of products of manufacturing {(defined at the seven digit
SITC level) that are exported. Thae eztvenely wide range of axport
commodities should have contributed to grester stabllity ip exporxrt trade
relative to countries with a high degree of concentration of exports on
a few commodities. In fact the gyowth of exports has fluctuated widely
both bacause of international and domestic economic factors. The average
annual increase in the valua of merchandise exports was 14 percent

during 1965-1975, but the growth rate ranged from about 1 percent in

1968 to over 33 percemt in 1974. 1/

1/ It is noteworthy that the export volume Iincreased by about 3 percent in 1968
and by lesa than 1 percent 1o 1974. The growth of ezpoert velume during
1965-75 ranged between 0.8 percent in 1974 and 17.5 percent in 1972.



Import Jependence of Exports

La. The axport orisntation of industry co-exists with a high

loport intensity of ind;strial production, particulariy of the export
Industries (Tabla 7). All the export industries except wood maaufactures
had an import courent of aver 20 percent in 1970, Foxr a number of the
industries the imporz content of predection hes been riging. The net
fereign exciange concribution of che exports of these industries is
therefore considerably less than the value of their exports., 1/

Taple 7

Import Content (Direct and Indirect)
' By Industrial Branches

Import Content as 7 of Producticn

Electric Power
Building materials

o
°
-

.
&
@

- 1962 1568 1970
Expert Industriss '
Non-ferrous metals 14.8 26.5 3.4
Chemicals 22.7 9.7 32,2
Metal Manufactures 16.2 18.0 23.3
Electrical Equipment 19.6 22.3 27.%3
Wood Manufactures 5.9 12.0 15.9
Taxtiles 27.0 28,1 29.5
Iron and Stesl 18.7 23.2 26.9
Shipbuilding 37.4 30.8 35.5
Leather and footwear 22.9 24.0 26.3
Otheyr
Pulp and Paper 7.6 15,0 21.9%
Non-metallilc minerals 9.2 12,3 12.5
Food 2.8 13,2 14,1
Rubber 32.8 31.0 35,6
Coal and Coke 146.0 15.2 18.5
Tobacco 5.8 7.8 1i.9
3.8 5.6 5.8
8.0 7.8 8.4
L 2.4

?.-J
-
.

o
(o)
o
£

b

Petroleum

Source: M. Seculie, Csletliivost Jugeslavensghks privrede na promijene
uvoznih cijena - strukturna ansliza, Ecovomakl Pregled, Zagreb,
Ho. 3=4, 1572,

1/ In the case of all the export industries except shipbuilding the value
of exporte is exceeded by the dirsct and indirect Import content of
production. The net Impact of the sector on the balance of payments is
negative. This is one reason for the recent pressures for greater import
substitution In raw materials and intermediate goods production. 1IE such
impert substitution i3 high cost it could affect the export competitiveness
of these industries. £ course, inm the present tight balance of paymenis
situation exports may be affected by the failure to secure exchange for
imports needed in production. The issue Lz under discussion in
Yugoslavia,
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Diréction of Export Trade

17. The declared objesctive for some time has been to direct trads
increasingly to the convertvible currency areas. The objective veflects
the nead for comvertidble currency earnings to pay for the imports the
larger part of which are from convertible currency arsas in the drive
for medern technology, increased productivicy and efficiency as the
basis for higher standards of living. However, in practice a

pragumatic policy has been followed in the faca of difficulties in
expanding exports to western developed councry markets. Thess difficulides
reflect structural difficulties (the necessity of upgrading qualify and
sophisticacicn of producers' and consumer zocds axports), compebition
from other sources, and protectionist policiss in rhe markers. There
has been a large increase in the relarvive importance of the East bloe
market during the recent recession in Europe illustrating 2 suzecessful
diveraion of exports in adjustment to the scagnaricn in the OECD markets
{Tablz 8). There has been a secular decline in the share of exports
gning to the LDCs despite policy statements to the contrary., Partly
this has resulted from a policy of converting bilsteral tralde agrzements
with these countries to a copvertibls settlement basis. Other factors
nave been the difficulty in competing with develeped country suppliers,
the preference of the councries themsslves for sophlsticated equipment,
and alse perhaps the . ahzence till recanrly of an agzressive Yugoslav
export drive ¢o these arezs. Txporis to LUCs have lngreased very
gharply in 1575 partly as a rasult of exporis to the oil oroducers bur
alge as an adjustment to the stagmation of Furopesn markess,

Dasgination of Exports bv Hegiens
{in parcent)

Total Exports ﬁ@nufaatured_iﬁpotﬁs -
Cauntxry ‘ {83170 0-9) n _{51TC 5-8)
1961 1585 1970 1974 473  198L 1985 L1870 1374
CECL 33 43 56 - 46 3h 35 28 48 42
Sine Sovlet 32 &2 32 42 47 43 3G 37 &b
L2Cs 15 15 11 12 17 22 22 0 15 12
100 100 104 106 10 106 160 160 100

. Source: OECD, Statistics of Farelimn Irade, Series B, various issues and
Staristical Tearbook, FTugealavia, 1876,
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e, fforts to penstrate the OECD market were aspecially successful
during 1963-1970 (Table 3). During this period about four-fifths of the

increase in total exports amnd thrae-fourths of the increase in manufactured

goods axporis went =o the OECD countries. he relative ghave of the QECD

markat in a2 increzase of both total and manufactured goods exports

declined zhazply during 1970-74 to less than half the proportion in 12653-187G.

T
e del ol

inz vaflacts the increasing difficulty Yugoslavia facad in selling
Lo tha convertible currency zareas during the recession and the marginal
nature oo 2any of Yugoslav experts to the OECD countries.

Tabla 9

Regicnal Distribution of Increase in Exports 1965-70 and 1970-74
{in percent)

Share in Increase

1963 ~ 13779 1375 - 13974
Region . | SITC 5IT SITC SITC
0-8 3-8 -9 -5
OZCD - 81 75 39 37
Sino-Soviet 15 19 49 52
1DCs 4 5 i2 il

100 100 , 1048 100G

Source: QECD, Statistics of Foraisn Trade, Series B, varicus issues.




Export Performance

3. Yugoslavia's export
of councries in Table 10. It
gxports have increasad fascer
the fast growing exportars of

12 -

srowth is compaxred to chat of other groups

is avident rhat during the 1960's Tugoslavia's
than those of developed market aconomies and
napufactures among develorping countries.

The relationship was reversead during 1970-73. 1/ Bowever given dilferences
in commodity composition amd in the covntry distribution of exports such
aggregative compariscns ara of limived walue as indicators of axporc

performance.
Taple 10
Growen of Tuport Trada, 18060-1573
{parcent per annum)
1960 ~ 1970 1970 -~ 1973
Yugeslavia 11.5 . 13.2
"Bevelcpad arker
' Economies 14.% 22.0
Socialist econcomias #.3 20.3
Davaloping Countries 7.2 23.2
Major fast—-growling
axporterz of
manufactures 9.7 31.0

Source: UN,Review of International Trade ard Develcopument, 1975

In fact the slowdown In the export growth rate of Tugoslavia srartad
befora 1970. The growth rate of exporss was 14 percent in L60-18483
and 9 percent in 1945-19270.

by
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20, A simple analysis of the impact on the growtb irate of the exports
of QECD countries during 1965-73 of assuming thar the commodity composition
{at the SIIC one digit level) and the distribution betwesn major markets
(UICD Zurocpe, Other OECD, Sino-Soviet and LDCs) is the same as that of
exports of {ugeslavia is presented in Tahle 11. For comparison the growtn
af Yugoslav axports s also givan.

dable 11

Export Growth of OECD Countries, 1965~-73
{assuming Coumodity Composicion and
Regional distribution same as Yugoslavia's exports)

Percentage Increase

1965-1970 1965-1973

Actual Export Growth,

QECD countries ' 79 230
Adjustment for Reglonal

Distribation L/ ' +8 47
Adjustment for Commodity -

Composition 2/ -3 -3
{Actual Growth, Yugoslavia Exports) (54) (249

Source: Calculated from data ip OFSD, Seatistics of Foreign Trade. Serxies B,
1966 and 1973,

1/ The weighted average of the incresse in exports of OHCD ares to each of
the four country groups distinguished #n che text, the weights being
the share of these country groups in the fotal export of Yugeoslavia.
The difference between this calenlated growth and the actusl growtch of
exports of OECD countries 1s 8 percent in 1955~70 and 47 percent in
1965~73. '

2/ The welghted aversge of the increase in exports of UECD area for each
commodity group (at SITC, 1 digit level), the weightz being the share of
-these commodity groups in the tetal exports of Yugoslavia. The difference
batween this calculated increase and the actual Iincrease of exports of
QOECD countries is -3 percent in both 1963-70 and 1963-73.
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It appears that the commodity compositiopn of Yugoslav experts has a

small negative effect on axport growth while adjusting for the

destinarion of these exporta (as between major country groups) has a
somewhat larger positive impact. Overall, one would conclude that even
though Yugoslav exporta increased somewhat faster than those of OECD
councries during 1965-73, when allowance is made for commodity cempositicn
and regional distribution of exports the Yugeslav performance was somewhat
peorer. However, the analysis 1s at a highly aggresate level, Ia facr,
the favourable impact on the OZCD esport growth when adjustment is wmade

to the Yugoslav reglonal distribution of sxporis largely reflaects the
relatively greater lmportance of the Sino Soviar countries ia the

pattern of Tugoslav trade. The exports of GECD countries to the 5ine
Soviet:.cuuntries increased about 23 percent faster than their zotal
exports during 1965-1973 {(over 20 percent per year as compared to total
export growth rate of 16 percent per vear). Yugeslav exports to these
countries increased much more slowly, for Yugoslav policy during this
period wag to divert exports te the comvertible curvenay areas, parti-
cularly to Western urope, and to raducz the size of VYugoslav clearing
account balances in bilarceral trade.

21. The changing share of sxports of mauyfactures frem Vugeslay in
the total Ilmports of manufactures of the Eurojpeas OECD countvies ieg shown
in Table 12. Yugoslav policy bas bsen ro ibcrease erporss to thess
countries. It is eviden: that Yugeslav sxports te this market have
increzsed faster than the exports of othar ceountwles. This would support .
a judguent of good expert paxformance. ' .

Table 12

Share of Yugoslavis in Total Immorts, OECD Furope
{in pecoent)

:]

]

QECD Furope

S1TC 1961 1965 1870 1973 1561 i8n5 1370 1973
5 0.2 0.2 0.3 0.3 0.1 6.2 0.3 0.3
& 0.3 8.4 0.7 0.8 2.3 0.5 0.9 0.8
7 - 01 0.3 0.5 -~ or 0.3 0.4
8 0.6 0.8 1.0 1.5 0.7 0.9 L4 1.7

Total 58 0.2 0.3 0.5 0.7 0.2 0.6 0.4 0.7

Source: CECD, Statistics of Foreign Trade, Serizs B, wvarious igsues.
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22, Table 13 compaves the growth of Yugoslavia's exports of manu-
factured goods (SITC, 5-8) im four different markets with the growth of
axports of manufactures into the same markets of the UFCD countries (which
roughly may be taken as synonymous with the developed market economies).

It is evident that the relatively slower growth of total experts of
manufactures of Yugoslavia was essentially the rasult of the slower growth
of Yugoslav exports to the Sino-Soviet countries and the LDCs. Duriag
1%65~1973 the manufactured exports of Yugoslavia to these markets increased
at between 30-40 percent of the increase of the exports of the QECD
countries to them, In the markets of the GECD countrizs, however, Yugoslav
exports increased significancly faster. It could be ﬂr"ued that the goad
performance in the OECD markets was at the expense of tue other marksts

and refiected the diversion of exports from them to the OECD markets. In
the case of the Sino-Boviet countries the relatively slow increase,

more probakly was the result of limited needs for imports from those areas
and the policy of not acoumulating sxcessively large surplus balances with
themw. The relative stagnation of exports to the LDCs appears more

clearly to reilect a poor export perfisymance.

YugcuiaV‘ aﬁq thu UnCD Crwn s hﬂg

Exports tg

Worid QECD Europe vher OECD Sinc-Zoviet LDCs

SITC 5

Tugoslavia 194 2853 2487 178 76

OECD countries 235 288 175 187 188

SITC 6

Yugoslavia 229 312 416 216 2
- QECD countries 200 237 116 477 163

§1TC 7 :

Yugoslavia 174 1463 183 7% 91

OECD countries 265 283 257 361 211

SITC 8

Yugosliavia 207 221 . 343 190 6

OECD countries 254 320 178 jea 163

Total SITC 53-8

Yugoslavia 202 ‘ 409 337 . 1438 69

OECD countries 239 273 152 363 150

Source: Calculated frow data in OECD, Statistics on Foreidgn Trade, Serles 3.

23, Lt is not possible from the ver y reugh analysis attempted above
to come to a clear comclusion abeur Yugoslaw expoert performance. The
material is suggestive, not conclusive. RBroadly one could perhaps speak
of a good, but not an exceptional export performance in foreign markets.
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C. EXPORT PROMOTION POLICIES

evelopment Strategy

_-%s Tt is difficult to classify Yugoslav development strategy iotoe

he imperu-substitution export promacion dichotomy. - Import substitvtion

md export promotion deo wot appear tc have heen seen as alternatives but
rere followed in diffarent ssctors atr different times. Thus im the

:arly poastwar period of inward-looking develiszment, industries were protected
i their exports wers subsidiqed. Ar the same tima hhe JL‘uLGQK” of basic

rare taxed. Lo Zhe lagar staée_ot oueuars
substitucing invastments and exvor:
simuletanacusly.

5. During tha initial postwar period a distimetly autartic

Jevelopment strategy was adopted and ¢ ﬂsgita the zovement towards self-
nanagerant and decentralization Irom around the £ifties an ifnward-looking
development strategy continued fov some time. Unsuccessful attempts ac

foraign trade reform wers made in 19532 and 1961. During this pevied exports

£ certain commoditles were encouragad, buf egsentizlly to acﬂnrﬂ foreign exchangs
exchange to pay for necessarj importa., An exchange refpma in 1961 devaluad

the curreacy and =atablished a customs tarlif. A mojor shire in policy
sccurred with the Economic ReLorm of 1965.  The Ecanomic Refoim hnd ] S
_as one of its objectives the batter *ﬁﬁebxa fon of tha Yugoslav éconcay with
the world economy &g an essentlal element in the dyive towarde cconowiz
efficlency, inerezased productivity, and higher standards of living. The

dinar was devalued, customs tariff rates wars halved, imports were liberalized
and the foreign exchange regime ovarbhruled. aiaca then the developuens

gtrategy has been strongly outward lookiag. TForelgn trade has bessn clearly
viewad az an englne of growch. Following the veiy severe balance of paymenis
problem afrer the rize in fntermalicnal oil prices amd the subsaquent world
raceggion, antentlon hag shifted, in the preparation of the 1970-80 Five Year
Plan, tovards devaloping domssiic paoduction of demestic raw materials and
interzadiate goods. avding reducing import 369@ndenc# had heen
made in eariier five year ﬁlans bJu imvestmens QEﬂLSian wera not geazed to that
cbjective. The situation cauﬂd be aiikarents The "new’' system of planning

that hzs now been instituted aims to make Che rlau targats {which ara stiil
arrived at by a process of discussion,conseliacion and agreement from Che
enterprises up, withia general guldeaiines provided from above) into a binding
covmitment rather than an indicatz guide. However, it is too .early to be.
conclusive.

a)

General Economic Policies

26. " General econowlc policies and cheaveluwcdon of the institutlonal frame-

_wczk.has uad.xmglicatians fozk@xpg&h,paafarmaacbo__Sigcg the Economic Reform '
Yumozlavia has experienced vates of inflation signiflcantly hizher than those



prevailing in its main foreign markets. The cest of living index increased at
around 3 percemt per vear during the 1966-~197G and at about 19 percent
per yvear during 1970-19795. During the same pariods the wage per person
in the social sector increasad at about 14 percent and 22 parcent par
annum raspectively. Induscrdal r*Jz:::m.,uar prices which increased at aboul
2.5 percent per year T nalf of the 1980's rose at a rate
_0% about 18 percent CJ%ﬂE:EEE_ﬁ@f: of tha seventies.

G

27 The imp 2 flatiop-~refleating both cost
push o2ni 2xcess 3 4 norts was cushioned by the
flaxible axchanga z followad. Tha dinar was devalued

twice in l9fl_~mv ; A anuary and 11,3 perceng vis-az~vis

the dollar in uﬁﬂemDEI”“tD a 2 of 17 dinams to th ne dollar. In February

1973 the dinar followed the US doilar devaluagion of 10 percent, and the

affecrive {trade welgn*ed) davaiuatl '
o

uation of the dinar against the O0ECD
countries was about § varcent. Since 1973, thera has existed a limiced
foreign exchange "mqlgat‘ in which authorised commercial banks buy and

sell exchange at rates which the Naticumal Bank contrels through marker
inrerveation. The "market” exchange rate averaged 17.39 dinars te the
dollar in 1373 apd 13.18 dinars to the doilar in January-apwil 197%.

28, The antl°lnflmulﬂ ary measuras taken in the past were also
geared to work Im favour of axpors An important elanment cf price
contrel policy has been to keep prices of basic raw watecials low as
_an anti~inflatiopary suap to preve1t ra;atlag orice lacresses. This
“would temd to increase profitablility ﬁr rhe processing and finighag
products industries most of which, as has been discussed earlier,are
export industries. The pslicy could be viewed as providing a subasildy
to the export industries. Alsoe vestrictlve credit policies adopted on
saveral accasdong have not heen puplisd to export credits. For azample,
in 1972 the expansion of bank credit was Limited f£o 2 parcantage pelnrs
betwean end Auvgust and snd Decenmber, but credit for exports was exempesd. .

-1

ariff and Trade Polizy

29,___ The gemeral trend towards import libevalizatios till the
temporary reversal following the severe balance of payments pressures

of last year have alzo werked towsyds. strengrheuing the basis of
industrial davelopmen® and zhould have, therefore, had a favourable

impact om exports in the long rum. The trend has been towards lowagx
tariffs, though shert-tarm mesasures to protzer the balance of paymanis
have cperated in the revarze diraction. The average level of customs
tariffs was reduced freom about 23 percent £o abour 12 percent inm 1965.
Average tariffs, ademiftedly, are novoviously misleading, and peotection
for specific items may scill be quite high. While average tariff lavels
are low the tariff procection enjoyed by the matal products and tha
electrical equipment industyies la almost twize ag hlgh. Tn mid-1%72 /
tariffa on 1,100 loport ltems--malnly Ilmvestment goods, trangpart

equipment apd ravw materials--weve reduced by 1 to 12 percent.’This could
raise effective protection levels in certaln sectors, aad congequently

the overall effect on protection levels of such measures requires study.)
Effertive tariff rates for metal products and electrlc equipment range -
from 7 percent (shipbuilding} to 80 percent (cables and conductors) (Table 34) .~
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TALLE 1.;, ¢ Noemiayl and Kffective Tardifs by Industry

Energy ' ! Wood products .

Electricity [¢Xi] er and boards A .43

aa - ol wood products iy - A

Coke and as hEY Chemical wood products HERH 1824
stroleum and naitical zas . {‘G Tewiles ued clothing

reiedm predoeis e | Hemp snd fag Sher 5N 2063

Metailurgy { Cottan yarn wnd {Lbrics in7 3554
lroe ars 253 Waooilen vura and fakrics 14,5 3AR3
Foreous metalivrey 2300 u G 8 Il
Nonferrous meiatliv ores . -~ 1.3 129 ERR
Alvming and ziuminum K +.23 : hing R 4214
Qther nprierious metals ) s o+ Qifter toxtile produgts 173 e
Relitng mils of auaferzous metals 9.1 3334 Lentrer und rabner :

Nonanctals [EATHIE L 13 33144
Nuamstallie fiserals s (a4 i Lo her Mootviear A 1151
Gilass i35 b et N ' Lewbor fancy goods and made-op anicles 147 13,44
Refrucsory material i3 3.46 i Rebher 127 1.0
Poreeluin and ceramics JRRY) T2 Foad Products )
Ciher processing of monametnls .l A Miiling of corealy 14 5RO
Stone, sand and lime 3.0 .64 Breud and pastes e 10,3
Rrichs and tiies . AD 436 - Livestock stunghior 2nd meat preparations 144 6.1y
Cement ) 0.5 16,64 " Fruit and vegetabiz preparutions f.1 431
Grher buildiny materinfs (D) 1802 Supur .1 26.45

Metal products ang electric equzpment . Sweels amd consi progducts : .4 14,54
Matal \cmgpfudrcz\ 219 £5.63 Vegetable ofty ong futs 33 16,22
,\;“'.mllu" 1i muchines R K £ ¢ Alcoheol and boveranss in.e 39,74

k3 45.00 Giher Toudssullis X 15,97
243 .t furmmgiteyd tubuesn 0 1251
3.4 3348 Tubagep Masufacipres 280 56,87
W7 L 4L77 Others
Metal products, nor ehewhere soscified S N e Priating, publishing and allied mﬂu!tr:c* ng - =343
Stipburdiag 33 557 Moiion picture produclion A =6
Electrical machinery aad apparalus PR 49.33 Miscellzreous irdusirics A4 an.4z
tapparatus for househ woid te 0.8 8157 Apricaliore
Cobles and conductors 20 Tout gCr'"'- Fueming D€ roT
d eEMIRIC N SOIHPIMENt &:5.-‘- 39:::6 Frax crawing and viticuliure - r"", h,:‘_i'
Cther e il produats 0.0 18,32 Livestock breedsna Sy Y

Chepticats L Fishing : 24 6.0

Wonergatse wnd organic chemicals 57 T4 F

" A A aresiry

Prastie auugeriabs amd ey Kb 12.0% Forestry 18 T
Pharmaceutical produgis [HX3 i3.5% e . '
Soap and cosmetics 17.5 35k

Plastic articles IBY 3690

(uhier chemicals 0T -~ 1673

Paper and collulose TE v 1934 SOVRCE: Efekiivee Carinsha Zuscite v Jugasiavie ¢ Llubliana:
Puper producrs 130 32.44 Ekonomski Instinng, Pravae Falultete, 1972).




30. The ivpori systam diziinguiches batveen ilibtevalizaed imporis,
CdﬂdaLlQﬂuklj Wheralized inp

&y I mp"" (- L;"'}.(.\ B2 2 J."‘(!u J\ SR ".F‘ 11'2;9 :{u_u (o
and hose under Sommod

} srd licenses. The proporticon of bmpory
under the Sully libarslized cat geny was 18,9 per.ent ir 1967, 28.7
percent im LYIL, aﬂd ghogt 50 parcent dx 1973, In April 1572 & farthexw
5 percent of Impocts was shif:ad te this category. The balance of pawn
pressuraes of 1474 lead to s temporavy rweversal of the policy, Immori

deposits were Introduced dn 1774, In 1373, import suzchar: ware
increased Lzom the ewﬁa ing 2 percend dnd 6 perceﬂa te 3 percent snd

10 percent respectivaly depapding oo the type of commedity that wag
importaed. A procedure of specizl liceosing forv imﬂﬁr’a was nstiturad
in 3273 covering nearly a third of total fmporcs. The MELSULES WAL
clearly sherts vuaz. The {wpovt depcsip requiremenis laps at. the end

of 1974 and vhe special licensing procedera af the end of 187 e

experionce indicatas that whila the palicy obj rrlve LK

the goverwsant fakes a pragbat 280 1ot |

adopt messvres whiszsh teoporari

Fiscal and Credit Instyuwonis

3%, Exrension of cyedip :nrough ©

regionel/sastonal ohisctives has baen 2 wainy
national objectives. Selective credin policy
promaiion bouh in terma of sure favouzable avas
paeriods of credic vesuviciion and conceszicopa

cimal Bapnk for selactiva
instrument for achiev
has baen goarsd to €
11ehildcy condinions

dwrim

amiual monerany tavgeta,. privileged redlscount facilitles oith the
Raticnal Eaak up to 2 coviain awount are sarearked for export r

The redizacunt rate du 3 pareent coppares Lo the generskt rediacouni o
af & percont., The Inteveat vates commevelal honks cherge on sxpors

credits 18 & parceni ¢nuparad Lo the wzusl rate charged for other cradit
of arcuvnd 1L percant. 1/ Almost the wbole incresse in Nstlonel Deuk's
cvedinrg durding rvesant yeavs haw consisted of rediacount and other crecit
far selectlva purponas.

3z, Yugoalavia bas alae developad a facdliny for providing wmedium-

terw fincunce credit to the exports of machinavy 2nd eguipment. Wirh
decentralizacion the Ixyport Tredit and Inszursmce Fund bes botows ag

28 5]
sutonomous associncien of enfetpriszs nnd banks with uat”i-wnatfu
also fiom the republics and the Federal povernment. About $24 millioa
umTP excended a2z suppllars o 3. The flow increased to shout
tiom in 1965, bhut deciinad ¢ .
to & leveld of 5150 million dn 1973, Abgul 83 percent of the credits
disbursed during 1%5%-73 were f£o ¢ o & CULTSney arsas. The
dlshursement of axport aoradits during this peried gvervage  szhout 23
parcent of the ewporte of nsehinsry and transgort agduipient ddF ng bthis
peried. The votal export crzdizs outstanding at the and of 1974 was
over $709 milliion. The halance of payments prassu:aa of resont ysave ha

coustrained Yugeelevia's abiiivy to incrveaze exports of capinal socds

paroicularly o the nou-5i1 daveloping countriesz which are shory of
axchange Lhremselves.

In 39
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Encouragetent of Jelnt Ventugas and O o Aersangnts

36. Dirvect fowredgn inveostmans = haeoo ancauvaged as part of the
process of fuller inteprationm in the world zcounomy and the seaxch for
e‘Lﬁﬂievcy thay acenlevatad with ¢the Feonouniec Reforsn. The i
legiglation was enadred in 1987, Tho access to technolagy
ano marreting chevnels provided by foraign iunvestmant, in sddatic
finznce, wers wviewod 2z having faveurable ecoavmic effacis.,  Jodot veniurs
are ewpacied fo be “mpert-oriented”. The joint venture enlo
revention quoka of 20 percent of erport sarnings plus aucthav
te be used far profilv remiftances and eapital repatriatiou. TR
numnar of goint veptures have taen scarved, though rhe divect invesomens
of foraign capical involwad iz fairl ~Qd (R ;} The venturas havs hean

T
concentrated largely 4o the metal, alacnrical ecuiumanL and chemical
induarries, indicating theiyw ‘%»c:rerv, a3z a wvekicle fovr kaowhew., Tazir
direct coctvibution £o the gresndh of zuports i Got very ciezr. Jelal

venturas are expect:d 1o be Tauport-ovissred” buc whenher Jn {sct zud vhe
extent to which they bave had oo fepact oo exporis 1s a metrey fov devaiisd

etudy. 2/

37. Yugoslavw ant prﬁ.cr hsve 314n qwswbﬁ wideiy the practice of
entering inte 1qng~ » forelgn wanuizorursrs
aithar for producing for axpmxt for producing parte
for production lines oﬁ ke ziasg wlacture about 437 such
agracmants had bean 2 roanents bave booan peuiis
celarly loportant k& by % ~,; : : the 97—ctruhia” Induseriss.
itodis emtimzted ghat for aboug 1,5-2.7%
percent ¢f imgporis = 3f It would appese
that chey have had areign extnange renninis
espacially when o-s ghout half the lewvel of
caral impors.

Q7% .

- Foreize Tavastment in 2 Bonislish
Econﬁmywane Tugosiw? Exparienea’, Weliwirrschal
i, Befe a5, 1575,

Tn 1975 goods valuad ay aboot #2091 millilen weve fmported for proc
and re-export and goods wvalued s 3384 willllon were exported. Thia
indicares a low level of douwestle valne added in this crade. Tr
elear whether all the trads o be attributed fo lonz-terTm cocterztion
agreements consists of what the Yurgesiave oall “sotive improvement
trade  -—ingorts for procassing and roe-awnoris. Oue would imagine the

AEE]
-
,(

not all cooperstion agrecients would fovolve imporis fox procuﬁgingf
manulaciure snd exports. Tus Yugoslev producer mey bha u”img
supolisg and inputs ro

8 ;rnvicm componsnts for producrion line fc’
the Luropean masufzctorers
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Impors Folicles of Develaped Countries

38. The luport vestrigtions in che developed country markens of
comoeiities ' @5t Lo Yugosiav as for ethey
daveloping poTtant constraing growtli. Toia
consbyraink in ipternational fovs g by direct trade

negotlations. uae iz i3 ong of the maj iaries of thea

SEnATaL pralaie
the EEC in

About $I7H mi
the zommuiiy’s

T Ak

"1
2lav eXporvts o

preferencs systen.

QUVAr Sow would have oceurrad evan wirshout tha achems.
Ares-vedy wion SR dn rdlaren L?u;,
1T which crearment far a aumber of
lturs

aby beef., Yugezlavia has 2 wajer medt
sports of live aﬁ 1
increased from 315 mi¢iion in
to §i48 willion f?LLbWin$ a

TEC in 18976, This dncident highlights the
port and protection policles of ghe developed ﬁ;ean
cecopuaic Fortumes,

v

tand mant

3

: Expo*ts % these items
1 miiliop in 1973 Lut collapsed
e ":‘

B. COHCLUSION

39, Yugoslavia hkas sustained a faivlv succassiul vesord of econowic

growth and structursl shange for a long serded of tiws. - It has feollowad o
pragoatic but broadiy oviward oviencad devalonmant g agy. 4gain bvoadly,

¥ Y ]

and with short-tere veversals o the Lrend, 10 baa Dﬁfﬁ follcwing a noli
* e =
%.L

v of
greatar import liberal-ization aod lowar pronec iu W the chiest of
aeweueplag fomoTe competinive fndusi : Uhiles there has aisc becon

the objeciiva of re-avianainny trads ¢

RHES Swited

i
wertisle currency sre
the developlog countmies Yugosisvia iu itmit&ﬁ pucness in pRnel
these markete. Paytiouleriv doving the }aﬂr twa veaars there has been z
sharp refoin Lo the twadislenal vartern with bulk of the sawporis gofng oo
the Comecan councrias. Yugoslavia has used and 52433 uwsasz wost ol the

B
traditional ewpovt promecion techniewes. 0 is difficule te qraﬁcify ol
axport subuidy oquivalent of fhase messurea. I wounld appaar that the
ravention quoba and The avail“wiFitv af credit for export kruduatic“ an
aoncesslonary Larms ave the malov promotlocal davlaaﬁﬁ %qw;v&r, mure

&

the centinustion of the accelevation in grovih of rhe developed countrvies

ana guccass in muliinagtlonal trade negotiavions for increszsed dccess to
these markats including veduction in nou~taviff reatvicticas.

important £hau these dn daterminiung futuie export growth would appear to he
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Annex

NUMBER. OF EXPORT ITEMS  OF MANUFACTURES

SITC 1963 1273 1973
Category Product .
5  Chemicals . 181 2he 233
51 Chemical elements and componentsa 34 102 105
52 Mineral tar, chemicals from coal 5 2 2
53 Dying and tanning materials 17 21 23
54  Medicinal and shiarmaceutical produccs @ 31 36
55 0ils, perfumes and cleaning marerials i1 24 10
56  Fertilizers manufactured 2 7 g
57  Explosives and pyrotecline products - 9 8
38 Plastics - 19 15
5%  Other chemicals ‘ 23 3 26
) Manufactured goods clagsified

by material 253 53 618
61 Leather and skin waaufactures 16 5 22
62  Rubber manufscturing ' 10 26 26
63 Weod and cork manufactures 40 &6 £7
64  Paper menufacturing 2 30 . 46
65  Tewcile varn aud fabries - ‘ 49 110 ag
%6 Nom-metallils mineral manufactures 39 83 8y .
67 1Iron and steel manufactures - . 3 67 84
68  Hop~feryous matals 3% 58 &6
6%  Other metal mouufactures : 65 123 142
7 Machinery and Transport Equipment 196 372 427
71 Ronm~alectrical machinery : 98 175 204
72 Electrical machinery R 140 1a4
73 Transport acuinment 15 57 74
3 Miscellaneous manufactures 147 272 223
81  Sanitary, plumbing, heating manufactures 10 » 12 12
82 Furniture . oD 20 23
83 Travel goods, handbags 3 8 . 8
84 Clothing ag 53 . 58
85 Footwear 14 15 15
86  Scilentific, oprical goods, watches - 28 - 64 75
87 Qther TAQ e 102
Toral ' 737 1,483 1,573

1/ Saven digié items in the SITC - classificaticen

Source: Statistics of Forelgn Prade of the 5FR Yugeslavia, 19561, 1971 and 1975




Annex

Table ! 4

: Retention-Quota Rates

Empﬁwpgra Ex@ur%erg Ezchange
af Selootaed of Rerd Raceiptse
Gepliol dotor frow
Bagle Gocda azd Yehicles Cataring
Goods  Phomgeciienls and Sapvices
o, Traghors
I, Reton besad om ratlo
of soporta sales
to tobal ssles
Zxport shareg
O < 20 per cont 7.0 10,9 12,0 20.0
21 - 30 per cent 8.4 12.0 Ihok 2L.0
3L = U6 par cent 2.3 Yo 16.8 28.0
1 - 50 per comt 11.2 16,3 19.2 32,0
1 = &0 psr cent 12.6 18.0 21.6 36.0
6L ~100 par cent 1.0 20.0 24.0 k0.0
II, Inceontive rotea besod
on the rote of iu-
crennc of axporis
gver the pagt yearl/
Mapwcl grosth of
QEDOL LS
10 =25 por cont 8,75 i2.5 Bl 5.0
fvar 25 per szmt

10,50 15,0 18.0 30.0

= s

IfI. Special fixed retemtion rates applrying te cmports of gpeelfic

goecds and sorviges

Orgrnlsing of intsrmeticmal feirs

B el L

20,00 per ceat

Wouwly mined gold mald to the Fotlonsd Basis w te 20.00 per cazt

Eotols

Raproscatation of foreipn fipnso
Sales of sismps for philaetalie purpogen

20.00 psz ceub
£C.00 per ceat
EQ,00 per cont

Trovel egency services sod orpgosininmt of bunting trips 60.00 peyr cent

Seleg of printed wmatier, filesz, grrocphoan rogerds
Ccnatructiam, engimﬁerin , amel othor prolects obroagd
Foroign exchange recsipis

100,00 per cont
100,00 per cent
of pencconpenie lostiiuticans 100.00 per cant

/1 Applicanle only to irms vhose ozport stlen ere less then 20 percent of

their total selen.

Source: Data supplied by Tugsslav swthoritias.






