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ECONOMIC SITUATION IN YUGOSLAVYIA

Strategic Importance of the Yugoslavy Economy.

The stability of the Tito Government de-
pends in & larpe measure on itz ability to
maintain a stable economy and to make con-
tinued improvements, both In industrial pro-
duction and living standards. Yugoslavia's
- break with the USSR prompted various Soviet
economie, as well az political and diplomatic,
pressures by which the USSR apparently
hoped to unseat the Tito Government and
replace It with a Soviet-dominated regime.
Present indications are that the TTESR will
continue its economic pressures against Yugo-
slavia and will seek by all the means gt its dis-
posal to exploit Yugoslavia's difficulties in
the hope of hampering the latter's eco-
nomic progress, fomenting intermal unrest,
and undermining the government. Thus
far, the Yygoslav economy has withstood
the shock of these measures and, with
Western assistance, has made economie prog-
regs.  The strengthening of the Tito Govern-
ment constitutes a severe political and ideo-
logical setback to the USSR, the repercussions
of which cannot yet be fully evaluated. The
example of a former satellite state which has
broken with the central authority of the
USSR and which is showing economic im-
provement cannot be overlocked by other
satellite and near-satellite natioms, nor by
Communists throughout the world. The
damage to Boviel prestige has been accentu-
ated by the general realization both that
Western assistance has brought more benefit
to a socialist couniry than Soviet promises
and that the West has not interfered in
FYupcslavia's domestic affairs,

In addition to this political and ideclogical
setback, Yugoslavia's defection has denied to
the USSR certain positive economic and stra-
tegic benefits. The USSR can no longer utt-
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lize Yugoslavia's economic-strategic potential
to strengthen its own power position in the
Balkans. Most Important, the USSR will
alzo be denled the strategic benefits which
would result from the development of Yugo-
slay ports and bases on the Adriatic, airfields,
rocket launching sites, rall lines, roads, stor-
age depots, repair shops, and certain lines
of munitions production. Secondarily, the
USSR and the Satellites can no longer obtain
much-needed Yugoslay non-ferrous metals,
particularly copper and lead; while Western
Europe, particularly Western Germany, Italy,
the Netherlends, and the UK will derive new
economic benefits from Yugoslav trade

Estimate of Economic Trends.

The Yugoslay economy has made a strong:
recovery from the effects of World War IT and
by mid-1950 had demonstrated its ability to
make the adjustments necessitated by the
break with the USSH. Production in the
three principal segments of the economy—
agriculture, forestry, and non-ferrous met-
als—is above prewar levels. Oufput of fer-
rous metals, ferro-alloying elements, coal,
electric power, petroleum, chemicals, textiles,
and machine tools has reached, and in many
instances surpaszsed, prewar levels. Produe-
tion in most lines iz continuing to expand.
The transportation system is supporting more
than twice the prewar volume of traffic and
is, in peneral, capable of meefing the needs
of an expanding economy.

On the surface, therefore, it would appear
that the Tito regime should have no difficulty
in maintaining a stable economy capable of
supporting the population on a level at least
&z high, if not higher, than the prewar stand-
ard, The basic tenetz of a socialist regime,
however, have impelled the Tito Govern-

Hote: The Intelligence organizatlons of the Departments of State, Army, Navy, and the Alr
Foree have concuarred in thiz report. I containg information avaiblable o CIA s of 12

May 1950,
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ment toemharkunaprugmmn[mpfd in-
dustrial expansion. Thus, the Five Year
Flan (1947-51) as originally conceived, and
even as amended following the break with
the USSR, represents an ambitions Program.

Attermnpis to fulfill the plan are
mpa:tfurmmaurthelmmedhml:mblema
confronting the Yugoslav Government, Any
effort of this magnitude, particularly when di-
rected by leaders with little experiencs in
managing an industrial complex, could not
fail to produce such “soft spots” as excessive
use of equipment with inadeguate mainte-
nance and replacements, shorteges of indus-
irial managers, engineers, technicians and
skilled laborers, a high rate of labor turnover
and absentael:m,andaluwstandardufnﬂng.
The Tito regime, however, will probably be
able to alleviate maost of these troubles within
the next few years.

Tito's success In strengthening and ex-
panding Yugoslavia's economy will depend
primarily on the extent to which he realizes
the basic limitations on the rate and extent of
economic development possible in a country
of Yugoslavia's resources, Yugoslavia has
considerable resources in agriculture, forestry,
and non-ferrous metals—these not only sup-
ply the principal Yugoslay exports but ac-
count for a larpe portion of the national
income—and has ample but not fully ex-
Ploited resources of water power, iron ore,
manganesze and chrome ore, low-grade coal,
and non-metallic minerals such as pyrites,
cement, and =alt, Tugoslav resources, there-
fore, are adequate to support gradusl indus-
tria] expansion considerably beyond prewar
levels,

Yugoslav eéconomie expansion, however, is
limited in rate and scope not only by the size
of the country, but by its deficiencies in cer-
tain raw materials, as well as in a broad
varlety of capital equipment. Important raw
material deficlencies include cotton, woal,
metallurgical coking eoal, high-grade bitu-
minous ecoal, certain ferro-alloying elements,
crude oil, and certain raw materials for chem-
icals. Moreover, the timber industry will
eventually be weakened by overcutling and
inadequate reforestation. The capital-equip-
ment shortage cuts acrozs all lnes of indus.

try, agriculture, and forestry. The lack of
fabricating facilities and technioal knowledpge
makes it necessary to purchase most capital
equipment from foreign sources. In addition,
replacement parts to maintain existing facili-
ties in sound operating condition must also
be purchased abroad.

Committed to a program of industria] ex-
pansion, Tito faces the complcated problem
of fluding sufficlent foreign exchange to
maintain a balanced economy. Current ex-
ports of agricultural, forestry, and non-fer-
rous metal products are insufficient to pay
both for capital expansion in thess industries,
which have high export potentinlities, and
for equipment to inerease the country’s over-
all industrial capacity. Moreover, the need
to import the necessary raw materials and
semi-finished and finished products to sup-
port the growing Industrial machine is pro-
ducing further straln on the foreign exchanpe
Position.

At the end of 1949, Tito faced a serious
foreign exchange crisis primarily as a result
of extensive purchases of capital equipment.
He was temporarily extricated from this posi-
tion by financial sid from varlous Western
countries and by an International Mometary
Fund loan. It is not likaly, however, that
these loans, coupled with expected foreign
exchange earnings, will make up the Yugoslav
balance-of-payments defeit for at least three
FEars.

Much of the finanecial aid already received
has been assigned to the purchase of specific
equipment to increase Yugoslavia’s export
capacity and to reduee Yugoslav dependence
on imports. However, this equipment is not
likely to materially alleviate the foreign ex-
change shortage before the end of 1851 in
view of the time that must elapse bafore much
of it can be produced, delivered, and in-
stalled—fo say nothing of the difficulty of
tralning personnel in time to operate the
equipment effectively. Meanwhile, foreign
exchange earnings from current exports,
Wwhich are not linked with specific purchases,
4% dre mast loans, must be carefully allocated
to purchase the materials and products neces.
2ary to keep a gradually expanding economy
In balanced operation. In itg eaperness the
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Yugoslay Government has alveady allocated
& disproportionately large share of its earn-
ings from current exports to the purchase of
capital’ equipment, and recent Yugoslav esti-
mates of its 1950 capital equipment require-
ments together with the 1950 trade agree-
ments thus far concluded indicate that this
practice is belng continued. Thus, unless the
Tito regime lowers its industrial expanslon
sights, it will be uneble to derive the maxi-
mum benefits from the loans already recelved
and will probably seek Western aid beyond
that presently contemplated. Meanwhile, in
its efforts to Increase industrial capacity rap-
idly and fo protect Yuposlavia's forelgn ex-

change pesition, the Tito regime has thus far
sacrificed the people’s standard of living (still
below prewsr). Popular dissatisfaction with
living conditions poses no real threat to the
government as long as i uses pollce state
methods, and living standards will rise only
slowly i present emphasis on industrial ex-
pansion I= continued. Although allocating
greater supplies of food and materials to
consumer industries wonld force Tito to mod-
ify his industrial expansion program, the pop-
ularity of the government would Increase and
labor problems such as absenteeism and rapid
turnover would be alleviated.
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ANALYSIS OF PRESENT ECONOMIC CONDITIONS

Agriculture and Forestry.

Agriculture made a remarksbie

after the war, reaching prewar levels in most
categories by 1949. Current grain production
provides an exportable surplus of 400,000 to
500,000 metric tons, and other erops, particu-
larly the Industrial types, have Increased sig-
nificantly. Livestock numbers, with the ex-
ceplion of horses, reached and in some cases
exceeded prewar. Although as a result of
UNERA ald the 1943 number of tractors
(6,500) was double the prewar number, prog-
ress in restoring other farm machinery and
equipment has been slow, The collectiviza-
tion program has been progressing at a rapid
rate since 1948 and the povernment’s control
over gagriculture is belng strengthened
through cooperatives.

The timber cut is greater today than at any
fime in the history of the country, and the
value of forestry products exports iz greater
than that of any other commodity. Current
government efforts to obtain equipment
abroad are designed further to expand ship-
ments of semi-finished and finished wood. The
major weakness in the generally satisfactory
condition of the lumber industry lies in the
present practice of overcuiting and the lack
of ndequate reforestation.

Industry.

Yugoslay non-ferrous metal resources rank
among the largest in Europe and provide an
important percentage of national income and
forelgn  exchanpe. Although non-ferrous
mines and plants were severely damaged
during the war and complets rehabilitation
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has not yet been attained, production gen-
erally is the highest in history, and exports
of copper, lead, zine, mercury, and bauxite
currently make up between 10 and 15 per-
cent of the total value of Yugoslav exports.
Further increases in production are antici-
pated with the installation of equipment
purchased with the proceeds of various West-
Ern loans.

Although ferrous metal production is gen-
erally above prewar levels, it does not supply
domestic requirements. Raw materials for
iron and steel production are plentiful with
the exception of metallurgical coke, but the
old and inefficlently operated foundries and
steel mills lack sufficient capacity to satisfy
industry’s needs. Domestic production must
be supplemented by such imports as scrap

5.‘}3;.-&'*1"




* Hot Avallable

1/ Preliminary estimate
2/ Plan

3/ 1938

iron, cast and rolled iron, rolled steal, steel
bars, and special high quality stesls. Present
plans to modernize and expand existing fa-
cilities and to construct new installations are
heavily dependent upon foreign assistance,

Production of chromium and manganese
has made large percentage gains over prewar,
but only chromium among the ferro-alloying
elements is sufficlent to meet internal needs,
Respurces of manganese and molybdenum,
and poasibly vanadium and titanium, are ade-
quate for domestic requirements. Until ex-
Ploited, however, small quantities of these
metals must be imported.

FProduction of fuels and power is generally
above prewar levels. Coal output in 1949 was
approximately double the 1939 figure and the
relatively minor shortages that exist ars the
result of lower quality and increased require-
ments. Electric power production has also
mare than doubled over the same period. In
the field of petroleum, crude output increased
since prewar from 1,000 metric tons to an es-
timated 83,000 tons. Meanwhile, refinery
output is still about 20 percent below 1939,
and steps are being taken to purchase addi-
tional refining equipment. There are no
cracking facilities. Yuposlavia must still im-
port crude oil and petroleum products includ-
ing aviation gasoline and lubricating oil.

EE 4531

Except for petroleum and metallurgical cok-
Ing eoal, Yugoslavia is self-sufflcient in fuel
and power resources. Large quantities of lig-
nite and brown coal are scattered widely over
the country, but good grades of bituminous
are scarce. Coal, together with the adequate
supply of fuel wood, furnishes betwesn 80 and
856 percent of all fuel and power requirements.
Less than 10 percent of Yugoslavia's large po-
tential water, power is presently developed.
Petroleum and natural gas flelds, however,
would probably not produce enough of either
preduct to satisfy increasing requirements,
even if fully exploited.

The major lines of chemicals reflect a gen-
eral improvement in 1949 over the préwar pro-
duction levels. War damage in the chemical
industry was largely restored by the end of
1546. Desplte the fact that mueh of the us-
able machinery is old and many of the proc-
esses relatively obsolete, it s estimated that
the main goals for increased capacity by the
end of 1951 are penerally feasible. The goals
for production in some cases will not be
achieved, however, because of the shortage of
materials, the lack of export markets ar the
inability to use the commedity damestically.

The presently small chemical industry can
be expanded to permit Yugozlavia to approach
self-sufficiency. Enough progress has been

S-M
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made in the expansion of productive eapacity
for calclum carbide, wood distillation chemi-
cals and tannin to permit small exports. Ex-
portable surpluses also exist in caustic soda,
soda ash, copper sulphate, and pyrites, but
they too represent a small part of foreign ex-
change earnings.

Produetive capacity of sulphuric acld, syn-
thetic ammonia, and ehlorine is sufflefent to
meet domestic requirements. There is, how-
EVer, no coke oven battery to supply the de-
mands of the steel and carbide industries and
fo produce by-product coal tar for utilization
in the output of benzene, toluene, phenol, and
olher derivatives. The absence of these prod-
uctks ‘also forces a dependence on imports for

150
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1/ Prelisvlnary estimate, EE 850 |

2f Plan for 15806,

3 Original plan goat - Attzirment estimated |
te be impossihe,

pharmaceuticals, dyes, plastics, and other or-
ganic derivatives, i

Inthepast,‘i'uguslaﬂahﬂshadmimpnrt
salt, potash, and phosphate rock. Although
present agricultural production is not de.
pendent upon substantial foreign supplies of
the last two items, any long-range plan to in-
crease agricultural production and exports
would require extensive use of fertilizers and
greater imporis of potash and phosphate,
Such & development is not likely soon as it
would have to be preceded by a program for
educating the farmers in the use of such fer-
Lilizers.

Yugoslavia has a small rubber industry. Al-
though continued imports of natural rubber
will be necessary to supplement synthetic pro-

SEﬁ




ALl 1950 fMpares are preliminasy esdmates,
* Flgures ool available.
a= Capacity will be sufficient to xitadn oal.

duction, sufficient fabricating capacity exists
to meet demands for most finished products,

Current production of textiles has increased
over the prewar years. Output iz still small,
however, and production does not fulfill do-
mestic requirements. Approximately 80 per-
cent of the raw materials, principally fibers,
yamns, and thread, must be imported in order
to maintain production. The shortages in
raw materials which developed after the
Cominform rift will probably be relieved dur-
ing 1950. ‘The industry plays a relatively im-
portant role in the economy of the country,
although operating exzclusively for the home
market and competing with the handspun
and handwoven textiles produced by the peas-
ants.

Ome of the greatest obstacles to Yugoslav in-
dustrial expansion is the virtual absence of a
machine tocl Industry and the tremendous
shortage of production equipment and guali-
fied techniclans to set up and operate the
equipment. Most of the machine tools prés-
ently available in Yugoslavia are dismantled
reparations equipment; if substantially over-
hauled, they could equip a dozen ar more large
factories and satisfy the immediate require-
ments of maintenance shops. Yugoslavia iz
thus in no position to manufactiure the pro-
duction equipment upon which all the majar
programs for expanding industrial, agricul-
tural, and forestry production are based. Pro-

Fartilizers
{As K}

b- Aftainment of goal depesda an recelpt
and instaillaticn of new eqelpment,
o= Abtainment of goal ey,

EE 850

duetion of machine tools is limited by short-
ages In special types of metal working equip- _
ment, electrical equipment, anti-friction bear-
ings, abrasives, and a wide range of compo-
nent parts,

Industrial expansion is further hindered by
the shortage of technical manpower to effi-
clently set up, operate, and repalr equipment,
Installation of industrial equipment is cur-
rently scheduled at & more rapid rate than
domestie engineers, techniclans, and skilled
laborers can be trained. The service of some
Germans and Italians has already been pro-
cured, but will not solve the problem and
Yugoslavia is currently Intensifying its efforts
to recruit more assistance. Capltal equip-
ment imported from the West will not be ef-
ficlently utilized unless such assistance is ob-
tained.

The present high rate of labor turnover and
absenteeism arising from worker dissatisfac-
tion is creafing additional problems in the
labor force, but the government will probabily
be able to alleviate this situation in the com-
ing year. Measures were taken early in 1950
to tighten control.

Living Standards.

Consumption levels are below presar. Liv-
ing costs have increased faster than WAZES.
Practically all consumer goods and food are

MT




rationed, and housing conditions are improv-
ing but are still below prewar in urban areas,
This disregard of living standards as opposed
to emphasis on developing heavy industry is
typlcal of planned economiss patterned along
Soviet lines. As long as strong police state
methods are used to keep the population un-
der control, however, the regime will not be
seriously threstened,

Transportation.

Yugoslay rallways carry on & ton-kilometer
basis 92 percent of the inland freight. A com-
bination of over-exploitation and inadequate
maintenance and replacement of track and
equipment has placed a heavy strain on the
rail system. The addition of some new lines
and equipment, and improved traffic control,
however, have permitted rail trafic to more
than double the peak prewar volume. Cur-
rent emphasis on the production of rail equip-
ment will gradually strengthen the system
and enable it to meet the needs of the ex-
panding economy.

The Cominform break preatly redoced
Yugoslavia's Danubian commerce, making the
inland fleet, previously under strength, ade-
quate for domestic traffic. Planned increases
in domestic waterway traffic will relieve the
railways, partlewlarly in the Sava wvalley,
through which the heaviest rail traffic moves.

Moter transport is insignificant though it
has some function on short hauls. Roads are

11

primitive; motor vehicles are few and in poor
repair; maintenance equipment and person-
nel are inadequate, and motor vehicle produe-
tion and repair are dependent on imports for
many basic components. Nevertheless, high-
way transport is being developed and is grad-
ually Increasing the flexibility of the trans-
portation system.  Civil air transport iz of
minor jmportance. Iis significance les al-
most wholly in its milltary Implications and
its ability to provide some rapld communica-
tlons for government officials.

Domestic Finance.

In 1047 the State Budget became an in-
strument of State Planning and has since re-
fected the direction of government economic
effort and expenditures. In 1949 the planned
budgetary expenditures of 162 billlon dinars
were almost double that for 1047 reflecting
both the increased role of government in the
economy and & rise in prices.

The largest expenditures In 1949 were
marked for the operation of and Investment
in state enterprises and for national defense.
These categories accounted for about 30 per-
cent and 15 percent of total budgetary ex-
penditures respectively. The defense figure
does not include that part of the appropria-
tions for State Administration which are
marked for “security” organs nor does it in-
clude the value of services rendered by other
Ministries to the armed forces. As previously
noted, these heavy allocations for investment

RAILROAD FREIGHT AND PASSENGER TRAFFIC, 1939 and 1047-50
RAIL PASSENGER TRAFFIC

1939
1947 0
1848
1949
1850

| 36,206
47,960

50.00

Thous.of Metric Tns.

Million Ton Kilo,

*Preliminary Estimate

RAITL FREIGHT TRAFFIC

39
‘47
*4B
‘49
gt

Thousand Passengers Million Passenger
Kilometers
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andthemjumqhamheenadﬂturent.hhn—
proved living eonditions and wers financed
primarily through the turngver tax which re-
duced the purchasing power of the consumer,
‘thereby Hmjlmgth&mﬂaﬂmarypmum
National income in 1949 totalled sbout 223
billion dinars and was approximately 20 per-
cent above that for 1048, This was
the result of production Increase and to a Ies.
ser extent was probably also atiributable to
price Increases. ‘The high ratio of investment
fo national income is another reflection of
the Intense effort to expand the productive
capacity of the economy. Although it had
drnppad!mmabautsﬁpermntmIHEtnap-
proximately 27 percent in 1849, the 1950 plan
calls for & level of fnvestment over 36 percent
of natlonal Income.

" Foreign Trode and Finance,

Yugoslavia's currently tight forelgn ex-
change positlon stemsg basically from the fact
that Yugoslavia’s exportable surplus does not
earn enough to purchase: (1) the equipment
needed to meet planned increases in the out-
put of exportable goods; (2) the raw materials
and equipment needed to keep the expanding
economy in balance; and {3) the imports
needed to permit & rapid industriatization of
the economy and an inerease In the standard

of living,
RELATIONSHIP OF

Mational Income

Investments
—_— e

1547

*  Yugoslav official statistics.
** Approximate,

1948

Iummpﬂrisunwlththamdﬂmnmurﬂtn’s
political split with the Cominform, trade ties
were severed gradually from June 1948 to the
spring of 1949, thus permitting Yugosiavia
and Satellites to adjust to the new situation,

of attempts to continue Indirect commercin]
relations between Yugoslavia and H

and Czechoslovakia, the small ¥olumne of trade
that has mﬁnutdnppmrstubemﬁlnlyu
clearing up of old commitments,

Meanwhile, trade agresments with prac-
tically all the OEEC countries were elther int.
Hated or expanded in 1049, with most of the
trade conducted with the UK, Ifaly, Austria
(excluding USIA), the U8, Netherlands, Bel-
gium, Western Germany, and Switzerland.
Leading exports, in arder of value, were: tim-
ber and timber products; wheat and corn: and
ores, metals and metal concentrates {prin-
cipally non-ferrous). Livestack and livestock
products, tobacco, eement, textiles, and some
chemicals were exported in amaller quantities,
Imports, other than capital equipment, in-
cluded agricultural products, raw materials
for textiles (notably cotton and wool), chemi-

1948

1950
EE 1150
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cals and pharmaceuticals, natural rubber,
fuels (largely petroleum and metallurgical
coke); and some ores, metals and metal prod-
ucts (especially semi-fabricated Irom and
steel). Economically, Yugosiavia is already
benefiting from the shift of its trade from the
East. Except for Czechoslovakia and to a
lesser extent Hungary, the Soviet area was a
poor source for capital equipment and for
certaln semi-finished and finished products.
Furthermore, the Western countries have sue-
ceasfully replaced the Soviet orbit as suppliers
of essential raw materials. The West, too,
will benefit from this reorfentation of trade,
particularly through imports of Yugoslav
grain and timber. Western Germany es-
pecially will benefit. A re-establishment of
the important prewar complementary rela-
tionship is indicated by the current annual
Yugoslav-West German trade pact totalling
$125 milllon and representing the larpest
single Yugoslav trade agreement.

Following the break with the Cominform
countries in June 1948, Yugoslavia's gold and
foreign exchange holdings (US and Canadian
dollars, Swiss francs, and pounds sterling)
steadlly declined, and by February 1950 had
reached & low of 17.5 million, including the
deposit of almost $8 million with the IMF.
‘This drop was largely caused by the necessiky
of financing purchases of Western industrial
equipment and materials and finished prod-
ucts which the East had failed to supply. The
grant of approximately $60 million in Western
fAnancial assistance durlng the last half of
1849 and the $20 million US Export-Import
Bank Loan granted in early 1950 prevented
the complete exhaustion of Yugoslavia's for-
elgn exchange reserves, and partially removed
the greatest threat to the continuation of
Yugoslay trade plans. ]

Yugoslavia still faces the problem of meet-
ing the large volume of its outstanding obli-
gations, The direction of Yugoslavia toward
the West has made the settlement of prewar
debt and nationalized properties claims an im-
portant issue. As of 1 January 1950, this
guestion was the main cbstacle to the conclu-
sion of & trade agreement with France and
was becoming an important factor in rela-
tions with the US. Under the monarchy,

Yugoslavia incurred a considerable foreign
debt—estimated at about $121 million now

—which it stopped servicing, ex-
cept for ocensional payments, with the advent
of the depression. The Tito Government ac-
knowledged these obligations by stating that
schedules for any future payments would be
dependent on the progress of the country's
recovery. The Yugoslavs have also acknowl-
edged a debt of $120 million for properties
nationalized under the 1846 nationslization
law or &5 & result of setflements since then,
In addition, the postwar advances from the
West, particularly the US, represent a sizable
oblipation.

Prebable Future Developments.

Yugoslavia will continue to expand indus-
try and to collectivize agriculture. Over-all
industrial increases are expected even though
some of the plans will not be fulfilled on time.
However, if an intensive program for further
developing an armament industry is initiated,
as Tito has indicated might be done, it will be
done at the expense of iIndustrial development.

During the next five years steady progress
will be made toward collectivization of agricul-
ture. Even though peasant opposition to col-
lectivization may temporarily decrease pro-
duction somewhat, the government will have
greater control over the procurement and dis-
tribution of agricultural produce and thus a
decline in production will not necessarily de-
crease exports. Income from agricultural
shipments will probably expand because of the
higher proportion of processed foods. Addi-
tional steps will also be taken to diversify agri-
culture in order to further increase production
of industrial crops and attain a higher de-
gree of self-sufficiency.

In an atiempt to provide additional reve-
nue, overcutting of Yuposlavia's forests will
continue. Suceess in the drive to export more
semi-finished and finished timber products
will depend largely on increased mechaniza-
tion made possible by current loan agree-
ments,

Some progress will be made in the lron and

steel industry, but achievement of planned
goals by the end of the Five Year Plan is

sv
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doubtful. Even if Yugoslavia is successful in
pProcuring necessary installations and equip-
ment, full operation of facilities will not be
attained before the termination of the plan.

Loans from the US Export-Import Bank and
the UK and the contemplated IBRD loan all
provide for equipment for the non-ferrous
metal industry. When impoits bazed on these
loans materialize, the industry can be reha-
bilitated and expanded, thereby permitting in-
creased production and exports. The full ef-
fect of this equipment will not be apparent by
1851, but substantial increases are expected
and in general planned goals will be attained,

The capacity of the chemical industry will
be increased by 1851, buf the industry will
still be dependent on foreign sources for cer-
tain semi-finished and finished products. The
over-all planned goals for increased capacity
are considered feasible, and eompletion of the
first coke oven batteries at Zonica and Luka-
vac could supply a large part of requirements
for coal tar derivatives. The synthetic rub-
ber industry will still be dependent on im-
ports of natural rubber,

In the field of fuel and power, coal produe-
tion will continue to increase but will prob-
ably be unable to keep pace with long-range
industrial expansion unless the quality of coal
mined is improved. Output of cruode ail wili
also continue to rise but will nat satisfy do-
mestic requirements. Refining capacity will
also be short of internal needs and it is not
likely that there will be any cracking capacity
by.the end of 1951. Electric power output will
show further increases, with a heavy emphasis
on the development of water power. The
original goal of 4.35 billion kwh will nat be
achieved, but gains will be sufficient to satisfy
domestic demands,

The general shortage of produetion equip-
ment will still represent a basic Hmitation an
tconomic expansion at the end of 1951,
Equipment requirements for most major lines
of industry and for sgriculture and forestry
must be largely satisfied by imports, because
domestic production of equipment will con-
tinue to be inadequate and will be retarded
by shortages of machine tools, enpgineers, tech-

nicians, and skilled workers, Spare parts for
replacement on existing equipment must also
be Imported.

The transportation system will be less de-
pendent on forelgn suppliss than other sepg-
menuuftheeﬂunumrhmuscﬂﬂhﬁmtmuad
domestle mannfacture of transportation
equipment. The system will be capatile of in-
creasing its capacity and will keep pace with
the increasing demands of the economy.

Problems arising out of the shortage of in-
dustrial manapers, engineers, technicians,
and skilled laborers will be of lesser magmni-
fude by 1951. Asslstance from forelgn tech-
nicians (Italian, West German, and possibly
U3}, educational programs, and experience on
the job will improve efficlency. Nevertheless,
present schedules call for Installation of new
equipment at such a rapid rate that it will
outrun the avallability of trained personnel,

Other labor problems arising from worker
dissatisfaction, such as the high rate of labor
furnover and absenteeism, will be modified by
more siringent government controls. New
measures to meet this problem were intro-
duced at the beginning of 1950. The govern-
ment, however, will still have the problem of
improving working conditions and the stand-
ard of living. Although the lving standard
should gradually improve, the rate of progress
will be slowed by continued strenuous efforts
to develop heavy industry. Moreover, when
the program for collectivization of apgriculture
Is put into full effect, living standards will suf-
fer, particularly in the rural areas, This
program will bring a decrease in agricultura]
production and the government will make jts
greatest effort to keep up the living standard
of the industrial workers.

Future economic development within the
basic limitations of laber and material rae-
sources will depend in a large measure on the
receipt of forelgn loans and the proper allop-
cation of all forelgn exchange resources. Ta
continve expansion, maintaln a balanced
economy, and meet its foreign financial obli-
gations, Yugoslavia must Import equipment

-which can be utilized Lo increase exportable

surpluses, Current loan agreements have
given such purchases a high priority, but meost

bt
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of this equipment will probably not be in ep-  Yugoslavia will not be able to increase exparts
eration by 1361 and will not play a large role  and other sources of foreign exchanpge suf-
in correcting the present import balance by  flclently to correct the import balance for at
that date. It is estimated, therefore, that least three years,
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APPENDIX

FRODUCTION INDEXES FOR SELECTED
184750
(1639=100)
Minegrais and Mefals
Iron, Steel, and Ferro
Alloys: IdF 184K 1949 I858¢
Iron oTe. .._...,.... DA 100 103 106
Plg trom, . .......... 161 170 183 188
Raw asteal.......... &4 &5 100 1048
Rolled steel. .. .. ... i) 1 i) a8
Chromdte .......... 168 140 168 177
Manganese ofe,.... oL & 2%z 246 280
Hon-Ferrons Metals:
Copper® .........., (.G 98 a2 L1
Lead™ . ... ........ (i e 531 667
Eme™ .., ..... DA 108 1Td 218
Bawsite vo. LA 63 118 g
Alumingm .. n. & 125 100 117*
Fuel qnd Power
Coal .. .. Is3 - 178 200 244
Crode ofl. .. .. 3858 3,832 300 10,000
Electric power. . ._.. 147 182 204 245
Chemizals
Calelomy garbide....., n.a. noa, 110 —"
Caustie soda. ... ... . 74 133 133 —f
SGoda ash. .. _........ B&B 159 159 1
Sulphuric acld ...... na. T2 in —*
Textiles
Cotlon and woolen fab-
Ties . .............. mA. 104 123 127
Rail Fronsportation
Frelght trafle (metric
tons Ellametars) | | 125 175 28 1
Frelght traffie (metric
tomgy ... 137 150 a5y 252

FPassenger traffe (pag-

aenger kilometersy .. 170 202 225 184
Paszenger traffic (pas-

sergecs) ..., .... 198 e | aog 234

‘Projection on basls of present tremds and esti-
mated future capabilities

'Bmeltar.

" 1B3E =110,

* 1950 Plan,

* Froduction for 1950 will be determined by availa-
bility of raw materials and requirements for con-
sumption and export. Capacity Is sufelent to
permit expanded output.

MINERALS AND METALS PRODUCTION
Irom and Steel, 1939 and 194551

(metric tons)
Fear IronOre Piglron  Row Sfeel Products
1933 13,000 104, B0 235,000 183,000
1045 B k. 11,104 87,000 I 8.
1456 oL & B2 800 203100 148,000
1947 B.a 163,000 150,000 145,000
1548 613,000 172000  200-235 000 175,000
145 25,000 186,004 235250000+ 178,000
1854 ? 630,000 200,000  250-275,000° 180,000
1851"  1500,000 550,000 T60,000 570,000
1951+ n.e. 420000 850,000 g,
. Manganeze Ore, 1939 and 194851
{metrlz tons)
1839 .. ... e - 5,100
148 . . vae e e, LETO0
M9 . coes 140000
lasp* . N [ 1 1711
1951% ... .. vevasss e rnea e .. 48,000
Chromite, 1933 and I945-50
{meirie tons)
839 . ..., vameene. . 8000
W6 ., viaeaona .. 8500
BB .. 84,000
I 75,080
148 &3,000
I 80,000 *

! Preltminary estimate,

10riginal plan,

*Revised plan-—attalnment doubtful,

' Yugoslav afficial figures place production for 1949
ab 400,000 mt and for 1950 at 485000 mt; howewer,
no evidence s avallable which would indicate that
capacity has been expanded safficlently since the
war to permlt thiz level of output. On the other
hand, eoke imports for 1042 and coke and ECTOD re-
quirements listed for 1949 and 1950 indicate that
production may be higher than estimated in this
repart,

*Attainment of plan Improbable.

"Yugoslay official figures for 1949 amd 1950 are
104,000 mt and 58,000 me, respoctively. Although
thiz does not agree with the estimate of this repark,
this produstion might pessibly be achieved.
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Year
1838
1945
146
1947
1348
1949
18507
1850°"
1851 "

W

MINERALS AND METALS FRODUCTION (Continued)

Non-Ferroug Mefals and Non-Metallic Minerals, 1939 and I1948-51

{metrie tons)
Production 1830 1848 1949 1950 1851 *
Copper (smelter) .., 41 659 41,000 34,000 40,000 40,000
Lepd .................. 10,852 40,000 7,000 70,000 65,000
Bloe .........oe.e..... 4,839" 5,000 &,000 10,000 20,000
Bauxits . 320,000 200,000 70,000 250,000 0. A
Alumingn ., . 2400 3,000 2400 2,800 2,000
Mereury* ... ........ 10,457 10,000 10,525 10,500 I 8.
Antimony . 3337 n.a 5,000 B,000 o &
tex _....... 127,501 n. 8. m. f. £00,000 0. .
Gold (kgs)..... e 2,000 * .8 0. 8. ILA&. L&,
Bilver (kgs)._ _. .. - 1,340 . . . i 100,000 . &.
' Preliminary estimate,
*Flan.

*Capacity 13 avallabls to produce more but plans indleate a reluctance to in-

trease output at thiy time.
*In flasks of 76 pounds,
* 1938,

' FUEL AND POWER PRODUCTION
Elestric Power, 1939 and 1045-51

Crude OMl, 1939 and 194551
(metrle Lons)

'Preliminary estimate.

"Plan for 1954,

"Original Plan Goal—attainment estimatsd to be
Impossible—believed to have been lowered.

(bilkton FOWH)

Production Year
1,004 1838
20,580 1945
21,263 1547
38,568 1045
LY k]

3,000 1360°

103,000 19510

155,000 g5L"

450,000 :

"Preliminary estimata,
!Flan,

Coal,! 1939 and 194557
(thousands of metric tons)

Year Production
1538 8,084
1845 3,611
1948 &80
1847 8,201
1544 10,704
1549 12121
1930* 14,800
1951* 15,500
' Bltuminous, brown corl and lgnite,

' Preliminary estimate.

*Plan.

EWT

Productiog

110
135
1.62
2.00
2.20
270
320
435
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CHEMICAL CAPACTTY 1850 AND PRODUCTION, 1830, 184449, AND 1951

(metric tons)
1850 ° %51
1339 1845 1947 I9dis 1348  EsHmated Produstion
Capacity Plan
Calclum carblde 63,600 oL o, na. T, 000 153,000 1z8.000"
Amrmonia #2300 5,000 3,800 na - DA 15,000 n.A,
Bulfuric acd 14,000 oK na, 38,200 45,00 150,000 52,000
Boda ash 22,000 A 11350 35,000 35,000 40,000 5O, 000"
Caustis soda 13,800 ILA. 11,000 16,500 18500 204000 a5,000*
Chlarine na. A nAa. T 14,000 14,000 I,
Copper sulphate 12 Bl na na A, . 25,000 22 000
Buperphosphates 4,000 2,000 04 10,004 10,7040 20,000 8.
(as FyD.l
Hitrogenous fartilizers . D.B. oA, na. L. 25,000 2000
LAs H)
Polyviny]l plastics Hone None None None None Hons 5,000+
' Preliminary estimats,

*Capacity will be safficlent to atialn goal.
*Attsinment of goal depends on recalpt and installation of mew equipment..

* Attainment of goal lkely.
RAILROAD FREIGHT AND PASSENGER THAFFIO, 1930 AMD 1647-50

Freight Troffc 1939 1947 1948 a4 b4 L17)
Tonz* 16,002 000 25,000,000 35,206,000 47,960,000 50,000,040 *
‘Ton-kllometers * 4, 242,000,000 5,313,000,000 7,429,000, 000 8, 562,000,000 10,250,000, 000 *

Possenger Traffie
Thousand passengers 58,165 111,000 135,300 168,495 160, 00
Miillon passenger

kllometers 3,015 5,128 6,102 6,800 B, 750"
' Metrle toms.
! Prellminary estimate.

TEXTILE PRODUCTION, 1928 AND 1848-50
(1,000 meters)

1839 Iads a9 195g"
Cotton and woolen fabrics 150,080 156,544 1E5,000 150,000
" Preliminary estirmate,
FORESTRY
Annual Timber Cpls gitd Utilizalion for Indusirie! Purposés, 1939 gnd 154550
¥ear Tatal Index For Industrial Purposes  Index
{cw. meters) (1939 =100 {en. meters) (1925=1003
1939 27,000,000 100 7,500,000 104
1945 18,700,410 i) 6,300, 000 ED
1946 21,320,000 T4 T,200, 000 B2l
1947 ’ 24 406,000 i B.0859,000 115
1948 28,272,000 b7 10,643, T75 133
1949 28,000,000 I 12,700,000 161
1850 E8.000, 10 104 B3, 000,00 165

*Preliminary estimate.

EM:T




‘ss,pﬁ"r

20
AGRICULTURAL PRODUCTION INDEX,
184750
(15351638 awverage=1{0{)
1947 1848 1843 1830*
Grains
Whent 71 | L) M
Rye 93 g3 108 108
Corn 114 145 108 112
Barley i L1 100 7
Oirts B 101 104 10z
Indurtrial Crops
Cotton S04 i | 1588 1,598
Hemp 83 105 176 178
Sugar Bests 186 238 255 255
Sunflower B30 Tas TAT T
Tobamoo 158 mi 130 227
Potatoes 1 118 112 116
Lipestork Numbers
Horses .3, T8 T8 86
Cattle 10 105 L1 118
Hogs 104 100 117 128
Sheep | 108 115 118
'Preliminary estimats,
AGRICULTURE
Production of Selected Crops, 193539 dverage and 1946-50
(thousands of metrie tons)
1936-35 1
COMMODTITY {Average) 1846 1947 1948 1848 1650
Gralns
Wheat 2659 2,136 1,005 400 1,588 a.500
Rye 216 241 201 203 238 228
Corn 4,465 2,663 5,080 4 8528 4,824 £.000
Barley 411 429 38 404 412 400
Cats 322 313 305 327 335 330
Total 8,083 8311 .BTE 8,030 B.368 B 459
Industilal Crops
Cotton 0,588 0.E7T2 212 4.5 108 110
Hegrp 10.9 247 M. 431.3 T T2.0
Bugar Besks 616.0 SASD 1,150.0 1457.0 1,575.0 1,575.0
Sunfower 165 T8 1536 120.% 130.6 1250
Taobaceco 154 121 245 310 204 350
Potatees 16880 1.290.0 1, 7000 1.957.0 1.905.0 1.9%00
i Preliminary estimate,
Edvestock Numbers af $he End of the Yeor, 1939, and 1946.57
{1,000 head)
ITEM 1030 1046 1947 1048 1043 1950 1651
Horses 1,274 ik 074 1,000 1,000 1,100 1,181
Catfle 4 235 3 B0 4 244 4,439 4 5040 5000 4520
Hoge 3,004 3,350 351 JA50 4,150 4,500 8000
Bheep 10,154 8587 9382 10,800 11,800 12,000 14,0040
Total 18157 17,0558 1E.631 20,084 21,250 22,500 24,081
Foultry 22400 16,000 17,080 18,000 19 500 22400 41,300
' Preliminary estimpte,
YPlan.
2] ET
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GOLD AND POREIGH EECHANGE HOLDINGS*
az of Febroary 8, 1850

21

GOLD | Kilograms Dinars TS dollars
In vaulls BTLTIATL* 40,047 223 3T
Abroad 5 25TAS5F 205,804.141.95
Imternationnl Monstars
Fund T,001L43850 393,927 563.78
TOTAL - 13,130.62817 T38,7TH.020.10 14,775, 580.58
FOREIGN FXIOHANGE '
Unrestricied Natlional Currenay Dinars
US dollars 1,844 30848 97215824 —
Canadian dollars 8.135.80 - 233,9H 59
Founds Blerling 248,001.08.11 34,732 502 84
Bwiss Franes 113, 72073 1,300,313.68
Checks in forelgn 133,445 845,19 2,6069,716.050 °
C
ey 4,726,043.82 94,520.87*
TOTAL 17530, 81834

* Offlcial Yugostav raport,
"Head QMece of the Natlomal Bank Only.

? Restricted Forelgn exchangs, not included above, equivalent to US dollars 313,636.39; forelgn exchange

undet reseive, oot included above, U8 dollars 17,504,

*Preliminary data.

BALANCE OF PAYMENTS *

(mililons of US dollars)
1048
All currencies
Imparts 316
Exports 02
Trade deficlt =14
Net invisible poyments + T

149

285
1E8

4+ &

—114

Dollarz
Impords
Capital goods
Other

Total Imports
Exports

Trade deflicit

Net invisible payments
Current account

Nef copital receipis
Dholler defieit!

"Probably covered by gold, forelpn exchange, and loans,
"Includes 56 milllon payment on nationalized property and 39 millen Interpational Monetary Fund

drawing,

* Tables relating to forelgn frade and foreign exchange should be used with eagbion. These tables
are not always comparabls becapsze, ag noted in the footnotes of the individusl tables, some are hased on
The problems arising out of cross rate discrepancies,
differences in reporting trade data (CIF. and FAOB.), differences In methods of collecting data and the
incmpleteneas of some data, obviate & mesningful comparison,

Western trade statisties and some aon Yugoslay Agures,

EM‘I‘
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GEQGRAFPHICAL COMPOSITION OF FOREIGH

TRADE
(millions of TS dollars)
EXPORTS INMEORTS
1
Cominform East 1548 1849 Cominform East® 1945 Igdq
Albania 124 Albania a0 W
g:u:ahm] kia :fg Bmme:“mn,m, 168 )
Hunpgary 28.8 3.5 Hungary i35 65
Poland T 5.0 Poland 211 85
Furmania 3.1 )
e iE Rumania 5.4 ¥
USIA {Bovecne Austris) 6.3 Hovoone Germany 121 X
0 BOTLE a Py o1 TUSIA (Soveone Austria) 5.0 i
SR : . TSSR 3T 4.7
177.6 il 168.0 9544
Non-Cominform East® Kon-Cominform East®
Finland a M Finlamd ) Lo
- OEEC Countries®
OEEC Coundries® Anstrin 0.7 214
Anstria 124 17.3 Belgiom 148 131
Belginm BT 53 Denmark o 13
Denmark B a1 France 51 - 85
Framce L 34 GErmany i1 118
Germany A 6.1 Greece " .
Gresge T 1.0 Italy g 243
Italy 115 15.7 Metherlands - 1aa 113
Hetherlands 104 14.8 Morway 5] a
Horway 4 A Eweden 38 63
Sweden .8 4.6 Switzerland 8.8 a5
Swliktzeriand T8 6.0 Turkey ¥ =
Turkey & A TK 12.1 16.0
UK 184 +4h S —
—_— -_— 8.0 1238
59.3 1254
— —_— © Ofherd
Other” Canads 23 a
Canada . ' Egypt 52 160
EEJ"P'II 14.1 L] Indis 3 11
Indin * B Isriel IL.&. n.A.
Izrasl I.5. 14 us 8.0 20,9
Pakisian I n.a, Miscellaneous * i 25.0
us 45 14.2
Miscellaneows " . 38 15.8 5T.9
47 133 AeS 31685
2923 1767

——

'Bazed on Yugoslav officinl statlstics

‘Statistles taken from official ‘Western szources
and converted ab ofelal rates of exchenges; no
adjustments made for frefght, nsurance, and other
charges.

* Heglipible.

*Trade for first nine months. Trade for last
thres months negligible

! Mone.

"Malnly trade with Latin Ameriea (Arpentina)
and Middle East (erude oil). Estimated.

E.‘E;:}!rf

' Based on Yugoslav statistles.

' Btatistics taken from officlal Western spurces and
converted at officinl rates of exchanges; no adjust-
ments made for Ireight, insurance, and other
Charges.

*Trade for Arst nine months. Trade for last three
maonths relatlvely inslgnificant.

' Negligible.

*Mainly trade with Latin America (Argenting).

! Insufficient data to permit egtimate.
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COMMODITY COMPOSITION OF TUGOSLAY
FOREIGN TRADE

(millong of TS dollars)
Ezxports I1odgt 19507
Plant And plant productz (largely
wheat and corn) 138.9 684

Livestock and livestock pooducks 13.0 16.8

Timber and timber products 65,0 83.7
Ores; metals, and metal coneen-
trateg 45,5 260
Other (malnly chemleals, textiles,
Tueld s 182
Total exports 2022 200.1
Imporis
Agricultural products {(axcept
hides and leather) 182 85
Hides and leather products 183 13.1
Textiles E3.0 612
Chemicals and pharmacentioals 314 ot
Fuels (mostly POL) 8.5 193
Ores, metals and metal products 515 T8.1
Chpital goods . T26 1147
Other 10,2
Total imports 3157 J22.7

'Yupgoslav official trade data.
"Yugoslay official estimate of requirements amd
export capabiiities.

PLANMNED SETATE BUDCZET, 124395
{(billions of dinars)

Planned Reddniués

Biate Economia Sector J 349 1350
‘Turnover tax T2.0 Ta.B
Proflt from eabe of state poods 14.7 248

Boclal insurancs {employers' share) 13,1 IT:E'
Othet (wotking funds and antiel-

pated zavingz in  productlon
costs) BS 12z
Bublotal 107.3 1Z8.T
Population Secfor
Ineome 1ax 178 18.3
Boclal Insurance (employee’s sharel 6.4 A
Estate and glit dulies 14 3
National loan 3.0
Bubtotal 24,0 01
Crovernmental Offces and Inslilulions
{Traditional fees and bevies) b 3.8
Other Receipls
{Ineludes gale of reparation goods
and custom dutics) 112 12.0
Surpluz Receipls (From preceding
budgeds) 15.6 a0
TOTAL 161"  I7aA

tActual 1940 revenues of 163.5 blllion dipars par-
alleled planned receipts,

PLANNED STATE BUDGET, 194350 (Continued)
(biitfons of dlnres)

Planned Expenditures

State Ecomomic Secior 1944 I95@
{Covers operations of and lnvest-
ments In State Enterprizes) 512 26.0
Rehabititalion
(Inclndeg housing program) 283 212

EBducallon and Culizre
(Mainly dispensed through Repuob-
le budgets) 8.E 13.7
Soclal Welfare ond Healih
(Partially financed from BRepublie

bodgets) 223 B4
National Defense’ 250 Z8.0
Administrafion

(Estimated to be primarlly for Min-
istries of Flnanee, Intarlor, Fosts
and Telegraph, and Forelgn Af-
falrs) 14.B 154

Eeserve Adccotni

(Covers adjustments In planning
and subsidies, including those to
cover defleits of eertain Republlie

budgets)
TOTAL

138 160

818"

1737

*Includes only direct Nationg]l Defense appropria-
lions, para-military and other expenses for the
armed forees, such as educatlion, sscurity, and labor
battations, and certain types of Investrmeant are satl-
mated s equallng over 36 peccent of direct defense
appropriatlons.

' Expendlitures In 149 amounted to 9 percent {or
1553 bllllon dinarz) of those planned. The short-
Tall was caused by an inability to fully invest fonds
&3 planned pwing to the Comtnform economic block-
ade and certaln economies in Adminiztratin and
Mational Defenss.

NATIONAL INCOME AND INVESTMENTS, 1547-50"°
{mltions of dinarcsl

- Percentags
Mattonal of National
Year frcome Inpesiments Income
14T 132,095 1.7 Ize
1048 185,725 85,957 1B
15 22T.601 i0.230° 265"
1950 (plan) 245 8570 Ba297 35.3
TOTAL  To6.2E1 25027 3256

! Tugosiar official statbstics
' Approximate,
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