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Topical Problems of Yugoslav Foreign Trade 
By Fred Schmidt, Munich 

As will be  recalled.  Yugos lav ia  had  been  the  f irst  of 
the  socia l is t  count r ies  which modif ied its o r ig ina l ly  
r ig id  sys t em of a p l anned  economy,  which had  been  
run  m a i n l y  b y  physical ,  admin i s t r a t i ve  controls ,  
t h r o u g h  adop t ing  ce r ta in  e lements  of a free marke t ,  
a n d  thus  ach ieved  a h i g h e r  degree  of f lexibi l i ty  in  
ove ra l l  e conomic  m anagem en t .  Changes  of this  kind,  
na tura l ly ,  also had  the i r  r epercuss ions  on  fore ign t r ade  
pract ices ,  les t  t he  economic  sys tem b e c a m e  i l logical  
and  incons i s ten t .  However ,  if it was  i n t ended  to 
manage ,  no t  on ly  home marke ts ,  bu t  also fore ign t rade  
ac t iv i t i es  in  acco rdance  wi th  marke t  requi rements ,  
which m e a n t  p roduc t ion  for effect ive  demand,  all  the  
en te rpr i ses  p roduc ing  for expor t  had  to be  g ran ted  
m o r e  i n d e p e n d e n c e  and  ind iv idua l  responsib i l i ty .  It 
was  also n e c e s s a r y  to c rea te  new  mate r ia l  i ncen t ives  
for  m a k i n g  t hem in t e r e s t ed  in r i s ing exports  t h r o u g h  
g ran t ing  t h e m  expor t  bonus e s  and  le t t ing  t hem re t a in  
pa r t  of the i r  fore ign  c u r r e n c y  earnings .  Admi t t ed ly ,  
d e c e n t r a l i s e d  fore ign t rade  also impl ied the  r isk tha t  
s t r onge r  d e p e n d e n c e  on  wor ld  m a r k e t  deve l opmen t s  
migh t  cause  d i s tu rbances  in  h o m e  markets .  A nd  such 
d i s t u r b a n c e s  were  indeed  c lea r ly  v is ib le  in Yugo- 
s lavia ,  of ten leading to de l ay  in car ry ing  out  the  
p l a n n e d  reforms,  bu t  in spi te  of this, the  t r end  to- 
wa rds  deeen t r a l i s a t i on  of Yugos lav  foreign t rade  re- 
ma ined  vic tor ious ,  t h r o u g h  seve ra l  ups  and  downs,  as 
h a s  mos t  r e c e n t l y  b e e n  p r o v e d  by  the  la tes t  set  of 
reforms d u r i n g  July,  1965. 

Relaxation of the Foreign Trade Monopoly 

T h e  first a t t empt  to m a k e  a breach in the r igid fore ign 
t rade  m o n o p o l y  of the  Sta te  had  been  u n d e r t a k e n  as 
e a r l y  as 1952, w h e n  the  Fore ign  Trade  Min i s t ry  was  
abo l i shed  and  expor t  and  impor t  t rade  were  en t rus t ed  
to decen t r a l i s ed  expor t / impor t  agencies.  However ,  
t h rough  d r awing  up a compl ica ted  sys tem of fore ign 
c u r r e n c y  dea I i ngs - - w h i ch  the  Yugoslavs  ca l led  the  
" sys tem of coeff ic ients"  1 - - the  foreign t rade  m o n o p o i y  
r ema ined  v i r t ua l l y  intact .  Thus, the  "sys tem of co- 
eff ic ients"  and  of mul t ip le  exchange  ra tes  p rov ided  the 
f r amework  for Yugos l av  fore ign  t rade  t r ansac t ions  all 
t h rough  the  fifties. Inc identa l ly ,  the  vo lume  of ex- 
por t s  rose  v i g o r o u s l y  af te r  1955, af ter  h a v i n g  stag- 
na t ed  before  t ha t  date,  no t  e v e n  a t t a in ing  pro-war  
levels.  This  was  m a i n l y  due to the first resul t s  of 
forced indus t r i a l i za t ion  s ince  the  las t  war, as wel l  as 
to the  r e s u m p t i o n  of t rade  wi th  the  o ther  East-bloc 
countr ies ,  which were  espec ia l ly  eager  to accept  de- 
l iver ies  of the  ou tpu t  p roduced  b y  the new industr ies .  

1 The "coeff icients"  were in fact multipliers, or factors, with 
which fore ign prices,  quoted  in US-S, were mul t ip l ied  at the 
official  rate of 632 Dinar : -~, to a r r ive  at the home market  price, 
which the Nat iona l  Bank paid the expor t ing firm for its foreign 
cur rency  income, or for which i t  sold foreign currency to im- 
porters.  Import  "coeff icients"  l ay  between 1.O and 2.5, expor t  co- 
eff ieieats  be tween  0.8 and 2.0 (cf. K. W e s s e 1 y , "Grundzfige 
und Eigenst f indigkei t  des jugos lawischen  Wir tschaf tssystems",  Ber- 
l in  1962, p. 423), 

Rising indus t r i a l i sa t ion  has  left  its deep marks  upon  
the  changing compos i t ion  of Yugos lav  foreign t rade :  
du r ing  the  las t  t en  yea r s  before  the  war,  the  sha re  of 
indus t r ia l  p roduc t s  in  overa l l  Yugos lav  expor ts  had  
been,  on  average ,  25 o/o, but  in 1956, i t  had  a l r eady  
g r o w n  to more  t h a n  50 % , and  to 78 .4% in 1964. : 

Fu r the r  fore ign  t r ade  decen t r a l i s a t i on  measu res  were  
t a k e n  in 1961, t h r o u g h  the  abol i t ion  of the  sys tem of 
coefficients .  Cu r r ency  reform followed,  and  the  Dinar  
was  deva lued  by  18% , se t t l ing it  at  a new  ra te  of 
750 D. for t he  $. Impor t  commodi t ies  were ,  however ,  still  
g rouped  acco rd ing  to four quotas .  The first quota,  
cons i s t ing  m a i n l y  of raw mater ia ls ,  was  ful ly lib- 
eral ised.  Scan t  e n c o u r a g e m e n t  could, neve r the l e s s ,  be  
ga ined  from the  effects of the  1961 reform. Ins tead  of 
the  p l a n n e d  g r o w t h  of 14%,  Yugos lav  expor ts  rose 
on ly  by  2 ~ compared  wi th  1960, whe rea s  imports  
e x p a n d e d  by  14%,  thus inc reas ing  the  adve r se  bal- 
ance  of the  coun t ry ' s  ex te rna l  trade.  Consequent ly ,  
the  c o u n t r y  h a d  to re turn ,  in 1962, to s t r ic ter  reg imen-  
tat ion,  adop t ing  inc i s ive  impor t  res t r ic t ions .  Impor t  
dut ies  were  raised,  and  the  quota  sys tem was  made  
more  rigid. This  i nc reased  exports ,  as aga ins t  1961, by  
20 0/% and  led to a decl ine  of impor ts  by  3 ~ But in 
1963, the  same w e l l - k n o w n  diff icult ies were  aga in  
be se t t i ng  Yugos lav  fore ign t rade :  impor ts  g rew more  
rap id ly  t han  exports ,  and  the  chronic adve r s i ty  of the  
coun t ry ' s  ba l ance  of t rade  g rew e v e n  more. The  diffi- 
cul t ies  became  worse  in 1964, w h e n  exports ,  t hough  
r i s ing  swif t ly  by  13 ~ could no t  keep  in step wi th  
imports ,  which e x p a n d e d  b y  no less t han  23 ~ Only  
67.5~ of impor ts  could thus  be  paid  for  in 1964 by  
income from imports.  The  adve r se  ba l ance  of Yugo- 
s lav  ex te rna l  t rade  had  swol len  in 1964 to the  al l - t ime 
h igh  of $ 430.7 mill ion,  whi l s t  the  to ta l  vo lume of the  
coun t ry ' s  fore ign t rade  h a d  reached  ~ 2,200 million. ~ 

Development of Yugoslav Foreign Trade 
from 1947 onwards* 

(In mi l l ion  US-~) 

Exports 
Adverse  , in e/0 of 

Year i Imports Exports Balance Imports  

I947 163.69 166,07 2.38 98.6 
1952 246.52 373,08 126.56 60.1 
1955 256,58 440.96 184.38 58.2 
1959 476.65 687.t8 210.53 69.2 
1960 566.16 826.38 260,22 68.5 
1961 569.90 910.29 341.39 62,5 
1962 690.48 887,72 197.24 77,7 
1963 790.34 1,056.62 266.28 74.8 
1964 892.44 1,323.17 430,73 67.5 
1965 ' 1,091.30 1,288.60 197.30 84.6 

* Based in "Indeks",  Boo,red,  and "Yugos lavia  Export", Beograd, 
No. 171, March 1, 1966, 

2 Cf. Mi~a K a p e t a n i 6 ,  Secretary of the Foreign Trade 
Div i s ion  in the Federal  Chamber  of Economics;  in " In ternat ionale  
Poli t ik",  Nr. 358, March 5, 1965, p. 23. 

Est imates based on "Statist i~ki go ignjak SPRJ" (Statistical Year 
Book of the Federal  Yugos lav  RepublicJ, 1964. 
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As the adverse  balance of Yugoslav t rade or iginates  
mainly from deliveries  of wes te rn  industr ia l ised coun- 
tries, a brief discussion of the regional  breakdown,  
and its development ,  of this t rade will be useful. In 
former years,  economic relat ions be tween  Yugoslavia  
and the W e s t  had made good progress ,  but more  
recent ly  s tagnat ion  has begun to creep in, which, in 
some cases, has even led to a reduct ion of foreign 
trade income. 

Retrograde Tendencies in Trade with 
Western Countries 

Trade with the countries of European Economic Com- 
munity is growingly  hampered  by advanc ing  integra-  
tion of the Common Market  countries,  so that  Yugo- 
slavia 's  posi t ion in the markets  of the "Six" and its 
interests  are  adverse ly  affected. Thus, Yugoslav  ex- 
ports  to the Common Market  area, in 1964, r ep re sen t ed  
no more  than 27.5 0/0 of the country ' s  total exports ,  as 
against  36.6 ~ in 1963.4 The foremost  obstac le  barr ing 
Yugoslav expor ts  to this area is to be seen  in the 
new "Agricul tural  Market  Orders"  for a number  of 
farm products  enter ing the EEC--Yugoslav  agricul tural  
del iver ies  to the Common Market  area had still con- 
tr ibuted 44 % of total Yugoslav exports  to the EEC in 
1964. This has prompted  the Yugoslav author i t ies  to 
enter  upon negotiat ions,  some time ago, wi th  the EEC, 
wi th  a v iew to improving t rade relations.  However ,  
the EEC Commission has not ye t  p ronounced  officially 
upon this subject .  Trade wi th  the EFTA countr ies  is 
showing a similar trend. The exchange of goods wi th  
these  countr ies  which, in 1964, had still contr ibuted 1 3 ~  
of the whole  to overal l  Yugoslav foreign trade,  has  also 
resul ted  in an adverse  balance  of trade, and exports  
to this area  have  dropped,  by  19 % in 1965. This is the 
reason  for Yugoslavia 's  a t tempts  to make new con- 
tacts wi th  the EFTA association.  Negot ia t ions  wi th  
EFTA aim mainly  at l iberai is ing Yugoslav del iver ies  
of agricultural  products  to the countr ies  of the Small 
Free Trade Area.  

It is also necessa ry  to make reference to t rade  with 
the US, whose  balance,  l ikewise,  is highly adverse ,  
due to high food imports  into Yugos lav ia - -main ly  of 
w h e a t - - c a u s e d  by the v io len t  crop f luctuat ions of 
Yugoslav farming. For example,  under  the "Food-for- 
Peace-Program",  a new agreement  was s igned in 
November  last, which provides  for supplies of 700,000 
tons of Amer ican  whea t  for $ 45 million. This sum 
will be repayable  in twelve  years,  and the debt  car- 
r ies 31/.~ % annual  interest .  

The difficulties arising from shrinking expor ts  to the 
West ,  and of the high t rade deficit  result ing from these 
relations,  is worsened  by  Yugoslavia 's  high indebted-  
ness  arising from ear l ier  credits  granted by the same 
wes te rn  countries.  Accord ing  to the Federal  Secre tary  
of Finance, Kiro Gligorov, ne t  indebtedness  to foreign 
countr ies  had  reached, in the spr ing of 1965, the sum 
of $ 1,028 million, of which $ 868 million will fall 
due  for r epaymen t  unti l  1968, and $ 251,7 million of 
these  alone during 1966.5 In order  to redeem its debts,  

4 "Economic Review", Beograd, No. 59, April 1965, p. 8; and "Neue 
Z/ira'her Zeitung", No. 348, Dec. 18, 1964. 
5 "Eckonomska politika", Beograd. No. 681, April 17, 1965~ quoted 
from Vladimir M u r k o , ~Auflenhandelspolitik und Zahlungs- 
bilanzgestaItung in Jugoslawien (Yugoslav Foreign Trade Policies 
and Development of the Balance of Payments}, in "Ost-Europa- 
Wirtschaft", No. 3, Sept. 1965, p. 190. 

which had been  used  for f inancing its foreign t rade  
deficit,  Yugoslavia would  have  to increase  its expor t s  
especia l ly  to these  countries.  

Expansion In East Trade 

It is str iking to wha t  large ex ten t  Yugoslav foreign 
t rade has turned  to East European markets  during re- 
cent  years,  and this w a y  was  chosen especia l ly  in 
order  to find compensa t ion  for the unfavourable  t rend 
of the country 's  wes t e rn  trade. Exports  to the East are  
par t icular ly  impor tant  for Yugoslav industrial  pro- 
duction, as its output,  th rough low qual i ty  and keen  
competi t ion,  is difficult to sell  in W e s t e r n  countr ies .  
Last yea r  the COMECON area rep laced  W e s t  Europe 
as the biggest  marke t  for Yugoslav goods. The 
main t rading par tners  of Yugoslavia  in the East are  
the Soviet  Union {1965: $ 300 million), Czeahoslovakia 
($160 million), and the German Soviet  Zone ($138 
million). New agreements  p rov ide  for a cons iderable  
increase  in exchanges during the nex t  five years :  
Soviet  Union $ 2,600 million, German Soviet  Zone and 
Czechoslovakia each $ 1,000 million, 

Yugoslav trading with communis t  countr ies  is bi la teral  
and is based upon long- term (five to Seven years)  
agreements ,  under  which annual  lists of goods to be 
exchanged and the composi t ion of the  trade are be ing 
negot ia ted.  On average,  expor t s  and imports  h a v e  
been  largely in ba lance  over  the last  few years.  

Growth  of Yugoslav eas tern  trade has  been accom- 
panied  by Yugoslavia moving  much closer  to the CO- 
MECON. As f rom Apri l  25, 1955, Yugoslavia  has be-  
come an associate  member  of the East  European For- 
eign Trade Associa t ion  {through a decis ion made al- 
r eady  on Sept. 17, 1964}. Yugoslavia,  by  its associa-  
tion, has promised to coopera te  ac t ive ly  in the fields 
of foreign trade, of cur rency  and financial  problems,  
of iron and non-iron metal  smel t ing and processing,  
engineering,  chemical industry,  and scientif ic and 
technical research. Yugoslav quar ters  be l ieve  that  the 
internal  deve lopment  of COMECON has favourable  
prospects ,  and an article of the Yugoslav  newspaper ,  
"Politika" (of Sept. 21, 1965), exp res sed  sat isfact ion 
about increasing frankness  in discussions,  economic  
reforms carried out by most  COMECON countries,  and 
increased  contacts  be tween  the countr ies  of Eastern 
and Wes te rn  Europe and the whole  Wes t  spread ing  
throughout  the Communist  World.  

Regional Breakdown of Yugoslav Foreign Trade 
in ~ of Total Volume * 

Exports in "/. Imports  in "/. 
Region . . . . . . . . . . . . . . .  i . . . . . . . . . . . . . . . .  

11963 ' t964  1965 i 1963 i1964 i 1965 

Weste rn  Europe 49.0 43.5 36.8 41.5 41.0 38,9 
Eastern Europe 26,7 3-I,6 42.0 22.7 28.5 28.7 
America 8.1 8.5 7.4 22.2 17.4 I8.6 

(of whid'~: US) --  (5,7} (5.8) --  (13.0} (15.I1 
Africa 8,5 4.7 4.7 4.1 4.4 4.9 
Asia 7.6 8.7 8.9 7.9 6.7 7.2 
Oceania 0.1 O.O 0.2 1.6 2.0 1.7 

I00.0 lO0.O lOO.O I00.0 IO0.O 100.0 

* Based on "Petit Manuei Stat is t ique de la Yougos lav ie" ,  1965, and 
"Yugoslavia Export". Beograd, No. 165, Sept. 1, 1965 and No. 171, 
March 1, 1966. 

To sum up, deve lopment  t rends in Yugoslav foreign 
trade, with their  perennial  foreign t rade  deficits, a re  
caused, i n t e r  a t i a ,  by s tagnat ing  exports  to 
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w e s t e r n  c o u n t r i e s ,  wh i ch  a r e  o n e  of  t h e  e f f ec t s  of  
g r o w i n g  W e s t  E u r o p e a n  i n t e g r a t i o n .  H o w e v e r ,  in  o r d e r  
to  a r r i v e  at  a ful l  u n d e r s t a n d i n g  of Y u g o s l a v i a ' s  t r ad -  
i n g  d i f f i cu l t i e s  it  wi l l  b e  n e c e s s a r y  to i n c I u d e  t h e  
p r o b l e m s  of i t s  i n t e r n a l  e c o n o m y  in ou r  e x a m i n a t i o n .  

Internal Obstacles 

Y u g o s l a v  e x p o r t s  c l a im o n l y  90/0 of t h e  c o u n t r y ' s  
G r o s s  N a t i o n a l  P roduc t ,  w h i c h  is v e r y  l i t t le ,  a n d  it  
s h o w s  t h a t  Y u g o s l a v i a  h a s  h a r d l y  s u c c e e d e d  in a c h i e v -  
i n g  a m a j o r  p a r t  in  t h e  i n t e r n a t i o n a l  d i v i s i o n  of  l a b o u r .  
T h i s  u n s a t i s f a c t o r y  p i c t u r e  is l a r g e l y  d u e  to t h e  l e a n -  
i n g  of  t h e  Y u g o s l a v  F e d e r a t i o n  t o w a r d s  a u t a r k y ,  
w h i c h  h a s  n e v e r  b e e n  fu l l y  a b a n d o n e d .  I n  add i t i on ,  
t h e r e  is  i n s u f f i c i e n t  e c o n o m i c  c o o r d i n a t i o n  a n d  d iv i -  
s i o n  o f  l a b o u r  b e t w e e n  i n d i v i d u a l  r e p u b l i c s  of  Y u g o -  
s l a v i a ,  so  t h a t  p r o d u c t i o n  r e m a i n s  w i d e l y  sp l i t  u p  a n d  
u n p r o f i t a b l e .  

G r o w t h  of  Y u g o s l a v  i n d u s t r i a l  p r o d u c t i o n ,  f u r t h e r -  
m o r e ,  h a s  n o t  b e e n  a c c o m p a n i e d  b y  a c o r r e s p o n d i n g  
g r o w t h  of  l a b o u r  p r o d u c t i v i t y ,  a s  m a n y  p l a n t s  u s e  
o b s o t e t e  m a c h i n e r y  a n d  fac i l i t i e s  a n d  e m p l o y  m u c h  too  
m a n y  u n s k i l l e d  h a n d s .  C o u p l e d  w i t h  p e r s i s t e n t  p r i c e  
r i s e s ,  t h i s  h a s  l ed  to p r o d u c t  q u a l i t i e s  r e m a i n i n g  b e l o w  
a n d  u n i t  c o s t s  a b o v e  t h e  i n t e r n a t i o n a l  a v e r a g e .  T h i s  
d e v e l o p m e n t  h a s  b e e n  e v e n  m o r e  a c c e n t u a t e d  b y  t h e  
c o u n t r y ' s  f o r e i g n  t r a d e  s y s t e m  a n d  po l i cy .  T h e  m e t h -  
o d s  u s e d  for  b o o s t i n g  e x p o r t s  h a v e  l ed  to a n  ind i s -  
c r i m i n a t e  r i s e  of  a n y  s o r t  of  e x p o r t s ,  no  m a t t e r  w h e t h e r  
t h e y  w e r e  b e n e f i c i a I  to  t h e  n a t i o n a l  e c o n o m y ,  so  t h a t  
e x p o r t s  h a d  to be  h i g h l y  s u b s i d i s e d .  G l i g o r o v  m e n -  
t i o n s  t h a t  t h i s  h a s  l e d  to t h e  i m p o r t a t i o n  of r a w  
m a t e r i a l s  a t  a d o l l a r  e x c h a n g e  r a t e  of  b e t w e e n  800 
a n d  900 Dinar ,  w h i l s t  e v e r y  do l l a r  e a r n e d  h a s  cos t ,  in 
I965, the  c o u n t r y  n o  l e s s  t h a n  D i n a r  1,055, t a n t a m o u n t  
to  a s u b s i d y  for  r a w  m a t e r i a l  i m p o r t s  o f  b e t w e e n  
D i n a r  150 a n d  250 p e r  dol la r .  0 T h e  a n n u a l  a v e r a g e  of  
e x p o r t  s u b s i d i e s ,  i n  r e c e n t  y e a r s ,  a m o u n t e d  to a b o u t  
$ 400 mi l l ion .  A s o u n d  g r o w t h  of Y u g o s l a v i a ' s  f o r e i g n  
t r a d e  wil l  be  p o s s i b l e  o n l y  on  c o n d i t i o n  t h a t  o u t p u t  
p r o d u c t i v i t y  r i s e s  a n d  i ts  c o s t s  a r e  r e d u c e d .  Bu t  t h i s  
is  o n l y  p o s s i b l e  t h r o u g h  d o i n g  a w a y  w i t h  a u t a r k i c  
e c o n o m i c  po l i c i e s ,  a n d  t h r o u g h  m e r g i n g  t h e  m a n y  t i n y  
f a c t o r i e s  in  l a r g e  u n i t s .  I n d u s t r y ,  w h i c h  w o r k s  for  
e x p o r t ,  o u g h t  a l so  to s p e c i a l i s e  in  s p e c i f i e d  p r o d u c t s  
in  r e g a r d  of  w h i c h  Y u g o s l a v i a  i s  c o m p a r a t i v e l y  a t  a n  
a d v a n t a g e  as  a g a i n s t  o t h e r  c o u n t r i e s .  A s  a m o d e I  case ,  
it  i s  p o s s i b l e  to d e s c r i b e  s h i p b u i l d i n g ,  80 % of  w h o s e  
p r o d u c t s  a r e  for  e x p o r t ,  a n d  w h o s e  p r o d u c t i o n  w o u l d  
be  u n p r o f i t a b l e  if  t h e  s h i p y a r d s  w o u l d  w o r k  o n l y  for  
h o m e  d e m a n d .  O t h e r  Y u g o s l a v  p o s s i b i l i t i e s  a r e  in  t h e  
f i e l d s  of  n o n - i r o n  m e t a l  s m e l t i n g  a n d  p r o c e s s i n g ,  g e n -  
e r a l  a n d  e l ec t r i ca l ,  e n g i n e e r i n g ,  w o o d  p r o c e s s i n g  a n d  
p r o c e s s i n g  of  a g r i c u l t u r a l  p r o d u c t s .  

Recent Reforms in Foreign Trade 

For  d o i n g  a w a y  w i t h  t h e s e  e c o n o m i c  s h o r t c o m i n g s , Y u g o -  
s l a v i a  p r o c l a i m e d  a n e w  e c o n o m i c  r e f o r m  on  J u l y  24, 
1965, w h i c h  a lso  a f f e c t s  d e e p l y  t h e  s y s t e m  of f o r e i g n  
t r ade .  T h e  f i rs t  s t e p  o f  th i s  r e f o r m  w a s  a n o t h e r  d e v a -  
l u a t i o n  of  t h e  D i n a r  b y  67 ~ a b o l i s h i n g  t he  c o m -  
p l e t e l y  i m a g i n a r y  r a t e  of  e x c h a n g e  w h i c h  h a d  b e e n  in 
o p e r a t i o n  un t i l  t h en ,  a s  it  d id  n o t  p r o v i d e  a r e l i a b l e  
e c o n o m i c  y a r d s t i c k  f o r  t h e  b e n e f i t s  d e r i v e d  f rom ex-  

Cf. Kiro G 1 i g O r o v , Federal Secretary of Finance, in 
"Internationale Politik", No. 355, June 20, 1965, p, 21. 

M U N D U S  
A QUARTERLY REVIEW" OF GERMAN RESEARCH 
CONTRIBUTIONS ON ASIA,  A.FRICA 
AND LATIN AMERICA. ARTS AND SCIENCE 

The purpose of this journal is to inform interested foreign 
university and college professors regularly about the new 
results of German research on non-European subjects with 
regards to arts and scieuces. 
The editors are the following 30 university professors: 
Prof. Dr. L. Alsdnrf, University of Hamburg, Dr. H, W. 
B/ihr, Tfibingen, Prof. Dr. Th. Barthel, University of Tfibin- 
gen, Prof. Dr. H. Baumann, University of Munich, Prof. Dr. 
Benl, University of Hamburg, Prof. Dr. E. Benz, University 
of Marburg, Prof. Dr. H. Brunner, University of Tiibingen 
and Dr. E. Brunner-Traut, Prof. Dr. E. Dammann, University 
of Marburg, Prof. Dr. A. Dietrich, University of G6ttingen, 
Prof. Dr. G. Dietrich, University of Kiel, Prof. Dr. W'. 
Eichhorn, University of Tfibingen, Prof. Dr. M. Eisentraut, 
University of Bonn, Prof. Dr. H.-J. Elster, University of 
Freiburg, Prof. Dr. W. Erbe, University of Ttibingen, Prof. 
Dr. L. Fischer, University of Ttibingea, Prof. Dr. H. Franke, 
University of Munich, Prof. Dr. H. Friedrich, Bremen, Prof. 
Dr. H. Goetz, University of Heidelberg, Prof. Dr. A. Jen- 
sen~, University of Frankfurt, Prof. Dr. J. Knoll,Agricultural 
College of ttohenheim, Prof. Dr. A. Kolb, University of 
Hamburg, F. Linnenberg, Erlangen, Prof. Dr. W. Meckelein, 
Technical College of Stuttgart, Prof. Dr. R. Paret, Univer- 
sity of Ttibingen, Prof. Dr. H. Plischke, University of 
G6ttingen, Prof. Dr, Dr, h. c. E. Preetorius, University of 
Munich, Prof. Dr. M. Schwarzhach, University of Cologne, 
Prof. Dr. E. Seibold, University of Kiel, Prof. Dr. W. you 
Soden, University of Mfinster, Prof. Dr. Dr. h. c. Carl Troll, 
University of Bonn, Prof. Dr. H. Wilhelmy, University of 
Tfibingen, Prof. Dr. E. Zechlin, University of Hamburg 

Single copy DM 20,--, $ 5,-- postage exclusive, annual 
subscription DM 80.--, $ 20,-- postage exclusive. 

WISSENSCHAFTLICHE 
VERLAGSGESELLSCHAFT M . B . H .  STUTTGART 
7000 Stuttgart 1 (Germany), Postfach 40 

p o r t s .  M o s t  e x p o r t  b o n u s e s  w e r e  a l so  a b o l i s h e d ,  a n d  
t h e  n e w  s i n g l e  r a t e  of  D. 1,250 : $ (which  w a s  f o l l o w e d  
in 1966 b y  t h e  i s s u e  of  n e w  d ina r s ,  e q u a l  in  v a l u e  to 
100 o ld  d ina r s )  wi l l  t h e r e f o r e  o p e r a t e  s e l e c t i v e l y  u p o n  
t h e  v a r i o u s  e x p o r t e r s ,  a s  t h e y  c a n  in  f u t u r e  e x p o r t  
o n l y  t h o s e  g o o d s  w h o s e  cos t s ,  c o n v e r t e d  in to  do l l a r s  
a t  t h e  n e w  r a t e  of  e x c h a n g e ,  a r e  b e l o w  w o r l d  m a r k e t  
p r i c e s .  

I m p o r t s  wil l  n o w  be  r e g u l a t e d  b y  a n  e f f i c i en t  s y s t e m  
of n e w  c u s t o m s  du t i e s .  U p  to n o w ,  t h e  d u t i e s  c h a r g e d  
w e r e  i n e f f e c t i v e  for  t h e  p u r p o s e  of  p r o t e c t i n g  h o m e  
p r o d u c t i o n ,  b e c a u s e  i m p o r t s  w e r e  r e g u l a t e d  m a i n l y  b y  
t h e  d i f f e r e n t  i m p o r t  r a t e s  o f  e x c h a n g e  a n d  b y  r a t i on -  
i n g  of  f o r e i g n  c u r r e n c y .  T h e r e f o r e ,  d u t y  r a t e s  w e r e  
m a i n l y  of  a p u r e l y  f i sca l  n a t u r e ,  p r o v i d i n g  a n  im-  
p o r t a n t  p a r t  of  t h e  f e d e r a l  b u d g e t .  F r o m  n o w  on,  t h e  
m a i n  s i g n i f i c a n c e  of d u t y  r a t e s  is to  b e  p r o t e c t i v e ,  b u t  
o n l y  such  p r o d u c t s  a r e  to be  p r o t e c t e d  b y  t h e m  w h i c h  
m a y ,  b y  t h e i r  i n t r i n s i c  cha r ac t e r ,  b e  a b l e  to r e ach  
i n t e r n a t i o n a l  s t a n d a r d s  of q u a l i t y  a n d  c o s t s  w i t h i n  a 
r e l a t i v e l y  s h o r t  pe r iod .  It  is a l so  i n t e n d e d  to u s e  im-  
p o r t s  as  a n  i n s t r u m e n t  of  e c o n o m i c  p r e s s u r e  t o w a r d s  
s p e c i a l i s a t i o n  a n d  m o d e r n i s a t i o n  o f  i n d u s t r y ,  For  t h i s  
p u r p o s e ,  h o w e v e r ,  c u s t o m s  ta r i f f s  a n d  l o n g - t e r m  eco-  
n o m i c  p l a n n i n g  wi l l  h a v e  to be  c o o r d i n a t e d ,  so  as  to 
c l a r i f y  b e f o r e h a n d  t h e  d i r e c t i o n  a n d  p o s s i b i l i t i e s  o f  
e v o l v i n g  t h e  o n e  o r  o t h e r  b r a n c h e s  o f  i n d u s t r y .  U n d e r  
t h e  n e w  tariff ,  w h i c h  h a s  a l r e a d y  b e e n  e n a c t e d ,  al l  
i m p o r t s  o f  r a w  m a t e r i a l s  wil l ,  o n  p r i nc ip l e ,  be  d u t y -  
f ree,  a n d  th i s  p r i n c i p l e  is to s e r v e  t h e  i m p r o v e m e n t  of  
co s t s  a n d  c o m p e t i t i v e n e s s  o f  Y u g o s l a v  i n d u s t r y ,  A c -  
t ua l l y ,  a v e r a g e  d u t i e s  on  r a w  m a t e r i a l s  a r e  n o w  
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5.11%, as against  10.26 % before  the reform. The tota l  
bm'den of tariff duties, calcula ted on the total vo lume  
of 1964 imports  and its composit ion,  has  been  cut by  
about one half  to an average  of 11.7~ There  are 
large differences  of duties imposed upon the  di f ferent  
types  of impor ted  goods. 

Average  Tariff Rales 
(all figures in o/o) 

percentage former I new 
Groups of goods : share in tariff I tariff 

1964 imports rates [ rates 

(1} Raw materials 35 12.14 5.11 
(2) Replacement goods 36 17.19 9,25 
(3) Equipment 24 42.79 20.39 
(4) Consumption goods 5 43,96 21.06 

TOTAL or Average, 
respectively 100 23.29 1I .70 

S o u r c e : Ante Domand~.i~, Der neue Zolltarif (The new tariff), 
in: *Intemationale Politik", No. 371, Sept. 20, 1965, p. 22. 

The new regulat ions,  it is true, exempt  the expor ta t ion  
and impor ta t ion  of all goods  and services  from duties,  
on principle,  but  import  res t r ic t ions may  be intro-  
duced by federal  law, and to a l imited ex ten t  and for 
cer ta in  goods by  decree  of the  Federal  Foreign Trade  
Secretary.  Thus, importa t ion of equipment  and goods 
for personal  consumpt ion is still subject  to an overa l l  
quota  system, at least  for a t ransi t ional  period.  By 
the  end of 1967 appr. 50~ of all imports  shall  be 
l iberal ised,  in compar ison with appr. 30 ~ at present .  

Full conver t ib i l i ty  of the dinar  is also not ant ic ipated 
in the near  future. In the first instance,  conver t ib i l i ty  
is dependen t  on a last ing structural  improvement  in 
the  balance  of payments .  Though the t rend of income 
from tourist  traffic (US $ 93 million in 1964, and 10O 
mill ion in 1965) and through remit tances  of Yugoslav  
cit izens work ing  abroad  ($ 60 mill ion in 1964) was  up- 
ward, this income was hi ther to  not sufficient to br idge 
the  gap in the ba lance  of trade. To support  the p re sen t  
dinar  exchange rate,  a foreign currency rese rve  of 
$ 140 mil l ion has been  formed, which is to be increased  
during the ensuing months.  

Organisation Improvements by a New Foreign Trade Law 

A new Foreign Trade  Act  is to serve  as the coping 
s tone of the  edifice of reforms;  it is to be in t roduced  
v e r y  soon. Its main purpose  will be the set t ing-up of 
a n e w  foreign t rade  organisat ion.  As was the case up 
to now, imports  and expor ts  will be handled  by  
au tonomous  foreign t rade  houses  which are to be  or- 
ganised  on the same principles  as all o ther  enter-  
prises.  One condit ion,  however ,  for their activit ies is 
that  they  have  themse lves  en te red  upon a Foreign 
Trade Register,  which they  will  be a l lowed to do sub- 
jec t  to cer ta in  qua l i f ica t ions- -e ,  g. the recrui tment  of 

suff icient  exper t  staff, adequa te  office accommodat ion ,  
sui table  technical  equipment ,  and a cer ta in  minimum 
turnover .  Apa r t  from this, p roduct ion  plants  are  to 
build up more  direct  contac ts  wi th  foreign sales out- 
lets, for looking after the expor t  of their  p roducts  
themselves .  For this purpose,  t h e y  are to be  pe rmi t t ed  
to form agencies  abroad for es tabl i sh ing  new con- 
nections.  In exchange for this, foreign companies ,  for 
the first  time, are  to be a l lowed  to open their  o w n  
sales agencies  on Yugoslav terr i tory.  Special  conces-  
sion ag reemen t s  will  be  made  and accorded  to them 
by the  Federa l  Foreign Trade  Secretariat ,  which will  
incorpora te  the condi t ions  for their  act ivi t ies.  7 Final ly  
in future also inves tments  of foreign firms in Yugo- 
s lavia  shall  be  pe rmi t t ed - - f i r s t  of all it is thought  of 
coopera t ive  e s t ab l i shmen t s - - i n  connex ion  wi th  which 
the t ransfer  of ea rned  profi ts  shall  also be al lowed.  

Though a number  of cu r rency  controls  and phys ica l  
res t r ic t ions  will  cont inue to be in opera t ion  for a 
t rans i t ion  period,  these  reforms make  it h igh ly  l ikely 
that  Yugoslavia  may  become a full member  of GATT, 
as the General  Agreemen t  on Tariffs and Trade con- 
siders a f ixed tariff to be  one  of the essent ia l  con- 
di t ions for at taining its object ives .  Until  recent ly ,  
GATT members  were  of opinion tha t  Yugoslavia  did 
not  mee t  this condition, and this was  the reason  w h y  
the count ry  was  accorded only  Assoc ia te  membersh ip  
on May  25, 1959. In October ,  1965, Yugoslavia  sub- 
mit ted  its formal appl icat ion for full membership .  Its 
gove rnmen t  is h ighly  in te res ted  in jo in ing GATT, as 
about  50 % of its expor ts  are reaching marke t s  in 
highly industr ia l ised countr ies ,  which are negot ia t ing  
about  tariff  cuts during the  K e n n e d y  Round. Yugo- 
s lavia 's  access ion to GATT might  give it the chance to 
rev ive  its f lagging foreign trade. 

Effects of the New Course 

W h e n  inves t iga t ing  the pract ica l  effects of the recen t  
reforms it will  be observed  that  exports  have  r i sen  
compara t ive ly  s t rongly  dur ing the last  few months ,  
whereas  imports  could s l ight ly be checked. Never the -  
less, it is still too ear ly  to predict ,  f rom this trend, a 
fundamenta l  improvement  of the foreign t rade situa- 
tion, as the per iod  under  r ev iew is too shor t  for per-  
mit t ing a definite assessment .  

In examining the concept  of the new foreign t rade  
system, it cannot  be gainsaid that  imports  have  not  
ye t  been  l iberal ised to the same ex ten t  as in the  coun- 
t r ies  of W e s t e r n  Europe. The acute pauc i ty  of cur- 
rency  reserves ,  caused by  a chronic import  surplus,  
causes  the authori t ies  to res t r ic t  cur rency  al locat ions  
more  or less sharply, for d i f ferent  import  goods,  t n  
spite of all this, it may be s ta ted  that,  p rov ided  all 
the reforms are carried out in their  publ i shed  forms 

7 Cf. "Economic Review", Beograd, No. 64, Sept. 1965, p. 6. 
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for any length  of time, cent ra l i sed  physical  controls  
and adminis t ra t ive  restr ict ions of foreign trade trans-  
act ions have  largely been  dismantled.  Thus, Yugo- 
slavia demonst ra tes  that even  a socialist  country  may  
he able to achieve a high degree  of decentra l i sa t ion 
and elast ici ty in its external  economic relat ions with- 
out being forced to abandon its not ions  of social ised 
property.  All the difficulties which for many year  have  
p reven ted  the break through  to a flexible sys tem of 
fore ign t rade  were  genera ted  less by the pecul iar  
social  sys tem of Yugoslavia ra ther  than by  the low 
level  of Yugoslav economic development .  Yugoslavia 's  
.difficulties are typical  for any  semi- industr ia l ised 
country,  which intends to s tand up to competi t ion by  
highly  evolved  nat ional  economies  whilst,  at the same 
time, s t r iving for maximal  economic and poli t ical  in- 

dependence .  The economy of such countries cannot  
secure  for i tself  a large share  in the world 's  marke ts  
wi thout  h igher  product ivi ty ,  but conversely,  a larger  
vo lume of the i r  foreign t rade is a sine qua non  for 
h igher  p roduc t iv i ty  and h igher  s tandards  of their  pro- 
duction.  This diff iculty can only be overcome by  con- 
c en t r a t i n g - - a s  a l ready  s t a t ed - -p roduc t ion  on s u c h 
goods  which br ing in the h ighes t  amount of foreign 
currency,  in re la t ion to product ion  effort. Such type  of 
p roduc t ion  m a n a g e m e n t  can, under  given circum- 
stances,  be  achieved by the operat ion of market  
forces a lone v e r y  slowly, and with great  difficulty. 
For  this reason,  the State will have  to cont inue its 
i n t e rven t ion  in economic  affairs through p lanning the 
d i rec t ion  in which the national  economy is to develop,  
and the  des i red  economic s t ructure  of the country.  

Department [or Business Treads Research, 
The Hamburg Institute for International Economics 

World Business Trends 

Western Europe: Strong Rise of Consumer Expenditure 

Private consumer  expend i tu re  in 
the individual  W e s t  European 
countr ies  reflects the present  re- 
g ional  different iat ion of the eco- 
nomic trend much less than do for 
ins tance  capital expendi tu re  or the 
net  posi t ion on goods and services.  
First  the different  d e v e l o p m e n t - -  
par t icular ly  the acce lera t ion  in 
Italy and France as wel l  as the 
s lowing down in the Federal  Re- 
public of G e r m a n y - - i s  leading to- 
wards  a close approximat ion  of 
growth  rates  of p r iva te  consumer  
expendi ture  at 7 to 8 % as ex- 
pec ted  for 1966 in mos t  countries.  
The most  important  except ion  is 
Britain where  in the current  year  
and  after the  measures  taken  re- 
cent ly  the growth  rate  should 
hard ly  be h igher  t han  5% . The 
whole  of Wes t e rn  Europe will thus 
exper ience  a sl ight s towing  down 
of the nominal  inc rease  in con- 
sumption. 

In the first half  of 1966 the dif- 
ferences  have  obv ious ly  been  still 
greater.  This is ind ica ted  anyway  
by the avai lable da ta  of retail  
t rade turnovers.  True, only p a r t - -  
a l though a major  o n e - - o f  pr iva te  
consumer  expendi ture  (in Federal  
Germany e.g. about  500/0) fall to 
the share of this sec to r  and, more- 
over,  in some count r ies  only var- 
ious groups of re ta i l  shops are 
recorded statist ically.  During the 
first four to five mon ths  of 1966, 

according to data available,  con- 
sumer expendi tu re  in this field 
rose most  in Federa l  Germany,  
Italy and Austr ia  (+8  to +9~ 
comparison with the prev ious  year).  
Smaller was the increase  in Swit- 
zerland, Britain and France (+5  to 
+6  % ) while in the la t ter  an ac- 
celerat ion of growth  could be ob- 
served  in the course of spring. 

The tendencies  of W e s t  European 
private  consumer  expendi ture  are 
being governed  above  all by  the  
different iated deve lopment  of mass  
incomes. In I ta ly  and France the 
economic r eco v e ry  is effect ing a 
normalisat ion of working  hours 
and also gradual ly  increas ing the 
numbers  of persons  employed.  Vice  
versa  in the Federa l  Republic of 
Germany the fall in the rate of 
expansion has s tar ted  to brake 
the increase in wages  and salaries 
a l ready at the end of 1965, while, 
on the o ther  hand, in Britain up 
to the recent  res t r ic t ive  measures  
the contract ion of growth  had no 
influence on earned  incomes. In 
future, incomes from wages  and 
salaries should more  clear ly re- 
flect the di f ferent ia ted cyclical  
tensions in W es t e rn  Europe. Cor- 
responding tendencies  in the in- 
comes of the se l femployed will 
have similar effects on pr ivate  
consumer expendi ture .  

In some countr ies  the changes 
of the saving ratio p layed  a con- 

s iderable role at least temporari ly.  
Thus e.g. in the Federal  Republic 
its decline had been decisive for 
the constant ly  s t rong expans ion  
of pr ivate  consumer  expendi ture  
during the first quarter  of 1966. 
Also in France and Italy less had 
been  saved, obviously  in connec- 
tion with s t imulated purchases of 
high-grade consumer  goods (cars). 
So far the declining propens i ty  to 
save had been  a reflection of op- 
timistic expecta t ions  of income. On 
the other hand, in the Nether lands  
and in Belgium the rate of saving 
increased at the beginning of 1966, 
and that was  a reaction to the 
surge of purchases  preceding the 
tax increases  at the end of 1965. 
In the meant ime here  a normalisa-  
tion should have  taken place. 

The increase of pr ivate  consmnp- 
tion expenditure by about 7 ~ in 
Western Europe in 1966 means a 
rise of real consumption by about 
4 ~ A slight decrease  of the mar- 
gin be tween  nominal  and real  de- 
velopment  results  from the fact 
that in some major  economies the 
upward t rend in prices has obvi- 
ously somewhat  dec l ined - -bes ides  
Italy finally also in Federal  Ger- 
many and Br i ta in- -whi le  in a few 
smaller economies  it has in- 
creased. Early this summer in the 
most important  economies  consum- 
er prices were  by  2 to 4 ~ above 
those in the previous  year ' s  cor- 
responding period.  In Belgium and 
Switzerland the rate of price in- 
crease has reached 5 ~ and in 
Spain, the Nether lands ,  Sweden,  
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