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Yugoslavia: The Strains
Begin To Tell-

The Yugoslav political system may prove incapable of coping with the
country's international financial difficultics, domestic economic problems,

and growing cthnic tensions.

We believe that the country’s collective lcadership of both party and
government is a key factor. Tito created and bequeathed this system to give
all Yugoslavia's ethnic groups a say in national decisionmaking so that
none would be tempted to break away. The mechanics of the structure—in-
cluding rotational leaderships with brief tenures, unclear divisions of
responsibility, and reliance on consensus—make the system indccisive.

Instead of becoming the central nervous system of the larger political-
economic organism, the federal party lcadership in Belgrade has lost
initiutive to regional and other federal power centers. Nowhere was the
leadership's ineptitude more in evidence than at the party’s Twelfth
Congress in June—the first without Tito. The party emerged from its
congress deeply divided both within its leadership and also between the
lcadership and the rank and file, not only over immediate policy issucs, but
also over the need for basic reform. 3

We believe that the Yugoslav system is likely to receive additional shocks
in the months ahcad—including perhaps a nced to reschedule its debts—

and that disagrcements within the party will increase. The longer term risk
is that the federal party will slip into an irreversible process of decay and

become increasingly unable hold the Yugoslav state together,

Should these trends continue, it is conceivable that Yugoslav reformers
could gain the backing to move their party toward more democratic
practices and their country toward a more genuinely market-oriented
cconomy. But, given Yugoslavia's economic problems and history of
destructive competition among its constituent cthnonational groups, we
belicve it more likely that the nation will revert to a condition of endemic
instability, perhaps held together only by the armed forces.

The stakes for the West in the Yugoslav drama are high. The Soviets
would be tempted to take advantage of an unstable situation; a Soviet
success could have potentially profound conscquences for the Balkans and

perhaps the balance of power in Europe.
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Yugoslavia: The Strains
Begin To Tellif}

Everywhere in society, there exist strong tend-
encies toward disintegration. Quiet and peaceful
changes are no longer possible. In the economy,
politics, and society troubled changes are

coming.
Delegate to the Yugosiav
Party’s Twelfth Congress,
June 1982

Tito's Political Legacy

Throughout the post—World War 11 period Yugosla-
via has been dominated by the personality of Josip
Broz Tito and ruled by the partisan fraternity that he
led to victory over the Germans and Italians, their
Yugoslav collaborators, and rival resistance move-
ments. After initially establishing a Stalinist regime,
these same Yugoslav Communists concluded, after
their break with the Sovict Bloc in 1948, that Stalin-
ism was a deformation of socialism. In its stead they
developed.over time their own unique system, the core
tenets of which are that, economically, workers man-
age their own enterprises on behalf of society at large
and that, politically, the Commuanist party provides
the glue that holds the system together by playing a
guiding—but not administcring-—rolc.i

This Yugoslav system of “sclf-managing socialism.”
however appropriate for giving Yugoslavia's multiple
and fractious nationalitics and minority groups a
scnse of participation in their socicty, has proved no
panacca:

« [t has not guarantecd that all Yugoslav nationalities
accept federal policies. The Army has twice had to
restore ord‘::r in the Albanian minority region and
once to threaten to bring the Croats into line.

» [t has inhibited scnsible federal policymaking and
management in such key areas as international
borrowing; trade, investment, and monetary and
fiscal affairs. The result has been economic anar-
chy, chronic incfficiency, and periodic crisis.

ret

« It provided no orderly mechanisms for transferring
power with the result that on three occasions Tito
felt required to purge or demote key lizutenants who
attempted to challenge him or to secure a para-
mount position from which to succeed him

During Tito's lifetime Yugoslavia was able to function
successfully, despite the weaknesses of the system,
because Tito had the prestige 1o intervenc at critical
junctures and to impose remedial measures. In his
final years with no onc acceptable in the wings to
assumc his role, he attempted to create and institu-
tionalizc a new system of collective political rule that
would preclude struggles for one-man rule and guar-
antee that none of Yugoslavia's major ethnonational
groups would have cause to challenge the integrity of

the Yugoslav state

Tito's systern requires that the President of the Pre-
sidium—the party’s top official-—hald officc for only
one year and that the job rotate among the parties of
the six republics and two provinces. The President
cannot make decisions without the agreement of the
other 22 Presidium members. Each of these officials,
in turn, is proscribed from establishing policy in his
own particular arca of responsibility without agree-
ment of the rest. All Presidium members are {ree to
discuss and make policy proposals across the board. A
similar system of collective responsibility by short-
term officials in rotational positions had previously
been established for the State Presidency, the Presi-
dent of which serves as head of sxa!e.‘

Soon after Tito's cdeath in May 1980, warning signs
began to appear that the collective leadership scheme
was not working well, in part because the Presidium
tended to avaid tough issues in its weekly meetings.
An article in the party weekly Kommunist revealed in
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January 1981 that, of 36 topics on the Presidium's
agenda in 1980, only 10 reccived attention. Presidium
member Stane Dolanc complained in a press interview
about 10 hour meetings ... in which [ can assurc you
nothing is left unsaid.”

With a system that hampers appropriate and timely
policymaking. Yugoslavia nceded only a raajor prob-
lem for Tito's legacy to come under criticism and for
pressures to begin building 1o restructure Yugoslavia's

e |

economic and political systems.' Two such problems
in fact have appeared: an economic slowdown exacer-
bated by cfforts to deal with a financial crisis that

' A National Iatelligence Estimarte, 25 Scptember 1979, “Prospects
for Post-Tito Yugoslavia,” warned that, some time well after Tito's
dexth, “there will be the point at which transitioa to the post-Tito

cra really begins and Tito's achicvcmcnu_ﬁo their (irst really

strenuous posthumous test of endurance.



shows no signs of improvement, and demands by the
Albanian minority to be granted equal status with
Yugoslavia's other major nationalities,

The Economy: What To Do?

Yugoslavia's cconomic problems arc part of Tito’s
legacy. The country’s $19 billion debt burden—higher
per capita than Poland's—has resulted from heavy
dependence on forcign loans to spur cconomic growth
in the 1970s. Inflation. which accelerated during the
investment boom of that period, rosctoa record 40
percent in 1981, This high rate was reinforced by the
continuing inability of the sclf-management system 1o
sct realistic limits on wages and domestic credil. But
Yugoslavia's economic crisis did not emerge as full-
blown until Poland’s financial collapse in 1981 sensi-
tized international lenders to economic weaknesses
throughout Eastern Europe and sharply curtailed
Yugoslavia's access to hard currency credit.?

In our opinion cvents in other parts of Eastern Europe
had the addsd impact of shaking the confidence of
many in the Yugoslav party that the minor policy
adjustments being debated would remedy Yugosla-
via's problems. In an unprecedented wave of open
criticism of the government's cconomic policy. West-
ern-educzted economists in particular argued that the
self-management system was wasteful, incfficient,
and impeded rational economic decisions. And public
debate over new directions for the cconomy-~

called the “fiercest™ since the
mid-1960s—surged far ahead of the authorities’ abili-

ty to respond

The failure of the Polish economy and the onset of the
political crisis in Poland strengthened the hand of
reformers in the party hierarchy, who began immedi-
ately to spell out the dangers of a “stand-pat™ ap-
proach. The colldpsc of a loan syndication effort in
late 1981 and problems with reviving the syndication
in 1982 further undermined those who were content
stay with existing policies and power relationships.

! Foc an asscssment of Y, via's financial problems. see DD1
Intelligence Assessmient
November 1982, Yugoslavia's Financial Crisis. A general asscss-

ment of Yugoslavia's economic crisis will be published soon.

y}’

In September 1981 the government appointed a com-
mission, headed by then State President Kraigher and
staffed by some of Yugoslavia's most respected econo-
mists, to proposc corrective measures. The commis-
sion's reporl, issued in April 1982, was morc gencral
than specific and contradictory on somc points. [t
called, for example, for more attention to such “'ne-
glected™ scctors as privale agriculture, small business,
and extractive industrics. but did not suggest specific
solutions. And while it urged fuller employment and
continued subsidization of weaker industries, it
warned that inefficient factories would have to be
closed and investment drastically reduced.

The Central Committee endorsed the Kraigher report
in May, and the 12th Party Congress in June incorpo-
rated the report into its program. Party endorsement
of even this generalized report caused extensive de-
bate. Just before the Congress, for cxample, Kiro
Gligorov—onc f the chicf Central Committece advo-
cates of basic change in the cconomic system—
lectured in Belgrade's authoritative daily newspaper
Borba that the party must abandon ideological biascs
if it hopes to correct deformations in the cconomy. At
the other extreme, Svetozar Yukmanovic-Tempo, an
old revolutionary, warficd the Congress that “what is
proposed is capitalism.™|

It has subsequently fallen to the government to
convert the report into specific measures. Seventeen
different laws await a tortuocus legislative process
which includes negotiations with cach of the eight
regional capitals. None of the laws has yet made it
through the political gauntlet.

In the meantime the lcadership has steadily increased
austerity measurcs in hopes of impressing Western
lenders that. unlike Poland and Romania, formal debt
rescheduling will not be necessary for Yugoslavia.
The most recent package. enacted on 14 October,
included gasoline rationing. higher prices and further
restriction on clectricity consumption, temporary lim-
its on foreign travel, and tighter import controls. On
22 October, the diaar was devalued by 20 percent.
Such mecasurss are intended (o casc the country’s

%(
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Waiting for xas in Belgrade. S(ﬁl(mh(f.

bulunce-of-payments problem and restore lender con-
fidence. key factors given Yugoslavia's ncar-insolven-
cy. The meusures are not cnough, however, to salve
Yugoslavia's financist problems. much less to address
the systemie weakness of the ccunomic management
system, the fundamental ciuse of the drift into cco-
nomic crisis in the first pla@e. And. given the roles
wisigned o Yugoslavia's various institutions, only the
federal party could successfully address this issue il
it could muster a4 consensus among Yugoslavia's
republican and provincial purtics that basic reforms
are indeed necessary and desira blc.'

il
The Albanian Minority Problem
Bloody rivting broke vut in the Kosove Autonomous
Province. Yugoslavia's primary Albaniz n-minority re-
gion. in March-April 1981, less than a seur aller

Tito’s death. Claiming disingenuously that “we were
surprised™. -incidents of popular restiveness had al-
ready been evident during a Tito visit there in late
1979 --federal authoritics dispatched special palice
and some Army units to restore order., Although many
of these units have remuained, demonstrations oc-
curred agiin lust spring: Serbian residents and offi-
cials are still being hurussed and occasionally killed:
and acis of cconumic sabotage are regularly reported
in the press

The cause of Albaaian restiveness is the perception of
nuiny Albanians that, as non-Slavs in an overwhelm-
ingly Slavic state, they are at the bottom of the



economic and sociopolitical heap. Despite the fact
that the more prosperous northern republics have for
two decades been contributing funds to the cconomic
development of the arca. Kosovo still has the lowest
standard of living and the highest unemployment rate
of all Yugoslav regions

"The desiderata of the Albanians have not béen well

‘enunciated, but one demand which
appcars to enjoy

broad support is that the region’s status be elevated
from that of an autonomous province of the Serbian
Republic to a full republic. The Albanians’ apparent
assumption is that many of their problems would be
better addressed if more of the decisions affecting
Kosovo were made by Albanians and if the region had
more weight in federal councils. The larger import of
the Albanians’ demand is that onc of Yugoslavia's
major nationalitics is challenging the distribution of
power bequeathed by Tilo.-

The cvents in Kosovo have sct off a nationalistic
backlash, primarily in Serbia but also in the Slavic
republics of Montencgro and Maccdonia, which have
substantial Albanian minorities. One can hear in
Scrbia, whose medicval kingdom was centered in this
area now peopied primarily by Albanians, the slogan:
“Kosovo is to Serbia what Jerusalem is to the Jews.™
Reinforcing the backlash is the fear that republican
status for Kosovo would be but a way station on the
road to union with Albaria. And demographics play a
role; with the highest birthrate in Europe. the Albani-
ans arc numerically gradually overwhelming their
ncighbors. who in turn arc emigrating from Kosovo
because of the hostile environment

The party lcadership has thus far proved inflexible on
the Kosovo issue. Sticking to its initial rejection of
full-republic Aatus for Kosovo, Belgrade is still con-
ducting purges and trials in the province. These
appear to have perpetuated resistance activitics.
reported even increased

separatist scqtimcn( among young Albanians..

Therc are sor"nc pressurcs within the regime for
making political concessions to solve the Kosovo prob-
lem. this approach was
first raised by ex—Minister of the Interior Franjo
Herljevic before his promotion to the party Presidium

) S

Josncttc Harris ©

Stane Dolanc, Minister of the
Interio

at the Congress in June and is shared by Stane
Dolanc. his successor at the ministry. There has been
no movement, however, loward accommodation. We
believe this is because some other party leaders.
primarily from Serbia. remain determined to crush all
forms of Albanian resistance and are using the rivalry
between Serbs and Albanians to stcengthen their

personal power bascs.
ne such leader is

the Serbian Dragoslav Markovic, who has instcad
urged a reassertion of Serbia'’s de jure powers over
Kosovo and the Vojvodina Autonomous Province,
where the bulk of Yugoslavia's small Hungarian
minority resides.

Political Devolution, the Root Cause

The federal authorities’ tardiness in addressing Yugo-
slavia’s cconomic problems and their continuing im-
mability on the Albanian minority issuc reflect in no
small measure the fact that Yugoslavia has become a
confederation of eight republican and provincial pow-
er centers. Federal officials may be charged with
making policy for all, but their primary loyalties lic
with their various homce regions. And those lederal
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policies that are enunciated can be totally ignored by
republican or provincial governments if they sec no
sclf-interest in honoring them.

Regional burcaucratic resistance to central authority
is not. of course, a phcnomcnon scen only in Yugosla-
via. But in most other Communist states the party
constitutes a parallel institution which can and does
intervene to enforce central authority on local officials
wha arc in most cases also party members. In Yugo-
slavia the federal party docs not wicld comparable
powers: its Central Committec docs not have an active
sccrctariat nor does the federal party possess a person-
nel appointment clearance (nomenklatura) mecha-
nism to assure that key positions throughout the
system arc staffcd by persons acceptable to the feder-
al party’s lcadcrship.-

The federal party is furtifer cmasculated as a control
mechanism by its very nature as a mass party-——
roughly one of every seven adults is a member. [t also
suffers from a substantial gencration gap. While 73
percent of party members arc under 30, some 60
percent of the Central Committee’s members arc
World War !l veterans in their ifties and beyond, as
are 21 of the Presidium’s 23 members. At the 12th
Congress, a recurring complaint was repeated in the

S/“‘( ]

press about “horizontal rotation”™—that is, that the
same senior officials appear to move endlessly among
key republic and federal positions.

In Yugoslavia's permissive environment. regional
power centers have secn primarily to their own paro-
chial intcrests. In the economic sphere, for example,
“expensive refineries have been built even though other
republics had excess refining capacity, and scveral
local airlines have been established in competition
with the fcderal airline. Even as the federation has
approached the possibility of a debt rescheduling or
default, financial authoritics in the morc prosperous
northern republics have, according to reliable sources.,
fought hard to maintain control over foreign exchange
earned in their republics lest these funds be drained
off to bail out banks and enterprises clscwhcrc..

Political policics. too, have, in our judgment. begun to
diverge more and more I'rom region to rcgion.

Croatian authoritics
cxpend great encrgy to keep the Catholic Church on
the defensive, while in Bosnia an Islamic revival is
under way with the blcssing of local officials. It is
passible in Slovenia for a private farmer to own three
times as much land, and an official 10 serve twice as
long in office. as his counterpart in most other
republics. And political and intellectual activities—
for example, youth demoastrations in support of
Poland's Solidarity Union—arc regularly permitted in
Slovenia but routinely disallowed in Serbia

In sum. the peoples of Yugoslavia have been diverging
in the handling of their own particular affairs, which
in turn makes it all the harder to form a consensus

about what should be donc at the federal level to solve
problems of common concern. Without such a consen-
sus, the federal party without Tito at its head does not
have the clout to impose solutions which serve federal

interests ﬁrst-

Critics of the System

Judging from their vigorous defense of parochial
intercsts. regional officials—cxcept for the Albani-
ans—are by and large satisfied with the current



distribution of authority in the Yugaslav system.
Other important forces in Yugoslav socicly, however,
are not. The qedia, for instance, since Tito’s death
have created the
“new openness.” Five or six major dailies and as many
weckly news and light entertainment magazines have
carned considerable popular respect by openly pub-
lishing economic and political problems. Editorial
boards. although frequently under fire from various
officials for controversial articles, are staunchly de-
fcading the public’s *“right to know.’,

No briel description of the daring of the press can do
it justice. To give but onc example, a recent issue of
the federal newsweekly N/ contained storics on such
sensitive issucs as:

« Talented economic managers who refuse to apply
for top posts because of the problems pased by the
self-management system. -

“Where Socialism Went Wrong.” an intervicw in
which a professor of cconomics asscrts that ncither
the economic plan nor market forces are working.
The party's financial resources and expenditures,
claiming for the first time that the party used about
$200 million in public tax funds between 1978 and
1981.

The exclusive use of Brioni, President Tito’s island
vacation home, by federal functionaries.

.

Key among the media’s critical themes have been the
corruption and influence peddling that pervade Yugo-
slav socicty. Such practices arce, of course, typically
Balkan. The Yugoslav Party has made much over the
years of the scandals of the predecessor royal govern-
ment, but the clan or the extended family, which looks
after its own cconomically and politically, remains a
key socictal unit in much of the country. The party’s
reputation suffers because, in building its legitimacy
partly on the new#*socialist morality,” it has in fact
fallen prey to traditional “*spoils system™ practices.

While the Yugosiav Party has become a mass organi-
zation, par(icularl\y in the past decade, it has been
deeply infected by the spoils system. Many of those
who have rushed to join the party have done so
because a party card connotes both moral aad politi-
cal fitness and in practice permits the establishment
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of connections essential to achieve the good lifc. As
one letter to the editor of the newsweckly Danas
recently complained:

The red (party) membership booklet is used as
an entry into the sociery of those who are select
and certified. It usually means a berter job,
although not more knowledge. It often.means a
nmore secure material life and aften even wealth:
a villa, a car, a boat, a horse farm, and so forth.
It thus creates a separate stratum of rich people
who have their own view of the world.

With Yugoslavia's austerity programs now taking
their toll on lower income groups. popular anger has
been growing over the privileged status of the official-
dom which is, at the same time, held responsible for
the declining cconomy. [t has not escaped notice in
the media that of the 850.000 Yugosiavs who have
officially reported to job-placement centers, only
75.000 have been party members. And the press feeds
the public a stcady dict of cases of embezzlement,
misuse of authoritly. influence peddling. and Tavorit-
tsm. We suspect that, in the absence of punishment of
the high-level officials assumed by many Yugoslavs to
be responsible, the cxposurcs cause only increased
frustration

Writers and dramatists, oo, have highlighted abuses
by party members, in some cases in a more serious
way by suggesting that lop party leaders Lave been
guilty of abuses since the beginning. Several books
have been published, for example, about the brain-
washing and tortures inflicted on party members who
opposed Tito's break with Stalin in 1948, and a play
capitalizing on the theme has played to packed audi-
ences. Even Tito's one-time official biographer. Viadi-
mir Dedijer, has written a new book which suggests
Tito made a series of political and military blunders
during the war and had a flawed character—f{or
example, his pretentiousness as demonstrated by his
love of fancy uniforms.

—— -



Pressures Within the Party

Most if not all, of thosc attacking deformation in the
system and its malfunctioning arc themsclves party
members, It would be prudent. given the naturc of
Communist systems. to suspect that these critics cnjoy
protectors at higher levels. What is crystal clear. in

any case. is that the critics enjoy broad support among -

the party rank and file, and this support was particu-
larly in cvidence at the party’s Congress in June. As
described by a correspondent of the lislian paper.,
Corriere della Scra, on 9 July, it was a ““‘cangress of
uncase, sclf-criticism und unanswered questions.™

During the four-day Congress. more than 600 dele-
gates spoke. and many offcred hundreds of revisions
to draft documents. According to press coverage of
the debates, onc commission on economic policy re-
ccived na less than 151 proposed amendments, which
swamped its draflting group. So numerous were the
themes put forward by speakers that they defly neat
catcgorization. Among the themes were:

Accountability of afficials. Scveral speakers called
for regular reviews of the Central Committee's
perlormance in light of trends in the cconomy.
Another called for a special congress next year to
reussess the leadership's record. Still another argued
that, if the economy continued to decline., onc-third
of the Central Committec should resign.

Greater democracy within the party. Challenges to
the practice of presenting an official list of candi-
dates for clection by acclamation came in the form
of proposals for the right 1o object to names on the
official list, for multiple candidacies for all top party
posts, and for secret ballots.

Systemic reform. One dclggate caused a major stir
by proposing thut the party reorganize to parallel
the country’s cconomic structure rather than its
political-gcographic structure.

« ldeological reform.
one well-known Yigoslav war hero, Peko

Dapcevic, had to be dissuaded from proposing at the
Congress his publicly stuated view that the party
should drop all references to Leninism. including
dictatorship of the prolctariat—{or example, the
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requircment to support Icadership decisions unre-
servedly despile personal misgivings. He nonetheless
did statc that there could be no solution to the
country’s problems until responsible persons can rise
to positions of responsibility.

"The tonc of a number of speeches by older party

members, if not their specific proposals, Icads us to
suspect that, in addition to standing pat or reforming,
there is a third current in party thought: that alterna-
tive calls for a return to 2 more authoritarian partly
with a paramount, if not unchallengeable, leader.
Given the country’s problems and the current leader-
ship’s relative impotence, it would be perhaps more
surprising if a yearning for a return to simpler times
did not exist. While we have reports suggesting that
onc or another leader is being encouraged to position
himsell for a bid for such power. we cannot confirm

any o!'xhcm'

For all the dissent expressed at the Congress. in the
cnd the leadership described it as a Congress of
continuity. Programmalic vows were made 10 carry on
with the basic principles of Titoism, and statements of
principle received ynanimous approval. The only clear
reform meusure adopted was for the secret ballot
which, according to press accounts and Embassy
sources, immediately caused problems in the election
of the Presidium. Onc of Serbia’s kcy leaders failed to
get the required two-thirds votc on the first ballot,
which required calling for a sccond vote and a rigging
of the results. In sum, the leadership was able to
manage the Congress (¢ prevent changes of the sort
that the party’s theoretical weekly, Komuaist, has
warned would create a “multiparty system within one

pa rty."-

Prospects

The Intelligenee Community's estimate, written be-
fore Tito's death in 1979, ubscrved that Tito's role “in
the creation and preservation of contemporary Yugo-
slavia has been so large that onc cannot be confident
it will prove dispensable.” Given events since Tito's
death, many Yugoslavs arc now asking themselves
whcther Titoism should survive Tito; some are an-
swering ne. We suspect that more Yugoslavs wiil




comie to that conclusion as the shortages of gasoline,
coffce. medicines, and detergents multiply under Yu-
goslavia's zusterity programs into morc scrious dis-
ruptions of consumer supplies and industrial growth in
the year ahead.

Marcaver, short of a major bailout cffort by Western
creditors. Yugoslavia almost certainly will have to ask
for a rescheduling of its debts next year, if not sooner.*
Rescheduling would come as a substantial shock to
the Yugoslav system, both because it would be further
evidence of the leadership's incptitude and because
the leaders have made paying their debts a matter of
honor, a concept that still has substancce in that
Balkan socicty.

W here, precisely, another major shock might lead is.
of coursc, a matter of conjecture. Conceivadly. noth-
ing at all major might occur: the regional power
centers may be so strong. and their leaders so en-
trenched, that they will be able to shrug off the shock
and continue to go their scparate ways in policy and
practice. Yugoslavia would not be the first country,
when faced with problems of scrious importance, 1o
try to mask its lack of leadership and will with a
muddle-through approach while drifting into a state
of chronic political and economic instability.

Given the strength of dissatisfaction with the status
quo in Yugoslavia, however, there scems at least an
cqual chance that a serious shock would precipitate
events of greater significance. [t is canccivable that a
shock might galvanize the Yugoslavs into working
szriously togcther to develop a comprehensive pro-
gram of economic recovery and to reform their politi-
cal system. But, in light of the Yugoslavs® history of
working and fighting against each other, we believe
they would more likely fall on one another, trading
charges of malfeasance and attempling lo prevent
favored programs from being cut. Such a result, cven
if it led to personnel changes among federal leaders,
would be a variety of muddlc-through, but it would
add even more impetus to divisive pressures that arc
leading toward de facto, if not de jure, collapsc of the
federal system.

! Sec /aternational Economic & Ene
Yugoslavia:

recarious Financia

Col. Gen. Dane Cuic,

To prevent a collapse of the system, we belicve many
Yugoslavs would look to the military, whosc officer
corps cven before World War 1l was considered the
arbiter of last resort. Perhaps foresccing Yugoslavia's
current difficult course. Tito in onc of his last spccch-
cs praiscd the Army as the “ultitnate guarantor™ of
internai stability. as well as of the borders. We (ind
the military as a political force one of the most
difficult of Yugoslavia's institutions to cvaluate: its
generals tightly limit the access of forcigners to eir
thinking and usually keep a low public proﬁlc.h
The most authoritative recent statement {rom the
military came in an intervicw on 25 July by Col. Gen.
Dane Cuic. head of the Army’s party organization
and a newly elected member of the party Presidium.
Asserting the military’s right 1o speak out vn the
issucs, Cuic commented: “People in the army arc
inicgral parts of our socicty. and we all worry about
the same issues.” While complaining that some of the
country’s problems could have been avoided had the
civilian leaders “undertaken risks, bold moves. and
inquiries.” he added that **the moralc of the officer
corps is not in the least shaken by the economic
situation [because] the polHical situation is much
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better.” He warned. nonctheless, that “they arc insep-
arable and. if the economy becomes more troubled,
onc day we will not be able to make this cvaluation.”

The Soviet Stake

The Soviets fell heir during and immediately after |
World War |1 to a substantial pan-Slavic rescrvoir of
good will with scveral of the Y ugoslav nationalities,
especially the Serbs and Montenegrins. This reservoir
was. however, largely drained by Stalin’s military
threats and economic blockade against Yugoslavia
after the split in 1948, Thereafter, relations have
blown hot and cold: since the 1960s they have for the
most part been tepidly correct. Moscow has shown
itself willing 1o accept Yugoslav nonalignment and
deviation from the Soviet norm in domestic policies,
but probably on the understood condition that Yugo-
slavia do nothing to offer significant strategic gains 10
the Wesl or jeopardize continued Communist rule in
Yugoslavia.h

Over the longer term, the USSR probably hopes that
the financial erisis will intpel Yugoslavia toward
closer cconomic and poiitical relations with the East.
Besides extensive bilateral trade with the USSR,
Yugoslavia has a spccial relationship with CEMA,
and the Sovicts probably hope that even closcr ties can
be institutionalized. At the same time, they must
warry that Yugoslavia’s cconomic problems could
threaten the collapse of the Titoist system, thereby
shaking the foundations of Communist rule and risk-
ing a major Yugoslav shift toward the West. Realign-
ment by Belgrade cither to the East or to the West
would have repercussions clsewhere in the Balkans,
especially in maverick Romania and isolationist Alba-

nia.

Despite some areas of coiﬁcidcncc between Yugoslav
and Sovict interests and policies—(or cxample, in the
Third World and on Western arms control policies—
there are some aspects of Yugoslav policy that irritate
the USSR. For examplc, Yugoslavia has been an
important counterweight 1o Cuban-led cfforts to move
the nonaligned movement into greater concert with
the Sovict Bloc.

rivate Sovict protesis against Yugoslav
policy positions on such issucs as Poland, Afghanistan.

yoé }

Yugosiav Trade With the USSR

Million 1yRO LIS S
x

&
.

Impaorts
2

Expuortis
v 19822 &1 %0 9 1® 11 18

<{98%| projection.

and Kampuchea. The Soviets also have reacted sharp-
ly to what they perceive as critical Yugoslav media
coverage. particularly of bilateral economic relations.

Yugoslavia's lcaders remain wary of Sovict intentions.
The Sovicts over the past two decades have become
the dominant supplicr of sophisticated weaponry to
the Yugoslav military and, because of their exparts of
raw matcrials and cnergy to Yugoslavia, Belgrade's
largest trading partncr. Last year Yugoslav lcaders
began to warn in public speeches that increasing
dependence on trade with the USSR was not in
Yugoslavia's sccurity interests. Their sensitivitics on
this scorc. along with Mascow's own resource and
hard currency problems and Yugoslavia's need for
more hard currency trade. probably account for the
drop in bilateral trade we forecast from recent Yugo-

slav datu,,



We believe that the Sovicts have a limited range of
options in the coming months. Their own cconomic
difficulties will prevent them from moving more rap-
idly to cxploit Yugoslavia's need for cconomic assist-
ance. Atlempts 1o apply pressure through diplomacy
and propaganda are extremely risky and have back-
fired in the past. We believe they have only a small
number of controlled “Soviet sympathizers™ in" Yugo-
slavia and would be unlikely to risk using them until
confident they could have some impact.* Tle lack of
promising options, along with the Kremlin's prcoccu-
pation with problems clsewhere in Eastern Europe
and with the Soviet succession. suggests that Moscow
will postpone hard decisions on Yugoslavia as long as
the party stays in power and prevents significant
moves to the West.

If the Yugoslav situation continues to dcteriorate, the
Soviets will probably fecl compelled to play a more
active role. The extent and nature of their involve-
ment will depend on how serious they assess the
situation in Yugoslavia to be, the degrec to which
their resources arc strained by involvement elsewhere,
the overall state of East-West rclations, and the
temper of the Kremlin's new lcaders as the time for
decision approaches.

If divisiveness appears to threaten Communist con-
trol. we believe the Sovicts would begin urging
through their media and high-level contacts that the
Yugoslav authoritics takc strong action to reverse the
trend. They would actively culiivate those members of
the Yugoslav leadership most likely to be amenable to
Soviet inflluence. They would also more openly criti-
cize individuals and points of view they consider
dangerous and would become more open about using
Sovict sympathizers to advocate measurcs they favor.
The Sovicts migh} hope for a resurgence of public
support in Yugosfavia for more authoritarian rulc and
closer alignment with the USSR in preferencs to

* A CIA rescarch paper, November 1978, Soviet Influence in
Yugoslavia which we believe is still valid, concludes that, “Whatev-
er steps the USSR may have taken in political, cultural, or
intelligence activities to establish influential asscts, it is difficult to
pinpaint aay likely pto-Sovict socicial groups in Yugoslavia, and we
assume that there are indeed few persons wha would {avor a closer

alignment with the Warsaw Pact even should an absolute cglla
of the present Yugoslav system occur in the past-Tito :ra.fa
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instability and uncertainty. Despite their own cco-
nomic difficultics. thcy would be more willing to take
steps to_help the Yugoslavs weather their financial
crisis.

While not enthusiastic. the Sovicts would uccept a
greater role for the Yugosiav military in preference to
the loss of party control. We belicve they would be
even more loath than in the Polish case to risk
coalescing Yugoslav resistance and evoking Western
reactions by staging large military mancuvers on the
borders or otherwise threatening military interven-
tion

Western Interests
Western—and particularly US—political, cconomic,
and military support after Tito’s split with Stalin was,
in our judgment, an important ingredient in stymying
Soviet power in Europe and in halting Yugoslavia’s
pursuit of its own political and territorial ambitions
against ltaly and Greece. Onc can arguc, in addition,
that Albania's subscquent split with the Sovicts in
1961, though without Western or Yugoslav assist-
ance. was possiblc only because Y ugoslavia had aj-
ready achicved independence from the USSR.‘
K4

The Yugoslavs, in their attempt to perpetuate their
recovered independence. chosc to assume a position
acither in the East nor the West, a stratcgy that
becomes perhaps more understandable when onc re-
calls that the Yugoslavs were divided between the
Hapsburg and Ottoman empires for centurics and
served as a near-perpetual battleground between those
two previous embodiments of East and West. Secking
lcudership instcad among the countrics of the Third
World, the Yugoslavs have frequently worked against
US intcrests by supporting liberation movements and
even lerrorist groups, endorsing detente in all its
aspects without regard for the strategic balance. and
working to achieve various Third World cconomic
gouls. In sum. it may be arguable whether the Yugo-
slavs have been in recent decades a bigger thorn in the
side of the East or of the West
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Domestically, Yugoslavia has. in our opinion. bccome
morc Western than Eastern, as demonstrated by the
frecedom of its pcoples to travel, the openness of its
press. and only selective use of police repression. Some
members of the Yugoslav clite, while they agrec with
their counirymen that Yugoslavia's military and sub-
versive threat lics to the East, worry that Yugoslavia
has become so Westernized politically and cconomi-
cally that the more scrious threat to Titoism's long-
term staying power is posed by the example of the
West.! i

As Yugoslavia enters a period of greater fragility in
the months—perhaps ycars—ahcad, the West will
have a stake in discouraging the Yugoslavs from
turning back to the East, thus adversely altering the
balance of power in Europe. But the West does not, in
our judgment, have the ability absolutely to prevent
Yugoslavia from slipping into a condition of chronic
instability—as during the inter—world war period,
which featured periodic suspensions of political rights
and incidents of political terrorism—or to inoculate
the country against greater Soviet meddling. Further
Yugoslav movement Westward and continued domes-
tic liberalization probably require a fair mcasure of
domestic stability, a tricky proposition when the
country's peoples are under new pressures and appear
morc intcrested in parochial interests than in the
iHusive Yugoslav commonwealth

* Some leaders, pamarily hardliners with litie experience in
inte:national {inance, are already warning that the West is using its
cconomic influeace to force Yugoslavia into compromising its
socialistic goals. Ml i j

i o here were eaplicitly anti-Western
toncs in somc speeches al the {1 2th Congress,
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