
Topic I:  The Continuation of Ethnic Cleansing  

Overview 

For the past few years, Serbia has attempted to hold Yugoslavia together. But with rising 

nationalistic sentiments, we were unable to prevent three of the Republics from declaring 

independence. Serbia is worried that with these independence and nationalist movements has 

come an anti-Serb sentiment amongst the Muslims in Bosnia and Croats in Croatia, and even the 

Albanian Muslims in Kosovo. The purpose of this topic is to carry out operations to best protect 

ethnic-Serbs across all of former and current Yugoslavia.  

Historical Background  

Crisis in Kosovo  

On April 24, 1987, during a meeting with ethnic-Serbs in Kosovo, President Milosevic heard 

concerns about Serb treatment at the hands of the ethnic-Albanian majority there. Milosevic 

recalled that he was told that the Albanians wanted an “ethnically pure Kosovo.” A Serb woman 

exclaimed “I want to live here, where my mother carried me. I want to be buried in this soil. 

They [the Albanian majority] will not drive me out! I’d rather die than leave!” With many more 

Serbs speaking their mind, Milosevic recalls that they revealed to him that the Albanians 

“...murdered Serbs, defiled our graves, burned monasteries.” The leader of Kosovo, Azem Vllasi, 

an Albanian, repeatedly told Milosevic that these stories were all lies. However, as peaceful Serb 

demonstrators gathered outside, the ethnic-Albanian controlled police began to beat them. An 

older Serb gentleman informed Milosevic once he came outside from the meeting that “The 

police attacked us, they hit women and children. The Albanians got in among us. We were 

beaten up! Please! They’re beating us!” Milosevic made a promise that day to all oppressed 

Serbs in Kosovo, which we have since applied to all ethnic-Serbs everywhere in Yugoslavia, 



“You will not be beaten again!” 
1

 

A meeting was called in Belgrade on whether or not to allow Milosevic special permission to use 

the Army to contain an Albanian miner strike and other separatist activities in Kosovo. After 

fearmongering about mythical malicious Serbian intent at the meeting with the President of 

Yugoslavia Raif Dizdarevic, Milan Kucan, the leading Communist party member of Slovenia, 

left the meeting and traveled back to his country. On February 27, 1989, Kucan then delivered an 

inflammatory speech to his people defending the Albanian separatists and inciting regional 

tensions. Enraged by this, thousands of people in Belgrade organized and marched on the 

Yugoslav State Council the next day. Milosevic’s right hand man, Borisav Jovic, arrived to 

confront President Dizdarevic on making a timely decision to help the Serb cause. After much 

persuasion, Dizdarevic granted the Serb request. That night, Milosevic proclaimed to the people 

of Serbia that “Those who deceive the people, those who are plotting against Yugoslavia, will be 

arrested and punished.”2  

Fall of Communism, Rise of Nationalism  

At the 14th Extraordinary Congress of the League of Communists of Yugoslavia, on January 20, 

1990, our crisis began. Milan Kucan had begun to play a dangerous separatist game nearly one 

year before and then failed to assert discipline and the message of a unified Yugoslavia over his 

people. The Slovenian delegation made absurd recommendations for constitutional amendments 

that would weaken all of the republics. After our Serbian delegation lead by Milosevic stayed 
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2  https://www.youtube.com/watch?v=M_PzsfXbyAw 



strong and voted these down, the Slovenian and the Croatian delegations walked out of the 

Congress. This signaled the end of communist brotherhood and unity, and the start of a Serbian 

effort to protect ethnic-Serbs and to save all of Yugoslavia.3
 
 

Throughout 1990 and and the first half of 1991, Nationalist sentiment began to destroy 

Yugoslavia. Non-Communist parties took power in Slovenia and Croatia. With the election of 

Franjo Tudjman to the presidency in Croatia, the old fascist, Serb hating powers had regained 

control. Ethnic-Serbs in Croatia rightly became fearful of possible abuse from the new 

government. To protect themselves, their police forces and civilians alike blocked off Serb 

controlled territory from the nationalist-Croats. Milosevic and all of Serbia proclaimed support 

for the Serb minority in Croatia and attempted to use the federal Yugoslav People’s Army to 

confiscate illegally smuggled arms from the Croats in order to prevent a civil war. However, 

anti-Serbia members of the Presidency voted this action down. This left Milosevic no choice but 

to declare that Serbia would leave the State Council in order to give the Army an opportunity to 

act without the bureaucratic influence of Croatia and Bosnia, those who prevented the disarming 

of fascists. While the Army chose not to act in fear of unjustified Western intervention, the move 

by Milosevic freed our country to act in a way that would protect ethnic-Serbs without being shut 

down again4.
 
On May 29, 1991, the Serbs in Croatia that had chose to protect themselves 

established the Serbian Autonomous Oblast (SAO) Krajina government and declared themselves 

a part of Serbia. Soon after, both Slovenia and Croatia declared independence from Yugoslavia 

on June 25, 1991.5 

                                                      
3 https://www.youtube.com/watch?v=M_PzsfXbyAw 
4 https://www.youtube.com/watch?v=O58Y7ebem_w 
5 http://www.icty.org/x/cases/martic/tjug/en/070612.pdf 



Current Situation  

  

Slovenia and Croatia  

On June 26th, the day after Slovenia’s declaration of independence, our federal Yugoslav 

People’s Army (YPA) began operations to quell the rebellion. While we did significantly 

outnumber and outgun them, we were not able to tactically secure a victory during the 10 days of 

fighting6.
 
However, there have never been many ethnic-Serbs in Slovenia; it was best not to 

expend our resources while dissident Croatia to the South was openly discriminating against 

Serbs under their self proclaimed independent government. We then turned our attention to 

Croatia through use of the YPA and the SAO Krajina forces. Since 1991, ethnic-Serb forces in 

                                                      
6 http://www.sloveniatimes.com/slovenia’s-ten-day-war 



Croatia have been fighting to protect their communities from targeting by the nationalistic-Croat 

government. Multiple combat operations have been executed thus far by the Territorial Defense 

Forces, the Milicija Krajine, a special police force, and other volunteer forces classified as both 

military and police. In November of 1991, Milosevic and other leaders including the Croatian 

president Franjo Tudman signed the Vance Plan which called for demilitarization of the area and 

a UN Protection Force (UNPROFOR) to keep the peace and protect the people. However, it can 

be seen that we must not take these UN forces and this agreement in extreme seriousness. There 

have since been many battles as mentioned, beginning with Croat incursions into Serb held 

territory. However, any operations that we authorize should be done covertly if possible to avoid 

unwanted international attention.  

In December of 1991, the SAO Krajina established a more official government and deemed their 

territory the Republic of Serbian Krajina (RSK). As of January 25 of this year, Milan Martic is 

its President. We have worked with Martic many times since 1991 and have provided him and 

the entire RSK with military and financial support. While the YPA does maintain a presence in 

the RSK, we should do our best to keep their public involvement in combat at an advisory and 

defensive level. Going forward, we should note that we have seen success thus far in cleansing 

the area of Croats. The training camp for special police untis and paramilitary units at Golubić 

set up by Martic in 1991 has produced many talented fighters to undertake these operations with 

support of our advisers. One area of concern we might address is that there have been reports of 

a few RSK fighters wearing the Serbian flag insignia on their uniforms. While it shows our 

country great honor, we may want to consider distancing ourselves from direct operational 

involvement by asking them to remove the flag from their uniforms. RSK success in cleansing 

many towns such as Hrvatska Dubica and Cerovljani gives us reason to continue operations and 



possibly increase their intensity if possible to do so quietly. Also, RSK and YPA detention 

facilities have been effective in relieving the Serb population of Croats. Specifically, detention 

facilities at the barracks of the YPA 9th Corps in Knin. Any discussion on detention facilities 

with our RSK allies and amongst ourselves should focus on suppression of information of the 

treatment of detainees. Another consideration is the scale of deportation programs.7 Our primary 

concern in Croatia must be protect our ethnic-Serb allies. To do this, we must pursue whatever 

means are necessary while ensuring that the international community is blind to our actions.  

Bosnia and Herzegovina  

Since the declaration of independence of Bosnia and Herzegovina and our subsequent support 

for Serb fighters in April of 1992, we have seen many great victories. These have been fueled by 

Milosevic’s decision to shield Serbia from international scrutiny. Instead of using the YPA 

openly in Bosnia, Milosevic transferred most of the Serbs in the YPA to units throughout Bosnia. 

In total, there were now over 80,000 fighters loyal to the Serb cause within Bosnia
8 

This gave 

our ally, R adovan Karadzic, former leader of the Serbs in the Bosnian parliament and now the 

President of the Republika Srpska a major advantage over the Bosnian Muslims. Other important 

allies that we must support are the paramilitary commanders Nikola Jorgic and Vojislav Seselj as 

well as Republika Srpska Army officials like Chief of Staff Ratko Mladic and Assistant 

Commander of Intelligence and Security Zdravko Tolimir who have all achieved great success in 

cleansing the Republika Srpska of Bosnian Muslims.9 

                                                      
7http://www.icty.org/x/cases/martic/tjug/en/070612.pdf 
8  https://www.youtube.com/watch?v=jwdZKW1SaMs 
9http://instituteforgenocide.org/en/wp-content/uploads/2014/12/Towards-an-Explanation-for-the- 



   

While we have achieved the most in Bosnia in terms of protecting ethnic-Serbs, we have also 

come under the most intense international response. During early 1993, the UN established six 

“safe areas” in the Muslim areas of the towns of S arajevo, Bihac, Tusla, Srebrenica, Zepa, and 

Gorazde. However, the only foreign troops protecting these areas, or any other areas in Bosnia 

for that matter, are simply lightly armed UNPROFOR troops. Our allies have since carried out 

attacks on these towns and there has been little to no response from the UN, NATO, or the US 

aside from condemnations10.
 
Even so, we should tread carefully with what we allow the 

international community to find out and urge our allies to use caution with their actions in large 

cities to avoid negative public exposure.  

As for current cleansing operations, our allies are focused on the Podrinje region bordering our 

country. Three of the UN safe areas are located in that region which highlights our ability to still 

carry out operations without many repercussions thus far. Forces are cleansing the area of 

Muslims primarily through combat and deportations. Other operations include ones within 

Prijedor. There, the Omarska, Keraterm, and Trnopolje concentration camps have served a 

primary role against the Bosnian Muslims11.
 
It is recommended to discuss further with our allies 

how much military and financial support they need. Protecting Serbs must be achieved no matter 

what the cost, but we should seek to keep our support quiet, as we officially do not support 

military action in Bosnia. It has been reported to us that Republika Srpska forces have attacked 

                                                      
10Bosnian-Genocide-of-1992-1995-has-been-published-in-the-LSE-journal-Studies-in-Ethnicity-
and-Nationalism.pdf 
11http://instituteforgenocide.org/en/wp-content/uploads/2014/12/Towards-an-Explanation-for-the 
-Bosnian-Genocide-of-1992-1995-has-been-published-in-the-LSE- 



UN forces and have a hostile stance toward them in general. Their cleansing operations in and 

around the safe areas of Sarajevo and Srebrenica especially have not been the least bit subtle12 

While these actions are all necessary to assure a secure Serbia and Yugoslavia for ethnic-Serbs, 

we should also seek to prevent international concern as much as possible. To do this, we should 

consider more active covert communication between Serbia and Republika Srpska to put checks 

on their actions.  
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Topic II: Resisting Western Aggression 

 

 

“NATO believes it can pick on a small nation and force us to surrender our independence. And 

that is where NATO miscalculated. You are not willing to sacrifice lives to achieve our surrender. 

But we are willing to die to defend our rights as an independent sovereign nation.”13 

Slovodan Milosevic  

Topic Overview 

 

Through this report this cabinet will understand where we stand on the global arena and how we 

can leverage global powers to our best interest and defend ourselves from foreign powers. As more 

former Warsaw pact members cozy up towards Western Powers such as Poland, Hungary and 

Cezchoslovaquia, it’s important to let the world know we won´t. We have a right to our own 

government in order to ensure the safety of our Serb brothers throughout Yugoslavia. By isolating 

Bosnian and Croat community in Serbian territories we are ensuring the safety of our population 

and prevent any uprisings that may result in the death of Serbs.  

The topic is of vital importance to Serbia in the way that new countries live in a Post Cold War 

World and how they´ll be allowed to carry on with its sovereignty and internal decision making 

without intervention from foreign international bodies that don´t have Serbia´s best interest at 

heart. We the Serb people are a proud nation of historic heritage. We have the god given right to 

defend our land and especially ensure the survival of our people.  We can´t allow the massacres 

that will be conducted on our people if Croatian or Muslim Bosnians control this territories. It is 

our responsibility to use the Yugoslav People´s Army to defend Serbia and Montenegro and to 

                                                      
13 http://emperors-clothes.com/articles/jared/MiloInt.html 



stand by our brothers in the Repubika Srpska and the Republika Srpska Krajina. All Serbs must 

stand together to defend this land and protect ourselves from foreign intervention.   

Historical Background 

 

As the Cold War ended former Soviet Republics and allies were dealing with how their nation´s 

would function without the assistance and protection of the U.S.S.R. Yugoslavia multi ethnic 

population posed a particular challenge of how to integrate all this different perspectives under a 

single nation which was intermixed among their 6 republics. In order to ensure the safety of the 

Serb population among the republics, great leader Slobodan Milosevic  pushed the other republics 

to stay together to look after his people but was affronted with secessions from the other republics 

in 1991. This lead to conflict with Slovenia and Croatia which forced us to use the JNA to ensure 

the safety of Serbs in those countries and while we didn´t mind the separations of Slovenia due to 

the low number of Serbs there it was a very different story for Croatia and eventually Bosnia.   

In an international attempt to appease the situation the West appointed Cyrus Vance and Lord 

Owen to broker a deal between the warring factions in Bosnia. They proposed a plan where Bosnia 

would be separated into 10 autonomous provinces distributed among Croat, Bosnians and Serbs 

where they would share power. Lord Owen visited Belgrade to propose the plan to President 

Milosevic and even though he had worries if in the interim presidency, the Muslim majority could 

power over others but an equal treatment was guaranteed so Milosevic was willing to accept the 

plan.  Other factions had agreed to the plan so in May 1993 Alija Izetbegovic, Radovan Karadzic 

and Franjo Tudjman  met in Athens to ratify the peace agreement. Karadzic worried of isolation 

but Milosevic assured him that they wouldn´t be able to implement the plan and would benefit 

from it. This didn´t appease Karadzic but he signed after pressure was applied. 



 

Even though Karadzic signed the document in Athens, the Bosnian Serb Assembly, with the 

support of General Mladic, agreed that there was no need to relinquish themselves to these terms 

and give up all the gained territory despite Milosevic push for them to sign. This meant the demise 

of the Vance Owen Plan and the idea for a multi-ethnic Bosnia.  

Current Situation 

All the way up to September 25 1991 the UN has been pressuring the Republic of Yugoslavia into 

complying with their desires first by establishing a weapons and military equipment embargo.14 In 

addition to this they implemented economic sanctions through UN Security Council Resolution 

757 to prevent the importation/exportation of any commodities and products originating and 

destined to Serbia and Montenegro. They prevented us from airport rights in foreign nations and 

even participation in international sporting events. 15NATO, as the puppet of U.S.A. interests, has 

                                                      
14 https://documents-dds-

ny.un.org/doc/RESOLUTION/GEN/NR0/596/49/IMG/NR059649.pdf?OpenElement 
15 http://www.un.org/en/ga/search/view_doc.asp?symbol=S/RES/757(1992) 



been conducting actions in recent month that seem to be a looming threat to our ability to protect 

the Serbs in the region. In 1992 and 1993 NATO operations Maritime Monitor and Sky Monitor 

were intended to patrol the Adriatic Sea to monitor the weapon´s embargo and establish a No Fly 

Zone against military aircrafts over Bosnia. Later on they pushed it even further with Operations 

Maritime Guard and Deny Flight which meant not only to patrol but to actually enforce the 

embargo and no fly zones. The latest operation regarding neighboring Bosnia was Operation Sharp 

Guard, which unites NATO and Western European Union embargos into a single operation. 16  

The latest statement made by NATO was on January 11 1994 at the “Brussels Summit Declaration” 

where in addition to trying to extend their dominance over Europe through the Partnership for 

Peace they have established that the situation should be resolved at the negotiating table.  They 

like to remind us that they have the go ahead for air strikes if need be backed by the European 

Union Plan of 2 and 9 August 1993 to prevent supply strangulation to Sarajevo, safe areas and 

other threatened areas in Bosnia-Herzegovina. 17  

The Bosnian war with the Croats in Herzegovina was in full swing which put international pressure 

on Croatia to desist. Local Muslim militias were blocking further advance so in retaliation the 

Croats destroyed the Mostar Bridge, a Muslim site that had stood there for 4,000 years, exactly 4 

years to the day since the Berlin Wall came down. This made the U.N. to shift some of its focus 

towards Croatia warning them of an economic embargo if they didn´t withdrew the estimated 

30,000 to 50,000 Croatian Army Soldiers sent to help Bosnian Croats resist Muslim attacks. 18  

                                                      
16 http://www.shape.nato.int/resources/21/nato%20operations,%201949-present.pdf 
17 http://nato.int/cps/en/natohq/official_texts_24470.htm?selectedLocale=en 
18 http://www.nytimes.com/1994/02/04/world/un-security-council-warns-croatia-on-troops-in-

bosnia.html 



Bloc Positions 

U.S.A. 

 The USA has a lot riding on an effective resolution of the conflict in Bosnia.  William Clinton in 

his pursuit to reach the presidency had criticized a lack of action on behalf of the U.S.A. and the 

U.N. and argued for the use of military involvement in Bosnia. As the election grew closer he 

started shifting his stance to a more conciliatory one willing to comply entirely with the decision 

made by all members of NATO but still promoted the lifting of arms embargo on secessionists 

Croatia and Bosnia.19  Since day 1 of Clinton´s administration he was forced to deal with the 

presence of U.S. troops in Somalia. They intended for it to be a humanitarian mission but it reached 

the point of a full military ground war and the bodies of U.S. soldiers were being dragged through 

the streets of Mogadishu. This in addition to their incapacity to remove Raoul Cédras from Haiti 

has damaged their image worldwide and his presidency was facing political opposition. He 

couldn´t afford another mistake which caused the U.S.  insistency to meddle in Serb affairs.  They 

haven´t attacked and it´s clear that they aren´t so willing to intervene military. President Clinton 

is being pressured internally to look for a diplomatic solution therefore military interventions will 

look bad on his behalf. 

 

 

NATO 

Since the collapse of the U.S.S.R, NATO had pursued a territorial expansion into Eastern Europe. 

As of February 1991 they had already managed to convince Hungary, Poland and Czechoslovaquia 
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http://digitalcommons.pepperdine.edu/cgi/viewcontent.cgi?article=1008&context=globaltides 



to create the Visográd Group with the purpose to achieve a full integration into the European 

political, economical and social model, a process that would last the following year’s.20. NATO 

kept pushing sanctions against the Yugoslavian Republic and now with the permission to attack, 

they kept using it to pressure Bosnian Serbs into standing down.  

Russia 

The recent demise of the U.S.S.R left the new Russian Federation in a very difficult position on 

the global arena. Boris Yeltsin government had to face the creation of new relations with both Cold 

War era allies and enemies that require extreme leadership while dealing with the creation of a 

new Russian national identity. He is aware of internal interests by communist hard liners and 

former party member leaders to retake control so he has to establish a functioning government to 

prevent a fate such as Gorvachev´s. He is pursuing an international non threatening growth model 

while establishing where Russia will stand on the geopolitical landscape. His newly appointed 

foreign minister Andrei Kozyrev approached global institutions and shifted their foreign policy 

towards one of promotion of human rights, economic cooperation and nuclear security realized 

through a community of democratic states.21 Internal pressure made Yeltsin shift towards a more 

aggressive stance which meant a defense of the independence and sovereignty of newly created 

states. Russia must let the world know they are indeed a global power and are willing to intervene 

in the defense of foreign soviet states. 

A more openly defiant Russian foreign policy translated into good news for the Serb struggle. 

They managed to block Security Council efforts to lift the Bosnian arms embargo and opposing 

military intervention by the West. With the creation of the Commonwealth of Independence states 

                                                      
20 David, Charles and Levesque Jacques,Future of NATO: Enlargement, Russia, and European 

Security. 
21 http://www.personal.utulsa.edu/~robert-donaldson/yeltsin.htm 



in December 1991, Russia let the world know that it would stand by their former soviet republic 

and the invitation was made to all nations sharing the same goals. This was taken as an invitation 

by Milosevic to benefit from the relationship, not necessarily as a weapon´s supplier but as an 

intelligence provider and leverage within the U.N. 

Discussion Questions 

1. Up to which point can we support Serb Bosnian strikes without military retaliation from 

NATO?  

2. How can Serbia best push its interests with the U.N. distracted with the war between Bosnia 

and Croatia? 

3.  How can Serbia benefit more from their relationship with Russia? 

 

Key Terms 

UNPROFOR- United Nations Protection Force to ensure demilitarization of designed areas in 

Croatia and Bosnia Herzegovina to support humanitarian relief, monitor no fly zones and safe 

areas.22 

No Fly Zones- A geographical area designated as forbidden to air traffic. In order for it to be 

effective it must be patrolled by military aircrafts that have the authority to shoot down 

unauthorized planes. 23 

Safe Areas- Bosnian enclaves formed by the U.N. to safeguard the local population.  

                                                      
22 http://www.un.org/en/peacekeeping/missions/past/unprofor.htm 
23 http://www.cbc.ca/news/world/what-is-a-no-fly-zone-1.1003367 
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Topic III: Domestic Issues 

 

Background: 

While much of Serbia’s, and indeed the world’s attention, is fixed on the conflicts in 

neighboring Croatia and Bosnia, the Serbian economy remains an unsolved and perfidious 

catastrophe. With the outbreak of the Bosnian War in spring of 1992, the United Nations 

condemned the Federal Republic of Yugoslavia (Serbia and Montenegro), as well as its dominant 

internal member, the Republic of Serbia, for failing to respect the integrity of both Croatia and 

Bosnia & Herzegovina. The UN Security Council passed sweeping sanctions on FRY in UN 

Resolution 757 in 1992, which called for banning all economic ties to FRY, with a caveat for 

humanitarian and UN missions.24 This severely hampered the economy of Serbia and 

Montenegro, causing GDP to fall from $24 billion in 1990 to $10 billion by 1993. More than 

39% of the population of the FRY lives on less than two dollars a day, categorizing them as 

extremely impoverished by the United Nations.25 The United States, other Western powers, and 

Russia, slapped embargos on FRY in order to inhibit President Milosevic’s attempt to annex 

Serb dominated areas in Bosnia and Croatia, and prevent the reformation of a communist 

Yugoslavian state. However, by joining the sanctions, Russia, which has historically been 

Yugoslavia’s closest economic partner, has put pressure on its fragile economy which is only 

beginning its transition to a free-market system.26 The hope among the international community 

is the Milosevic regime will become so weakened, it will be unable to either fight through 

                                                      
24 http://www.nato.int/ifor/un/u920530a.htm 
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26 http://articles.baltimoresun.com/1992-05-31/news/1992152005_1_serbia-and-montenegro-

yugoslavia-bosnia 



proxies in the Yugoslav Wars, or maintain its grip on power. President Milosevic has maintained 

the state censorship and ruthless grip on the media characteristic of Eastern Bloc regimes; the 

perfect example of this is the 1991 crackdown on Serbian anti-communist protestors in Belgrade 

by the Milosevic regime, which sees dissent as antithetical to its own Serbian nationalism.27 This 

makes the ousting of President Milosevic by internal forces unlikely. 

 The Serbian economy was horrendous before the dissolution of Yugoslavia, but now it 

has collapsed precipitously. From 1971 to 1991, the annual inflation rate of Yugoslavia was 

76%, placing it among the highest in the world, and the failed privatization attempts of Prime 

Minister Markovic only fanned the flames. While Markovic’s plan saw widespread privatization, 

large development loans from the IMF, a dinar pegged to the German mark, and growth in the 

banking sector, its high taxes and frozen wages, which were implemented to freeze inflation, 

caused an industrial slump. Inflation soon returned, and with a vengeance. In 1991, Milosevic 

covertly had the Serbian National Bank, the Serbian regional bank, issue $1.4 billion worth of 

credit in Yugoslavian dinars to himself and his allies, to fund his seizure of power, an amount 

which amounted to half the money printed by the National Bank of Yugoslavia that year. This 

has caused beginning of one of the worst periods of hyperinflation in human history and 

hastened the secession of Slovenia, Croatia and Bosnia. By January 1994, official monthly 

inflation had reached 313 million percent, making the Yugoslavian dinar worthless and because 

of international sanctions, it was difficult to exchange the Yugoslavian dinar for foreign 

currency. 

 The reason behind this is obvious. More than 80% of the FRY annual budget is allotted to 

military and police forces; 95% of the annual budget was being funded by simply printing 
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money, since the breakup of Yugoslavia had collapsed the tax base and international sanctions 

made foreign debt impossible. Per capita income has fallen by half and the economy is in ruins, 

with the only currency of any value being underground Deutschmarks.28 The most recent dinar 

has been printed in dominations of 500 billion, demonstrating the absurdity of the Serbian 

economy. Workers, once being paid, typically spend all of their paycheck as soon as possible to 

avoid having their wages devalued within a day, causing the velocity of money to skyrocket. 

This has led to the emergence of a barter system, in which businesses pay wages in goods and 

transactions have become mediums of negotiation, although some businesses with political 

connections are able to obtain Deutschmarks with which to pay their employees. Most Serbs 

have resorted to relatives overseas sending them foreign currency, or relying on friends and 

family in the countryside to supply them with raw goods and food staples. 

 

Solutions and their constraints: 

There are several potential solutions to hyperinflation. One is to fix the value of the dinar 

to another currency, which would most likely be the Deutschmark. Many nations around the 

world use the USD as a way of ensuring the value of their currency under the Bretton Woods fiat 

model, so doing this would be nothing unordinary. The Yugoslavian central bank would 

prescribe a fixed ratio between the dinar and another currency, and would only print money to 

maintain the ratio; while this could ameliorate the burden of hyperinflation, it would put severe 

fiscal strain on the Milosevic government, which would be forced to find another means of 

funding its wars and security apparatus. Another potential solution is to simply re-denominate 

the dinar, although this does not solve the hyperinflation but rather, digs the Serbian economy 
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into an even deeper hole. Yet, without a way to maintain the cronyism and kleptocracy which 

satisfies the political elites of Serbia, the Milosevic regime will likely collapse due to internal 

pressures, with Milosevic, his family and allies being murdered in a coup. Monetary policy, for 

Serbia, is a matter of life and death. 

It must also be noted that the volatile political climate in both Serbia and the region more 

broadly, as well as the threat of military operations beginning, either from neighboring states or 

Western intervention, has made the Serbian economy insolvent and unattractive. It is inestimably 

unlikely Serbia or the FRY would be able to develop its economy via international development 

anytime in the near future, or that exports of Serbian raw goods would become either. The chief 

domestic concern of the Milosevic government should be finding a way to resolve the 

hyperinflation epidemic while maintaining its hold on power and its military commitments. 

Questions to be addressed: 

1. How can the Serbian government resolve its monetary crisis, so as to create a functioning 

economy? 

2. What steps can the Milosevic government take to relieve the pressure of economic 

sanctions, while not compromising its Serbian nationalist agenda? 

3. If the National Bank of Yugoslavia, in order to mitigate inflation, ceases to print dinars to 

finance the government, where can heuristic sources of funding be found to keep the 

political elite of Serbia loyal to Milosevic and fund the FRY military? 

4. Should the Serbian government introduce wage freezes in conjunction with inflationary 

reforms in order to more immediately devalue the Yugoslavian dinar? 

5. In the event the hyperinflation crisis is resolved, can the Serbian government sufficiently 

liberalize its economy without falling into the same quagmire PM Markovic did in 1989? 
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