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SERBIAN REFORMS 

We don’t need no IMF 
It is obvious what the IMF mission could immediately object to – it is that famous five-year National Investment Plan, already legitimized in the Official Gazette 


	One thing is certain: no founding fathers of the G17 political party would ever consider the possibility of kissing the IMF goodbye! For, transition economies always need the IMF, even if the authorities really are conducting the best possible policies. Each international report lowers the country risk, in our case thus convincingly erasing the horrible image of Serbia from the Milosevic era. But Minister Dinkic of G17+ is now announcing that Serbian Government will not enter into a new arrangement with the IMF. Why?

Whoever has read the papers lately will at once tell what the IMF mission could immediately object to - it is the famous five-year National Investment Plan, worth around 1.2 billion euros. Five of our distinguished ministers modestly authorized themselves to “assess and select projects…”, “establish procedures …”, “examine and resolve complaints…”, as well as to “monitor the implementation of individual sectoral projects…” So, this kangaroo would not only have its own court, but would also monitor life in prison, including entertainment fascilities in all correctional institutions. 

Yet, the author of this text was not particularly alarmed by all this, being familiar with the speed at which this government abandoned its own adventures of the similar type immediately upon the arrivals of the IMF missions. Thus, the first development budget of 2004 burst like a bubble under the IMF’s pressure, and the projected budget deficit of Din. 45 billion disappeared without a trace. The same thing happened with government reluctance on NIS privatization – all efforts to indefinitely stall the process simply did not work, the reform progressed at a pace set by the IMF. On top of that, the government itself completely changed its rhetoric and started to blow its own horn about how successful it was in cooperation with the IFOs! Still, one must admit that it was politically naive to assume that “our guys” would lose the match again, especially if there is a chance to kick out the referee this time. 
Now, many will say that Brazil and Argentina also “kissed off” the IMF, and no harm was done! But it should be noted that neither “no harm was done” nor, more importantly, these stories are not that similar at all. Namely, Brazil did give up on an arrangement with the IMF, but it did not change its economic policy. Investors are not particularly content - not because they miss the IMF, but because they miss lower interest rates from before. The government had to raise them in order to curb inflation (an old Fund conditionality) in order to convince these same investors that no changes in economic policy will follow the absence of the Fund. Hence, that is the price of the IMF’s departure, which has to be paid even if you are not changing policies. And the best proof of Brazil’s staying the course has been offered by the Finance Minister, Antonio Palocci, who constantly insists on reducing debt and curtailing inflation, stressing that it has to be the priority for the government, not because the IMF has said so, but because it is in Brazil’s national interest.

Argentina gave up on the Fund at a more delicate point, when it was actually necessary to boos investment in order to achieve sustainable  growth path. With low domestic investment, Argentina has to face foreign investors who for some reason are not thrilled by President Kirchner’s generosity in according privileges to his favorites, thus creating a very murky economic environment. Had the IMF stayed there, inflation, which at the end of last year already exceeded 12 percent, would have dropped sharply. Instead of applying the Brazilian recipe (restrictive fiscal policy) Kirchner solves this problem “through the back door”, by means of administrative price controls, just like in our country, when the government officials use the back doors of supermarkets and threaten the managers to reduce their profit margins, or else … Back to the case of Agrentina, the IMF had announced a changed policy on their privatized public enterprises so that investors could obtain a predictable economic environment in the medium term. Now, without the Fund, investors will have to ask the Office of the President Kirchner about the reliability of the economic environment in Argentina, and to take his word for that. 

The same will happen to “our” foreign investors, they will have to even more seriously take Minister Parivodic’s statement of last week that in ten years Serbia will be making 10,000 dollars per capita. They will certainly figure out that this means an annual growth rate of over 12 percent, and investors will have no trouble figuring out that our intention is even to double the pace of Asian tigers, which – why not open their eyes to that as well – no one has ever achieved on planet Earth. With the National Investment Council, and without the tedious IMF, Serbia is really beginning to resemble the asylum from which we ran away in 2000. I sincerely do hope they do not really intend to take us back there, but one can never tell.
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