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SUMMARY

1. After the Sccond ¥orld War, Yuroslavia rcsumed the praduction of the
lorry "Praha-Pionir' licenscd by Czcchoslovakin, Othor licences wore obe-
tained from thc Federal Republic of Gormany and fAustrinn commercial vehicl :

produccrs, Kl3ckner-Humboldt-Doutz and Saurcr.

2. After rwuch consideration, Yugoslavian plonning authoritios decided to go
into the production of passenger cars. In 1954 :n agrcement between the factory
ZCZ (Zavodi Crvens Zastnva - factory Red Flag) and Fint wns signod, liccensing the
production of Fiat-devcloped cars in Yugoslavia. In 1967 ZCZ pryduccd approxi-
mately 54,000 vehicles. Two other smnll factorics signcd co-operation contracts
with NSU and Citr3en,

* This is a summary of a paper issucd under the samc title as ID/WG.13/12.

;L_/ The vicws and opinions oxpressod in this paper are thosc of thc author and
do not nccessarily reflect the views of the sccrotariat of UNIDO.
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SUMMARY

Pago 2

3« The cxp¢riénco fained by the Yugoslav automotive industry in »btaining

licences fr o forciym firms 18 recorded,

‘A The ~neillary ~uto mtive industrics doveloped along with the ~utomotive
industry. O gré~t help werd tho oxisting fagilitics and skilld SF thac forAér”

i

aviation industry. At prescat ~bout 100 maufacturcrs of  utomotive parts cxist.

e The noper discussces cumprehcnsively the relations cstablished botween the
agsenbly industry wnd the component-praducing sub-coniractors, and indicates the
problens Lavolved, The difficultics which Hecurrced were of technicnl (aunlity),
ceonomicnl (priec), juridienl (licunecs) and organizational (schedules) nnturc.
The paper mives reeommendations with respeet © imnroving the rolstions between

the praducers »f the finished godds and the nroducers »f narts,

6. The development of the Ywmelov autometive industry and autonotive cquipment
industry wae influcnced by Government poliecy. Tost of the factories wore ostabe
lished at the cnd Hf the planning period, during which insufficicni considera-

tion was given t: the eonditions of the market and external competition.  During

the perid 7 sclf-manngement (1055-1967), whizh followed the planning period,

the morket 1aws bognn oo influcnce the Ywruslav connony.
t

T In 1965 the "Seonomic Reformatin® was intriduced in Ywroslavia., Its main

principles ~re: to incorporate the Ywslav ceonoms tuto the internntional

division of i~bour, t liberalize imports, to subordinate the activities of the
y ]

industry t» ceonomic laws, to vy nore attontion to srofi*ability and efficicncy,

At

to reduce mens of protoction ctes 4 1ist is siven of the 1awe which were passed
for the succossive ro~lization of thig r.frmntisn, Thoese lows rnde considerable
changes in the conditions 1 the Yu,elav industry.  dmong the vehiele producers,
the mnin passenger car manufacturer was particularly ~dverscly affested when the

Yugoslov moacket wns opened t2 foreign competition.  Since the products of this

producer were not competitive, difficultics were cneountored.

8, The present difficultics of the Yugmslav autorotive industry can be solved,
in the author's opinion, by means °f vartnership and iniernational co-opcration,

The Yugoslav nutomotive industry should continue 9 integrate and present itsolf

as n singlc rroup.
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1. Te give an seourste picture of the conditione affeoting Ve swtablioh-
sent and devslopment of the indusiriss related 1o the antomstive indalipy iv
Yaguslavia, it is necesaary (o revisw the giluati m welope sid sfier the
Seoond “orld ¥ar as el as 1o give a detailed stcount of the present samdi -
tions of the parent industey.

2. An acquaintance with the past Ristory and gresent status of She saloe
motive industry will hsly ue bettisr 12 understiand the prebions aPising in b5
relations between autcmotile sanufacturers sad reisted industries. It will
alec make it sasier tu assess Lhe sEperisnce gainsd i the pmet and the wigs
in which these problema can te solved.

3 Before thae Jecond ltorld sar, or sore exactly, »efare 1Mi, there wae
only one factory in Yuzoslavia and its production prosresme iacluded the oon-
struction of bhoth angines and vohicles., Thie was the Hak wiza Wine Mlaat
{(IMR), established i1n 1927 not far from Nelgrade, wh :h sssemiled ensimes v
silitary planes anu als: manufactured a number of parts under licence fros
the Prench fim, Unome-Tivne, PFaris. Jubsequentls, in 13V, the [NE coneiuded
8 contract with Czechoslovakia for a licence %o produce lorries (of ihe
"Praga" AN-S type) of 1 tona loading capacity.

4. Durine the first yaar the Y.roslav nlant imported “knocked-down™ wehi-
¢les for assembly only, and later woat on to machine~finish various parts and
to tuild up sub-assamblies and assemblies. In the first stages, semi-finished
products (castings, forzings and stampines) were purchased from “seshoslovakia,
but this practice was prograssively abandoned as it becam: nossible Lo sanu~
faoture them in the plant's own workshops.

5e Likewise, the production of engines and vehicles by the IMR constituted
the first step towards the establishment of related industries. The first
plants producing motor accusasorias, components and other iteams, were sstab-
lished at about that time. Among such plants, most of which were set up in

the area of the City of iel.rrade, we way mention Micron, Nestor and Teleoptik.

6. The general economic situation of Yuposlavia betweaen the two world wars

(1918-1941) is well known. There 'ere three ~haracteristic periodsi

(a) 1918~1923: 4 period of economic prosperity and davelopment,
which witnessed the reconstruction of the country following
the devastations suffered during the First World Har




o WL
Pags 4

{8) VRM=i MLy perisd f soamamtc reoswsry Saring whisk 159

SHONRL: SPieRE oA prastived,  The eslakiiahmas e

fLpet wadneeti e padiaetyy oer piacs Rariks teas perind,
4 bagne o sEsFt W amatioo sl offe > wd ks on Vhe d
vaingpee t ~f paiobe P8 atpisc %D algr 36 © Lapge ausber
af Atpeg edeateise, ° pmrdie S e Shal Sf tpa  codmetiag
=¥ Bags; o ARLEF S EY
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i t. effscts .7 the Becond lorld ‘¥ (1741-1943) were partioularly severe
fop Y soslavia, not xly o acoount of ine heavy lossss in human life
{amounting tu |} per cond of the pre-war population, which meant that one out
of ten persons was aither killed or r.asing), dut also on account of tue
snopmous material dmmacv cmused Ly encmy and occupation forces (during the
Yugoslav jeoplea’ well-known atruggie for liberation). It is est.mated that
the approximate loss of national wealth rasulting from the war exceeded the
eum of 39,000 million al vhe 1938 rate of sxchange. This represents a very

heavy loss for a comparstively small and, at the time, undeveloped country.
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Puring the firet post-war yoars, 1345=194b, when the new Y.goslavia
oot out to rebuild ita voomomy, the country began the reconstruction of itse
sutomotive industiy and the rationalization of 1.p vahiale pari, +shioh in-
oluded a variety of models and types - some W to A differant vahiolus.

It was recogmized (rom the very berinnin: that meana of transport play a
moet important part not only in economic expansion but, owing to the complox~
ity of the automotive {ndustry, in industrial development as well.




10. In emerging from th. shena that the Gecond o rid ar had left bekind
in the country and in astting oat bt F uisd the astionsl sconany, paPlises
larly in tho sphere of communicetious, indaatry »id riher vitlal beanches, e
conclision was reacihed that the produrtion af coummer ial vshisles should be
establighed. The automotive industry han 2 nmany-sided role) ite purypess is
not simply to provide transporti, hut to achisve the ascossary standardise-
tion, which is ~n important factor in the ussful emloysent ¢ vehiiles, snd
to offer enco. rassment and support to a whoic set of relatad induatries. IV
ig w.th these ends in view that tie followin: .ndertakin e wsre setat] ishedt
Maribor Automobile and Motor Factory -

Tovarna Avtomobilov in motorjev llaribor yyhsl

11. In 1945 and 1)4G, efforts were mads to re-start production of Praga
3-ton lorries under the “zecnoslovalk licencs. Under tue deoisions trnkaa by
the competent planninj authorities, however, the N plant (Rakovica) wes
allocated to the production of tractors .nd tractor en~ines, and the produc-
tion of the 3-ton lorries wvas transferrad to ‘arioor (Slovenxa), where the
TAM factory besanr to operatc on 13 arch 1947. ‘Twanty sevain lorries were
delivered from th: factory that ycar. As these wore the fi-at vehicles to

be manufactured within the country, the amode1 vas called "Picneer” (Pionir).

12. During the period 1947-1957, TAsl producad 10,000 vehicles of various
kinds (lorries, buses and other sinilar types). In 1960, plant capacity rose
to 3,000 units a year. In 1357, Th. entered into a contract with tho West
German firm "Kl¥ckner-Humbcldt-Deutz AG' for the manufacturs, under liocencse,

of heavy lorries and buses with air-cooled diesel engines.

13. TAM's production prosramns is ws follovs:

(a) The "“Pionir" lorry, manufactured on the "Praca' model under
Czechoslovak licence, petrol =ngine, 70 CVZ/, payload 3 tons.
Production of this model was given up in 1963;

(b) TAIX 4500 lorry, under "X1¥ciner-Humholdt-Deutz" licence,
4 cylinder, air—cooled diesel engine, 85 CV, payload 4.5
tons;

g/ CV = chevalwe 0.986 HP
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(e} T2 000 Lerey, under "K1Bokner-duaboldt-Deutz" licenca,
¢ aplindsr, sitscocied diesel en-ine, 1.° eV, payload
S oma;

(#) tam oow |, Larry, awn desien, "Perxius' type dicsel
Briae seacFact wped Ly T, % VW, payload oto 0% tons,

W Bawe dwew]oped s whole family of #pecial vehiclea ' sed on the foree
$eiag Cpes, b ast coumes, refrigerator-iorries, tijping lorries, fCire
Wighaee, =t Tvodatgow ‘apactly for all thess types hae rigen to

C‘% WL pRF poar, ViR the sPasect of Folape indreage . dince 1t was
Piret swtang saked, T4: Ras ok
WRantinl malbar heve osn a0ld o teide the sriry.  Apart from veihlcles, the
SN ionn ] sod AYAer toses of sarkisely, wilhian the Pange of 1) to 220 OV,

iad asost 1,000 wehi les, of which a sube

=00 W sPagrame | v lades sacines and sngine aseomb]ien for industri:l

13 T4 wme the amiy satafacVerer of commercial venicles i the oountry
WAL D74 T that ccar, the sateme.ile fectery ot Pride) sa Lisu (vap),
Ll Saring Vhs yuare 1210, cams iats besng  The WP production pro-
SPUIRe inclalles 5wt Som lopries bulll sader 2 liconce from laurer
(Mustrin). ™ PAF crofuction promemms 1o Ve (o 1ioviac

gﬁ-‘zwm barry, ragioad . tma, ¢ sylisder dissel snrine,
oy

PARCLOL 2<% lorry, payioed © tome, © splinder diserl sngine,

1% M
dewbeel drive farey, paylond 7 tome, & gy linder diess] sazine,
1 ov,

PAP-1Y lorey, payiload : Soms, & oylinder dies«] sagine, | W Y,
PEP has dovel ojad the productiom of sevaPal Lypes f city aml long dislancs
Bbuses and apecial vehicies (tansere, Sippers, st ) tased on this ranes of
lorrivs.

16, In 1963 PAP vrosdensd ite ranee -f lerries sad iuwaes by the soquisition
of & lloence from the Ipytiar fipm Flay land®. e standard sodel is S
PAP-18-P lorry, payload ',° tons, ¢ cylinder sagine, A V| buees sl epeial
vehicles are alsc tulit on the ohassie of this madel. U production oapme
olty has resched the fimure of 3,000 wnite o sear, and is #8111 risiag.
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17. The Priba} Autosobile Factory has beodtme part of an sssooiation called
I (Industry of Trensport Vehicles), with its hesdquarters in Jelgreds,

The 1TV Lssoniation is made ip of the followingt

FAF - Prioog

PALLOS (In:ine 'anufacture) - Sarajevo

11 Oktomvri - 11 October (comch-tuilding) - Skopje

Autokaroseri ja - Actomobile Body - Zagred

IKAUS - Zemun

U™, - Pancevo

Z¥AJ - lemun

17 (Tngincs and tractors) - Lelgrade

Kompresor - Compressor - Delzrade
™e chief function of the ITV Angociation is the marketing and sale of vehi-
cles within the :ountry and abroad and research ona projected designs of

transport vehitles.

Hovo l'egt. siotor Vehicleg indugtry -
Tndustri ja kotornih Vozil dovo liegto ‘gﬂ}

13.  The activities of this indertaking were at first limited to repair work
and partial assembl: °f vahiicle bodies. IMV nov manufactures dclivery vehi-

cleg of its own construction, nayload 1 ton, } cylinder “-stroke DKW engine,

9 OV. Fresent produstion ~apacity 18 1,500 units a year.

Kragujevac Red sanucr Plant -
Zavodi -rvena .astava Kr: jev

'Sél

1), The Orveas instava plant was ectablished 1n 1954, in response to in-

creasing markat demand, to nanufacture light oommercial vehicles under liocenoe
from the italian firm, F1*T. its production programme comprises the follow-
ing categories!

Zastavar ol% light lorry, payload 1.5 tons, 4 cylinder petrol
engina, 49 ol

Zastava: ho0 light lorry, payload 2 tons, 4 cylinder petrol
enrine, (1 CV, = development on the Zastava-61% designji

Zastava: 1300J light lorvy, payload 1,200 kg, 4 oy linder

petrol enrine, 50 5 N
20. Presont caparity 18 4,500 inils 8 year, with the prospect of rising ‘o
10,000 units a year in the next few years, Almost 25 special vehicles have
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been designed from tha basic models described abovae, including: minibuses,
ambulances, light vans, light tipping lorries, bread, meat and milk delivery
vehicles, etc. [lhis range of conmercial vehicles, with payload capacity
reanging from 1 to 3 tons, completss the production prosramme of the under-
takings mentioned, and adequately provides for the country's needs in variety
and quantity. A certain proportion of the output is also exported to coun-
tries throughout the world.

Private cars

21, Before the Second Yorld "ar there was no domestic production of private
oars in Yugoslavia. The idea of setting up private car manufacture ia the
oountry led to heated controversies. The opponents of the proposal based
their arguments on the following points:
(a) The size of the country and the number of the population.
fa their ominlos, a country of 20 million iahabitants was

not larze .uou~h to support a vrofitable privat: car
indistry -

(b) The social nottern 1n Yuguslavia., At the time when the

questior o7 nanifacturinz private cars was being discussed,

the almost fencral opinion was that private ownership was

not thc answer to th: problen of thie kind of vehicle in

Yugoslavia. 1t was also thought that individual salaries

in Yuposlavia woild not, within a more or less near future,

be sufficient for private customers to bocome an important

factor 1:n the market for venicles; some zllered that a car

was merely - stntus symbol likz a refrigerator or television

get; othars that a car was a luxury item indicative of the

owner's social position.
22. After prolongoed discussion the conclusion was reachod that the private
oar was a need for modern man, and represented an appropriate element in the
staydard of living of a citizen of a socialist country; that domestic pro-
duotion of cars should be started for tho very good reason that the automotive
industry and, in particular, the private car induetry, had an important role
to play in the development of other inductries in Yuzoslavia, similar to the
role they had played in the development of inductry and of the economy 1in

teneral in the countries that already possessed their own automotive industry.

2).  With regard to the possibilities of mar:eting, it wac agreed that, as
the opportunities in our own country were not vast, the iundustry should be
orientated towards exports, in the first place towards the socialist countries
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where the potential market for automobiles is enormous, and also towards
the developing countries, in view of the high esteem which Yugoslavia enjoys
in those countries, with which it has established close economic co-operation,

both for its domestic and foreign policy.

24. It is interesting to recall with what reservations and doubts planners
and economists embarked on calculating the production capacity to be set up.
In 1954, the year when ZCZ bezan to draw up investment programmes for building
a factory (calculation of capacity to bhe provided) and organizing the produc-
tion of 12,000 private cars a year, the official opinion of the authorities
responsible for the national plan was that not more than 3,000 units a year
should be planned for; they doubted whether the sale of larger numbers

would be possible., According to the Yugoslav Statistical Yearbook (published
in 1961), there were 11,290 private cars in Yugoslavia in 1954. The manage-
ment of ZCZ, however, saw clearly enouzh even at that time that a capacity
for 12,000 private cars a year Wwas too small to satisfy the needs of the

market and to ensurc minimal production profitability.

25. All these discussions were most interesting. A great deal was written
and many studies undertaken on the subject. It seems to us very important

for the development of Yugoslav economy that the idea of setting up a private
car industry in the country carried the day. The private car has quickened the
pace of the pecople's manner of living and stimulated a good deal of initia~-
tive in the sense that everyone has become more interested in work. Vlhen a

man has finished his daily work, he cmbarks on some supplementary part-time

job, all for the purpose of earning more money so that he can buy a car.

26. The possibility of having a private vehicle has changed the pattern of
family expenditurs; many are eager to save up to buy a car. Families go out
or travel more often; less time is spent in cafes or night clubs; people no
longer stay indoors. A private car is a great convenience for all sorts of
professional p20ple - eugineers, doctors, agricultural specialists, lawyers,

surveyors, farm workers and others.

27. Clear justification for the decision to set up production of private
cars in Yugoslavia con be found in the fact that the number of private cars
in use in 1967 - 300,000 units - is thirty times more than in 1956. Survaeys
indicate that the Yugoslav market is capable of absorbing 100,000 private

cars a year, and that there is a prospect of further expansion. Such an
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increase in the number of units in use would not have been possible without
domestic production of automobiles, not to speak of the other effects on the
country's cconomy, particularly in the industrial sphere, arising from such

production,

Kragujevac 2ed Danner Plant -
Zavodi Crvena Tustava “raoujovac (207

28. In the antumn of 1453 a competition was held to select a vehicle to be
manufactured under licence. Sevean suropean automobile manufacturers took
part. The FIAT (Turin) car passed the tests satisfactorily. Since the
Italian firm had a wide ran-: »f vehicles in its production pro~ramme and
offered advantageous terms, it uas dezided to conclude o contract for the
manufacture under licence °f its vehicles and for technical co-operation with
that firm; the contract was signed on 12 August 1)94. The technical co-
operation plan provided at firct for the agssembly of vehicles. The next
stage consisted in determinin - produstioa capacity for thiz vehicles covered

by the licence, and in sradually toking over local production of parts.

29. The current ZC production pro~ramme is as follous:

Zastava -750 private car, rear-mounted four cylinder petrol engzine,
32 OV, top speed 125 m/n:

Zastava -130C private car, forvard-mounted four cylinder petrol
engine, 6C JV, top speed 145 km/h:

All-grounds Jeep~t/pe vehicle AR—BI/SB (Campagnola), forward-
mounted four cylinder petrol engine, (3 TV, top speed 116 lan/h.

SBome twenty special vehicles have been developed on the basis of these three
models (ambulances, station-wagons, special post-office, police and break-
down service venicles, etc.) These vehicles are entirely manufactured within
the country except the Zastava 1300 which was 35 per cent locally manuface
tured in mid-19¢7. Production was to be 100 per cent local by the end of

the year.

30, Besides the bLasic licence asreement simned between 4C7 and FIAT in
1954, a number of supplementary contracts were signed in subgequent years
under which the range wriginally covered was cnlarged, becausc certain modelg
existine in the 1994 FIAT projramme were bein< successively dropped and new,
more advanced models were taking their placc. supplementary additions to the

licence agreement were drawn up in 1956, 1960 and 1)61.
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31, To complete its range of cars for ths markat, under the import liberal-

ization regime, ZCZ enlarged its programme in 1966 by undertaking the agsembly

of FIAT 850 and 1100 1 vehicles. 3ome parts are manufactured within the

country but most come from [taly. The cars are produced in limited quanti-

ties only, solely to complete the rante and thus meet competition on the

market.

32. Total ZCZ production in 1967 amounted to 54,000 vshioles, made up of:

Zastava 750 35,000 units
Zastava 1300 10,000 units
850 and 1100 R 4,000 units
Commercial vehicles 5,000 units

33, Besides ZCZ, which iz the most impcrtant manufacturer of private ocars,

there are two other undertakinzs in Yugoslavia whose activities include the

assembly and manufacture of certain private car parts under co-operative

agreements with the srieinal manufactuarers.

"Tito" Vogosée Plant — sarajevo (PR TI3)

34 This plaat munifactures cirtain ports and asszmbles vehicles under
licence from the .ISU firm (Pederal Republic of Germany):
Pretis Prinz 1000 I, air-cooled 2-stroke 4 cylinder engine, 43 CVj
Pretis Prinz 110, air-coolad 2-stroke 4 cylinder engine, 53 CV.
In 1966, the plant assembled and sold the following nunber of cars:
Pretis Prinz 1000 L 2,160 units
Pretis Prinz 110 240 units

35. The plant aiso manufactures motor cycles ander licence:

maxi®" motor cycle, air-cooled 1 cylinder 2-stroke engine, 175 oo,
12.5 CV;

"Prima” scooter, air-cooled 2-stroke engine, 7.4 to 9.3 CV.
Production in 1966 uas:
"“axi" motor cycle 2,696 units
“Prima" scooter 219 units

The Pretis plant is steadily enlarging its capacity for manufacture and

assembly of cars and motor cycles.
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Koper Motor Vehicles Plant -
Tovarna Motornih Vozil Koper (TOMOS)

36. This factory makes certain parts and assembles cars under licence
from the French ®irm Citrocn:
AZL 2 CV car, air-cooied, 2-stroke 2 cylinder enzine, 18 CV;
AMI-6, 3 CV car, air-cooled, 2-stroke : cylinder engine, 24 CV,
In 1966 the plant placed on the market the followine numbers of cars:
nZL 2 oV 329 units

; AMI-6 3 CV 435 units

37. The plant's main activity is in the manufacture of light motor cycles,

which was begun in 19% under licence from the Austrian firm Steyr—Daimler-
Puch, TQMOS has developed these models subsequently 1a 1ts own planning and
research offices. The most impoitant model the Jolibri motorized cycle, is
manufactured in several versions with the same basic features: air-cooled

2-stroke 1 cylinder engine, 2.4 V. Total production of motorized cycles in

1966 amounted tn 45,500 units, of wlich a substantial number was exported,
The plant's production capacity for motorized cycles is increasing.

The plant also produces smzll engines for boats.

Co-operatins (related) industries

Distribution of the manufacturing programmes between automobile manufacturers
and related industry

38, The manufacture of commercial vehicles and private cars in Yugoslavia
has from the first raised a nunber of problems connected with the setting up
of related industries. As soon as foreign licences were vbtained, it Lecame
necessary to organize these industries, since the production programme of the
local automobile builders was based on the assembly of such 2ssential parts
as the chassis, bLody, engine, gearbvox, differential, etc. The range of parts

manufactured by the Yusoslav automobile plants was similar to that of the

foreign manufacturers who had sranted licences. Domestic manufacturers were
at first obliged to place orders outside the country for parts which the

foreign manufacturer himself ordered from specialized firms (electrical equip~

{ ment, engine parts, pumps).
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19. Thus the acquisition of the licence and the study of projected manu-—
facturing capacity, heged on the manufacturing progsramme and production
capacity of the licenser, implied a division of the manufacturing programme
between the automotiv: indnstre and its related industries. Unlike other
automobile builders throushout tiwe world, the Yugnslav manufacturers,
because cf thelr wide range ol models and ths cwall wuou. b of their produc-
tion, have becn oblired to enCourags the .tmost development of related
industries on thc ltasis of gpecialization, ‘he specialized firms do not
work for a sinsle car builders tliey have to cover the asads of the automo-

tive industry throughoul lue ceuantr, . .

40. The objectiven tc e ~+tinined were the following:

(a) Specializatizn: touiniag o1 still:d nergoanzl capable of
solving the protlems that mignt arise in a particular sphere
(in prodiction as well ac in deasi~n) for the whole domestic
industry. At the outset, the prohlem of specialized staff
wa3 particularly soiite.

(b) Reduction of producticn 0sid: Becauge o1 tha limited
serial production, 1t 17 not vossitle for several manufac-
turers to includ: the same parte 10 their manufacturing
programme; ‘tue maanfactars 5% party, sub-assamblies, and
agsemblies of the samc xind should he wdertaken by indivi-
dual sneoirliced panifasturers supplyin: the whole automo-
tive industry, ineluaalo~ the tractor and agricultural
machine»v braacin:. ihe drrwhack of this situation ig that
having 2 siaszle nonufeactursr for one p rticular part or sub-
assembly imnlie: - .o0opoly, & bta its a“yract on price-fixing.
Such & situation - 1sc oreatcs problems in organlizing a
regular and cotinaous ~uppl,; of parts for the automobile
builder, for, if the supDi/ “s sarts or acsemblies from the
gub—contractor came to o 630p At any civen moment, the pro-
duction linc in the amomebile prane 1 uald autunatically be
brought to a standutill.

(c) Reduction in the am~unt of capital iavestment: The auntomo-
tive induciry rejaives cubstantinl capital investments. As
financial resource: ar: limitad, 1a Yugoslavia, owing to the
repid expu.rion of irdausiTy and v’ the aconomy in general,
constant atuentii mu~t toe paid o thet praclom.

(d) Utilization of existinz caps2ity: The problem here was to
make uee of iacilitics cririnally desivried for producing
aircraft with errines of vraditional design. ‘hen jet en-
gines were Lnventod, Yugoslavia, being a small country, was
unable, for laci »f sufficieat investrent resources, to em-
bark on the desizn ard development studies necessary to
produce them.
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Since, however, these plants already had specialized

staff and the necessary equipment, they were to be the first

to begin manufacturins for the automotive industry. Although

this situavion had certain advantages, 1n that effisient

production of parts and cub-assemblics was speedily achieved,

it had nevertheless raised certain cconoriic protlems, because

an automobile cannot be compared with an aircraft where ex—

pens: 1s larecly disresarded, in the interest of wchlevin:

the necessary earrliaeeriny precision.
41, The importanc: o the role Flaved by related industries is boest illus-
trated by the fact that its products represent 40-50 per cent of the total
value of an automolile. s against six automobile builders in Yusoslavia,
there are atout 100 reluted enverprises spread throushout the whole country,
but the majority are established in Serbia or Slovenia wherc the main
factories of the automobile builders are located. The development of related
industries, leading to specialization by individual enterprises to meet the
needs of all automobile vullders, has, apart from the pisitive effects al-
ready mentioned, also rrised problems of an economic and t:chnical nature in
the relations betwoen the automobile builders and their sub-contractors, as
well as problems of orsanization which will »2 dealt with in a later
chapter. A list of related industrial undertakings, showing their location

and field of activity, is given in Annex 1.
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1. DOMCSTIC PRODUCTION OF AUTOMOBILFS IN YUGOSLAVIA
""EE!;EL""W o T PORIOD 1055 TO 1965

42, The foregoing account, tosether with the ctatistice relating to produc-
tion durins the period 159-1,65, should give some idea of the position of
the automotive indugiry in Yi-olavie and the volume nf itz production.

This will facilitate understanding of the relationship estublished within the
industry and the probiems arisins from its development cver this period. The
period 1555-196%5 has been celected because 1t represents & characteristic

phase in the evolution of the Yaroslav economic structure.

43. Prior to that period, Yu-orlavin hace passed throu-h two economic phasest

(a) The reconstruction period, 1946 and 1947 reconstruction of the
country following the drvestation caused by the Second World War.

(b) The manar~ed—economy period:  a period of ceonomic planuing,

duriny vuich the federsl administration and other podies played

an important role. Thic pnase Lasted from 1440 to 1993, the

year whern lesislatirn 24 vgolf-ranacement’ L. undertakings was

brought into operation throushout the country. Management of

undertakings was put inte the nands of the plant community.

This chanze markcd the ba; innin~ of the deciine of the admini=-

strative plannins ~nd managrement systems market conditions now

began to ¢overn e eOnory.
44. The periocd of significance tor the automotive industry began in 1955,
since prior to that date +her.: vas virtually no automobile manufacture. All
that exiscted war in the preparatory ctage and the only active producer was
TAM. The ycar 1965 trought thoe peried to a cioccs In July of that year, an
Economic Reform was announced, bhringing a new feature into the Yugoslav econ-
omy: throuyh the literalization of imports the way wa: opened for the Yugoslav
cconomy to shar. in the international division of labour. The period 1965 to
1967 and futurc pros ects for the develo ment of the automotive industry in

i p y

Yugoslavia ar. dealt with in & separatc chapter.

45. Table 7 bclow shows the nroduction of automotive vehicles in Yugoslavia

during thc perioa 1955-1965.

46. Ixamination of this tablc jcads to the following conclusions?

(a) Production shove a continuous increasu. Ag rogards lorries and
buges, the growth rate may be considered fairly high, cspecially
in the carlicer ycars shown. I 1965 the production of lorries
and buses ruachud the total nunber of 11,800 units, a firm foun-
dation for futurc dovelopment.
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Table 2
Production of automotive vehicles in Yugoslavia, 1955-1965
Lorrics and
Privatc special
Year cars Ruzig vihiclie  Metorcycles Total
1955 760 239 24450 - 3,449
1956 990 426 2,765 3,421 7,602
1957 3,088 666 3,459 13,060 20,273
1958 2,936 €71 4,089 8,202 15,898
1959 4,431 511 3,716 24,530 33,188
1960 10,461 896 4,564 41,414 57,335
1961 14,999 829 542 37,751 59,005
1962 13,125 2,144 64454 31,968 53,691
1963 20,923 1,823 14975 43,113 73,834
1964 27,854 24362 4,081 48,142 87,439
1965 35,880 2,287 9,572 48,7174 96,513
TOTAL: 135,446 12,854 59, 285 300,305 508, 277

(b) The number of mosorcyclus manufacturcd, about 50,000 units a ycar,
may bc consider:d rcasonzble for Yuropean conditions, although the
later years show a certain stagmation (which i, however, typical
for motorcycleus and motorizcd cycle manufacture in “urope).

(c) Manufacturc of priva*tc cars, which at th. cud of the cluven years

shown in the tablce reach d 32,000 units in 1965 - the planncd

annual capacity of the factory -~ was not sufficiont ither to

satisfy market demand or to form an adeguate basis for economical

production.
47. The strikins fcature of the production of private cars ackicved in 1965
is in our opinion its almost total lack of profitability, which madc it im=
possiblc to accumulatce sufficicnt resources for future investment and acceler-
ated cxpansion. At the samc time preduction at this 1.vel made restrictions
on imports nucessary to maintain domestic production dirin; a period whun thu
markct potential substantially cxeocded national production capacity. Produc—
tion of privatc cars at this 1.vel did not make it possible for related induc-
trice to apply advancod toechnology so as to bring: the prices of their products

within thc range of world priccs, or accumulate sufficiunt resourc.s for futurce

dovelopmunt,
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1II. ESTABLISHMONT OF BUSINISS RELATIONS BETWEEN
AUTOMOBIL® HUILDURS AND RELATD INDUSTRIES
AS A BASIy FOR PROGRTSSIVD THTCGRATION
L T, AUTOMOTIVL 1NDUSTRY

48. The situation cbscrved during the puriod 1945-1956 in private car manu=
facture (which is no butter 1m reeosct of tho manufacture ~f commerical vehi-
cles since there arce four such vehicle builders cacu vith a different range

of production) has raiscd a larze aumbir of probloms, which arc roflected in
the relations hotween bullder and sub-contracteor,; on the oie hand, and builder,

markct and customer,; on the other.
bi

49, In thc veriod 1995 1o 1965 an attempt was made to finds firsi, the right
way to develop rclated industricss and sccond, the bost possible mcthod of or—
ganizing rclations hotwoen the principal producer - the vehicle builder - and
his sub-contractors for parts, asscmblics and sub-assemblive, styled "co-
operators". Thesc rucstions arc dealt with in Adciail in the following pages

ir the light of tho conditiong prevailings during the period in question. A
dcetailed knowledge of all thesc problcms 1e important, sincc the relations be-
tween the automobile builder and hig sub-coniractors arc connceted with those
between the community, tho markct and the customor. [t was cnly under the con-
Aitions created by tho weconomic Hoform towards the middlc of 1965 that it be-
came possiblu to bugln scttling these problems i a more offcective manner and
on an entiruly nov bhasis. The wXpurilonie gaincd during the period 1955 to

1965 can scrve as a foundation for sclving currcnt problums. The aim 15 to
gpecd up the cxpansion of the automotive inaustry and its rclated industrics

in order to face competition on the marxet morc Jffectively.

50. We shall outline bcolow how the probloems involvued in the relations between
the automobile builder and his cub-contractors werc considered at the time. In
the first placc, an attompt was maue to show how tho various undortakings con-
corncd should co-operate aic whot were the cconomive and tochnical advantages
of such co-operation. In Lthir recpect, it was often observed that the degrce

of co-opcration achicved reflected the staye of a country 't industrialization.

51. Industrial co-operation made remarkable prosress after the publication,
in 1953, of the decrce relating to the association of undertakings, and in
1954, of the decroc relating to the richt of acquiring indurtrial property

abroad. The latter regulated conditions for the exploitation of industrial

licences obtained from forcign firms.




52. There are scveral definitions of the concapt of Hoomcpomation®”, of skich

wa ghall cite a fowt

"Co-operation in inductrial production moafie tie Jiviet o of §aoour
in a congidircd and ordorly mannor, the results of whioh should b
reflectod 1n oo sories of techmeel and eonomic aivantass snd iR
the rationalization of nroduction in . nopal "

"Specialization and co=onerating, a0 cerontial om0 the oone

temporary orpanization o1 production procossoc, roselt 1 Pume pous
benefits to tho particiocits thomsolves ot dee on the sceial sedlu
ag a wholc. Thoese bonutit s arc the rosslt o a bottor utiligation
of production cupucity, r duction 1n the cos’ of sarufactur., =op
rapid poerfocting of canuiacturing motaede, orc o stive omploysont
of spucializid porsone o1, ceonomy in canital wnvestiont, te,*

"Industrial co~opcration i1g » modern form of producticn 2 4 1VeR
article by tuwo or more inductrial uandortakings with th aie of saBu=
facturing a hottor product more rapicly 2t lo cet production cogte
and througsh boettor viilization of oxistin: capacity.”

Or lastly, as Karl Marx has caids
"Co-operation means the planncd, joint participation of a large nume
ber of pursons enpaccd 1n the same kind of work or in different
kinds of rolat.d tasks."
The forcgoing acfinitions, 2nd many othors, roder basically to the same thinge,
that is, a morc advarced standard of orranizatior and of dictribution in th.
procuss of manufacturing the parts of an artici:, for the purpes. of achiuvin:s

the best possible tochnical anid cconomic condition:,

53. As co-opuration doviloped, various problums aleo arorso, se that at th
present time we may frankly affire that while we ngoy = fairly hirh advanceod
degree of co-operation, vith some dozuns of undertakinese participating in the
production of a singslce article (\;VUY: norv than [ifty undortakinge ao i the
casc with automobilc manufacturc), we arc still far from boiagr wbi. to say
that the question of th. ors;anization of relatod induzirics has been complyto-
ly resolved. Woe misht oven ooy that there are pleaty of provlome thnt are not
yet fully clarificd.  More proeciscly, we aay soy thet, i spite of the oxpoeri-
ence gained, a large nunber of srobicme 5till romain to be eolved.  if solu-
tions arc not fouud, many of the anticirpatoed benefits, which have in fact
accrucd in countrice wit: developed inda: trice, will still be wunting,., Natue-
rally, wc do not claim i the proesent survey to offur awtooritutive asclutions
for thc probloems that fac. us 1i proscent conditions, but w. hope from our ox-

pericnce to makc a modcat coniribution,
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54, It has alroady boen romarkocd that the problums ar. of a teohnioal and
cconom’ o aad, in part, logal naturcy tho question of orranization 1g invelvaed
too , ond to somd oxtont understanding of She pattern of social relations in

Yugoslevin.

55. Wo have to 4 -1 with thepoo cceuntial o1 oments in tho gonernl proturat
(a) T principel profuecr, th. burlder of th finished product;

(b) Tac pub-contractor, i comoporatin undortakin r.sponaible
for som. pnrt of ti. product

(¢) Mo community, the morket oot ultimate congum.T.

Mo nrincipel producsl

%6, The procces of manutactur. of « product 18 Aividud butween the principal
producer and the aub-contractors, Tho obligations of the principal producer
and of th. sub-contractore tovoards th. customer ar. not uxactly th. sam, and
therofore thoeir rights and ctligations 16 the organization of the procuus of

production ar. not on the same luvel.

57. Only th principil, the car puildur, caa and ghould tax. prosponcibility
for the finishcd product. The custom.r te comuatntod only vith the cetnblish=
ment of puttin; tho cnr on th. markett  he lookr tr, 1t for his .uartnt..s of
quality, o prop.rly orranilzud nftor—galor seFviCy, ad.. uat. facilatice for ob=

taining spar. parts and prompt gatieaction in the event of complaint,

58. Th. principal, th"t 186 th produc.r of the finishod article, has the
difficult task of comp ting with othor prouduc ro of the van. kind of articlu,
in the domustic markit 0w woell ae abroad; th. ~omm.reinl ricke are therafore

mainly his.

59. Synchronization and continuity 1n production ar. of vital importanco to
him. Any stoppage in th. procusc of manufacture (1n most cas.s svrial produc=
tion) caused by the lack of som part, poseibly of trifling valuc, tc b supp-

licd by o gubecontractor, .y occnslon irrcparabl. loes.

60. In thusce circumatnncud, the rclution bhetween the principal producer and
the co=operating undortakangs muet boe cluarly rd prociscly defined, if o pro=
duct of high quality at lo cost i@ to boe obtaindd,

61. Why chould th mak.r of the finiabud articlc organizc this go-opuration?

Above all, hu wants (0 makKC uc. of th. possibilitice of spucialived undortakings
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in sanufacturing particular parte or sub-assembli~w callin’ for s.illed per-
sonnel or a hihiy individual tecnnclocioml procese, or pome souipment of a
epecial type. Ar the speoialiged undertakines seually aanufacturcs thes:
parts for severil manufacturers . n &rticeiar sraach o andustry, sach na
the automotive 1atuetry, the eloctirioal tnda try, tie sachine tuildins indug=
$ey ete., 1t 1 inoa positicy te turs out o hion oguality produet at minimum

coet.

62, Comeperation may alse be corpani zed when t ope already eXist plaats in
which capital inveztment has beua satcs  The maker of the fintshed article
finde it werth-while to nake use of thes. exietly {aciiltivs in apder to ree
duce hie o' capital 1avoetmont to the lovest posgiii. lovels Mt he must
always hcar in mind that the advantaysc galned by a savin. on capital invegte
mont a' a given moment sipht bo lort am a result of proehloms arising in cone
nexion with the quality, guantity, continuity or high coet »f asupplies.
Otherwisc, srave nirtakes may be made,

6}, Not cvury purchasc of an articic by the buiider of the finishcd product
comes under the heading »f “eo=cperation”. The manufacture ~f :tandard arti-
eles used by scveral indurtrial conzumors ae production ;ood: or by th. mark.t
a8 consumption ,oods har nothins to 4o with co=operation, as thuipr manufactur.
fie determined not hy the caparcity of th. builacr »f the Tinishod article but
by markoet demand. T™he tuchnolo y of such manufactur. dous not dupend on the
organization of th. priacipal censtructer'!s production pmecung.c, The maker
of the standard product seli. 1t to any intercet o curtomer, wh thor tho
goods are madc accopding to th. doesiom of ono op soveral clicnts or on the
basis of th. mak r'r cwn tuchniquo,

64. ITteoma falling unduer thie Kind of hoadin: include things like nuts and
bolts, light bulbe, ball boarin~e cte. All thee. ar. articlue ovougsht aimply

on the basis of a galer contract, just like concumption poode. Supplivrs of

w

ravw matcriale, cnorgy and power, .te., arc dealt with, af ocoura., on th. same
basis.

65, The manufacturcr of a particular part or sub-asc.mbly ocan bo callcd a
“go-operator” of th. builder of the finishud product wvhen h. has organized
his own manufacturing procusecs nn the basic of drawinss that form part of the

buildert's orm tochnical decumuntatior,




ID/MG.13/17
Page 7

66, It ie vital for thc co-operating manufacturcr to posscss modern tcohno-
logical facilitius. Othcrwine high-quality, low-cost production will be im-
poseitlc. It is cqualiy ncesssary fer th. co-opcrating manufacturcr to by able
to keop ur with the cxpancion anug nocds of the builder of the finished product

and to guarant .. him continucus iclivery.

67. de will nov shew by o fow cxamplos hov the automebhile manufacturer, by
insisting on nnt oaying for a particular part or sub-assombly manufacturcd by
a sub=contractor mor . than ho weculd have paid for an importced article, has

obliged the suv-contractor to ¢ vilep mor. advancud tochnimucs.

68. The manufactur.r of luoaf and holiceidal springs had stat.d a pricc which
wag 100 p.r cont avove that queted by a forciga supplier for the same product.
Aftor nogotiation, during vhich the epring manufacturcr did his utmost to
prove that n. vap working without making any profit and that his sulling price
was cxactly th. sam. ag the cost pric., 1t war asrccd that a fov uropean
spring menufacturcre should c. visited to loarn somcthing about mod_ru produc-
tion tecchnology. Whon he caw how production basud cn advancud tuchnology was
carri.d on, th sprin: manufacturer fully undirstood the necessity for chang-
ing his own m. thods. It wag th.n cloar to him that the automobil. buildoer was
justificd 1n asking for a lower pric.. Aftor changing his production tiche-
niques, th. manufacturcr in questlon was abl. not oanly to dulivor springs at
a reasonable price to the domestic buildor, but to compuic euccuesfully in a

computition ereanized by a forcin lerry builduer.

69, Th. eamc thin, huppen o in the cas. of a manufacturcr of radiators, who
elaimsd that it would be impe-sible for him to duliver his products at the
price acecptable to the autemobil. builder, and that h. was woprking at a con-
siderabl. lesa., Aftor viziting some modurn Juropuan plauts thno local manuface
surer roalized that h. hnd to change the whel  of has t.chnology; the pacu of
his productinn was far bohind that of the feruim producers.

70. These ar. only twoe cxamplus; wmany cthors couid be montionod where tho
manufacturcr of th. fiaishcd product insistcd on th. application of modorn
mcthods by the sub-contractor and provided him with t.chnical and othor assist~

BAOU .

71. Synchronisation of production butwuun thu automotiv. industry and relatod
industrius as woll as contimnuity of production ar. cssential factors, in
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addition to quality and cost. The manufacturcr of o compliocat.d product ey
woll find that he is co-oparating with nmom. dozuie of othur undurtakings
(which often are responeicle for 30 or 40 por cunty or von more, of th,

valuu of the finisncd jot)., 1 Ty thor.for., suppli. f'rom co~operating manu=-
facturcrs . not syncnrontzod and eee Lo, the vehielo builder vill eithepy
find his work hela <Py Whith sreatl) inercas o5 the cost -, produciinn, or he
will be obliced to carry heavy tocks of parts, tyisy ap larc: amountr of

worki.as capital and a,air increazing not ~cagt,

72, The manufactur of 4 1 poptant 1t o 1n 2 preduct (or that of a vital
group of parts) which i not 41ctat.d 'Y tochhael or ceonnnie considorntions
but iz cimply du. to circamstne. rovalting from 1 i1 “tribution of productinn
at thce bohost of the r cpoctive authority _a, cumuot b conardered an cxample
of industrinl co-op.ration., Ir th.s. cugoey while ruch 2 chamie—out of the
production programm. must b maintain.d, 1n our npinion it is neeosrary to
regularize the rclationshup by ~ndcavouring tc nsenciste op inteerate produc-
tion or murs. th. und. rtokinge.  This is the only vay to bring suffici.nt ine
fluvnes to buar on th. a8peet of t o chnoiosrical roquircments, 1,.. a2 mcthod of

orgFaniging production that wil., roiuce thc coate of manufactur .

13«  Pollowing this rec.oss of PuLonl iy rolaticns botwe i th principal
produccer and him suppli re mi ht i roeulated in the following mann.ps

(a) In r. .puct ~f ztanaar: iteme, oodr of intiroet to sovopal
conaumurs and, 1n ooneral, ocurront conrumptlon jocus, a
simpl. contrict ef s-f. - aufficionty th. ram. applive to
maturiale.

fb) In reepct of th. muinufrctur. r. ot parts and su}wm;fumhiiuc,
t.o. the subecontractore te th. v ‘el wutldors, thoro
should b a contract stipalating cl arly 1l th. conditions
govornin, th monoonent of the atfaire of ti. anduertakinee
conc.rn.d,  Bucl 2 contract should cpoeify the buildepte
obligation tc tuy his ~nnual roaquirament of Lupplice xe
elusively from the sub=contracior, provideo of roursc, the
lattir off.ire th. meet “dvant-.roous turm, The contract
should likowis. romulat. th qu. tian of t. chnical assist-
ance to b providia oy the vihiel. oullder,

T4.  Actual dcliveri s of suppii.r will b fluct.d on the basis of an anaual
contract of sal. oconcludid .aok v.ar butwe.on $he vihiol. builder and the oop-
tractor offaring the most advantagious torme,
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The sub-contractor - 2 co-operatings undertaking responsible for
part of th. production

5. Qur oxperi_neco indicates thet +he wndertakin - recponsible for producing
the variouc par's ocad the vomiel tuilior have opposite views on tho techni-

eal and cconomi~ ncadltion. ~ov.rnie thoir rolotionchip.

16, Y. sub-contractor ool thet hie cconomic position i=s unfavourably and
that the ouilder »f the finished product ic ~ctting an anduc profit out of
ascembling ih. paric supplicl by the co=opoerator and aolling the product on

the mark.ti.

1. The sub=-contractor thinks thnt he, too, ourht to have & proportionatc
gharc 1n ~ny ultimate profits Jduc to favourable celline conditions for the
finigh.d articl.. Iu his cpinion, ti.. vohicle builder ought to guarmntec him
e long-torm contract lastin, over soveral years, tun for oxample, to cnsurc
his futur. prosp.cts and provide somc motivation for the capital investment
neeussary for profitatlc manufacturc and rcecovery of oxpenscs incurrcd in pre-

paring for production.

78. Th. sub=contractor also thinks that his ovn production costs ought to
be recognized uid that hic prices should not b. comparcd with international
pricus; the capi tnl structurc of his firm and his cquipment constitute o spe=
cific cas.; his tuchnolosy dAopends on the plant at his disposal; hic tcchni-
ool facilitics and possibly the volume of his production may bu smaller than

tho~ . of n dom.stic or forclm compcetitor.

19 The sur=contractor io aot cager to conform to thc manncr of organizing
the aftop=soles DuPVICY NOLVOThH sreposud by the builder of the finighed pro-
duct; ho woult profer to arraagse for the maintcnance of the parts hc manufac-
turcs hims lf, rotnin dircct snlos for sparc parts, have his own customcr-
rclations sorvice to maintoin hie olaim for dircct responsibility for thc part

ho manufacturcs.

80. Th. sub=contractor vants the tuchnical documcntation from which he has
to work tc bucome hie om property; if a licunce is involvud, ho wants the
relovant part of the licence o be transferred to him with all thc obliga=-
tione and righte pertainin; to it. He prefurs to be in dircct contact with

the forcim partncr who hae cedud the licences
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8l. In other words, th. sub-contractor wants to be on an cqual footins with
the manufacturcr of the finished product and thinks that any special regime
for the vehicle huilder amounts to somcthing viery like monopely and i+ cone

trary to +he vecinl relationships cstablished in o socinlist systom,

82. In hic claim to ladepondonee, the sub=contractor ohj.ctr to any Kind of
supcervision of his manufzcturine precessesy the only control he is willing to
accept is that of the vilicl. huilder who ace pts or regests the finished

parts.

83. With regard to proguct development followin: som: technicnl discovery,
or if the builder of the finished product ke for seme modification or other
in rosponse to market demnnd, the sub-coutractor Uil nerce only whicn he

finds this to higz ~alvantage, and he 1o unwillias - te neknowledge the vehiele
builder's right to coarry out such modifications; oftun dictatcd by strong
competition on tlc markct, on hii owm necount. The SWi—contractor wants so-
curity in hi: contractual reiationship ~nd the maximum opportunity for profit;
he ig reluctant to make modifications and strive~ to r.duce his busincss

risks to ~ minimum.

84. A considirabl. number of rolatod inductrial undertakings are of the
opinion that it would bo impossible to complute the product wvithout thum and
that thcercfore the anpropriat. hen.fite should beo muarantoed to them 2 priori.
Most of the undertakings in the rolatod industrice think that the qucetion

of tuchnology is thuir own atfair and that the builder of the finished pro-
duct should not mcddl. in 1t; that would imply hi. interfercuce in the bugi-
ness manag oment of the undertakine,  The ~gsutial auestion hore ie uvhethor
the technology is modern or out of dates  that is whnt detormines production

cogts.

85, Aiming at larce-scale production, rulated industria undertakings in=
vite the vehicle builder te introduce maximum standardization in order to
rcduce their production Ccosts, siace most of thuenm arc fgearcd to producing

for a singl. branch of industry - the automotive industry, the .loctrical in-

dustry, food industrics ctc.

86.  Ac for the principal producer's demand that the sub-contractors should
guarantee him continuous, synclironiz.d delivery at a predetermined production-

cost livel, the sub-contractore think that to meet this demand, the vehiele

buildcr should be preparcd to involve his own invesctmont resources,
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Community - markct - consumer .

87. The third basic factor actins indircetly on the organization of indus-
trial co—operation and influcncing the relationship boetween the principal
preducer and relnted inaustrinl undortnakings 15 the community, which, by its
figcal, customo and other rogulations; aims at ctimulating up~-to-date; com=
petitive national production. For thisz purposc, the community puts th. domos-—
tic produccr fac. o face with foreisn computition to forece him to organizc
the production procuss at minimwn coct, to be ir © position to moot inter-

netional compctition on the domustic market andé on forcign markets (cxports).

88, Th. community 15 thorefor. much concuracd with the orranization of mod=
orn industrinl co-operation, crlculated to reduce capital investment, dimin-
igh the cost of production and intensify the utilization of undcremploycd

capacity.

89. Thc community is conccrned for the cxpansion of industrial production
throughout the country's tcrritory. It should be possiblec for small special-
jzod firms producing cconomically not only to achi.ve worth-whilc veconomic
rceults, but also to facilitnte some dugrec of deccntralization, uith the
offcet of slowing down micration into the big cities and diffusing the apti-
tud¢ for industry, crioating an industrial workcr class in th. smallcr towns

and cven in the villogese

90. The community also ingists on an adcqunto aftur-salus survice to cnsurdc
the continuous functioning of goods cuppli.d and normal working 1if. for tho
product, s 18 the case in developed countrivs. The community incists also

on the nucussary availability of sparc parts, th. basic nscossity for regular

opuration.

91, The community takes the view that the problcm should be vssentially
resolved by the cvolutien of supply an¢ dcmand on the markct, rcgulating not
only sclling price and produciion cests, but ~t the same timc the question of
the quality and the maintenance of the product on the markot, since the ox-

cnsive oor-quality product would bu uliminatud througrh compctition.
p 1 o h

92, The morket, howuver, as 2 specific factor in tihc community, is cven
more rifsorous as o regulator of 1ts intercsts. A froc rarket, acting accord-
ing to the law of supply and demand, operatis cntirely on the basis of thc

economic advantages that can bc obtsined. It is well known that thc market,
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acting through cconomic proccsses to cnsure the boest poseible conditionn for
the buyer, will import substantinl quantitics of conzumption ~oods, thus one
couraging the moximur desro. of conpctition within {4, country, vithout tiking
wccount of ~ny srecific circumstancos affocting the produc.r, such o+ lae' of
cquipment, lo. productivity, lneh of qualifi nanpower, poor ouzlity of raw

materials cte.

923. Our markct; in fact, by ploein: importod oodn ~ide by cide with our own
products in ord r to influ.necs price ~nd quality of domuitic production, tonde
to makce our industry capnble of frcin: un to intornotior:.] coniputition,  Katue
rally, wo must imor. th. ocenrion-l cases of certais import firws takir ade
vantag. of the dumand and off.p to soll ot ooutrascous prico oy articlos taat
have been importud at lo conty, th. production coct of such wrticles being
high in our country and conscauently commanding hih celling pricors In this
fashion, suclh import firms coll.ot n. wndu. oxeess profit, and to that cnd
often ocngnpge in the importation of -oods wlil. nerlecting dictribution of

domcstically produccd articlos.

94. The important thin i, thercfore, that the mark:t, as rerulator of
sales opportunitice, hould obli.s¢ nroduccrs to kcep strict account of thoir
production corte, scllin- pricus, guality, arrangcments for aftor—-nlos SUP-
vice, reoularity of surplice to the market and 21l the ethep dumands of the
contumporary mark.t situntion.  Oth s the disposal of thiir products mny
beecome difficult or it may nappen that th. appearance of -~ now local producer,

better capable of satisfyins the sarket demand, may putl thow out of busin.as,

95. Last in the Framcuork of th. community and the market com s the individe
ual consumcr, the custom.r 1ho iz dircetly concern.d ta~t the community-markct
should act in accordance with tl.. above rulec. Tho cuztom.r lunds them his

assistance.  The individuzl maios his o personal Cffort, .ven, to Climinote
the inferior product by cconomic or political menis (Clector: ! nectines, con-

sumcr councils, the press te.),

96. Thie customir-action has o considurabl. influcnce on the provision of
riasonably priced high-quality Foode for consumers. At the prenont time many
articlus arc subj.etud to coasumer criticism not oniy from the point of vicw

of quality and price, but from the point of vicr of shap. and avcthetic appeal,

dusign and modurnity, rangc, oxtunsive choice of typls, «te.  The customer is
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not willing to accupt that a product which was onou porhaps the last word in
tochniquc should rumain anchang.d. Ho cxpucte continunl modurnigation and up~-
dating; he inciste that th. latert accomplishments of the duveloped countrics
should bucomd kiowr 1o our owh country and that domcstic produc.re should de-
velop and improv. grocucts out of their own TulOUrCuB, alwnys Koeeping up with

the forci;m manutcturer.

7. In drawine ~ttontion to the throe vluments r.ferred to, our purposc hos
1
been to pinpoint the forees at work, which must by taken into account in look=

ing for satisfactory and stuacy duvilopment of industrinsl co-opcration, 1o

obtain tho rusults cxpected Dy the community, the mark.t and the individual,
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IV,  CO-OMTATION 1Tk T FORRIGN iy UT ACTURFR

98. So far, we have Baid nothing about industrial co-operation with foreign

countries, "here are three aspecte .o coneider:

(a) Industrial cc-operation with foreign courtries in feneral .

(b) Inclueion ot reiatec irductrial uwderlakinge 1. industrial
Co~operation with t{.reisn countrier,

(c) Co-operation of domestic 1ndustiry .ath forei1 n industry for

he purvose of oint reprege: tatiaon or othes markete,

Industrial co-operatior wiih foreisr. (ouutriee .: . eneral
AR A A . AT b

S Su—

99. Iun the light of th: irndustrial aermitupe leit to ue by the former
Yugoelavia, especiully 11 recpect ni the rumver 'nd capacity of available quali-
fied personnel, the Federal reopia's Fepublic of Tuoclavia wae obliged to begin
by acquiring a certain number o licences, .f selected branches of 1ndustry

were to catch up as quickly as possible with the achieverernts of the developed

countries.

100, However coetly this procedure might be, in thke light of the currency re-
sourcee at the country'e disposal, it was neverthelees less expensive than foing
on manufacturing with out-of-date methode and trying to spar. at one bound by our
own means the some dozers of years of proyrees separatin; us from the advanced
industrial countries. 4 question which muget bLe corsidercd apart i1g the choice
of licences, 1n particular the forme and methodc tiat were appliea ir choosing
between licences and thc problers 5t cortracte concluded with forei¢r. partners,
where certain clouses of = technical or economic nature were not always the most
advantageous for tie Yugoslav undertaking s because o1 their lack of experience

and the know-how the forei;n partner krew well hov to benefit from.

101. It 15 a mistake to think that -he mere acauisition of the licence is

enough to ensure keeping up with rew adva,ces throughout the world ard to EUAran -
tee future expansion. " he purchase of a licence alvays 1nvnlver the risk of
trailing behind the corncessionaire: the licence purchased is for what he ie
producing at a given moment, when he is in a pusition to provide any necessary
assistance. The licence does not include vhatever he may be planning to bring

into production, whatever he ig i.. the procese of studying in his laboratories

°r research departmente, etc; this means thut rapid maetery of the process and
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development of its ovn research department, teet services and laboratories con-

stitute an escential problem to which special attention must be given by the

purchasing undertaking .
102. 1Is this the way thirpes were done 1t Yugoslavia? Unfortunately, in most

cases, it vas not, the Government administra®iou i1d not succeed through 1ts

lawse and repulations 1n drawing uj the necessary requirements to spec1{y the

appropriate approach to the forei n partuner when the licence wag Leing acquired.

Feanwhile, the undertakinis concerned, for objsctive or gul 1ective reasons, did

not energetically tackle <he quection of mastery of production pethods or of

training the qualified gtaff needed for future expansiov.

.tlook permeated the industry. Often

104. Vhat happened wac thet & commerclial o
of parte delivered from

that was organized vwas simply the aspembly

enough, all
t on. the Yugoslav market at prices

sbroad und the sale »f the finished produc

freel,; determined this had a negative 1nfluence on the developmerit of research

and domestic tcchnology. " he enormous expendlture 1in forel§n Currency was

another questior, equally .mportant.

stem of the countiry contributed
the problems relating to the
ately from those relating

104. 1t must be observed that the economic 8Y

substantially to this atate of affairs hy allowing
odur tion goods to e considered separ

obtaining of repr
pome licensees were atle to procure the

to investment. ’he result was tha

foreign exchanye neceesary for reproduction equipment more easily than the means

for investment, which in our opinion led to certair distortions.

105, It reproduction resources and investment had been congidered as a whole,

Inded vith the corcessionalres hac stipulated a period
wholly manu-

ard if the eanlracis cond
after which the article pul ject to the licence would have to be

factured within the country, ard had specified the investment resources to be

provided, ve should have reached the stage of domestic manufacture earlier and
have spent less 1n foreigr. currency

E;{lﬁg;g;t;gn of ra;at*g ;ndggtrx ggggrtgk;pg! L ;ngggt;;n; gg:ggggg;;gn

yj{h foreign ¢ untries

nce to a related domestic industry , and
» undertaking (the ooncessionaire )

106. The conoession of part of the live

putting it 1n relationship with the foreis
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and his sub-contractors, is another question. The licensee and the undertakinygs
that supply him with various parts of the producte sBubject to the licence have

divergent pointe of view on thie sub ject,

1.7. The licensee usually cornsiders that the corncessiorn of part of the process
of manufacture to a epecialigzed undertaking should not mean handing over of the
technical documentatior and nther rights deriving from the licence contract,
since that would put him in a position of tctal dependence on the work of the
sub-contractor, as regards quality of manuiacture, selling price ot the parts,
the period of running-in the manufacturing procees, and synchronization and con-
tinuity of supplies. Ir a word, the economic side of his activity would be

paralysed,

118, He would not be able to approach any other industrial undertaking for the

manufacture of the part in question or to import it in time if the supply werc
not maintained, if the price were unreasonable or the quality unsatisfactory.
This would mear that the builder of the finished product would fail in all his
obligatiors towards the community and would invariably loee against competition,

abroad as well as at home.

109, Related industrial enterprises, on the contrary, regard the licensee as
ernjoying an exceptional position, with all the features of monopoly. The sub-
contractor hae no security for his investments, nor for the remainder of his
business activity, since the licensec might cancel his orders if the price did
not suit him, even in cases where a long-term general contract wae in force, as
a general contract always cortains » provision for annual contracte 1xing prices

for each particular year.

119, The sub-corntractor alsc thinks that the licengee should alwaye be obliged
to provide him with the technical documents and sometimes cven with the tech—
nological documente, Hut this is 1i1fficult, almost impossible, since the licen-
se? supplice the technical documents (working drawings) only for the sub-
assemblies and assemblies that form part of his own manufacturing programme ,
referring his licensee, for the documente relating to sub-contracted parts, to

the specialized undertakings whose industrial property they are.
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111. Thie ie underetandable since, in foraign countries, specialised under-
tekinge have their own research offices dealing with the perts they menufacture
and arc consequently thcmsclves ownere of the industrial property. ‘he builder
of the firishcd product 1n most cuscs simply provides the specifications to-
pether with the order for « particular part or froup of perts. ‘her¢ are cases
wherc the licenser is urwilling to supply the full cet of cocumente for com-

mercial reasons aud refers the licerme o his own sub-contractore.

112. £#11 this means that thc licensce ie in a position to supply to his domes-
tic pub-contractors only the technicel documents for the parts that the licenser
produces in his own plant. Consequently, a joint effort has to be made to get
hold of the necessary documents; or cach domestic undertaking, 1.C. the pro-
posed sub-contractor, hae to be lcft to obtain the materiazl for itself. 7his -

does not imply cession of the licence rights tut simply the creation of equal

conditions for thc potential producers. ‘

113. A question of vital importance for the licensee and his domestic sub-
contract : who make use of the toreigr partner's experience ig that of the
technical assistance to be provided: elaboration of technological pro jects,
participation of Yugoslav engineers and technicians in the work of the research
department, thc licenser's project planning and t-:chnology, training for tech-
nicians and skilled workers in his workshops or in those of the specialized
manufacturers. I'rom the cconomic point of view, 11 is also important to go on
to trade in supplies, i.e. for the licenger to undertake to purchase raw mate-
rials, gemi-finished and other gouds necessary for his product in the licensee's
country. PReciprocity in the supply of goods is an important economic opportu-
nity for achieving 2 balance of payments in foreign currencies.

Co-operation of domestic industry with foreigm industry for the purpose
of joint representation on other markets

114. A good deal of emphasis hae beer placed on this form of co-operation but

the results up till row have bcen modest.

Paths to follow - determination of the
principles of co-operation

115. Industrial production ip the contemporary world cannot be imagined without

local or foreign competition.
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136, Our aim in the present study, however, is to emphasize that the prior
ocondition for the most rapid and effective expansion of industrial co-operation
and its streamlining is, in our opinion, the need to discover the optimum com-
bination of the three factors we have indicated as the essential elemente opera-
tive in the Yugoslav econony and which therefore are decisive for the develop-

ment of industrial co-operation in our country.

117, Of the three factors mentioned, the most important, in the conditions pre-
vailing in our country and under our cconomic system, must be the interest of
the community, the market and the consumer. “'e have scen that the adminisira-
tion has modified the system of foreign payments through a series of currency
regulations adopted by the legislative bodies that has brought the manufacturer
of the finished product facc to face with strong foreign competition. 1t is

well known that in our economic system no one is or can be exempt from domestic
competition, for every article is offered on the market by a number of different

producers.

118. The community provides export incentives only to a limited degree, and

there are signs that these incentives will be gradually tapered down, the argu-
ment being that our production should be capable of manufacturing goods that
will stand up to competition on world markets. e can no longer toleratie high

production costs for so-called “specific™ reasons, or "Yugoslav quality" products.

119. “he struggle to eliminate these ''specific’ conditions is, in fact, a
campaign for advanced technology, for the reconstruction of existing factories

and the building of new ones, so that our production costs may be brought within

the international range. This is the only way we can beat competition in

Yugoslavia and become competitive on the world market.

120. In every country industry is the most important source of material goods
that form the basis for a high standard of living and welfare. For this
reason it is absolutely necessary to prevent our industry, through costly ana
inefficient production, from hindering in some measures the progress towards a
high standard of living and general prosperity. As we have already mentioned,
our market, too acts in this way, and the needs and demands of our clientele

work on these same linetg .
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121. “he builder of the finished product cannot expect any concession on the
part of the community, any acceptance of costly and low-quality production, nor
any "understanding on tac part of the consumer. ile has tc adapt himself to the

idea that any wecakness of his will be taken advaniage of by his competitors.

122. In our industrial communities (undertakings) in Yugoslavia, the remunera-
tion of the persrinel 1s always determined in relation to economic achievement,
depending above all on high productivity, reduction of production costs, low
selling prices: 1in a word, the commercial success of the ¢oods. laturally, if
the market, the customers, allow the builder of the finished product no latitude
as to the quality and cost of production, we cannot cxpect them to be tolerant

towards related industrial undertakings.

123. It is 1n this light that the relations between tho principal producer and
his sub-contractors must be consideredj 1t is thc only sensible path to follow

if we want to overcome current problems in co-operation.

124. A system of rclations betweer the manufacturer of the finished product and
his sub-contractors tolerating a number of technical or economic weaknesses would
lead inevitably to thc¢ manufacturer's ruin. With this fear in mind, and being
unable to regulate their relations with related industrial undertakings in any
other way, the manufacturers of the finished product have followed a different

course, in fact mistaken, but seeming to them 2 way out from this situation,

125. We might say that the problem of or¢anizing co-operation 1in Yugoslavia
during the 1955-196% period was not only in i1ts first phase, but in some respects

even involved certain =zspects of a crisis.

126. “he crisis arose, in our opinion, from the fact that the manufacturers of
the finished product, unable to solve the technical and economic problems in-
volved in their relations with their sub-contractors, sought a solution in plan-
ning the manufacture of items already produced by specialized undertakings (or

by undertakings in the process of becoming specialized) within their own plants -
agsuming the form, in some degree, of autarkic undertakings, a transformation

for which there was neither technical nor economic justification.

127. “here is no reason why specialized undertakings should work for one or two

manufacturers; they should work at least for a whole branch of industry. The
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manufacturers of electrical equipment, instruments, wheels, etc. for example,
ought to supply all the undertakings in the automotive branch - private car or
commercial vehicle or tractor builders. Orly on thie condition 1s u certain
degree of standardization poesible, to be followed bty expanded serial production

and reduction of productior costg,

128 ¥We consider ihet on the Lasis of what we nave JUBL sald, 1t is possible

to form some 1dee of the problems that arosc ir the rclations between the makers
of the finished products and their sub-contractore during the 1955-1965 period,
of the endeavours that were wade tc Bolve them. and of the manner in which the
conditions for their solvtion were created during the Cconomic leform which

governs the current period.

129. The relationc between the marufacturer of the finished product ard his
sub-contractors can, in our opinion, be regulated orly 1n the following manners

() The manufacturer of the finished product must organize production
in such & way thet he manufactures in the parent factory only parts
of which he can ensure a profitatle and hi;h-quality production and
are capable of future development and improvement, 'or the re-
mainder, he must make uce of the capacity available anywherc in
the country; 1. the f{irst place, specialized undertakinge in that
branch of industry,

(ﬁ) The manufecturer of a finished produc’ , Wwhile providing irn his own
establishments the rost modern technology und lowest product cost
(u compared with world prices) 18 under an otvligation to give all
the technical o lstuncce necessary to relsted industrial enter-
prises sc that they may achieve a similar level in productior.
This means that he musi provide his sub-contractor with ali the
necessary technical documents which are his own property, or a
portion of the documentary matcrial obtained when he acquired the
licence. Subsequintly, he rhould, as for o5 possible, help the
related indusiry undertakings o1 his own countr, tc make use of
the experience of the licensery and he should ask the licenser
to do everything pcseible to get lLiis own sub-contractors to
maintain a permanent rclationship with the Yugoslav licensee's
sub-contractors.

(u) The manufactures of the finished product should provide his sub-
oontractors with ful! information about his own iuture projects so
that they can estimate their own prosrects, make provision for
eppropriate invesimenty, siudy the itechnolngy and whatever nay be
necessary to heep up with the parent factory.

“he manufacturer of the finished product and related indus-
trial undertakiage should agree upon the principles to be follow-
od in price pelicy, teking as itheir bvasis international prices
for the article under consideration. 4he annual contiracts to be
concluded between the parties should establish selling prices for
sach year.




-5
:
0
i

!

ID/4G.13/12
Page 16

(4) The relations between the manufacturer of the finished product
and the manufacturers of current consumption goods (nuts and
bolts, licht bulbs, ball-bearings, electrical fittings, etc.)
ghouid tec regulated by ordinary contracts of sale, as goods of
this kind are not intended for a single client, but for several
undertakin; s, for a whole branch or even several branches of
industry.

(0) Contracts octween the manufacturer of the firis'ed product and
undertaking s manufacturin; parts, sub-assemblics, etc., should
be long-term, Such corntracts should define the system of busi-
nesgs relations i1, advance and deal wiih the problem of after—
sales service, spare paris, approval of manufactured parts, etc.,
but deliveries should be effected accordirg to annual contracts
determiring the rangce, quantities and price.

130, The long-term cortracts should specify the manufacturer's obligations to
take the whole of his annual requirement from the particular sub-contractor, if
the latter offers the test possible conditions (not solely in respect of selling
price). The annual contract is concluded with the undertaking offering the

most advantageous conditions.

131, It should be noted that the manufacturer of the finished product was

under an obligation to supply all the necessary information, technical and other
assictance, to every enterprise interested in manufacturing parts, sub-assemblies,
etc., for him under advantageous conditions. "“his was his only opportunity,
during that period, to bring any influence to bear on the price of the sub-
contracted parts and to ensure synchronized and regular supplies from the sub-

contractors.

132, long-term coutracts, offering at the same time a basis for annual sales
contracts, would have in practice slowed down the future development of the
automotive industry. 1In most cezses, such a contract wouid amount to offering a
guarantee to the sub-contractors and would diminish their incentive to make pro-
gress in the manufacturing processes, to bring down the cost of manufacture

and improve quality, in a wora, for development 11 general.

133, In the conditions prevailing in our couniry, all this would have serious
consequences, for world progress in technology 1s so rapid and international
competition so strong that anyone unable to follow market trends closely cannot

expect any commercial success.
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134. The livelihood of the sub-coitractor who has organized his production
efficiently and at low cv3t, and who can guarantee regular deliveries of £00d-
quality parts to the manufacturar of the finished product, is not threatened.
Such a sub-contractor is 2 vital suppert to the manufacturer, and in severing
the cennexion the latter wouald lose the advantages he had; his production would

be jeopardized,

135. The manufacturer of the finished product cannot remain indifferent to the
technological solutions applied to a production procecss by his sub-contractor.

lle must, indeed, insist on advanced technic eg, and give all ssible assisctance.
t ] ] i pO

126. To sum up, tiue collaboratior between the manufacturer of the finished
prodvct and his sub-contreciors siould agsume the form of a free community of
undertakings concerned, cloecly linked togetrer by all kinds of mutual assig~
tance and exchange of experience, provided that these links do not become such as
t- stifle initiative 4n sceking to reduce costs. If the econoric conditiong are
such that there are several manufacturers of o similar part, and if frce com-
petition tends to reduce production cost and improve quality, it should not be
hindered by long-term contracts lacking all flexibility. In practice, it is

for the undertakiu; concerned to assess the economic benelit of manufacturing
paris, sub-assemblies, etec., for the marufactnre: of the finished product, if

its chances of succeusful competition in ihe market seem reasonable,

137. These consideraticns refar to the problems arising in the relations be-
tween the manufacturers of the finished product and their sub-contractors during
the pericd 1955-1965, the perioC when tkr utomotive irdustry in Yugoslavia was
born.

138. lost of these problems were not settled, as we were awaiting their solu-

tion by the manufacturers of the finished product and their suppliers on the
basis of their own experience, or bacausc we thought that the matter would be

dealt vith by the Covernment under apnropriate legislative procedures.

139. Two factors influencing the search for the answer to ihe problems in the
relationship io be estublished between the manufacturers of the finished pro-
duct and related indusiry during the period ending in 1965 should be mentioned;
First, an attempt was mcde to bring about integration of a number of manufac-

turers, the principal manufacturer and his sub-contractors in the first place,”
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setting up a single economic organization with the aim of reducing manufactur-
ing costs and the amount of capital investment necessary; Secondly, there was
the influence of the Tugoslav local government system, based on the one hand on
the political and territorial unii with iis own eccnosic interests, its pro-
press depending on th: economic opportiu.iiics available in that particular
territory, and on the other hand, communal “self-managemern™", on a large scale.
The process of integration took threc different forms:

l.ergers,

Lusiness aggociations, .

lTong~tern collaboration,

140. Starting from the essumpiion that many technical, economic and organiza~
tional problems could be resolved through integration, the Covernment and the
national cocii) and political bodies laid particular emphasis on it, enforcing

its application in a number of ways.

141, ‘'the process of integraiion, lowcver, did not go according to plan and did
not bring the expected reculte; conditions #t the time were not favourable. 'the
conditions to which we reler are in the firet place *t.e Trce play of the
market and competition within as well as outside the country. It was not until
the time of the Tconcmic Inform tianst sucn conditions began to operate, and
through the import o: cconmomic forces, *to r:gulate the relations between the

parties concernad.

142. “he Covernment and the pocial and political bodies endeavouring 1o accel-
erate the procrss came up apainst the resistance of communities and undertakings
that hed failed %o undsretard iis economic nocessity, looking on it only as

bureaucratic compuliion. For this rcason the process of integration during the

period up to 1265 aid not tring the decired results.

143. It chould L2 emphasized that the third method of integration, based on
long~-term contracte, prodicad ihe ovest results. It regularized the relations
between the prrincrs, und helped o define certain principles and methods to be
taken as thc basic for futwre =ction. For exempie, in the long-term contracts,
the syestem of determinine prices, is, in most cases, made clear. For a long
time thie point was th: vital problem in the relations butween manufacturer and
the sub-contractor. Ifrothsr good fcature of the long-tera contract is that it

does not involve interference in the problems of "self-managemeni” in the con-

tracting undertekings.
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144. During this period the importance of the local communities grew consider-
ably; the maximum effort was made by each to develop its economy, and parti-
cularly industry, on its territory; tut in the effort to put its own expansion

on the soundeet possible pasis, each commune sous ht to build up integration
within its own borders. Integration of undertakings wt different economic levels
was attempted, without consideraticn for their technical-e onomic basis, or for
their mutual interests. Through such integrations, the test established under-
takings had to carry the weaker, 1t btoing understood that any losses involved

in the organization of production were the responelbility of the local community,

under the regulations then in force.

145, Ve may frankly affirm that the results obtained during the period 1955-1965,
were not esatisfactory. 1t was necessary to wait until integration became econo-
mically attractive for the undertakings, ana thus a sound basis for a lasting

solution.

146. Of course this period had a powerful effect on the relations between auto-
mobile manufacturers and their sub-contractors: production was expanding strongly
and the free play of the market was beginning to operate. The number of sub—

contractors, growirg to svout 10C undertakings, also had important effects.

147. Relations wi*hin the automotive industry were also influenced by the fact
that there were enormons differences i the volume of production, technologicel
level, availability of qualified staff and experience in ranufacturing and busgi-

nees management,

148. To conclude, we should licte to gay a few words about a very important
factor, ever prusent in the search for solutione to the mars of problems arising
in the relationships between urdertakings in the automotive industry. This is
the question of the price of paris, sub-assemblies, etc., and the price of the
finished product., Throughout the¢ period under consideration, related indus-
trial undertakings insisted that their rzal costs of production should te ac—

kncwledged and a certain percerntage of profit added to determine the price,

149. Obviously, acceptance of such ideas on the price structure implied accep-
tance of the cocts involved in ubeolete technology and out-of-date organization

of production methodr; it created a complacent attitude about sales, for if the

costs were "recognized", competition no longer mattered,
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150, Acceptance of such ideas would have a negative influence on the devel-
opment of the product, even as regards its iaprovemcnt and modernization. The
automobile manufacturers took the view right from the start that prices should
be determined in two ways only: lirct, Ly the rree operation of the merket -
market prices. In so far as there migh' be only one meanutacturer of a parti-
cular part, sub-agsembly, etc., on the Yugosluv market, consideration of the
market price would have to take 1uto account international prices; Secondly,
on the basis of the proportion of l¢ labovr-value in the monufacture of the
particular part. in proyortion to the labour-value ir the corstruction of the
complete vehicle., ~he manufacturer's iechnolopy would be uged as the basis for
the comparison. 1f the cub-contractorts tcchrolegy was on the same level, the
relationship would be normazl, If the cub-coniractor's technologcy was relatively
infericr, he would not be in 2 position to cern hie expected profit. de would
therefore be obliged to improve his technology. If, however, the sub-
contractor's technology was more advanced than that oi the vehicle builder, he
gained an excess profit, and this prouptec the vehicle builder to speed up

development of his own technology.

151. A great dJdeal of troublu wer talen to get L!cse points of view accepted

by 2 number of automobile builders and some of the suh-contractors.,

152, “he solution to the wrcblem of price determinaiion has not yet been found

and the basic conditions for cettling so complicated and delicate a question

will only be created by the application n¥ the principles of the Economic Reform,
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V. DEIVILODMTNT OF T4 AUTOMOTTIV™ INDUSTTY [0 1965 TO THN
PRISINT TOL AND ITS MUTURT | n0S TS

Wconomic heform and its effects

153, On taking into consideration world .conoms o oand vcticularly, industrial,
trends: scientific and technological acraeveue ts avd their application to in-
dustry on the one hand, and on the other, the nolitical concept of the co-—
existence of different social and solitical sy3tems, the followting line of
reasoning emerges:

(a) Yugoslavia, though a relatively small country, with a corresponding
market, cannot in nresent world technical and sci..tific conditions,
and confronted with contemporary technological dynamism, mechaniza-
tion, tecinical and other innovations characteristic of the s ace
age, stand aside and remain isolated from these hapovenings;

(v) Coinctdunt with the asplication of the rolitical principles of
active co-existence and tine adoption of rules to govern relations
between nations and governments with different social systems, it
is inevitable that there should be economic, financial and technical
co~-operation between such countries;

(c) Collaboaration between reonles and governments is bound to lead to the
form=tion of a single world market influencing economic and other re-
lationships. Following u, these ideas, the ccnclusion was reached
that the success of the "conomic teform 1n Yugoslavia should enable
our country to take its )lace in the international market.

154. Ve may say without fear of exapperation taat tie Yuroslav economy has
given proof of the desirability of such a course. 't must not be ifmored that
aocession to the world market must mean a somewhat selective ancroach to

industry.

155. This means that undertakings in which ihe conditions and nroduction plans
are not such as to enable them indenendently to put into nractice the principles
of the Reform must integrate with other undertakings in their branch of industry
to do so. Otaherwise they will have to change their production nrogramme or

simply fail.

156. The basic srinci.les of the ‘conom.c "eform are:

(a) Yugoslav industry must take :tg nlace in the international division
of labour to ensure its own existence and future progress.

(b) Tte activities must conform to the laws of economios, profitability
of production being the srimary concern.
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(o)

(4)

(o)

The customer-merket reiationship will Legin to act more freely and vigorously
on domestic

157. To bring the -rinci.les o1 the Tconomic leform into operation, the
National Assembly and the Covernment have promulgated a whole set of legislative

acts and decrees dealing with:

(a)

(v)

(o)

(4)

Domestic industry can be nrotected only to a limited degree, no
more than in the develoned countries. The policy of reducing

protection 18 being put intc eifect by stages, praduated to the
canacity of each i1ndustry to anply the principles of the "leform,

Liberalization of im orts to meet market demands, thus »roviding
comsetit:on with demestic 1ndusiry 80 ag to stimulate 1ts speadier
develo;ment and enatle 1t to bhe competitive on both domestic and
forei,1 markets,

The natimal currency - the dinar - should become convertible within
the more 'r less near future, and .mport and exoort vroblems will
then assume ar entirely new im_.ortance,

roduction,

The tankins g:stem. The banke are no longer to be government bodies
for the distribution of money, but independsnt organizations. The
other national undertakings are to narticinate, with their resources,
in founding banks, and 18 members of their Txecutive Committees, to
take sart in thelr management.

The credit system. Credit provided for borrowers must become dearer.
The aim 18 to compel undertakings to take steps, in the first place
within and 1n resnect to the market, .o ensure a higher co-efficient
in t .e monetary circulation; 1.e., to achieve larger turnover with
more limited liquid resources.

The currency system, ermittiin, tuc unrestricted im»ortation of re-
production equinment and other sunplies for industry, even though the
same articles may be manutactured witnin the country. iy this means,
it 18 ho»ed to encouraye domestic oroducers to intensify their
efforts to achieve price and guali.y standards, and punctual del-
iveries, to maich tneir foreign cometiiors.

Obviously, imiort restrictions cannot be abolished at one blow. Over
a specified neriod, comoletely unrestricted impnrtation will apply
only to some catepoiies of roods, with sartial restrictions on others.,
F'or some branches, a1 system of reneral licences has been established
for imvorts of _.arts, sub-assemblies, etc.

An act dealing with the intepration of the canital of naticnal under-
takings has also been issued; 1ts object 13 to bring into association
the organizations concerned belonging to the same branch of industry,
what we call a "horizontal association” (between the manufacturer of
the finished ;roduct and related industry), or to associate several
branches ("vertical association”), e... the iron and steel and auto-
motive industries. This act also regulates financial and manufactur-
ing co-operation between domestic and foreisn undertakings, and the
participation of foreigm capital in Yuposlav undertakings.




sy

ID/WG, 1 /10
Page 4 -

158. These acts and deorees and other regulations issued during the period
have substantielly changed the onerating conditions of the Yugosiav economy in
general and industr, in particulasr. The undertakings are stimulated to re-
examine in detail their .roduction ,lans and utilization of cavacity, to study
the level of technology reached and the orinci les of internal >riganization,
the use made of 1investments, organization of ales and purchasing departments,
marketing, etc. Yugoslav industry 1s at this monment foing through the nrocess
of setting to work the principles of the Jconomic ,leform which i8 in full
swing.

"ffects of the Tconomic teform on
the automotive industry

159. In the preceding jages, we have outlined the dimensions of the motor

and vehicle industry in Yugoslavia se aritel - for commercial and private
vehicles, its production lans, rarse and capacity, and we heve described the
early stages of its develo ment (1)95-1965). ‘e can now five some considera=-
tion to current oroblems and the paths to be followed in the future in the
light of tie effects of the lconomic teform on this branch of industry.

Annex 2 contains a table of annual vehicle rcgistrations and Annmex 3 a table of
annual vehicle production in Yu;oslavia. ‘e shall now explore the effects of
the “conomic “eform, first on the production of commercial vehirles and, next,

on that of rivate cars.

(a) Iffect of “conomic .eform on the production of commercial venicles

160, The effect of the “conomic .teform on the manufacture of commercial vehicles
was in the first place 1ts imuact on the problem of sales, as the nurchase of
lorries and other similar vehicles was poverned bv a novel and nurcly economic
logic during the neriod of serutinizing the rofitability of investments and

the more effective use of workin: ca-ital.

161. Since the serial yroduction of comucscial vehicles in Yugoslavia 18 only
two or three times less than that of the birzer Juropean manufacturers of such
vehioles, the problem of enlargin: capacity is less urrent than that of reducing
oosis through the application of advanced technology. To achicve economic pro-
dauction, the links with related industry need to be organized, undertakings

integrated and collaboration with foreigm counter arts cstablished.
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162, T“xportation of these vehiclas to external markets is a matter of special
importance. The first thing is to regulate the connexion with the licence con-
cessionaire in the form of a "vartnershi)»™: to apuortion the production range
and propramme, agree on the conditions for “resentation on the partners!

domestic markets and on foreign markets,

(b) ffect of the Teconomic .leform on the production of private vehicles

163, The situation 1is different in respect to private vehicles, production
capacity is much smaller. OSerial roduction of each model is limited and in-
sufficient for the annlication of up-to-datc technolopy. As the cost of manu-
facture is high, the selling price »n the domestic market is not competitive
with that of the foreigr maker, and does not vrovide a marsin for accumulating
adequate resources for investment in future expansion of the private vehicle

industry.

164. There is also the question of meeting market demand: the Yugoslav market
potential is estimated at 100,000 cars a year, while domestic production at

present amounts to some 50,000 units a year.

165. A separate vrotlem is the range of models and research on new ones, as
the Tconomic :leform has nroclaimed liberalizatio: of imports and private ocars
are already being brought in, and the local customer is in a position to choose
what he likes.

166. The links with related industry call urgently for organization, not only
in respect of price, quality and regular shased supply, but also because foreign
makers are busy introducing their products to the Yugoslav market and getting in
touch with representatives of related industries to make sure that there will be

enough currency available to buy their cars.

167. These relationships would not have caused any uneasiness in the domestic
automotive industry 1f they had not bcen based on mere contracts of sale, aimed
at striking the international nrice level, while making no simultaneous pro-
vision for the cavital investment necessary for nroducing at such a price. What
happened was that the Yugoslav undertakings manufacturing automobile parts found
they were exporting without making any profit - or even at a loss; all this for
the purnose of getting the necded foreisn currency, and while trying to cover
the losses by selling the same parts to the Yugoslav manufacturer at a higher

price,
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168, In cases where long-term contracts between the Yugoslav supplier of auto-
mobile parts and his foreign counterpart are based on sharing the manufacturing
programme, making provision for joint investment, technical assistance and other
vital factors, so that the domestic suntlier 18 in a 0sition to manufacture the
range of narts at international nrices, and at the same time able to supnly the
Yugoslav manufacturer, the latter is by no means adovting a nefative attitude
towards such co-ojeration. The Yusoslav market will always be able to absorb

a certain quantity of -articular tvoes of foreisn cars.

169, DProduction and financial ch-o0eration with foreign manufacturers, and
capital investment by the latter in domestic undervakings, is much more urgent
in the privatc car industry, than tor other tv.oes of aatomobiles. A contribu-
tion 18 expected from such ~o-nseration to hel: the domestic industry to

develop in the conditions created by the .conomic .teform.

(°) Effect of the Tconomi- .eform on the manufacture of sub-con‘racted parts

170. Related industries will be affected more profoundly by the measures pro-
claimed in the "conomic eform. ‘e .resontatives of tnese industries, if unable
to join in the international division of labour, will 1inevitably have to

adjust to the fact that they will have to meet cometition from another manu-

facturer of the same parts, either domestic or foreigm.

171. The process of interration, 1nevitable in the conditions created by the
Tieonomic .eform, will be accelerated and take new forms, more asvropriate for

putting into effect the princirles of the ‘eform.

172, "uite recently, a grouving »f the producers engaged in the manufacture of
the Zastava private and commercial vehicles has been effected. The manufactursr
of the Zastava automobiles, as we know, is the ted Banner I'lant, Kragu jevac.

The group is called the “community of -roducers sharing in the manufacture of

Zastava automobiles” and its nrimary aims arc as follows:

(a) Technical and economic analysis c¢f each member-undertaking or group
of members cf the Community in order to srovide for their participa-
tion in the international division of labour; examination of the
possibility of nutting into operation other economic principles of
the .ieform and steps to be taken for that nurpose,




ID/Wa.13/12
Page 46

(b) Determination ui methods for calculating prices, taking market
price and the basie of international prices as the starting-point.

(6) T™stablishment of the princivles governing mutual relationships, in
the first place in respect of synchronized and continuous suvcply of
spare parts, after-sales service, conditions of guarantee, salz of
spare varts, etc.

(d) Tstablishment of the princinles of joint selling, exporting and
importing.

(e) Agreement with one or several banks on the methods and conditions for
financing 8imple and multiple reoroduction, etc,

173. These nrinciples are implemented through the conclusion of annual contraots
betweer the members of the Community; there 1s no interference by the latter as a
body in the direct negoliations between the undertakings concerned, or in their
right to self-management. An’ member-undertaking that could not or was unwilling
to apply the agreed »rincinles would be eliminatel making wa» for another manu-
facturer of tne same part or set >f narts; or the vehicle builder could import
the parts if necessary. I'n this way, a sort of selection procedure is set up,
a very important and at the same time very difficult point in developing
countries, especially where there is a socialist system., At the moment, the
Community in question 1s just starting up and 1f the basic principles can be
successfully brought into oneration, other grouys in the automotive industry

will be able to follow its example to overcome the problems raised by the

Toeonomic ‘leform.
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VI. DUVELOPMINT PROSPTCTS FO ! THT AUTOMOTIVE INDUSTRY

174. Looking at the competition on the domestic and foreign markets, and
taking into account the general situation of private car manufacturers through- |
out the world, we must acknowledge that tha private car indusiry in Yugoslavia
is in a very serious position and tiat its expansion calle for new methods.

For this reason we are concerned to clarify the details of the vproblem.

175. ‘*“hile examining the develsment mrospects of the private car industry,

we Bhall at the same time be throwing lisht on the commercial vehicle industry,
though, of course, ampects specific to commercial vehicle manufacture must be
borne in mind. ''ith respect to related industry, 1is develorment is closely

bound up with that of the automdrtive industry in ceneral,

176. We are in the presence of hectic srogress throughout the world in the

private car industry. Competition 1is becoming fiercer and fiercer. T.ie appli-
cation of the most up-to-date technolo¢y has come to the point that the struggle
to sell cars has meant the formation of a few froups of manufacturers who, thus

united, have a better chance of holdins their own.

177. The Yugoslav citizen cbservings the trend in the world automobile industry
may well ask: what can our automobile industry ook forward to, in view of
present world trends, especially in the conditions created by ocur Tconomic

Reform?

178. At the present time, there is one nrivate car manufacturer in Yugoslavia

and there are two other undertakings assembling private cars and manufacturing

a few parts.

179. The production capacity of The ied Banner “lant automobile factory

reached 54,000 units in 1967 - a figure that speaks for i1tself. Such a volume

soarcely vermits the application of a modern technology, the cost of manufacture

being such that tihe selling vrice cannot noes¥ibly be competitive on local or

foreign markets. During the twelve years the Kragujevac automobile factory has
been in existence an extensive network of manufacturers of oarts, sub-assemblies,

etc., has been set un, at Jresent some 70O undertakings, which are official sub-

contractors of the automobile factory. If we take into account other suppliers

and oontractora working for the sub-contractors themselves, we should get a

figure of some hundreds of undertakings,
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180. The after-sales service, represented by general agents, independent
services and authorized dealers, includes at present some 80 organizations, and

there are 29 sales organizations active on the Yugoslav market.

181, As things stand at the moment, and in view of the characteristic trends in
the world automdotive industry and the need to get the Tconomic “eform estab-
lished in the automotive field, The led Banner "lant, as the leading car manu-
facturer in Yugoslavia, is obliged to sort out its ideas about future develop-

ment without any delay.

182, The question is whether, in the oonditions prevailing in our country, an
increase in serial production to 150,000 - 180,000 or even 200,000 units a year
could be the answer to the situation and next, whether that would make it
possible to conduct a reasonably independecnt onlicy on the domestic and foreign

markets.

183. Looking at the development of the automobile industr; in the last twenty
years, the conclusion is that nowadays international competition is such that
the production of 500,000 units a year is still not sufficiently profitable for
a manufactureer to meet competition easily. Some claim that in the present con-
ditions, only a production of 1,000,000 units a year can be regarded as a basis
for a more or less independent olicy. 'n fact, if we think in terms of the
number of vehicles to be built from parts manufactured, series of 150,000,

180,000 even 200,000 units may not sd>lve our problem.

184. The solution is to be found in industrial co-operation within the frame
work of the international division of labour. [n the conditions existing in
Yugoslavia, the series of varts manufactured must considerably exceed the num-
ber of vehicles to be built: not all tlie comnonent parts are manufactured
within the country and we must look for a division of the nrogramme between the

counterparts concerned in two or more countries.

195. Therefore, we coneider that our automobile industry can find a way out
in industrial co-operation witi forei,n plants, based on "partnership" and

appropriate contracts.

186. According to the data nroduced by the MIF-ICFIU, when they met at Turin,
18/19 December 1965, there are nineteen bi, and thirty-nine smaller manu-

facturers making up the world automobile industry (not counting the sooialist

{
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countries); a substantial number have already amal gamated (Volkswagen - Auto
Union, Citroen-Panhard, ‘ennault-leugot, BMW-Clas, BMC and the smaller British
automobile manufacturers, e¢tc.). I'ore and more, grouns of automobile manu-

facturers are being formed in order better 1o face up to comretition,

137. In other words, the Yuposlav private car manufacturer, too, is forced to
belong to a grou, of automobile manufacturers organizing industrial and finan-
cial co-oparation and wroduction on the basis of a “vartnershin' with the mem-

bers of this international grouw.

188, The Tconomic leform, the sbjectives of which arc inclusion in the inter-
national division of lazbour, liberalizastion of foreign trade and convertibility
of the dinar, should create the naecessary conditions for the »~articisation of

the Yugoslav automotive industry in an internaticnal group of automobile manu-

facturers,

189. Detailed studies are being made of this subject, and the matter is not

being left at a purely theoretical stare; numerous mestings have been held with

representatives of the automobile industr, from the last and the “est. Meetings,

negotiations and signed asreements have confirmed theo legitimacy of the concept
referred to., Althoush the discussiong have not vet been concluded and not all
the contracts sismed, the conditions established make it nossible to see fairly

clearly what the future nrosnects arec.

190. Tn this connexion therc are some very advantageous (at first sight)
propositions from a number of foraign firms. lowever, most of these propo-

Bitions lead only to nlans for assembling cars.

191. Some foreigm firms are endeavouring to resolve the problem of selling
their cars through the purchase or a number of paris and aesemblies, etc., from
specialiced manufacturers in Yugoslavia, and some contracts have already been
rade., These transactions are »ut orward as a form of industrial co-oneration,
but if the operations are analysed in detail, it is seen that basically they
are purely trading asreements.

192. Full incornoration of our automobile industry in the international div-

ision of labour calls for:

e
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A higher level of technology

Long-term agreements between the co-partners concerned

A considered plan for sharing the manufacturing programme
Co-operation between t.ae co-partners' research services

fo-oneration 1n the Tinancial field and rarticipation of foreign capital
on a "partnershin™ basis

Co-—operation in the sale of automobiles on other markets.

193. Tndustrial co-operation 1n finance and manufacture with foreign firms
creates not only the conditions for large serial »rnduction, but also opportuni-
ties for the exchange of expceriences between project and research services - a
very important oint in the contemnorary develovment of the automobile industry -
and also the exchany o of technoloeical ex/erience, which 15 fuudamental fer the

reduction of manufacturing costs.

194. It is not sufficient for the parent factory alone to be engage d in
industrial co-operation with the foreign firm; it is absolutely necessary to

include related industry.

195. Obviously, the related industries too must oe prepared for a measure of
division of labour, as i1s the parent factory. 1In the course of this procedure,
the 1dea of a "nationai” car, “national industry', etc., must be eliminated.

The division of labour must be aciieved through industrial co-overation, col-
labora.vion in manufactuaring and finance, “partnership', always in conformity

with the laws of economics and the influence c¢f the market.

196. Our imvressiom is, in the light of Vugoslav economic policy, that our
country's automobile indusiry should nut itself forward as a united group for
its inclusion in the international division of labour. The time has come to

effect the integration ol automobile manufacturers and their sub-contractors.

197. This integration might take the form of a consortium or other suitable
partnership system. The conditions for the expansion of the automotive industry
in Yugoslavia, which are imyosed by the Tconomic ‘eform and by the general trends

in the "uro-:zan automobile industry, will thus e created.

19€. The manufacturers of narts, gub-assemblies, elc. must understand that such
a process is 1inevitable. Tt must be understood, at last, that there is no such

thing as a Yugoslav price, or a s)ecific quality; there are only international




ID/WG.13/12
Page 51

prices, international quality and international competition. It is a mistake
to believe that any manufacturer whatever can stay on the market with existing

prices or productivity or with technoloyy as anuvlied today.

199. There is on=2 nore question to be discussed: whether Yugoslavia needs
several automcbile manufacturers or not. The answer to this question will have
to come from the market, but we consider that our market potential is not such
as to be able to-absorb a wido range of cars of the same catepory and that there
would also be the problem of oroviding after-sales service for the customer,

8pare parts, etc,

200. For this reason we think that ncw is the time to initiate discussions on
the question of co-ouveration belwecen all the domostic automobile manufacturers
and the co-ordination of their activity. Tt must not be forgotten that this
will call for substantial investments and the concentration of qualified staffy
the automobile industry is a comolicated branch of industry and of primordial

importance for the economy of the country.

201. The increasing interest ot toreign firms in the Yugoslav market is
entirely comprehensible at the rresent moment, with the campaign for larger

pales at its height,

202. There is no ,oint in harbouring the 1llusion that an increase in the
number of foreign counterparts' asgembly lines and tyves of cars of the same
category might resolve the problems implicit in the Tconomic Jleform. The funda-
mental answer to the problem of the Yugoslav zutomotive industry must be: pro-
ductivity and nrices on a par wit1 the inicrnational level and higher profita-
bility. This means that we should not try to sgolve this i.portant question by

measures of a commercial naturec.

203. Now returning, at the end of our paper, to its subject: 'Establishment
and develonvment of the automotive equipment industry in Yugoslavia", we must
emphasize that the 1rogress of related industry is closely bound un with that of
automobile manufacturers and their inclusion in the international division of

labour.

204. The problems considered in this paper deal, in the first vlace, with the
relations between automobile manufacturers and their sub-contractors. Theee re-

lations and associated problems have reflected the development of the country's
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economic system. The development of the automotive induscry in general, de-
pends in large measure on the happy solution of the relations between the manu-
facturer and his sub-contractors., The quesiion ol the relations between the
automobile manufacturer and sub-contractor involves a conflict of ideas and
different noints of view: srould the industr; develon in accordance with the
laws of economics, the law of the market, aiu crdeavour to apply a system of
organization and tocchnology cnabling it *o match ‘h~ international price level?
Or is it to remain in its present state, basing its prices on the actual cost of

manufacture?

265. The automobile manufacturcrs st-rted off with progreseionist ideas; they
wers the sole risk-bearers. They provided the guarantees, and had to face the
foreign comvetition. ihe sroclumation at the Teoncmic .eform has contributed to
bring the ideas of the automobile menufacturers to the forafront. 'e consider
that the near fuiurc will give a much more poweriil impulsion to the develon-
ment of related industries, nou that .olemisc on the nolicies to be followed
have terminated and an effort has clrcady beon made to get together and unite

the energies receded for more ranid nrogress.

206. “e sincercly hope that the axoeriences, proposals and oninions set out
in this papsr will Liave 2 broader cigniiicance w.l poove useful to developing

countrics f:reins similar problema.

207. Tt ie not easy to acquire cne's own nxp.rieace in establishing a new
branch of industrr, even w'ti the krowledge of the eaperience of cthers. Tvery-
where and almosl alw-ys. in spite of <.z 1f, desirec aa1d not possibilities are
tne starting point. And it is only in the covrse of practice, the hard way,

that one arrives ot th~ real truth, someiimes so simple and so clear.

208. Ye Lnlicve also taat the success of the cutomoiive industry in Yugoslavia
depends on the implementation of the Ticonomic inform; and for this reason all

the progressicnict furces in this branch of industry ars determined that the

Reform shall succeed.
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automobile industry

1 Fabrita motora (FAMOS)
2 1ll. Oktomvrl
3 Autokaroserija
4 IKARUB
5 VA
6 Il.ductrija motora (IMR)
7 KOMPRTSOR
8 Industrija motornih
vozil (IMV)
9  AVTOMONTAZA
10  AUTOKAROSTRIJA
11  SAP
12 Poslovne tehnicka
garadnja (CIS)
13 ISKRA
14  SATURNUS
5 RUDI CAJAVEC
16 21, OKTORAR
17 Industri ja precizne
mehanike (IPM)
18  RIKARD BINCIC
19 PITAR DRAPSIN
a

in Yuroslavia 3/

Headquartoers

Sarajevo
Skopl je
Zayreb
Zemun
Pancevo
Rakovica
Belgrade

Novo Mesto

L jubl jana

Novi Sad
Ljubl jana

Ljubl jana

Kranj

Ljubl jana
Banja Luka
Kragujcvac

Beograd

Ri jeka

Mladcnovac

Diesel engines for lorries
Bus bodies

Buses

Bugces

Special vehicles

Diesel engines and tractors
Repairs

Lorries, special vehicles,
mini~-buses

Buses, bodywork and heating
apparatus

Busce
Buses

Instruments, accessories,
lightiny equipment, filters

Enrine fittings

Lighting cquipment
Instruments and acocessorica
¥ngsine and vehiele cquipment

Injection pumps and carburet-
tors

Injection pumps
Piston rings, grey iron caste

ings, light metal forgings and
stampinss

Data taken from the booklet The Automobile Inductiry of Yuposlavia in 1967,

published by the Motor Manufacturers Bureau, Bclegradc,
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Manufacturcr

20 27. MART

pl  Tovarna avtoopremc (TAP)
02 Industrija luzaja (ILK)
23  FADIP

24  SO0KO

75  Mitrovacka industrija

ventila (MIV)

26 STROJNI DELAVUICS

27 JOZ! YTRENCIC

28  TELEOPTIK

20 TORPEDO

30 FAD

31 ATNOS

32  AUTODUBRAVA

33 AUTOPROMET

34  AVTOILEKTRO

35 AVTOPREVOZ

36 BOROVO

37 BRATSTVO

38  DJURO SALAJ

Hsadggggtere

Novi Sad

Ptuj

Kotor

Bocej
Mostar
Sromska
Mitrovica
Ptuj

Ormog

Zomun
Ri jeka
Gornji
Milanovac

Maribor

Zagrchd

Nis

Tolmin

Tolmin

Borovo

Novi Travnik

Nis

Product

Pigton rings, cylinders, groy
iron castings

Vehicl. cauipnment

Plain hearinges, sleeves and
bughinrgs for internal combus-
tion ensines, COMPruasors and
machines

Likting cquipment

Universal joints and stoering
gear

Valvee for internal combustion
engincs

Rubber items for vchicles

Stampings and parts in plas-
tic matcrials

Inctruments and accessorices

Industrial dicsll engines and
vchicle englnes

Automobilc parts
Miscellancous parts for auto-
mobilcs

Special bodywork

§pecial hodyvork

Sparking plugs and clectrical
items

Spccial bodywork
Tircs

Caterpillar iractors, forgings
for vchicles

Aluminium and aluminium alloy
parts, mouldings’
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e

ufacturer
TLMA
FASRIXA AMORTIZIRA
FABRIKA VAGONA
PATIOB
FIAZ
FRAD
Industrija
finomchanicarskih
aparatoy (IPA)
I
INDUSTRIJA 87TAKLA
I5KRL

ITAS

JELo

KARCS™RISY
KARTORAZA

Kovasika industrija
LOVANIGOL ORODJA

KREIK
LML
LARLT

LIVNICA ZRLJENA
1 ™I

RARIBORIEA LIVANNS

Headquartoers
Crnuce
Pristina
Kral jovo
Surdulica
Prokupl 3¢

Alcksinac

Cul jo

Bod rred:

Panc. vo
Jove GCorioa

Kocavl jo

Wari bor

L bl jana

al jove

Sagred
Kikinda

Fagi dor

ID/WG. 13/ 1.
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Page 3
Product
Pusc boxes
Shock absorhers
Leaf gprings for vehicles
Brak. and cluteh linines
Trake and clutch lininss

Wlements for cil, air and
peirol filtore, lval oprings

Piping fcr fucl and heat
sonductor:

Ball and rollcer-bearings
Saf.ty las: for automobilus

Tlectrical oquipment for
automobil.e

Trailcrs, somi-trailors and
zpucial trail.ors

Btucl forvines

Brak.s and cluteh linings,
gaskots

Special bodyuork
Tubcs in cardboarde

Dio=stampings and ongincors
tools

Battorics
Pastening devices
Chains

Iron castings, wrought iron
work

Non-forrour stampings and
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Manufacturcr

60 MILOJ® ZA%IC

61 MUNJA

62 1NOVA OPRTMA

63 NOVOSADSK/. FABRIKA
KATILA

64 OBRTNO TORBARSTVO IN
SEDLARSTVO

65 Orotiks

66 18, NOVUMBAR

67 PANONIJ.L

68 PROGRES

69 PRVA PRTOLETKA

70  PRVI PARTIZAN

71  REKORD

72 RIS

73 RUEN

T4 SAVA

75 OLOBODA

76 TAD

77 INDUSTRIJA FILCA
1 GREBZNA {TATKO)

78  TTHNIKA

79  TEHNOGUMA

80 TTHNOSTROJ

Headquarters

Kruscvac

Zarreh
Slovenj. Gradec

Yovi Sad
Maribor

Oroslavl je
Orahovac
Murska Sobota
Raska

Trstenik
Titové Uzicc
Rakovica
Zagrch

Koceani
Kranj
Topola
Bjclovar.

Prokupl je

Kula

Batocina

Ljutomer

Product

Tircs, articlus in agglomera—
ted rubber

Batterics (Lead)
Scats nnd scat-trim

Tloetrical wiring and cablces
Scats and leather work

Canvas 1tilts
Itoms in plastics
Forged toolcs
Boltc, nuts otc.

ydraulic and pncumatic
cquipment, chock absorbers

Valves and sinterized metal
parts for vchiclur

Ttems in rubber for automo-
bilcs

Itcms in rubbcr for automo-
biles

Partc for automobiles

Tircs and rubber items for
automobilcs

Castings
Silentblocs for automobiles

Anti-noisc insulation

Screcn-washors

Itcms in rubber and plastic
for automobilcs

Trailcrs




81

82

83

84
85
86
87

89
90

91
92
93

94

95
96
97

Manufacturcr

TESHILKA

TIGAR

TOVARNA TMAJLIRANE
POSODE

TOVARNA UGIIJA
TOVARIA VTRIG
TRUDBENIK

TVORNICA MASINSKIH
DILOV. (TMD)

17V BORIS KIDRIC
UDARNIK

UNIVERZAL

UTENZILIJA
VITOJEVAC

VOZILA GORICA

ZASTAVA

ZAMPRES
ZELEZARNA STORE

ZZLEZARN.A RAVNE

Headmuartors

Medvode

Pirot

Cel je

S8lovenj Gradac
Lesce pri Bledu
Dobo j

Novi 3Sad

Maribor
Veliko Gradiatc

Ban ja Luka

Beograd
Vrnjei

Sompetar nri
Gorici

Knié

8vilajnac
STORE pri Culju

Ravnc na
Koroskem
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Product
Caskete, filtoer cloments,
clutch lininggs, rinions and

stampingu

Tirc¢s, items in rubber, foam
rubher

Chassis and vhecls

Upholstery for scats
Chains for vchiclus
Accessorics, cnarking plugs

Bolts, nute, ctce

Bodywork
JAccclerator pedals

Automobile and parage cquip-
munt, hydraulic lifts

Throttl. contircls
Ttums 10 rubber

Trailure, sumi-trailers and
gpecial trailors

Service station cquipment,
tools for vchicluo

Bolts, nuts, cte.
Ircn castings

8tuul forrinegs and castings,
leaf springs
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Year

1938
1947
1943
1949
1950
1951
1952
1993
1254
1999
1956
1957
1958
1959
1960
1961

19¢3
1364
1965

- .
Annex 2
o r————

Annual posistratious ol

V. N1

Hotor-

creles

7,661
10,984
11,398
11,240
11,416

9,254
10,783

2,348
11,893
12,541
15,586
26,424
37,649
54,517
63,766
72,15€
71,005
97,971

102,148
106, 396
112,318

Privat.
cors

13,561
£,614
74195
T,25:
6,455
€,016
By 947
10,171
11,290
12,6:2
14,564
21,570
28, 104
39,002
544257
15,587
T 942
17,534
141, 75¢
136, 319
253y 344

Ny 234
£,141
6,634
7,374
8,227
836

opoeianl

- - o
crel 1k Mwcolovio

Road and
Arricultural

Lorri vohielon tractors
£, 2% - -
13,500 1,170 -
15,783 1,178 -
16,041 1,409 -
16,004 1,395 379
15,322 1,195 366
174957 1,305 302
19,544 1,500 3,038
20,260 1,566 3,870
21,074 1,861 44999
21,11° 2,030 6,134
25,763 24575 4,079
PHL 482 3,075 12,148
31,535 3,519 14,869
33,527 3,984 17,196
324389 4,065 14,081
37,703 4,434 15,887
42,574 5: 057 16,868
4R, 902 6,021 17,598
57,660 6,663 19,160
70,115 74319 21,274

8/ IData from the Yugoclar Statistical Yearveoks
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Annox 3
AnieXx 3
Anrual production of sutomooiles in Yuwsroclavia -/
Lorri o anc
Private cmacial Hotor—

z_?;a,__z; Cors Buces _veateles ayeles M
1947 - - 2 - 27
1948 - - L13 - 113
1949 - - 535 - 535
1950 - - 826 - 826
1951 - 36 787 - 823
1952 - 41 654 - 695
1953 - 75 1,329 - 1,404
1954 - 114 1,651 - 1.765
1955 760 239 24450 - 3,449
1956 990 426 2,765 3,421 7,602
1957 3,088 666 3,459 13,060 20,273
1958 2,936 671 4,089 8,202 15,595
1959 4,431 511 416 24,530 33,188
1960 10,461 196 4,564 41,414 574335
1961 14,999 829 9,476 37,151 574009
1962 13,125 2,144 6,454 31,966 51,6091
1963 20,923 1,823 74975 43,113 134834
1964 27,854 2,362 3,001 4k, 145 87,439
1965 35,880 2,287 9572 48,774 245913
66 3 1m0 9ou anals n,
TOTALs 2Ty 3P4 15,104 75, 357 348,700 11,764

Data from the bocklet The Yurneluv Automoiile Industry 1967,
publiched ry the liotor Manufacturerz ureau,

y Provizional figures
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