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nersl terms about the development of industry in
Yugoslavia, it may be said that it has had, in the post-war per-
104, a single course of development and that Yugoslavie has been
guided by one concept of industrial development., Yet, this does
not mean that there were no changes as far as the trends and meth-
ods of that development are concerned, Certain changes of greater
or lesser importance did occur, because trends and methods always

depend upon the national economy and ite varying needs.

1. Speaking in ge

2, The basic factors upon which the trends and methods in each
phase of iniustrial development depend are - the attained level of
developaent of productive forces, primarily in industry, and their
gtructure; natural weal th} productive potential of the populationj
possibilities partivipatian 4n the international division of
labour; as well the prevalling production relations. The better
these oonditions , the faster and easier it 18 to solve the
problems' of imdustijjal development and vice versa.

) : ,
5. 1f we ooni‘ro t oo;\\nt‘lonn of industrial development \n Yugo-

slavia with those in other develolring countries, as well as the
trends and msthods of this development, 1t may be said that they

are in a ocertain sense specific.

Pirst, the posi-war planned development of the Yugoslav industry

[ooo
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started at a level which was higher than in many other developing
countries. With a per capita income of 180 dollars per annum in
1947, Yugoslavia was appreciably above the majori ty of developing
countries in the post-war period, which, taken as a whole, had, in
1955, a per capita income (gross domestic product) of 119 doliars
and, in 1962, of 136 dollars.

Yugoslavia‘s transition to a socialist social syetem and the natio-
naligation of basic means of production resulted in the creation
of conditions where a considerably larger amount of income ocould
be spent for productive purposes and where it was easier to orient-
ate economic resources towards branches and capacities ensuring the
fastest economic growtk:.

At the time when Yugoslavia set out on the road of planned develop-
ment of the ecomony, it was predominantly an agricultural coun-
try. The industrial capacities were able to employ 325,000 people
Or only approximately 5% of the active population. Small enter
prises predominated. Particularly poorly developed was the indus-
try of means of production. The industry of consumer goods was
ROre developed and the personnel employed in this industry had a
certain experience. Howver, production often had a handicraft
character. Industry was concentrated in a small number of centres,
while outside these centres only mining based on local raw mate-
rials was developed. Such a base determined not only the possibdil-
ities but also the trends and me thods of industrial development.

As far as natural resources are concerned, Yugoslavia, as other
developing countries, disposed of particular advantages in eer-
tain economic branches, such as power, non-ferrous metallurgy,
timber industry and agriculture, as well as favourable condi-
tions for the development of tourism and international transport.

Baglo general trends of industrial
development

4. The fact that the level of industrial development in Yugosle~
via was relatively low and that its eoonomic and industrial
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structure, as well as structure within industrial branches nmanufac-
turing means of production and consumer goods, was unfavourable re-
sulted in the rapid growth of industry becoming ore of the charac-
teristics of industrial development of Yugoslavia, but a growth
that amounted at the same time to o ww
In other words, such a development has led to an increase of the
share of industry and other non-agricul tural branches, where a con-
siderably higher productivity is achieved,in the iotal production,
with a sinmul taneous change of the structure of industry 1itself.

5. Owing to such an orientation an important industrial develop-
ment has been achieved in Yugoslavia during the past two decades
and a productive potential ensuring a rapid development in the

future as well, has been built. The industrial output in 1965 was
£.2 timee Digher than in 1947.i.e. 1t was growing during the last

18 years at an average rate of 10%, while the annual increase of
industrial output in the period 1919-1938 amounted approximately
to 2%,

6. As a result of the fast growth of indusirial outout, the share
of industry in the pational incope increased considermbly, which

Bay be seen from the following table:

Iable )
Siruciure of the natiopal incoms of the total
2CONORY by soctors of sconomig sotivity
(1962 prices)
in ¥
1947 1956 1960 1964
Total 100,0 100.0 100,0 100,0
Primry 44.8 31.9 29.5 23.1
- agrioulture 40,8 29.8 28.1 21.8
Secondary 39.6 47.5 49.1 53.9
- ind\‘l!tq 2‘09 3506 3709 ‘200
Tertiary' 15.6 20,6 21.4 23.0
- mmort 5.0 607 7.1 607
+ Only productive servioces.
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Source: Social Plan of the Social Development of Yugoslavia from
1966 to 1967,

7. The fast development of the industry resulted in radical changes
in Mmmmum In 1965, the numbver of
employed in industry and in other productive branches was almost
3.2 times higher than in 1947, and in the industry alone 4.3 tines.
This changed the ratioc of rural to urban population from T77:23 be-
fore the war and from 67:33 in 1948 to 49:51 in 19611), whereas dur-
ing the last decade before the war, this ratio did not pmactically
ERERgE undergo any change. The fastest increase in the number of
the employed in the post-war period was of those who work in in-
dustry. It rose from 28% in the Yotal number of employed in 1947

to 38% in 1965. In the seme period, the productivity of labour in

industry increased at the average annual rate of 3%,

8. Speaking about the trends of industrial development, we have

in mind, among other things, Mﬁmnn__immes

Although each economic and thus also indus trial branch has its
importance and exerciges 1its influence upon the normal flow of
the economic life, yet this importance and this influence are not
equal. The most favourable orientation was not to choose those
branches which were momentarily the most profitable ones, but
rather those which are of greater importance in the long term.
Therefore, in the post-war industrial development of Yugoslavia,
for several years priority was given to a number of branches pro-
duocing means and instruments of labour.

The orientation towarde®more rapid development of a number of
branches producing means of production was of particular import-
ance primarily because these industrisl branches provide a founda-
tion for the industrial transformation and electrification of the

[ [+ ich, for its part, renders possible a rapid dev-
1 ¢ ratio is given for the years when population censuses were
taken.

/ono
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elopment of the entire economy and a progressive alteration of
its structure. The inherited industry had nei ther the possibilities
to provide for « more eomplete utilization of Yugoslavia’s natural
advantages nor tc ensure a further rapid development of the eco-
nomy. No transition from a stagnant economy, such as it had been
in pre-war Yugosiavia, to a faster industrial development could
be achieved without giving priority to a number of industrial
branches manufacturing capital goods. Such an orientation had
also to be taken in order to avoid such problems as imports of
machines, raw materials, power, etc, On the other hand, it is
well known that the import capacities of an industrially underdev-
eloped country are rather limited.

9. The scope of changes in the structure of industrial development
is illustrated in Table 2:

Table 2
1 of 1 0 t Yugos a
1939 = 100
Groups and Subgroups 1947 1952 1956 1960 1965
Industry total 121 165 267 452 748

Groups of products
according to their purpose

- instruments of labour 241 582 971 1789 2850
- industrial materials 113 156 255 406 658
- consumer goods 130 146 230 410 720

Owing to a faster growth of the production of means of production
(instruments of labour and industrial materials) until 1956, their
share in the total physical volume of industrial production had
inoreased consideradbly; however, in consequence of a subsequent
somewbat faster development of the production of consumer goods,
this share was slightly reduced and it amounts today to over 60%

/o-c
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as against 47% in 1939, Such growth and such changes in the struc-
ture of industrial production clearly indicate the basic trends of
Yugoslavia’s industrial developnent., As regards the ratio of pro-
ductionqﬁeans of production to production of consumer goods and
with regard to the industrial potential based on them, Yugoslavia

has come closer, thanks to the changes and developments dux ng the
last two decades, to the Dediup-developed industria) countries and

1s striving towards the creation of an economic structure where
the industrial mode production will domins te.

10, Trends in industrial development are also illustrated by
changes in the field of employment:

Table 3

lnerease of ewplovment in industry in 1965 as
agalnot 1947 and structure of employment acoordips
o branches of indugtry

Number of the Structure of

Branches tonsands) " faployment )
1947 1965 1947 1969

Production of electric
energy 16.7 33.3 5.13 2.39
ﬁ;o%g:;ioﬂ “nd processing 46,2 84.6 14,18 6.06
£§og:§tion 4nd processing 3.0 11.6 0.92 0.83
Perrous metallurgy 21.5 47.1 6.20 3.61
Non-ferrous metallurgy 21.5 47.1 6.59 3637
of monmetatiic minemeiné 5 4.2 L3 3.10
; Metal industry 21,9 266.7 6.72 18.97
Shipbuilding oo 21.8 oo 1.56
Electric industry 3.1 75.5 0,95 5.41
Chemical industry 14.5 67.8 4.45 4.86
Building materials industry 31.7 74.1 9.73 5.31

/oo-
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Number of the Structure of

Branches ey T R L o

1941 1965 1947 1965

Wood and timber industry 17.5 138.5 537 9.93

f Paper industry 4.6 24.2 1.41 1.73

Leather and footwear industry 15.8 47.7 4.85 3.42

[ Textile industry 55.8 209, 4 T.13 15.01

Rubber industry .o 16.1 . 1.16

Food industry 20.1 118.2 6.17 8.47

Tobacco industry 21.0 23.2 6.44 1.67

Printing T.5 34.1 0.67 2.45
Industry, total 325.8 1394.9 100 100

Sources: Industry 1965, Statistical Bulletin No. 412, Belgrade 1966
Economy of the FPPRY in the period 1949-1956, Institute for
Economics of the PPRY, Belgrade, 1957.

The greatest changes as far as employment is concerned occurred

in the complex of the metal industry (metal, shipbuilding and elec-
tric indusiry) where the number of employed increased from 25
thousand in 1947 to 364 thousand in 1965, and the share of these
industries in the total number of the employed in industry rose
from 7.75 to 20.5%. The tobacco industry is the only one where

the number of the employed more or less stagnaved, while itc

share in total employment in industry declined from 6.4% to 1.7%.

11. The results of the trends of Yugoslavia’'s industrial develop-

ment during the last two decades are alsc reflected in very sig-

nificant changes in the giructure of foreign trade and in a con-
'siderable increase of its volume, since the quantity of exports
’//’”'and imports and the decisions regarding the products to be ex-
o changed, whether exports will be mainly composed of final pro-

ducts or raw materials and whether imports will chiefly consist

fooe
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of consumer goods, raw materials or ins truments of labour, great-
ly depend on the level of industrial developme:t.

ng rapid development of the Yugoslav industry resul ted Primarily
in increase of the volume of exports and of the share of indus-
try in them. Our country ‘s example has once again ccnfirmed that
industrialization does not hamper but rather promotes both ex-
ports and imports changing their structure at the same time, The
physical volume of total imports increased, between 1948 and 1965,
by 3.4 times, with industry having the largest share. While, in
1947, the share of industrial products in exports (with non-fer-
rous metals and timber prevailing) amounted only to 29%, it in-
creased in 1965 to 63%, with machines and transport equipment
1.e. items that did not exist at all in 1947 having the largest
share (36%) in exports. Particularly worth stressing is the
change in the structure of exports according to the degree of
finishing - exports of products of a high or ordinary degree of
processing rose from 55% in 1947 to 85% in 1965, and of products
of & high degree of finishing alone from 17% inr 1947 to 52% 1in
1965,

12. Yugoslavia was also faced with the problem of choosing what
kind of industry, what sort of plants, to build, whether to
orientate itself towards capacities censuring higher employment
at a given moment and requiring smaller investments in fixed
assets or towards capacities whose construction requires larger
investments in fixed assets and less labour, i.e. whe ther tg

Anvest in projects of predominantly lower or predominanilv high-
2L organic atructure of resources,

The predominant orientation was towards capital-intensive and
highly productive industry in general, not only in the various
brauches of the heavy industry but in the light indus try as well,
In adopting such a concept it was indispensable to depart from
the faot that the industrial development of Yugoslavia cannot
avolve in isolation from mcdern technu.ogy and its processes and

[eve
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that, without the introduction of such tecuniques and technology,
it 18 of ten impossible to achieve a high level of productivi ty
and often even to attain the necessary quality of production.

However, it was not possible to carry out this conception in a
linear way, namely, to build capital-intensive projects always and
under all circumstances. A Jabour-intensive industry, with a lower
jevel of technology and suboptimal capacities, was built, primar-
ily 4in the first period of planned industrial development of Yu-
goslavia, when, owing to a great shortage of capital and an abund-
ance of labour especially in the undeveloped areas, such an orient-
ation inevitably imposed jtself with regard to the construction of
many projects. Such a development was also dictated by & narrow
domestic market in the first post-war decade, at a time when
placement in foreign markets had a secondary importance.

Today, however, the construction of capi tal-intensive projects
having a high technical level has become a rule, particularly
since Yugoslavia has to integrate itself into the international
division of labour on an as wide a scale as possible. This calls
for the attainment of high productivity, lower costs of produc-
tion and a world standard quality of products.

dus v

13. nggummmw
wm.; ugoslavia orientated 1tself towards the
utilizsation of 1ts own resources. Although lagging behind econo-~

mically, with a low productivity and a relatively small number
of fully employed, Yugoslavia had solved successfully the prob-
lem of accumulation necessary for its industry, however with
great efforts in the earlier years.

With regard to the creation of these possibilities, 1¢ should be
menioned that Yugoslavia emancipated itself from economic de-
pendence on foreign countries and was able to dispose of 1ts owmn
resources, Favourable social and insti tutional frameworks were

[ooe
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set up in the country and the centralization of accumulation in
the hands of the state, supported by price and fiscal policies,
made 1t easier to mobilize economic resources and to channel them
towards branches and capacities ensuring the most rapid economio
growth,

The funds of accumulation for industry, as well as the national
income on whose volume they depended, grew on basis of an ever
better utilization of fixed and working capital, a rapid growth
of productivity of labour as well as increase in the number of
the employed. On the other hand, foreign and internal trade also
began to plq%r more significant role with regard to accumu-
lation.

The predominant orientation towards internal resources of accu-
mulation, based on the growth of productivity of labour, on a
better utilisation of resources and an increase in the number of
the employed, etc., did not mean that external funds could not
play an important rele. Yugoslavia utilised, after the war, re-
latively considerable external funds in the form of loans and
aid, which amounted to 2-10% of the national income in some
years, Yugoslavia utilised foreign funds primarily in order to
import equipment and deficient raw mnterials so as to ensure
industrialisation and above all, the development of the most
important industrial branches and technical reconstruetion of

the whole economy.

14. Iha sfforts exerted in the field of accumnlatiop are best

1llustrated by the faot that net fixed investments in the post-
war period amounted on the average to 20-25% of the national
income, while their share in the national income before the war
amounted only to approximately 5%, Aotually, no nyic} industri-
alization is possible, according to many estimates, 4f the share
of net investments in the national income in an underdeveloped
country is not raised at least to 15-20%,since accumulation is the
essential problem of economic development and in view of the fact

/ooo
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that in the present technical conditions, the underdevelopzd coun-
tries must invest relatively more for each percent of increase of
their national income than it had been necessary in the case of
the today developed countries during the initial phases of indus-
trialization.

15. As far as the vehicles of industrial development are concern-
ed, the state directed industrial development in a centralistic
was during the first years of planned industrialization. As a re-
sult of a relatively small accumulation, cf great demands and low
production, jnsufficient experience and sometimes a mechanical
transfer of foreign practice, the whole development was directed
from one centre., This facilitated the mobilization of economic
resources and their channelling towards branches and capacities
ensuring the fastest economic growth, However, owing to this,the
development of some branches of production was pushed excessively
in comparison with the prevailing possibilities and needs,while
the principles of economical operation and rentability were often
not sufficiently respected. A higher 1evel of development having
been achieved, the application of such methods was less and less
justified and a transition to the system of workers self-manage-
ment became imperative; the rights of enterprises were extended
with a tendency towards their f111 emancipation as far as business
operations were concerned, In these circumstances industrial dev-
elopment 1is jncreasingly becoming the concern of direct producers.
Thus, the enterprises have become the direct protagonists of
enlarged reproduction. This has resulted not only in the introduc-
tion of new methods and forms into the system of social orienta-
tion of development, but has also created new social and material

bvases for development trends. Under such conditions, the position
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and interests of enterprises and individual activities, influenced

by market conditions, determine the trends and pattern of indus-
trial development, while the role of the community as a proctagon-
ist of the general policy of industrial developrent is being in-
creasingly reduced to the influencing of the general condition
in which the independent activity of enterprises is evolving.
Instead of direct decision-taking on production and investments,
growing importance is assumed by the policy of prices, foreign
trade, monetary - credit policy, taxation and other measures
aimed at implementing the policy of industrial and general eco-

nomic development fixed by the Social Plan,

16, In dealing with the methods of industrial development in
Yugoslavia, it is also necessary to point to the way in whick

e m t
Yugoslav garket and in regard to exports, In the 1°% pertod of in-
tensive building of a basic and heavy manufacturing industry,for-
eign trade played the role of additional instrument through which
balance surpluses and deficits were righted, while di fferences
between domestic and world prices were adjusted through equali-
gsation funis and other measures. The raising of the industry to
a higher level made it imperative to ensure broader integration
into the international market. The main instrument of protection

became the customs tariffs, whose upper level is determined today

in such a way as not to have an adverse effect on the efficiency
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of domestic enterprises. On the other hand, the community applies
various methods to favour the export of many products, especially
those of the engineering industry, Before, this took the form of
granting of subs’dies while, at present, this is done predominant-
ly by extending of assistance to export industries, through the
granting of credits for the modernization and reconstruction of
export-oriented industries, the crediting of exports and other
measures, All these instruments made it easier for Yugoslav pro-
ducers to withstand foreign competition, but owing to lower
labour productivity the earnings are,nf course,smaller, However,
a higher development of the economy and higher standards are re-
ducing the importance of these instruments to an increasing
extent, Even if earlier they were used for favouring unprofit-
able production, today one proceeds from the fact that the Yugo-
slav enterprises have gained sufficient experience and that one
should support, on the whole, production which is profitable ac-
cording to world standards and that only those branches should

be protected which are of the greatest importance to the Yugoslav

economy.

Irends and methods of industrial development

in various periods

17. In 1ts post-war industrial development until the economic
reform in 1965, Yugoslavia went through several phases which
could be grouped into two periods - stages, linked in the first

place to changes in the trends and methods of industrial develop-
ment, This, however, does not mean these stages are strictly

separated from each other; however, some specific features
nevertheless exist.

[oos
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18, The first period of indus trial development from 19412)33511
1956 may be characterized, in the shortest terms, as g stage of
accelerated and mainly onesided development of the basic and
heavy manufac turing industry, The objective was to create a mate-
rial technological base for the development of industry and al1l
other economic branches, Considering Yugoslavia‘s international
position at that time, this required an urgent development of
heavy industry, the more 80 as this industry laggead considerably
behind. However, it should be emphasized that this does not con-
Btitute a general law of industrial development, but that rather
specific circumstances are involved,

In the above-mentioned period the economy and the accumulation
in Yugoslavia were not at a level that could ensure a rapid dev-
elopment of all industrial and economic branches, In each stage,
as well as in this one, objective conditions imposed 1imits with-
in which industrialization could be carried out. The volume of
the national income, in spite of rapid growth, was still relativ-
ely very low, even more so as - in addition to the inheri ted gen-
eral backwardness of the economy - there were such adverse fact-
Ors as heavy war damage and losses in skilled industrial labour.
Consequently, the concrete situation 1limited the possibilities
of industrial developmen t; however, since industrial development
was of vital importance, the relatively meager funds were mostly
allocated to industry, predominantly to the industry of means of
production.

The implementation of the programme of industrial development
in the 1947-1956 period ran into major di fficulties owing to
the necessity of developing infrastructural preconditions, of
creating a material base for political independence and economic

2) Ve depart from 1947 because this was the year when the pre-
war level of industrial production was reached and when

Planned industrialization started.
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equality under unfavourable intermational circumstances, FParticu-
lar difficulties were also caused by a great decline in agricul-
tural production as a consequence of droughts in 1950, 1952 and

1954, Under such circumstances, an ample utilization of consider-
able reserves in manpower and large investments were an economic-

ally indispensable orientation in the struggle to overcome the

economic backwardness of the country. During that period the rate

of investment was very high, especially in the first years of

that ctage. However, it remained relatively high throughout this

period, since new capacities were not sufficiently utilized owing

to an inadequate raw materials base, insufficient familiarity with

new technology and sometimes owing to difficulties in marketing, ,
etc,, which conditioned a high marginal capital coefficient” am- ;
ounting mostly to over 3,

During tiat period 6C% of productive and 51% of total fixed in-
vestments were funnelled into industry.

Investments were mainly directed towards the power industry,base
metals, production of equipment and durable consumer ;o00ods as
well as the chemical industry. In the pertod 1947-1952,73.9% and,
in t.e period 1953-1956, 75.9+ of total resources for fixed in-
vestments in industry were invested into these four industrial
complexes. From the total funds for fixed investments in industry,
56,74 was invested in the period 1947-1952 and 58.5% in the per-
iod 1955-1956 into power and base metals alone. In spite of these
difficulties, irdustrial production, although it even declined
during 1351-1952, increased during the entire period of 1947-

1956 at an average rate of 94, i.e, it was, in 1956, 2.7 times
higher then in 1939 and 2.2 times nigher than in 1947.

The bigsest advance was registered in the production of means of
production and, within this context, in the production of instru-
ments of labour. The production of instruments of labour was, in
1956,4,1 times higher than in 1947, while the vroduction of
objects of labour increased 2.3 times, is far as the industrial

3) The marginal capital coefficient is the ratio between the
growth of the value of fixed assets and the growth of the
production in a given period,

[ooe
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Production of consumer goods 1is concerned, it rose 1.8 times, If
in 1939 the ratio of group A (production of means of production)

to group B (production of objects of consumption) was 47:53; in
1956 the ratio was 64:36,

19. WMMMMM“W@M.; n

e Becond period a Y 1956 - e ls i1 ng
Xefomm 1p 1965, one started from the assumption that past deve-
lopment had created certain dieproportions, that the volume ang
structure of investments in the previous period hag resul ted in
& serious lagging behind of the manufac turing industry and agri-
culture and in a slow growth of the national income and living
standards. This had an adverse effect upon the market and for-
eign trade, so that economic policy had to be Placed on a new
foundation in this pericd, It was indiepensable to strengthen
and secure a gradual improvement of the standard of living 1in
harmony with the growth of production forces and productivity of
labour, while investments had to be made where they were likely
to produce the greatest effect, 1.e. to ensure the fastest in-
crease of the national income. Special attention had to be paid
to the development of agricultural production which had fallen
behind consideradbly and to the expansion of commodi ty exchange
with foreign countries, Another task in that period was to

adapt production to new market conditions,.

The period from 1956 until the economic reform of 1965 was char-
acterized by a more balanced development of all branches of in-
dustry. The rapid development of the production of means of pro-
duction continued. However, owing to the lagging behind of the
industry of consumer goods, the latter had to be developed at a
somewhat faster pace. Relatively larger funds were also appro-

priated for the development of agriculture with a view to creat-
ing a material base for a continuous improvement of the stand-

ard of living. At the sane time, stress was laid on an increase
in the production of industrial goods for export and on a larg-

/o--
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er share of products of a high and higher degree of financing in
the structure of exports, with the aim of improving the balance
of payments.

The transition to such a development of industry in the period
1957-1965 was not only a reflection of needs but also of more
favourable possibilities. Development in the first ten-year per-
iod, the successes achieved in the field of industrialization,
the improvement of Yugoslavia’s ipternational position etc. pro-
moted the creation of these objective possibilities.

In the period 1957-1965, investments in industry continued to
increase rapidly, in absolute terms; however, their share in
total investments declined, while the share of investments 1n
agriculture jncreased, Gross fixed jnvestments in indus%ry, in
the period 1957-1963, amounted to 35.5% of total jnvestments and
to 49.9% of productive investments.

However, the reduction of the share of jnvestments in industry
did not slow down the pace of industrial growth. Moreover, in-
dustrial production grew even at a faster rate than in the prev-
jous period owing to favourable conditions; from 1956 to 1965 it
increased 2.8 times and the average rate of growth amounted to
12%, As regards the rate of growth of industrial production,Yu-
goslavia held one of the first places in the world at that time.
In comparison with earlier periods, the annual growth was more

evel.

Within the framework of industry, the share of the industry of
consumer goods increased. Thus, the share of the jnvestments in
the textile, leather and rubber industry amounted, in 1947-1952,
to 5.1%, in 1953-1956 to 4.3%, in 1957-1963 to 9,1% and in 1963-
1965 to 8.3% of the total ¢£1ixed investments in industry.

On the basis of the rapid development of jndustry, and thereby
of the entire econonmy, yet another of the constant baslc econom=
ic objectives - the improvement of the standard of living - was
achieved. In spite of a large share of accumulation and of so-

[oos
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cial funds in Tugoslavia, the standard of living in that stage

was considerably improved as a result of a high abso.ute increase
of the national income - national income was, in 1964, almost 2.2.
times higher than in 19565 in industry it increased approximately
2.6 times. Only real earnings per employed rose in comparison

with 1956 by 884 and, if indirect receipts from social funds ure
included, then the increase was even higher. The improvement of
the standard of living is illus‘rated by the growth of the fund

of durable consumer goods, Only in the period 1956-1964, the nun-
ber of electric kitchen ranges per 1000 inhabitants rose from 1

to 39, of refrigerators from 0.6 to 24, of automobiles from 0,8

to 7.3, etc.

However, in this period, too, when the system of self-management
was still incomplete and the influence of the centre still strong,
certain shortcomings made their appearance and problems arose

with regard to the development ~f industry. These were, primarily,
shortcomings and problems due to extensive development and to in-
sufficient efficiency in operations and production. This was re-
flected, among other things, in an inadequate degree of utiliza-

tion of capacities in industry which - in 1964 - amounted to ap-
proximately 70 percent?) There were also some inbalances in the
pattern of production, which were particularly reflected in a
lagging behind of power and of the production of some raw and in-
dustrial materials, where competitive production costs could be
achieved. In this period, integration with the world market was
inadequate orientation towards exports being particularly insuf-
ficient, so that, even in 1965, the export of goods represented

a value of only 56 dollars per inhabitant, Specialization, coope-

4) The basis for calculating the degree of utilization of
capacities is the assumption that industrial enterprises

should work in two shifts, while bottlenacks are enterprises
with a continuous process of production in more than two
shifts,
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ration and integration of production were not sufficiently devel-
oped either; nor were the orientation towards the modernization
of production, modern organization of work, development of sci-

entific research and application of its results.

All this made it imperative to develop still further the system

of self-management and creation of appropriate conditions for 1its
full assertion as vehicle of economically more efficient me thod s
of business operations, as a basis for eliminating the short-

comings and solving of problems of industrial development.

20, Industrial development in the present period, i,e, after 1965,

may be designated, in a certain sense, as the third stage, since
jt i3 developing in substantially changed condi tions created by

the economic reform,

The transition to this stage has put into the forefront the in-
tensification of production, more equal conditions of work and
autonomous development of individual industrial activities, and
a more consistent application of the principle of distribution

according to the work performed.

The effect of the reform should be reflected in a freer play of
economic laws, including a freer formation of prices, liberaliza~

tion of imports, achievement of the convertibility of the dinar,

etc,
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fully compe te with foreign producers, The basic oObjectives gince
1965 are: the intensification of Production in the existing
branches, the expansion of Specialization ang cooperation, not
only within the country but with foreign Producers ag well; a

better utilization of existing resources; the approaching of the

ital and consumer goods were established angd developed, has

made such an orientation of industry since 1965 possible, Namely,

only after the achievement of ap important level of industrial dev-
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the problem of attaining a world level in productivity and to {n-
crease the efficiency of production on the basis of a far more
irtensive integration into the international division of labour.
The determined orientation of the fugoslav industry towards the
world market has made it possible to increase income and to im-
prove the possibilities for imports. Integration into the inter-
national market is ore of the basic conditions for the utilisa-
tion of modern technology and achievement of high labour product-
ivity. Such an orientation and conditions arising therefrom com-
pel the producers to de much more economical and productive, which
should have a favourable impact on industrial development,

One of the trends of Yugoslavia’s industrial development in the
present oconditions is the development of production amd process-
ing based on deposits of copper ore, lead and zinc ore and baux-
ite, i.e. non-ferrous metallurgy, since the comparative advant-
ages of Yugoslavia ‘n the international division of labour can
come to expression in this field. In the sane way, aiming at a
more intensive integration into the international division of
labour, a series of activities in the machine-building industry
producing equipment, ships and durable consumer goods, is being
developed at a fast pace. The vast forests enable us to ensure
through a more intensive and Jconomical utiligation of wood in
mechanical and chemical processing a rapid development in this
field as well and to become competitive in the ‘nternmational
market, which also points to one of the directions of indus-
trial development in the present conditions. Owing to an expand-
ed market and often as a consequence CI more favourable natural
conditions,we alsc orientate ourselves towards a rapid develop-
ment of the production of modern building materials, oil and
g‘l, fertilizers and plastic masses, primarily in order to meet
our domestic needs. Eleotric energy being one of the bases of
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industrial and the entire econonmio progress in modern conditions,
there is a trend to achieve a large increase of output in this
branch. The output of electrio pPower is to be doubled in the five
year period 19%6-1970, conncquontly, Power output and the pruduc-~
tion of a number of base netals, of the chemical industry, b-{)4-
ing materials, non-metallio minerls and many products of the
engineering indus try are to be developed at a repld rete. Similar-
ly, one of the development eime 1in thiis five-year period is ¢o
stimulate the development of the produoction of ready-made cloth-
ing, mitted wear and leather products, as well ag & nuaber of
pProducts of the food industry , sinoe Tugoslavia enjoys some ad-
vantages in these fields, whioh My used profitadbly, particlarly
in view of the available labour. There are alsc other bdbranches
and groupings in the industry of oconsumer g0ods which are, how-
sver, expected to develop at a somewhat slower pace.

One of the objectives of indus trial developaent in Yugoslavia s
to allevia te the inherited inequalities in industrial and, gen-
erally speaking, economic level of various regions of the country.
In view of such an orientation, the community is pursuing a de-
termined policy, acting particularly “hrough investments ang
other mthods towards mitigating and removing unevenness. ¥ith
this purpose in aind, the community provides inoentives for the
utilisation of cspital fion more developed areas in the underdev-
eloped ones. Purthermore, federal and republic funds are appro-
priated for the development of lesser developed areas.

Generally spesking,during the period 1966-1970, a further but
Rore stable and somewhat decelexa ted growth of indus trial pro-
duction s eXxpeoted in Yugoslavia in comparison with the prev-
lous ven-year period. The share of gross investments in fixed
@8sets in industry saould amount to almoat 51§ of total product-
ive investnents, as against 53% 4n the previous five-year per-
iod., However, the investments in industry, in abdsolute terme
will grow oonsideradbly.
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The reform has changed the methods and, generally speaking, the
conditions for the implementation of the investment programmes,
The assumulation of funds for the financing of development pro-
grammes, their concentration and implementation have become the
direct concern of enterprises, their business associations and
banks. They are already the vehicles of the major part of assumu-
lation (about 70 percent).

The Federation, the republics and other territorial socio-poli*-
ical communities have at their disposal a much smaller part of
accumulation, mainly the part needed for comple ting the construc-
tion of some projects started earlier, for developing the under-
developed areas and for investing into the economic infrasiruct-
ure. Consequently, the most important promoters of industrial
development in the present stage are the enterprises themselves,
Their activity evolves, of course, within the frameworks fixed
by the Social Flan and measures that the community is undertaking
for their realization, while the development of individual indus-
trial sectors relies increasingly on long-term planning and cor-
respon_.ing projections of development.

Domestic accumulation remains - in this stage as well - the main
source of funds for irdustrial development. However, one continues
ty count on foreign funds, too, and, in addi tion to the utiliza-
tion of foreign credits, an ever greater significance is being
attached to new forms of cooperation with foreign countries,
especially through direct cooperation in production, specializa-
tion and collaboration, Yugoslavia is showing a growing interest
in a direct participation of foreign investors in the development
of fugoslav industry and is already developing appropriate insti-
tutional bases for such a participation,
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1. The fretors upon whicn the ldreetion it method of industrial development
teponl throush ur oneh phose Of prooresy inclule the attained level f the
;rotusti nforoes, thoir structure, the naturnl res urces, the production
potenticl of the populntion, tne oeoitilities  f work specizlizotion ond
the ;revailine (rotuction roloti nobl oo The mere tavourable these foctors

\

ar. the more casily antopadockln will the problems of industrial levelopment

e o dvied,

2. Wher Tug.slavin 2 ptel the course of v1nned develupment of the
ceonomy she was v preponlerontly ~grorion »ountry, while her industry, in
whi h smoll-sconle onter rises predminatel, could give employment to only
abeut & oper cert othe Active populntion, Especinlly peorly devel.oped wns
inlustry £or the manufrture £ the menns A productiony light industry was

vetter levol ol tut frogquently kal ooeraft choracter,

3, The faet that the decree f infustrializotion in Yugoslavia wos
comparatively low ant that her oo rorde oo well 23 her industrial structure
was urtevelopol madle neccessary aoropild intustrialization erftort s. as to
chare the econumic structure by ircrcosin: the contribution of industry and

cther ron=agricultural bronches to the national income,

Lo In atptine » policy of rocil industrinlization, and in view of the very
restricted means ot her dispesal  Yugoslavia had to offect a determined
selection of industrial brenches, so as to aveid a major dislocation of the
relationships and ratios essential for safeguarding the normal progress of the

course of sceinl reproduction,

5, During thc greater part of Lhe post-war peric’ ~riority was accorded to
eleerrification and to a series of industrial opcrations concerned wit
manufacturing instruments and working tools, primarily because such operctions
provide the base for the industrialization of the country and because they

enable a rapid development of the economy and a progressive modificzetion of

fues
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its stricture. This oriertation was also adopted because, otherwise, it
wouli hive been necessary to continue to rely on large imports of machines,
raw materials, ele:tricity etc. And it is a familiar fact that, as a rule,

the importirs power of a poorly developsd country industrially is very
limited.

6. At the same time, in selecting the direction of economic development.,
other problems also had to be solved, such as the determination of the
optimum size ot plants, the technical level of production, regional

development, international industry specialization etc.

7. As concerns the provision of the necessary means for changing the
direction and methods of industrial development, a favourable social and
institutional framework hid been created and the mobilizing of economic
resources and tneir orientatisn towards those branches and capacities which
would ensure the juickest economic growth had been facilitated through the
centralization of savings in the hands of the State. The creation of savings
was also ussisted by the jovernmentspridce policy and by the new fiscal
policy, while both external and internal trade had also begun to play an
increasingly important part. The national income and the capital available
for industry were also growing on the basis of the improved utilization of the
resources available and a rapid increase in oroductivity and employment,
Besides her internal resources, Yugoslavia has, since the war, also used

considerable foreign financing in the form of loans and assistance.

8. The magnitude of the efforts made through the field of internal savings
is indicated by the fact that the net fixed invesiments made in the post—war

period have averaged 20 to 25 per cent of the national incame, which compares
with only about 5-pervéehbeofathernationale insodé’in 1939.

9. As for the protagonists of industrial development, industrialization in

the first years was directed by the State, in accordance with its economic
plan. Subsequently when the system of workers?! self-management was adopted,

[eos
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the rishts of cnterprisces were oxtended, the enter;rices were mode complat oy
indcporddent in their operations, and market criterin and Cricentotion toward:

intcernational trade took on prenter importance,

16 Importnt recultc wer. recorded n the basis of the sclected lireetions
and methots of industrislicstiorn. In 1965 industrinl outjut wes 6,2 tines
higher thon in 1947, havine riscr lurine thoso 12 yenrs ot Lhe ~verae
cumulotive rate o 10 per cent, which compored with »n anrnunl veraye (ro-
duction increase of the procescing industrics of

1919-1938 period,

~beut 2 per eent [or the

1Je  In her post-war inlustri~l development and until tbo odoption of
cccnorde reforms in 1965, Yugoslavin pnascel through covernl phoses which

ceuld b

o

grouped int o ww perictc or Stomes, nd are primerily acsociateld
with the desrce of devel pment of the production foreco ond prolucti n

rclationships and with the int rnotionnl pocition of Yuproslovin, thus:

(a) The first porid of industrinl levelopment oovoered
1947-195., Quitec bricfly, this joril may be icfined as

a stage of rapid and comsiderably forced development of
basic and processing irdlustries, In spite of dirfficultics,
causced both by extra-ccoriumic frctors nd by prent
fluctuations in from outjut, during this period industrial
production was grewing at the ~verapge curmulrtive rate of

9 per cent annually and in 19%6 it wns 2,2 times hizher
than in 1947, The largest incrense was in the mornufacture
of the means of producticn and, in this, of work cquioment.
In 1956 the output of these products showed o 4.1-fold
increase over 1947, whilc that of work touls had gone up

2.3 times and of consumer goods 1,8 times,

fooo
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(b) The second period, from the end of 195 unt il th. tloption
of the economic reform in L1965, wis 4 period of balane |

industrial development. In thi. period the aim was, inter
alia, to adapt production to the new possibilities of Jevelop-
ment and to existing markst conditions. fapid devel opment

of the means of production continues, but, owing to its
considerable lag relative to the demands, the light industry
is developing at a somewhat quickened rate, Comparatively
larger means are earmarked for agricultural development in
order to create the material base for a continuing rise of

the standard of living.

12, Although the share of the industrial product in the national income
decreased in this period, industrial output was growing more quickly than
in the preceding period, It rose 2.8-fold, growing at the average annual
rate of 12 per cent, However, considerable difficulties were experienced
in development, rrimarily those manifest in the insufficiently developed
output of certain raw materials, for which favourable development conditions
existed, and in the shortage of foreign exchange for making imports, caused
in the first place by the insufficient export of goods to generate the

exchange necessary.

13. In a sense, industrial development in the period since 1965 may be
described as the third stage, a stage created by the implementation of the
economic reform which highlights the intensification of production particular-
ly by way of modernization and reconstruction, greatly intensified speciali-
sation, freer play of economic laws, including a freer formation of prices,
liberalized imports and the achievement of convertibility of the dinar, etc.

14, More than before, development involves the branches and activities in
which we enjoy comparative advantage. and can compete with foreign manufao-
tures, The transition to this stage had been rendered possible by the
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{evelopment realized over the pust . years, and simultaneously it represents
an essent iil condition for the continued rapid and unhindered development

oi' inlustry and the ~2conomy as a whole,









