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I. THE ROLE OF PLANNING IN THE YUGOSLAV ECONCMIC
SYSTEM

Rxeluticn of the Socisl and Rconomic System and
he Role of Planning

In the last twenty-five years, since the enacsment of
the Law on Economic Planning and State Planning Agencies in
1946. and the adoption of the first five-year plan in 1947,
industrial planning as an integral part of economic planning
in Yugoslavia has undergone radical changes in line with the
evolution of the socio-political and economic system of the °
country, From an all-embracing centralised planning and mana-
geaent of the economy Yugoslavia has been moving progressively
towards a decentralized market-oriented econcmic 8y stem based
on workers self-management and on specific methods of social
pPlanning and guidance of the overall economic development,
The experience in indus*rial planning, functional, organisa-
tional and methodological characteristics of planning at the
present time as woll as the direction of its further evolution
can be presented only in the light of this historical perspecs
tive, It s therefore necessary to give a bdrief outline of the
main features of this evolution process as a basis for a des=
cription of the specific role of planning in to-~day’s Yugoslav

social and economic system. A more detailed elaboration of the
technical aspects will follow in later sections.

Three main periods in this evolution may be distine
&uished,




The first period, from 1947. to 1952, was characterized
by the detailed all-embracing centraliged Planning and nanage-
ment of the economy. This was the period of the first five-year
plan when an intensive industrialization program was launched
and the entire available potential of the national economy har-
nessed to achieve the objectives of the aocelerated industria-
lization and of the socialist transformation of the country,

From the viewpoint of industrial Planning it may be
taken that the second period extended from 1953, to 1964, though
it was louss homogeneous than the firet period. It started with
the introduction of workers nlt-mumntl) and the oonsequent
reorganization and decentralisation of the whole politiocal and
institutional setup, The centralised adainistrative management
of the economy has bdeen gradually dismantled and the indepen-
dence of the self-managed business enterprises and organisations
oBpanded and strengthened with an inoreasing reliance on the
Barket mechani em,

This procsss could Proceed only stsp by step with the
nRecessary transitional adaptatione of the organisational etrug-
ture of the sconomy. The adainistrative regulations and controls,
which were rather strong and elaborate at the outset of thie
period, have been 8radually replaced by a ayetea of 20Te gene-
ral regulations within which the market mechani em could operate

1) dotually, workers self-nanagement was legally introduced
in 19%0, btut the appropriate ohangee ia the econoaic systea
have bdeen eradually put into action after 1952, following
the enactaent of the fundamental Law on the Planned Manage-
aent of the National Roonomy 1m 195),




more freely. The market played a.a increasing role in repmi i ing

a flexible adjustment of production to consumer reauirer:nt«
and in stimulating the initiative of producers who became *rve
in organizing their production and sales aad in making their
development decisions. An increasing part of 'he income earn: d
has been left at the free disposal of enterprises that dictri=
buted it to personal incomes of the employed and to the enter~
prise investment and social welfare funéds. Irn this way invivi-
dual earnings and the improvements in living . ‘.nd.rds of the
employed in each enterprise became directly related to thre
overall economic performance of the enterprise, A rreat attene
tion har been devoted to the methods of interrnal distiri}. “ion
of personal income among the memters of the working collective
according to the work performed. Microeconomic irvestment deci=
sions were also primarily motivated by the expectcd increases
in future earnings through the improved efficiency and a Tirmer

position in the market competition,

As a result of these proceasesg the planning system
has been accordingly transformed and ad justeds The urifin~g
system of dectailed directive plans of the first reriod has
been replaced by the macroeconomic jevelupment plans in the
form of the so-called social Pl ns at the federal, reputlican
and local levels, that assumed specific functions of foriulae
ting the main targets of development policy and of devising
the appropriate methods t¢ ensure the attainment of these tar-
gets. The methods used for the implementation of the social
plans have been more and more based on economic incentives
and various policy measures indirectly influencing the cource
of economic activity and the behavior of the autonomouc c¢nter-
prises in their developmeht decisions, Witkin the framework of
the social plans the microeconomic decisions were, in general,
left to the market mechanisam. The enterprises were free in
drawing up their own plans which were examincd and approved
% their workers’ council as the highest self-management body
without any formal interference from the ocuteide. They were
not compelled to set any fixed production, investment or em-
ployment targets, nor were they required to gutmit any reports




TRrohout iy periog the sovernment retained, how-

ever, sone essential direct contreols, particularly in the
aalocation o invegtment flnance an: ‘oreign exchange re.oure
cese "he fodoraly, repatli oan and comnunal investment “unds,
lar;ely fed by “iscal ~hanncels, aere the main source of invest=
ment fivinces All majer investment prcjects were financed

throagh loans from these funda and the federal investrent re=
sources played a predominant role. In this way, as will be
shown more precisely in later sections, the central government
exerted a decicive influence on the structure, timing and geo-
erraphical distribution of the bulk of investments leaving a
narrow scope for the indepondont initiativy of enterpriges

ana ror the operation of market criteria in thisg field,

At the initia]l stages of the new economic syatem thig
could be justified on many grounds. But once the economy has
attained a higher level of development with a more complex and
diversified production induced by the growing demands of the
market, the predominant share of centralized investment deci-
sions turned out to be very rigid hindering a flexible adjuste
ment of inveatments to the needs of a growing market-oriented
€conomys It proved also as an obstacle to the further develop~
ment and consolidation of the self-management system and t.
the achievement of its broader social and economic goals, once
this system has become firmly embedded in the social and acono-
mic structure of the country,

The centralized investment funds were therefore aboe
lished in 1963, and 1964. and the economic reform, inaugurated
in 1965, emphasigzed the principle that al} investment decisions
should be made primarily by the self-managed enterprises and
their broader integrations on the basis of internal finaucing
and bank credits, The role of the government in investment
deciaion-making was sewverely limited. For this purpose the
fiscal system wag thoroughly overhauled, the resources which

hitherto went to the government invastment fundg were left to




the enterprises, and the role of the govern ent in meciii i
investment resources and in ensuring their i:itereentcrprioe nd
inter-secter:l allocation was largely taken cver bty the reoryn-
nized banking system. The federal government retained its roo-
ponsibility for encouraging and supporting ;rowth in the lecs
developed republics and regions by a tran.fer of resources
through the Federal Fund for the Accelerated Develcpment of
Underdeveloped Regionse It had also some limited fund -t its
disposal for the participation in financing the most in, 'rtant

investment projects of the 1966~197C five-vear rluan.

With the expiration of this plan these limited inveite
ment funde were also terminated so that nt the present time the
federal government has in principle no more direct share in

investment financing.

The economic reform of 1965, may te taten ag the be pirnirg
of the third period in the evolution of the Yu,cczlav ecoromic and
planning system. The general objective of the reform conuisted in
the final elimination of all ‘hoce remainders of the e:rlier eco-
nomic system that inevitably required a rontinuous state intervene
tion in some vital economic processes, restricted and detformed the
operation of market laws, impeded the rationil economic tehavior
of the economic subjects and retarded the full aevelopment of the

self-management system,

In addition to the decentralization of investment deci-
sions a radical transformation of the price structure was under-
taken with the primary aim to eliminate the internal price dispne
rities inherited from the earlier period. Rectifying the starting
economic position of various branches the new relative prices
enabled the market criteria to operate to a fuller extent stimue
lating all economic organizations to rely on their own perfor-
mance in striving for their further progress. The establishment
of the new price structure was also based on the principle thaut
the domestic price system should be brought into line with the
world market prices so that foreign trade could be liternlized
and the domestic economy; exposed to the efficiency criteria of




tro deviloped ccorcomiece This was achieved bty the simultaneoug
introauction of thc¢ new uniform exchange rate for the national
currency and the estallishment of an adeguate tarift systoem,
vmich perritted the elimination of the extensive intervertion poe-
licy that used o wide range of different exchange rates, cxrort

satsidies ind import quotas,

With the economic reform the coucept of the economic
system rused on workers selfl-ranagement, gradually evolved and
built up during the period 1953=-1964, was largely completed and
roundei offe ™irther devilopment in subsequent years hag been
wninl, incpired by the gearch lor the ..ost adequate operational
vy 07 imrlementing the principles laid dowrn by the reform and

o :olving the correcponding practical protlemse

The fundament:nl jreoccupation was te orcate the necessary
conditionys f“er the ‘iircet cconomic apents to ta%e cver tre tansic
resron itility “or the cconomic development »n* nr 1. within their
own incividual orpanizations but on a wider sccial sczles In this
wujy troader fcuniations of the seclf-manugement system, initinlly
more or lecs conlined within the limits of the enterprise, were
11id downe A1 institutional changes ir the social and political
ctructure were inspired t;, and directed to this aim. At the same
timey + nlerrrices were stimulated to enter into broader inte;ra-
tions 0" vurious forms based on their own interests «nd te pool
their roources for undertaking joint development projects. Accore
din, to the new prirnciples of the reorganized tanking system cntere
prives participate with their financial resources ir estatlishing
tanks 1nd as founderemenlers are in the positior to inlluence the
loar policy #nd project selection in these bankse Through ther
ncaociations comprising enterprises of the same branch they have
the opportunity tc promotc *heir interests, to explore Jointly
their development possitilitics and problems, mutually adjust their
rreagroms urd cccure for themselves an adequate place in the dove=
lopnient plans of the countrye In this respect they are helped by
the cconomic chambers, organized at the federal, republican and
communil levels, which are concerned with the current and loneer-
term proclems of all economic sectors in their respective terri-

torye
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The functional and orpanizationa rep.rn*iop (¢ o
and macro planning on the one side and the Bpeoiljo, lceoa,
firmly evolved, concept of the scciomeconomic ane it tical
system on the other, have nccousarily required ar Qnetitut, e
lization of the adequate pla-ning syeten in shich eah institye
tional entity will independrntly formulate its own development
plan and at thc same time participate in, and cxert a de o0 o0
influence on the elaboration of troader social plans, Planringy
is conceived ag an integral social func-tiom go that Miss POk i
nomic development plane have tc result from & Ppoint cooperatiop
and concerted efforts of all interested segwentes urd crparized
entities of the society in exploring the developmert | ctcrtim
lities, in adjusting their partial and common intere ts, and
in defining the developmaent targets in a given period ae we)l
48 ways and means for attaininy theoe targets,

The need fcr the active participation of ihe pasic
economic agenis in the elabtoration of social flane has been
rore and more accentuated with their widening rele in economic
decision-making and with the concommitant decentralization ame
devolution of the corresponding functicas of the x<tate. Fros
the organisational and technical viewpoint this parcicipation
and the waye of mutual cooperation have been formmil, insti ue
tionalised during the rreparation of the lant fiveeyeur plan
(1971—75)- In a brouder scnee, the principles of nocfal planning
have been codified in the last constitutional asendmonts of 1971,

The nain t1dea 15 that the responaibility “or the
developaent planning should eseentially be transfersed to
the various eelf-managing entitios, while the federal sovern
ment should in the firet Place porfeorm the coordinating func-
‘ion, It 1y explicitly etated that tae secial plan of Tugoasl.a-
via ie bdased on social contrects among the organisations of
associsted lebor (enterprises and their freely formed orgeni-
zatione and integrations), communes and other o0l f-managing




institutions, und on agreements anong the republics and auto-
nomous ;rovinces.l) The joint responsibility of the republics
and nutonomous nrovinces for the development of the country

as a whole hos been especially underlired. In principle, the
federation is responsible for those spheres of economic deve-
lopment that are the common corcern of all republicsy for the
seneral coordination in the development planning and in formu-
lating and implementing the development policy; for supporting
uccelerated development of less developed republics and regionsy
for vnsuring the proper functioning of the unified market and
the unified e¢conomic system in the whole country, In all these
tetivities it has to secure agreement of the reputlics and
tutonomous provinces. Special institutional arrangements and
procedures have been established for this purpose. In the pre-
paration of the cdevelopment plans of the country as a whole
the federal agencies cooperate therefore very closely wi*h the

reputlics and their planning agencies.

Within the generol frumework of the soint developnent
policy and basic development targets contained in the federal
social olan more detailed targets corresponding to the speci-
fice of each individual republic are the subject of jtg own
social plane Tt is the responsibijiity of the republice to cre-
ate and ensure, by various organizational, evconomi{c and legal
measures, the necessary conditions and 4 favorable environment
for the adequate development of their regpective ecoromies, A
special emphaois is placed on two groups of protlems -
construction of adequate infrastructural facilities and deve-
lopnent of less developed regions, For this reason an important
ehariacteristic of the republican plan is itg spatial dimensions.
The ureas treated asg underdeveloped and entitled to special
ai3sistance are, as a rule, explicitly specified in the rlan
accorsing to a series of quantitative and qualitative criteria,
The remublics strive to encourage businegs organizations and

Pianks rom the more developed areas to invest in under~-develo-

A S L (IS .
: * They also organize tecanical assistance and

Jffyw‘,u“ republican resources sc as to create the nec258ary

+ tiens for the acceleration of the development of these

e

——

foooclavia const ttg of A% reputlice
1 reputlice and tugn =dtonomousg province,
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Enterprises and their associations draw up their deve-
lopment programs independently according to their specific mar-
ket situation, development prospects and cooperation and intee
gration agreements with other enterprises without any formal
obligation as to the content of the program or the periocd of
time it covers..But in order to implement the idea of a troad
cooperation in the fornulaticn of the social develorment pl-insg
all enterprises and communes have been requested by a special
orderl) during the preparation of the last five=year plan to
elaborate their plan proposals in terms of a given numter of
minimum obligatcry indicators for the five-vear period of the
social plan and to submit these prorosals on request to the
planning organs of the socio-political communities and to the
professional economic associations. It is likewise stipulated
that the organs of the socio=political communities will make
the results of their analyses and preparatory studies accesgi-
ble to the enterprises and their associations and will ensure
the influence of thesge organizationa on the formulation of

social plans,

The principal aim of this cooperation, mutual exchange
of information, and necessary adjustments and coordination in
the course of the elaborution of the plan, in which the profes-
sional associations and economic chambers play a significant
role, ig to secure that social development plans at all levels
represent a realistic and internally consistent syntheris of
the development programs and potentialities of the basic deci-
sion-making units, which are thereby in a posi‘ion to erert a
concrete influence on the policy instruments and measures for
the implementation of the plan targets, It does not mean, howe
ever, thet the plans at lower levels are in any formal way sub-
ordinated to the plans at the higher institutional level. The
plans of the enterprises are approved by their self-management
organs and the plans of the socio-political cowmunities Ly their
respective legislative bodies,

1) Zakon o pripremama za donoSenje druitvenog plana razvoja
Jugoslavije za razdoblje 1971-1975 god. (Law on the prepara-

tion of the social development plan of Yugoslavia for the period
1971-75), Slazoai 172 370 13/1969
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Some specific features of the srcial pians of
communes may be btriefly mentioned, Proceeding {rom the deve-
lopment plans of economic enterprises communes draw up their
plans in which the developrnent o! all economic activities is
synthesized and the necessary conditions for the realization
of this development ascertained. Special emphasis is laid on
the developuent of education, public health, cocial welfare,
housing, recreation amcnities, adequate transvort facilitics,
water and power supoly and on the encouragement of the terti-
ary sector. They also pass town and spatial plans providing
for a timel; reservation and preparation of industrial =zones.
In order to attract new industries they often prepare compre=
hensive indusirial develupment programs based on specific lo-

cational advantages and e:ternal economies.

T e nduatri 1 {

¥hen we are talking about planning in general we
have to bear in mind that throughout the postwar period
irdustry has been playing an ever-increasing role in the
econoric structure of the country and that the industriali=-
zation has been in the forefromlof Yugoslav planning. Some
indicators may serve as an 111ustration.1

The physical volume of {industrial production in 1971,
was 11,1 times greater than in 1939, and 6,75 times greater
than in 1952, The number of employed in industry and mining
rose from 562 thousands in 1952. to 1531 thousands in 1971,
and represents now about 46 per cent of the employed in all
economic sectors and about 38 per cent of the total employment,

1)

Source of data : Statistical Yearbooks of Yugoslavia.
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excluding private f'aming.l) The increasing significance of the
industrial sector in the economic structure of the country may
be inferred from the percentage shares of various economic sece-
tors in the formation of the total social product in the jears
1952-53, 1963-64 and 1970-71 (Table I.)

Table ].
Secial Product by Jectors
Composition and Growth
(in constant 196/ ri: .\
Sector Index
1952-53  1963-64 1970-T71 (1970-71):
1{1992-53)
Industry and
Kining 22 33 57 632
Agricul ture 37 26 20 201
(Private Farming) (32) (21) (15) 179
Porestry 3 2 )| 130
Construction 10 9 9 336
Transport and
comaunications 6 1 ] 464
Trade, Hotels, Cate-
ring 15 18 20 282
Handicrafts 1 5 5 268
Total 100 100 100 370

As an illustration of the changed structure of the
industrial potential it may be mentioned that the share of the
metalworking industry and electroindustry in the total output
of industry and mining increased from 13,1 per cent in 1952,
to 24,4 per cent in 1971, that of the chemioal industry froa
2,6 to 10,1 per cent, while at the same time the share of tex-

tile, leather and footwear industries decreased from 18,1 to
11,9 per cent. The erection of the industrial potential en-
Joyed an absolute priority in investaents.

1) According to the preliminary results of the last census the

share of the agricultural in total population is 36,0 per cent in
1971 as against 49,6 per cent in 1961 and 60,7 per cent in 1953,
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. res of plans

In accordance with the specific tunctions of planning
in *he }uycs]av socio-economic system a central role is assigned

o the medium=term plans covering as a rule a period of ive

jears. all that was said about the principles of a wide social
cooperation in formulating development plans relates in the
“irst .lace to the five-year plans. They are based cr detailed
investigations and analytical preparations and they .-termine
the main objectives and measures of the develovment policy en-
compassing all acspects of the eccnomic and social development,
as will be seen from the content of the 1971-75 tive-year plan,

discussed in Section Four of this paper,

Instead of anmudl plans, at the end of ecach year an
analyvsis of the fulfillment of the targets of the five-year
plan and of the current economic situaticn is prepared tose=-
ther with the rr3golution on the economic volicy for the next
year, which is discussed and npproved by the legislative
assemblies of the republics and the federation., This resolu=~
tior may contain adjustments to compensate for shortfalls or
other unforeseen deviations from the aims of the five-year plan.
It defines also the specific policy instrumcnts for the coming

yenrs.

The lack of a systematic work on the long-term deve-
lorment strategy and on long-term projections and plans has
been increasingly recognized as an importunt gap in the whole
atructure of planning. True, for the sectors where this is ine
tispensatle (like power production, transport, forestry, etc)
development programs for a longer period have been worked ocut.
Recently a long-term development program for the Adriatic ree
#ion has heen completeds Occasionally, long-term projections

for *he whole economy and for various republics have been also
elaborated, tut they have been considered only as research

studies serving for internal use of planning agencies and have

never teen formally adopted. At present an extensive research
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project on the long-term develo,ment of the country is under
way. It is foreseen to serve as a basis for the formulation
of the long-term development strategy.

IT. MAIN STAGES IN THE EVOLUTION OF PLAYNING -
TECHNICAL ASPECTS

The basic features of the evolution of the socioe
political structure lying at the basis and detcermining the
evolution of the planning system have teen discusscd in the
preceding section. Now we will review the most important
technical and organizotional aspects of planning in the three
characteristic pertiods.

:h. Period of gentrelised Directive zlgnnggg

There 1s no need to dwell at length un technical
aspects of the centraliszed directive planning of this period,
They have been repeatedly surveyed and discussed in numerous
publications and are already sufficiently known. It will suffice
to point out triefly some elements that may help to explain the
specific features in the development of the planning system at
subsequent periodes.

The system of the centralised directive planning was
constructed in such a way as to make possidle a detailed regu-
lation of all economic processes and aanagement of the entire
sconomic system from a single commanding center. This was achie-
ved by fixing in the plam for each enterrrise deteiled produce




*ian pictars ane investment proprams and bty speeifying to whom
to e liver its rroducts and from vhom to buy the necessary
qrantities of raw muterials, intermdi:te goods =and capital
eiipaent, prescrited on the hasis of the elaborete techni-

cal rcras that were conotuntly supervised by the higher plan-
ring authoritics. The quantitative physical planning required
4 piinstaking elutoration un” mutual adjusting of a huge num=
ter of detailed materinl lulances that had to cover the complex
network of commodity transuctiond, Their implementation required
also a very ramified =2aily supervision and control that could
te achieved only throughk the installation of an enormous admi-
nistrative apparatus organized on a strongiy centralized hie-
rarchic tasis = the federal planning ~ommission, the planning
comrissions in reputlics, districts and communes, federal and
republican economic ministries, directorates for each branch

of industry, planning units in each enterprise, control commip-
sions. Neverthrless, the detailed production and allocation
plans could not always ensure a smooth working of the economy,
sc that frequent revisions of the plans and ad hoc interven-
tions were nceded, which gave rise to the organization of spe=
vializcd service groups within the operative organs of manage=
ment at vach hierarchical level. This was aleo the reason that
after {irst experiences the detailed all-embracing material
allocation plans were gradually narrowed to comprise only key
products and trcad groups of inaterials, within which the sellers
and purchasers concerned were left to decide on the composition

and asgortment of individual producta.

The prices for all commoditieul) and wage rates for
different skills and jobs were fixed by the plan. On this basis
the financial plan of the enterprise could be directly calcula~
teds The financial plan of the enterprise constituted'an inte=
gral part of the financial plan of the entire economy, that

1
) Except for a part of private farming producte sold on
the free market,
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was integrated into the state budget and served as a general
instrument of management and control, All earnings of the en-
terprises exeeding the prescribed current expenditures were
automatically paid into the btudget (except for a small part
earmarked for the enterprise fund), while any possible losses,
foreseen in the plan, were covered from the budget. The planned
investment expenditures were also entirely covered from the
budget.

As a consequence, the basic preocupation of the enter-
prise management was to fulfill and, if possible, to oveiflul-
fill the fixed planned targets at any cost, since this was the
foremosat indicator of its performance. True, enterprise plans
contained also cost reduction schedules specifying variouny cost
items that had to be cut by a planned percentage, tut in prac-
tice these cost reductions were often made at the expense of
the product quality, which was pPossible because the buyers had
not much choice, Various moral and material incentives, such

‘as special funds for rewards and preaiums, were introduced to

stimulate the fulfillaent of planned targets., But within the
very rigid framework of the plan that had the force of law,
there existed an extremely limited scope for a broader ini tie~
tive of producers in the field of efficiency, innovations and
creative contributions to the economic development, On the other
side, it permitted an energetic concentration of all husan and
economic resources on the erection of the basic industrial po-
tential of the country in a relatively short period of. time.
Thie restrained initiative would have certainly proved as a
more serious constraint at later stages of a more complex and
diversified development,

By a strict and detailed regulation of all material and
financial flows the plan did not leave any room for the alloce~
tive funcsion of prices, The price formation, coupled with an
all-embracing financial system, had to facilitate the realiza-

tion of the vast industrialisation prograa of the first five-

year plan that required a sharp rise in the rate of accusula-
tion and a strict concentration and redistridution of accumu—
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lated investment resources to the priority sectors and projects.
High prices of industrial consumer goods, effectuated by the
impocition of the turnover tax, served to restrict consumption
on the one hand, and to collect financial resources for invest-
ment projects on the other. Through the low prices for the com=
pulsory deliveries of agricul tural produce the accumulation was
extracted from agriculture, which was a predominant economic
gector immediately after the war, and uced for financing the
{ndustrialization program. At the same time, prices of indus-
trial equipment and intermediate goods were kept at a relati-

vely low level,

Such price manipulations resulted in considerable dis-
parities between domestic and foreign prices, which entailed a
complicated system of export and import regulation. The resule-
ting internal price distortions caused a great many difficul=
ties at a later transition to the decentralized decision-making
and increased reliance on market mechanicm, Despite the partial
corrections undertaken on several occasions the protracted die-
parities both in the internal price structure and in relation
to the external prices were not definitely liquidated tefore
the economic reform of 1965.

That is one of the important reasons for extensive
state interventions and regulations of economic processes in
the ncxt period when the new economic and planning system was
gradually constructed,

The Period 19531964

With the introduction of workers self-management and

the abandonment of the centralised administrative management
of the economy the planning system had to be accordingly re-

shaped. Since the function of planning was eeparated from the
function of direct management the Federal Planning Commission
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vas stripped of its executive and administr.tiv. athority
over the operation of the economy and the nc:,  or-unjzed
federal planning institute took over the tec:: ic] nd ndvie
sory .unctions in connection with planning. Tr o ioilar
manner the planning commissions of the repuili. . -nd communes

were reorganized, In accordance with the rrircirle of decentrge
lization each planning agency was made formally independent of
any other planning agency and wae directly ro:ioncitle only to

its own government and lepislative body.

As has been pointed out in the preceding gsection,
enterprises drew up their plans and organi~ens their activity
autonomously on the basis of market research t~%ing the social
rlans and the accompanying polic, mecsures nrd notruments as
g€eneral guidelines, But the most important uni ' n¢ link that
connected the independent plans of enterprises with the inten-
tions of the social plans were the legal regulations which all
enterrrises had to foliuw in distributing their income. With
these regulations a twofold objective was pursued, Leaving an
ample freedom for the initiative of produce s and connecting
directly their material wellebeing with their (uciness effie
ciency and performance they were framed 8o as to decure the
tasic proportion in the distribution of national income to the
current consumption and investments in accordance with the plan.
These regulations were th:refore accompanied t: a broad spec-
trum of different fiscal instruments that had to te sxillfully
designed to stimulate the initiative of enterrrises without
endangering the basic aims of the social plan. In order to
achieve these simul taneous goals thep have beern, -ith the prac-
tical experience acquired, frequently revimed, 1 .tcd and ige
proved in the course of the period under revicw, 1% wng a come
plicated task because, to avoid direct adminictr: tive interven=
tion, these instruments must be framed in terms of percentages
applicable to quantities that materialize later ae a result of
the concrete operation of all enterprises. On ‘. other side,
frequent revisions of these instruments introduiced an element
of uncertainty into the prospects and behavior of the enter=

prises. That was the reason for the wide-spread claims that
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the conditions in which enterprises have to operate should be
more stable. At any rate, it was not always easy in a constan-
tly changing situation to reconcile the conflicting and comnon
interests of the enterprise and the community and to ensure

the achievement of the development policy goalse

Howevv“,immediately after the introduction of the new
system the directive role of the gocial plan was still very
stronge. As a transitional meanure the plans prescribed the ba-
sic structure of production by fixing for each enterprise a
required minimum percentage of utilization of its productive
capacityy determined with precision the pattern of income dis-
tribution by setting the obligatory rates of accumulation; ela~
borated in detall the structure of invesiments and explicitly
specified the principal investment projects; regulated the pri-
ce relations,etc. In subsequent years the scope of the govern~
ment interference was gradually reduced so that the social plans
were more and more confined to setting the basic proportions in
the more aggregate termce

It is intercsting to follow the main steps in the evo-
lution of the system of workers remuneration. At first, the ru-
les for the distribution of the total revenue of the enterprise
foresaw a profitesharing scheme. The workers pay consisted of
two parts - regular wages that entered into the operating expen-
ses of the enterprise and a share in the profit. A percentage
of the profit was also retained for the enterprise funds that

could be used for investments and social welfare purposes.

Later on, in 1957/58, with the introduction of the new
income distribution system based on the determination of the
so-called net income, the concept of profit, as well as the
concept of wages and salaries as & part - the operating ex-
pensee, has deen eliminated and replaced by the net income of
the enterprise which, after deduction of taxes, contributions
and other forms of legal obligations, could be allocated by the
workere council to the personal incomes of the employid and to
the enterprise fundp., In thie way, total income earned by the
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members of the working collective wn:n tpe 7. s

in, and was dependeft on, the ‘u-inec-. -

the enterprise and wag directly rel-ted ¢ 1.
of the enterprise, This was obtviously un 1+ ¢
step in the consolidation of th ¢ jfamar v et . B
the same time, an increasing rart of the ool o0t a

left at the disposal of the enterpriscs,

By allotting different contr. (utiung anc t s Cocw
federal, republican or loc .l authorities und . . & 4  .e.,
these political entities cr instititi.ng ive . N
ceasary material basis for ascerting thwir role
and implementing the policy of economic Jeve]en, ¢, -
more, through these instruments th., goverrn e ! .
the growth of an industry by allowing 1t to ;u : e

butions at a reduced rate or by exew;ting 1t oa i+

such payments, In a ainirlu manner the rove rament oulr b o
improve the relative economic position o! +r industr ‘wit v g
not able to achieve a ressonable rate of renti  lit. fng to
the depressed prices of its products or to <th r ressons,

For the sake of 1llustration let u: mentior - .
purpose instrument of a special interent, ¥a " criwr | ae ron
to pay a tax in the form of z2n interect v 'o  i.ii oan o oew o,
capital, which in principle amountrd to .1x = er' © the .ok

value of its assets, but for some sectors it wms lowe: rd e
were completely exempt from it, These exceptionsi . .a: sere gj-
ways determined by the plan. This tax was uecignres ' induce eme
terprises to make more effective use of their productive amnets
and at the ecame time to feed the federal investment fuma 'roe
which the major investment projecta, foreseen ir the clan, weps
financed,

L3

The instruments regulating the digtridutior ¥ ...

enterprise income and ite channel {ng to variovs de.* rgt: v
constitute a general framework for the iaplemertation of o

given development policy. They are supplemented ) varioue
measures of financial, fiscal, monetary, creiit, jri ¢ apr




Yoriign trade policy.

But in addition to it, in the veriod under review,
the moverniment ret.incd in its tands a tisht control over
tn tulk of investaents. A sirmific:nt part of the availalle
investment resources was concentrated in the social investuent
funts, orgunized 2t the federal, reputlican and comaunsl levels,
and aduainistered bty the autrorized tanks, The General Invest-
mrt Pund, belonging to the federal government and administered
t, the Yucoslav Investment Panii, played ty; Tar the most impor-
tant role, Investment projects ensuring the achicvement of the
princir:l planned devclopment targets were financed in the forrm
of repayable long-term loanc extended on the tasis of competi-
tive tidding.

As u rule, "ren the plan provided for expanding an
cconomic gector the Investment tank announced an official auce
tinn for 4pvestment loans., Ti was entrusted with the responsie
bility of rlleocating funds nmens di€ferent alternatives within
the sector in question. Tre upplicants for the loan were requie
red to submit detailed ceconoalie ond technical documentat.ion
and a fully elaboroted investrent project. Information to be
furnished according to the rrescrtted acheme incluced the ana-
lysis of the expected sources of inputs and ¢! the prospective
market for the output, the integration of the new production
into the corresponding industrial »ronch and the vational ecoe
nomy as a whole (the solution of the existin~ :tructural dise
proportions, the increase in export potential, the substitution
of imports, the resulting effecct on the talince of rayments,
etc.), the anal sis of l@cnitional factors, =n estimate of the
period of construction and of the construction costs, foreign
exchange requirements, the expected profitatility to be realie
zed from the operation of the comrleted project, engineering
designs, technological process and cqyuipnent specifications,

the financial position of the applicant and his rropositiona
for mceting the Bonk’s conditione for th: loan., Through the
screening of the applications received the Bank with its exe

pert commigssiorns sought to secure the most efficient realiza~




tion of the development targets of the federal social rlnn,
Priority was given to the aprlicants offering the most fivo..
c. vle conditions. A similar procedure was applied to the ¢jc-
~ritution of investment loans from the reputlican and coamunal
in itment funds,

The share of the government in investment financing

@i te seen from the summary data im Tatle IT.

T;: cle II.

és - Socia tor
(percentage shares)

1953-1963 1966-1971 1966 1971

ls Economic

organizations 10,6 29,9 39,3 26,8
?e Other

orrenizations 6,6 Cy3 €46 Y
5« State 60,1 15,8 15,2 15,0

= Federal
government 33,3 8y 6,0 157
- Republics 10,7 3,0 294 110
-~ Communca 16,5 4,5 Cy€ 397
4. Banks 2,7 48,0 5645 51,0
Total 100,0 100,0  100,0 10¢,0

Source : Statistidki bilteni Slufbe druitvenog knjigo=
vodstva (Statistical Bulletins of the Social
Accounting Service)

State financing accounted on average for about 60 per
cent (the federal government 3343 per cent) of total investe
ments in the social sector in the period 19%53.64.,
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The aciual role of the federal government was still
freater owing to the provisions that the borrowers from the
Ceneral Investment Fund were required to participate with
their own resources, at least to 8 predetermined minimum ex-
tent, in financing a given rroject. Participation by the bore
rower was intended not only to stimulate an efficient and ra-
pid completion of the project, but also to mobilize and chan-
nel decentralized investment resources toward achieving the
targets of the federal plans. The same effect was achieved
by the guarantee deposit which the borrower had to make and
which served as a security for partial repayment of the loan
and for the case of the higher cost of the project than esti-
mated, Often the bhorrowers were compelled to resort to other
credit sources (reputlican and communal investment funds, for
example) to get the required sums for the obligatory partici-

pation 2nd guarantee deposits.

Undoudbtedly, the system of competitive bidding for
investment loans was superior to the old system of the admini-
strative allocation of investments, but the ensuing centrali-
zation of investment resources and decisions became soon the
subject of much criticism, both from the purely economic view-
point and from the viewpoint of the further evolution and cone-
solidation of the self-management system. In general, the pro-
ducers and direct economic agents were not atle to adapt their
investment activity in time, dimension and structure to the re-
quirements of an ever-increasing complexity of economic deve-
lopment, they were thwarted in developing their economically
gound initiative and full responsibility and in organizing
themselves on a wider self-ranagement basis, being oriented to
centralized funds for the necessary investment finance that
they werce prepared to accept at any price. Econoric responsibi-
lity was blurred and fragmented among many factors with di{ffe-
ring interests, "he profitatility calculations and other crite-
ria that the Bank used for the selection of the most favorable

projects and borrowers proved very uncertain in the spacific

circumstances in which the ecurnomy operated.
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For example, according to an eapirical inveatigationl),
60,9 per cent of the investment projects financed bty the Gene-
ral Investment Pund in 1959-62 period were completed with a
delay from six months to over two years, and in 52,7 per cent
of the number of projects accounting for 66 per cent of their
total valus the construction cost was higher than programmed
(in 24,2 per cent of cases over 20 per cent and in some cases
even over 50 per cent higher). Consequently, the criteria of
construction period and construction cost were in fact not
sffective in selecting projects and investors. On the other
side, social investaent funds, being under a strong influence
of political structures, could not always withstand pressures
to make uneconomic loans, whioch resulted in ths so-called _po-
litical investments” without a scund economic footing,

All this led sventually to the decision to liquidate
the centralised investment funde and to decentralise the in-
vestaent decision-making. That meant, together with the other
measures of the economic reform in 1965, the beginning of the
third period in the evolution of the planning system,

Ihe Peried after 1963

The effects of the radical decentralisation of invest-
sent dscision-making can be seen from Table II. The share of
the govermment im investment financing declined from 60,1 per
cent in the period 1953-63 to 15,8 per cent in the period 1966-
71 (the share of the fedsrsl government declined from 33,3 to
8,3 por cent), while that of the banks increased fros 2,7 to
48,0 per oent. More thanm a half of federsl iavestaent resour-
0es Wore used for the less developed repudlies.

1)

Bs Depolo : Neki prodlemi u fasd realisacije investicija u
SFRJ (Some Probdleas in the Realisation of Iavestaent Projects
in Tugoslavia), Institute of Social Sciences, Belgrade




- 24 -

In addition to the funds earmarked for the acceleration
of growth in the less developed republics (funds collected on
the basis of a specified percentage from the social product
generated in the social sector of the economy) the federal go-
vernment had, under the 1966-70 five-year nlan, some limited
funds at its dbsposal to participate in financing some major
investment projects (power production and distribution facili-
ties, coal, oil and natural gas, cement, steel, chemical ferti-
lizers), but on strictly specified conditions fixed by the rlan.
For instance, the 20 per cent participation of the federal po=
vernment in financing the electric power projects was foreseen
under the condition that the projects ensure the planned addi-
tional output of electricity and provide the ,optimal and most
economical solution for the economy as a whole, taking into
arcount the power requirements in various regions of the couns

try'.

The severe reduction of the role of the government was
counterbalanced by the rising importance of the banking system
in the mobilization and allocation of investment resources, as
emerges clearly from the pattern of investment financing shown
in Table II. The share of ths own resources of economic enter-
prises remained more or less stable, amounting to 30,6 per cent
in the period 1953-63 and to 29,9 per cent in 1966-71 (slowly
declining to 27 per cent in 1971). The banking system has actu-
ally taken over this role from the government and is now large-
ly responsible for inter-enterprise and inter-sectoral alloca~
tion of investment resources., At ths same time, the banking sy-
stem has had an ever-increasing role in transferring savings
from the household sector to the social sector.

As a consequsnce, the problsm of the efficiency of
resource allocation in the attainment of the planned dsvelop-

ment targets has to a large extent bdecome concentrated on the
adequate organization of the banking systen and its successful

inclusion into the institutional framework of the self-manage-
ment system. This has become one of the most important organi-
zational problems for which an improved solution is sought for
in the present phase of the evolution of the economic and plan-

ning system,
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III. INSTITUTIONAL AND ORGANIZATIONAL
STRUCTURE OF PLANNING

The organization of planniny and the drafting of so-
cial plans is entrusted to the Federal Planning Institute and |
to ths planning institutes of repudblics and autonomous provin-
ces. These planning institutes are technical snd advisory boe
dies responsidle to their respective governments (executive
councils) and legislative assemblies. It is their duty to or-

ganizn the preparation and elaboration of social plans and to
carry on all technical work in this connection, to analyze ths
accomplishment of these plana, to elaborate and recommend ap-
propriate policy mvasures and instruments, and to evolve the
adequate planning methods and techniques. The development of
ths planning methodology is a special responsitility of the
Federal Planning Institute,

The principal sources of information for preparing
social plans are the federal and republican statietical insti-
tutes (regular statistical services and special inquiries if
nesded for the plan preparation), Social Accounting Service
(financial statistics) and the National Bank (monetary and
credit statistics). Various research projects on certain de-
velopment problems and methodological questions, initiated and
coordinated by the Planning Inetitute, are usually entrusted
to the specialized research institutions.

But in exploring development potentialities of indi-
vidual industrial dranches the planning institutes cooperate
very closely with the professional industrial associations and
with the industrial sections of economic chambers. The industrial
associations, as the professional organiszations of industrial
enterprises of a given branch, are continously sngaged in ane-
lysing the joint development prodlems of their branch, in sear-
ching for the adequate solutioms of these problems and in pro-
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posing the corresponding measures to the relevant government
institutions. They form also important 1inks between the plan-
ning agencies at all governuental levels and the sconomic en—
terprises by coordinating the plans of their member-enterpri-
ses. In line with the basic principles of the planning eystem,
discussed in the preceding sections, they are called upon to
take an active part in the preparation of social development
plans. Their participation is organiszed as a rule through the
economic chambers. In order to secure an adequate place in the
social plan they are motivated by the interests of their own
branch to prepare well-defined development programs and to
substantiate them with detailed economio and technical data.
Within the corresponding sections and oommittees of the econo-
mic chambers they have the opportunity to coordinate and mutu-
ally adjust their programs. This represents then an invaluable
contribution to the realistic estimates of the ovsrall develop-
ment possibilities and to the elaboration of s well-founded
macroeconomic development plan.

The organisation of this cooperation has been formally
inetitutionalized during the preparation of the last five-year
plan by establishing the legal obligations of all participants
and an obligatory minimua of the methodological congrusty of
their development programs, which should fecilitate their com~
parability and coordination.

In preparing the fedsral socisl developaent plan the
Federsl Planning Institute is also helped by the relevant fede-
ral secretariats and agencies (economy, finance, foreign trade,
prices) as regarde the questiens from their domain. In the dedi~
berations on the baeic developsent policy targets, especially
those ooncerning the standard of living, the distribution of

income, the further assertion of workere self-mansgement, eto,
an sotive part ie taken by the associations of trade unionms.
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Formally, there are three stages in the procedure of
the drafting of the federal social development plan. Fir«<t, on
the basis of the anelyses of the fulfillment of the current pian
and of the open and urgent development problems the Federal As~
sembly, on the proposal of the Federal Executive Council, issues
the basic guidelines for the preparation of the development rlarn
for the next period and calls upon all interested institutions
to take part in this preparation, In the second stage, the Fede-
ral Assembly discusses the preliminary draft of the rlan and
submit: it for the pubdblic discussion., The widespread diccugssion
of the draft plan has the advantage of contributing to rublic
understanding of the objectives and contents of the plan, of
inciting the interested groups, the basic economic agents -nd
different self-managed institutions to give their remarks and
counterproposals and to exprees explicitly their attitudes to-
wards the proposed solutions of various development problenms,
For this reason the draft plan is open for pudblic discussion
for a predetermined period of time, at least one uonth, This
institutional amengement is intended to help the atfirmution
of planning as an integral social function. In the third ctuse
the final draft of the plan, in which all these remarks, sus-
gestions, criticisme and proposals have been duly taker into
account, is discussed and adopted by the Federal Assembl;., A
similar procedure is applied to the preparation of development
plans in the republics. As has been already pointed out, cone
crete msasures for the implementation of the federal plan have
to be based on the consensus of all republice and autononocus
provinces,

The communes have their own technical planning servie
008 organised in accordanes with their lpccffic needs, In com-
munes vith greater industrial agglomerations thess services
: Are ususlly an integral part of the broader research centere
" for eeonomic development., The Plans of ths communes are appro- ‘
' ved by the communal asssmblies. ‘




IV. YETHODS AND TECHNIQUES OF PLARNING

The methods and tcchnioues used in the preparation of
the medium-term plans as the tesic type of social developacrt
rlans have bLeen gradually develcped and adapted to the evolution
of the specific role of rlanning and its institutional and or-
ganizational rtructure. In principle, the elaboration of the

plan proceeds now in threce main stages.

At first, preliminar, mgregate and sectoral forecasts,
baped on extensive analyses of past development trends and of
factors likely to detcrmine the expccted further growth, are
prepared in the planning institutes. Different anal;ticel tech-
niques from the known arsenal of ithe forecasting methods are
comtined and used in an elecctive wey. Simultaneously, the basic
economic agents, enterprisea and their associations, prepare
their development programs ory if these programs already exist,
synthesize them in terms of the minimum obligatory indicators,
which allow their mutuul comparebility, the calculation of their
global effects on the agcrezite economic proportions and a ge-
neral verification of their feasitility. The feasibility pro-
blem is posed frou the viewnoint of the macroeconomic propor=
tions, while the micro feasibility queation is left entirely
to the corresponding economic or~nizations (enterprise or in-
tegrations of enterpriges, banks) as the basic decision-making
units. That is why in the process of coordination which follows
the principal interest is nttached to the sectoral development
prograna vorked out bty the profcesional tranch associations in

collaboration with their member-enterprises.

In the second stage a detailed coordination process
takes place, in which all intercsted institutions and greups
participate, The preliminary agegregate and sectoral projections
are confronted with the development programs of individual in-
dustrial sectors, the underlying hypotheses are re-examimed,

the additional information collected and screened, and alter—

rnitive courses of action considered. The result is the first
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draft of the plan,

In the third stage, after the discussion of thigs dratt
plan in the legislative acsemblies and in the putlic the fingl
plan 18 elaborated in the rlanning institutes. In addition to
the development objectives and targets it contains as its inte-
gral part the outline of the policy measures that will be under-

taken to ensure its implementation,

The procedure is similar for the elatoration ot the
federal and republican plans, their mutual coordination in the
basic development objectives and policies being assured during
the planning process itself (especially in the second stage)
and in the course of the policy measures concretization which,

as has teen noted, must be based on inter-reputlican consensus,

Let us review briefly the information neceseary for
the elaboration of the plans both at the macro and micro level
and the available sources of this information.

tion at the cro ve

a) For the analysis of the development trends of va~
rious economic phenomena and their mutual interdependences
regular statistical data are compiled and published by the
federal and republican statistical officess A summary survey
of statistics of economic, demografic and social developments
for the country as whole and for individual republics and
communes has been published yearly since 1954. (in Statistical
Yearbooks). Deteiled statistical surveys of different fields
are periodically given in separate statictical bulletins. Re-
gular foreign trade statistics are published in great detail,

Bven monthly surveys of basic economic statistics have been
regularly published ever since 1952,
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b) For the analysis of the aggregate economic flows a
system of national accounts has been developed and gradually
expanded since 1952, It includes six basic accounts (production,
receipts and expenditures of households, receipts and expendi-
tures of nonproductive activities, personal and collective con-
sumption, investments, relations with the rest of the world)

and numerous supporting tables in detalled disaggregation.

c) Integrated statistics on financial flows and all
financial operations of economic enterprises and other insti-
tutions are published by the Social Accounting Service which
is charged with the overall financial conirol. The compilation
and analysis of the annual balancs sheets of all enterprises,
worked out according to a uniform scheme, represent a rich
source of information on the current situation and development
prospects of individual enterprises and productive sectors.
Summarized data on income distribution in individual economic
sectors and branches, on availabdle resources in various funds,
on investment financing, etc. provids a possibility for realis-
tic estimates of the financial aspects of the implementation
of the plan,

d) Analyses of intersectoral relations and projections
of the structure of production are based on the input-output
tadbles compiled in two-years intervals sinoe 1962, after the
first experimental tables had been constructed for 1955, and
1958, The entire production system is disaggregated into 98
sectors, 69 of which relate to industry and mining. Separate
matrioes of import flows are also oompiled psrmitting a detai-
led analysis of the import dependence of various sectors and
segments of the economy. This is of an utmost importance in
planning because of a great dependenoce of many industrial seo-
tors on imports of intermediate productu.l) Input=ocutput models

1) See M. Sekulié - Struktura uvosne zavisnosti jugoslavenske
privrede u proteklom desetljeéu (The Structure of the Import
Dependence of the Yugoslav Economy in the Past Decade), f:
Aktuelni problemi privredmog rasvoja i privrednog eistema
Jugoslavije, Ekonomski institut 197, ". 127-151
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are also used to calculate the compler efie ts o' riiy  pree-
tions or of the exchange rate changee cn the relutive o cromte
position of various sectors and on the whole price wtructure
(for example, the economic reform in 19n5.l)' the devaluationrg
of dinar in 1971.2) ).

e) Por the analysis of the structure o personal «one
sumption and for the calculation of income tlaeticitien of vo-
rious product groups family tudget surveye are creanized By
the Statistical Institutes. These surveys are made regularly
on a relatively saall sample of householde, but perindicaily
this sample is considerably enlarged(to adeut 16000 householdel,
The calculated income elagticiti.s combined with tige pertien
analysis, international comparisons, etc, serve aa s tcol for
projecting the structure of personal conaumytion,

f) In addition to these main statistical Wurces daig
On many other relevant features of industrial development ure
Tegularly or periodically collected and analyses,

1) M. Sekulié & G, Graié - Using Input-Output Bedel for the

Yugoslav Prics and Currency Reform, in AREnt-Ouions Tech-

m' 'crth-noll‘ﬂd NbQCOO’ 197?, »n?”'?‘l.

2) M. Sekulié - Seneitivity of the Yugoslav Beonomy to the
Changes in Import Prices, Structurel Analysis, Insngmaii
Pregled, Wo 3-4 , Zagred 1972




The broad spectrum of regularly compiled statistical

data supplemented with the additional statistical and analyti-

cal investigations provide a baszis for a comprehensive analy-
sis of past development trends and of various structural rela~
tionships ind their parameters which permit the jdentification
of those factors that decisively influenced the rate and struc-
ture of growth achieved and that could be at work in the next
plannine period. They form a starting basis for the elaborstion

of the preliminary projections.

The resulting preliminary projections are then, as
has been noted above, confronted auring the second stage in the
process of the plan preparation with the development programs
made ty the individual ijndustrial sectors. It is only through
this corfrontation, through the balancing and adjustments of
more detailed structural proportions, that propulsive and limi-
ting factors of development are discovered, the simul taneous
feasibility of the development targets determined, the complex
i{mplications of various development variants established and
an insight obtained into the key problems which are likely to
arise during the implementation of the plane

Information at the cro level

The elaboration of the development programs in indivi-
dual enterprises, broader integrations of enterprises and in
industrial sectors are based on detailed teohnical, economic
and firancial considerations which are specific for each case.
But in order to enable a concerted approach to the elaboration

of social development plans a minimun of obligatory indicators
has been prescribed for enterprises, their associations and




- 33 -

communes. Now we will give a brief review of these indi-
cators.l)

sf“; R A s AR ot b Pt

They are classified into three groups @

SRS

a) joint indicators for enterprises, their associations

B

and communes, b) additional indicators for enterprises

% and associations, c) additional indicators for communes.

The first group contains the data on fixed assets,
total revenue, operating expenses, depreciation and income
with the distribution of income to pereonal incomes and
enterprise funds. The communes have to consolidate these

indicators for all economic organizations in their terri-
tory.

The second group relating ori1 to the enterprises
and their associations includes the indicators on : The
number of employed (classified according to skill); volume
of output; inputs of the main intermediate goodsp investe
ments in fixed assets (the structure of investments, the
source of finance, the economic effects expected); invest-
ments in working capitul (the part financed from own re-
sources)j investments in social standard facilities; vo-
lume of exports.

1) Zakon o pripremama za donosenje druitvenog plana razvoja
Jugoslavije za ragdoblje 1971-1975 god. (Law on the preparation
of the social development plan of Yugoslavia for the period

1971-75), Sluibeni 1ist SFRJ, No. 13/1969

Naredba o utvrdivanju miniguma sajedniékih pokazatel ja za
isradu planova rasvoja radnih organizacija, njihovih asocijacija
1 opéina za rasdodblje od 1971 do 1975 god. (Decree on the mini-
mum of joint indicators for the elaboration of development plans
of the work organizations, their ascociations and conmunes for

the period 1971-75), Sluibeni list §FRJ, No 23/1969




The additional indicetors for the communes refer to
the demographic data and the structure of the labor force, to
the total social preduct broken down by the main sectors, to
the total receipts of hnuseholds and public btudgets, to the
collective consumption (health, social insurance, education,
cultural activities), to total economic investments and sepa-
rately to the non-economic investments bhroken down by the

main categories,

All these indicators are given for the planning period
and for the preceding five-year period (stocks for the end-years,

flows for the whole period).

The principal sections of the plsn

In reviewing the principal sections of the medium-term
plan we will primarily lean on the 1971-75 five-year planl)
since it reflects the latest stage tn the evolution of the cone

cept of social planning,.

In the preamble of the document on the plan adopted
by the Federal Assembly it is explicitly stated that the plan

represents an agreement of the republics and autonomous pro-

vinces on the common economic policy in the period 1971-75,
that 1t is based on the development programs of the organise~
tions of associated labor and of the socio-political communi-
tiesy and that it has been prepared in cooperation with the
economic associations and the other social and political fao-
tors in the country,

1) Druitveni plan rasvoja Jugoslavije sa rasdodlje od 1971.do 1975.
godine (Social Development of Yugoslavia for the Period 1971-1975),

Sluibeni liot SFRJ, No 35/1972




- 35 o

The plan determines the main objectives, tarfsets and
measures of the development polic, and defines the corresponding
tasks and necessary courses of action of all agents responsitle
for the attainment of the planned objectives and targets. The
content of the plan is as followe :

I. The attained level of development and the main devew
lopment problems
II. Socio-economic development in the period 1971-75,

l. Basic objectives and targets

2. Basic components of development policy (summarized in the
projected rates of growth of the social product, employment, la-
bor productivity, investments, living standards, collective cone
sumption, exports, importe and prices)

3o Policy of expanded reproduction (general policy of eco-
nomic development and structure of production; bagic structure
of investments by sectors and sources of financej science and
research, education and training, culture and healthy develop-
ment of economic infrastructure with fixed targets for cxpansion
of power production and supplys production targets for the most
important raw materials - iron and steel, nonferrous metallurgy,
basic chemicals, cement, lumber; development of capital goods
Production, of construction and of other manufacturing industriesg
with the main organizational measures that should te undertaken;
agriculture and food processing industry; tertiary sector),

4. Economic relations with the outside world

5. Regional development and the policy of accelerated deve-
lopment of less developed republics and the autonomous province
of Kosovo

6. Baployment and professional cadres

T. Standard of living

ITI. Guidelines for ecopomic policy measures

This section of the plan is condidered very important
because it synthesizes the main lines of economic policy that
will be pursued in different fields and at all institutional
levels with the aim of achieving the goals set by the plan,

In the plan under review these guidelines refer to H




Statilizaticrn of eccononic flowsg

Mark-t and pricesy

Bconoric relations with foreign countriesy

wonet ry and credit volicyy

Fiscal ;nlicy (taxes, contributions, financing
of the federation);

Policy measures relating to expanded reproduction:

Fncouragement cf accelerated development of less
developed reputlics.

The role ¢f different policy measures will be reviewd

in the next acction of this paper,

Ve THF RCLE OF NIFFERENT POLICY KEASURES
A'D INCENTIVES

As hag teen jointed out, different policy seasures and
incentives aimed stirulating the fulfillment of the planred
mvelopment targets constitute an essential part of the plan,

In the fiveeyear plun they are, as o rule, framed ir the form

of general guidelines to be followed by wvarious institutional
bodivcs in iznl nenting the Aevelopment policy adopted in the
plane The concrete operationalization of these guidelines is
very flexitle, Becideg the traditional econormic policy measures
a special emphasis is placed on organizing the self-managed
apreementy anong the interested groups for thé purpose of achie=-
ving vircious targets of the plane These agreements arise prime=
rily from the own economic interests of all those concerned,

but they may te also initiated or directly organized by the
gncio=political communities (the republics in the first place), or

ty the economic chamberse The preferential treatment in the fis-
¢l and credit policy is often made dependent on the effective
realication of such agreements, The insistence on the self-




manaced agreements as a vehicle for the realicztion of *he
planned develcpment policy rerrcscrnts a concrete naterilicia=-

tion of the concept of planning : s =n irterr I (ccicl ‘unction,

The main policy instruments nave teer -lrewdy irdica=-
ted in the section of this parer <ealing "iti ¢ evelution of
the planning system, Of the most general imrcrtance arc the lanc
on the income distritution in the rrterrrises coupled " th the
fiscal system and the legal regulations rrescriting ko - ricus
obligatory enterprise funds cin bec use”s These rules are ‘rared
in such a way as to ensure the basic planned rrorortior in the
division of national income tetween consuamption and accumulaticn
stimulating at the sauc time the producers tc maximize the ‘otal
income by increasing their cfficiency and ty satisfying the qua-
litative and quantitative requirements cof the raurkete The rotive
of the prospective incore maximization, if supported anog ;uiden
by the informative and coordinating function of the sccial plar,
supplemented by adequate direct and indirect policy measures and
economic incentivees, becomes a strong stimulus for an efficicnt

uss of the avajilable investment resources,

The rcgulation of the distribution of enterprise incomes
has been recently furthe: developed by the introduction of inco-
mes policy agreements (between the republican government, the
chamber of the economy and the trade uniong) establishing the
guldelines for personal income payments in the enterprisess. The
principles fixed in these general guidelines are worked out in
detail by each branch (in the form of the so-called self-manage-
ment agreements) to take into account its peculiarities. The
aim of these incomes policy agrsements is to bring personal in-
comes more in line with the productivity and efficiency increase,
to rsduce unjustified inter~-branch and inter-firm differences in
personal incomes and to ensure socially desirable rates of accu-

sulstion. These new msasurss are designed to remedy the short-
comings sxperienced in ths past period and to serve as a tool
for influencing the development of personal income, aggregate
demand, and resource modiliszation and allocaticn,




The influence on resource allocation in accordance with

the qevelopment targets 18 achieved through various organizatio=

ral me-scures nnd policy instrumentas.

To aucsure the planned expansion of power production
(¢lectricity, coal, oil) the republice, individually or on the
tasis of a joint agreement, take the appropriate measures te
motilize the necessary investment resources through compulsory
or voiuntary pooling of funds, through the internal or external
loans, through the price, fiscal and cradit policy relating to
these cectors. For example, in the period 1966-70 a contritution
(ransing up to © per cent) on all investment payments wug direc-
ted to a special fund earmarked for finincins the planned elec-
tric rower gencratineg fucilitiese In this wa; new consumers of
electricity had to contribute to the provision of the additional
¢lectricity output, Different possitilities of resource pooling

are now under considerstione.

The planned expansion of verious productive sectors
is stimulated through a selective credit policy including sec-
toral priorities in allocating credit,v reduced interest rates
and other preferential conditions. The banks may be compensated
by the socio-political communities for the loss incurred in gi-
ving credits at reduced interest rates and other preferential
conditions if these credits are based on specific arrangements
guaranteeing the fulfillment of certain planned development tar-
getse To be entitled to such a preferential treatment the pro-
spective investors have to ensure the mutual ad justments of their
development programs and bring them in accordance with the social
plan. Different fiscal charges may be also framed in such a
manner as to foster the development of the sectors having the
priority place in the plan,

The development and export promotion of the capital
goods industry is achieved through the Bxport Credit and Insu-

rance Fund. By extending credits for capital guods exports and
for investment works abroad it enables the exporting industries
to be competitive in the international capital goods market. At
the same time, in approving credits it pursues the broader objec-
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tiveeg of promoting tne development ol the de=estie indn. v
apelying the appropriate criteria, such as: the provyeci. ~or
acquiring long-term markets for the corresponding rrociots;
the share of the domestic raw materials and intermediate ;-oods
contairned in the products exportedy ihe level of inte;ration
in the domestic inductry attained in producing and firnancine
the products exported; the extent to which the exports in oues-
tion contribute to the long-term cooperation and speciali:atior
arrangements with the foreign puartners, etces mecently the tund
has been transformed intc s self-managed institation revresen-

ting the jolpt interestes of economic organizntionu,

Generally, export incentives consis: of va:i. s {iscal
and financial instruments. They include tax retutes, special re-
discount facilities at subsidized interest for export credits
and especially the so-called retention quotas meaning the pre-
portion of the foreign exchange earnings that the exjporters
are permitted to retain and freely use for import payments and

other purpcsess

To stimulate the modernization of the industry through
the import of modern equipment, technology and know=how each
enterprise is entitled to use a percentage of its depreciation
allowances for pirchasing foreign currency. These percentages
are fixed by the government for individual branches. In this
way, the rates of the retention quotas and of the depreciation
allowances in foreign exchange serve as incirect regulators of
the volume of equipment imports., They may serve also as a fi-
nancial bacis for contracting foreign credits. But to counter-
act possible excessive increases in equipment imports and to
regulate external borrowing obligatory deposits in domestic
currency are introduced and the government can change the per-
centage of dinar deposit requirements,.

The tariff protection of the domestic industry is also
geared to the planned development goals. In this respect it is
insisted, however, that the domestic industry be exposed as far
as possgible to the efficiency criteria of the developed econo-
miea, so that the initial protective tariffs for some industrics
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should be gradually reduced. The imports are therefore libera-
lized in principle, the gcneral regulation being effected through
the allocation of the globtal foreign exchange quota unnng the

broad commodity groups and through the import licenses in speci-

fic casese.

The pricc policy and price formation principles have
a rrrat importance not only for the realization of a given deve=-
lopment policy but for the functioning of the whole economic
system as vell, As has been already pointed out, in the econo-
mis reform of 1965, the whole price structure was overhanded
and the new relative prices established, so that the market
criteria could be allowed to operate more fully in the field
of resource allocation. In principle, price formation was left
to the market mechanism subject to the general regulation of
market relations through the economic rolicy measures, the use
of government commodity reserves for interventions in the mar-
ket, etc., while direct price control had to be resorted to in
cases when the price rclations and stability could not be en-
sured by the economic means. In order to improve the functio-
ning of the price mechanism, to make it more adaptable to the
development policy objectives, and to lay down more appropriate
foundations for the price policy a new law on the social con-
trol of prices has been enacted in 19721). The basic principle
of the free price formation according to the market relations
will henceforth be subjected to a systematioc but very flexible
social price control effected primarily through various forms
of agreements among those concerned, but also through the direct
control if it is needed to seoure the conditions for the reali-
zation of the planned development policy and to preclude arran-
gements aimed at attaining monopolistic position in the market.

1
) Zukon o drudtvenoj kontroli cijena (Law on Social Control
0" Prices), Sluibend list SFRJ, No 25/1972.
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Different procedures are foreseen for the mutual adjustments
of prices, for the mechanisms of price formation, for the pro-
tection of domestic oroducers [(rom the poscible large fluctu-
atiogs of foreign prices, for the compensation of those pro-
ducers that could be adversely affected by specific price po-
licy measures, for the general supervision of the self-managed

price agreements, etc.

An aspect of a great significance in the development
policy is the promotion of the faster growth of the less deve-
loped arcas of the country. This has been one of the major ob-
Jectives of Yugoslavia's development policy thiroughout the
postwar periode With the abolition of the role of the federal
government in direct investment financing a special Fund for
the Accelerated Development of Underdeveloped Regions has been
set up, During the previous five-year plan (1966=70) the re=
sources of the fund were mobilized by a special contribution
of 1,85 per cent on the social product generated in the socia~
lized sectors of the economy. About one fourth of the investe
ment outlaye in the less developed republics and regions has
been financed from this fund., Under the new five-year plan
(1971=75) each republic is responsible for the fulfillment of
its quota of resources for this fund amounting to 1,94 per cent
of the social product (the increase over the previous guota of
1,85 per cent being earmarked for the autonomous province of
Kosovo as an addition to its normal share), and this quota is
met by the obligatory loans from economic enterprises. The re-
sources collected are now distributed among the legcs developed
republice on the long-term credit basis (15 yearse at 4 percent,
and for Kosovo 19 years at 3 per cent). Special ellocations of
foreign exchange resources, priorities in ueing foreign loans,
etc. are also foreseen. In addition to the direct transfer of
investment resources, various incentives are accorded to enter-
prises and banks in the developed regions to undertake invest-
ments in underdeveloped areas and to provide the necessary

technical assistance,
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Litn the AcoDopany cnd nrganizetionndl measures ard coliny in=
Ctramentc the market mecenanism 1o allowed 0 oring ahcut the

ocvtinal allocation of reogiarcegs lmprovements in the alloca-

tive e’ficiency represent one of the cricial protlemn: in the
‘urtner evolution of the planning sycter. Si;nificint vryuni-
~wtional efforts are at present directed to this aim, Shey
include the reorganization of the bankiny syoiedy vhe 1nlro-
duction of the more sgevere criteria for project gelection,
the strongthening of the financial regponsibilit and 1 broae
der affirmation of the self-managed agreements and socinal
contracts in carrying out the devclopment objectives o’ the

plane

VI. DEVELOPMENT PLANNING IN INDUSTRIAL
ENTERPAISES AND ASSOCIATIONS

The general role of jndustrial enterrrises and their
agsociations in development planning has been already descri=-
bed in the pruceding exposition of the structure of ihe plan-
ning svatem. Now we can briefly summnarize the main determinants

for the development planning in the enterprises themselves.

First of all, in the development planning at the
micro level two different sets of determinants have to be
distinguished. The firtp set relates to the expected general

macroeconomic onvironment (overall growth, structural changes,

economic policy paramcters, etc.) that will be reievant for the
pousible expansion of vhe sector to which a given enterprise
belonga. This 1nformatioﬁ {s furnished by the social levelop~
ment plans. A general coordination of the principal develop-

ment programs withtfﬂfzfiufffﬁg;/is»aiéo achieved in the course
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of the preparation of soucial plins. Herein .- "€ .
portance of the informative and roortinet i or

social macroeconomic plans.

Within this framework the develcpme «°

of each individual enterprise cr of a given 1- tvyiat: -
trial complex are determincd ty its epecific srwet jooae oy
its position asserted through puct FerfOrmarnce = anf

to absorb innovations and technical yrogress, : . b

cial potential and its outlook to rorilize a1t
resources, or in one word, by ite viypor to Keej} [woe +:tb e
dynamics of economic develorment, Tiie met ¢ detersir ' e
a pre-eminent place i1 the development planning at the 5 re

level.

Therefore, in a general outline, the ove -

grams at the micro level are baged

- on a detailed investigation of Lhe prospective

increase in the domestic demand, of the extort pose.tl i,
and of the competitive position in the dome stic ani orvigs
markety

- on technological research and deve. rmont te ity

stemming from the research work of the owm dev. RTINS S T

tutes or transferred on the tesis of licensine  ontro 7o 0o

joint production and technical astistance .rr ooeuertoog. s

the foreign manufacturing firmsy

- on selfemanaged cooperaticn or 1 cr .rteor

agreements with the other indu.trial orgeri. "iorr te e wls

specialization and complementargty ir sevclor-on® progis ™
well as a necessary pooling of invests nt re.curcess Lo

agreements have increasingly tocome o typleal hopacter T
of the economic scene in recent years)
- on possible financial conetructioms for the reiiie

gation of the development progras comtinig the owa sccunu.: ted
funds, the joint resources with other partners, inve: tiernt

oredits frop domestic banks or foreign lenders, cry in tha

case of the lcas developed rogions, the credits frum the
corresponding specific=purpose funds, The fimancial sspect




of dcvelopment progrumming strecses the importance of the inter-
ral income distribution schemes that should enatl~ the formation
o sizeable own investment funds because such funds serve also

as a firm basis for acquiring additional investment financee.

All thcse clements, in conjunction with the specific
technico-cconomic characteristics of different industrial
branches and complexes, determine also their time horizor

in development planninge.
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Industrial Planning in Yugoslavia

Summary

Industrial planning as an integral part of economic pla ning in Yegeslavia
has undergone radical changes in line with the evclutio: of the sceio=pelitical
and economic system of the country. From centralized planning and ma . areme:t
of the ecunomy it has been moving progressively towards a deceatralize!
market-oriented economic system based on workers' self-management and .
specific methods of social planning and guidance of the overzll econur.ic
development. The experience in industrial planning, functional, crganizaticnal
and methodological characteristics of planning at the present time as well as
the direction of its further evolution are presented in the light ~{ this
historical perspective.

The general objective of the economic reform of 1955 consisted in the
final elimination of all remainders of the earlier economic system that
inevitably required a continuous state intervention in some vital eccacmic
processes, restricted the operation of market laws, impeded the ratic.al
economic behaviour of the economic subjects and retarded the full development
of the self-management system.

In addition to the decentralization of i .vestment decisions a radical
transformatio: of the price structure has teen undertaken, The fundaméntal
preoccupation is to create the nccessary conditions for the direct eccrncmice
agents to take over the basic responsitility for the ccouomic ievelopmert
not only within their own individual organizaticns but o a wider sceial scale,
The amin idea is that the responsibility fcr the development placning sheould
essentially ue transferred to the various self-managig e:tities, while the fedcral
government should in the first place perfcrm the co—ordirating functiens,

The, social pla: of Yugoslavia is based on social contracts among the
organizations of associated labour (enterprises and their freely formed
organizaticns and integrations), commw:es and other self-managing instituticns
and on agreements among the republice and autoanomous provinees. The jciat
responsibility of the republics and autonomous provinces fer the developmeut
of the couitry as a whole is specially underlined. 1. principle, the federatic:
is responsible for those spheres of economic developme:nt that are the ~ommc::
concern of all republics; for the general co~ordinatic.i i:. developme:;t plauniung
and in formulating and impleme..tii.g the developmeut policy; for supporti:g

accelerated developmeat of less developed republics a! regiousy fer e.sirig
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Cy et s o0 e ctrelparvet anl e e e
: 1 ke 1y < gam Y ae 4 e pe thE
e o hole eninrry. Tooanl these a tivitaes 1t has to e ore the
et s e b Ol Ahe rep Bl ien ol antoasnoas pre rlron, ."p(""lal omt1t tienal

arra grement o 2l procebures nave beern estal lighed £ tine pury

it e pencral framewerk of tne geint jreloprent §oo Loy w0 tasle
o lopae o torrets contalned i tve fcieral plai more detarled tarsets
¢ orrecy odr g to the specifics of cach .ntii1dua! republic are ihe aut et
¥ itg ow, c-al plan. It is tne responsitility ¢f the republics to¢ create

+'1 ensure, Ly various organizational, economic a d legal measures, *he
1

pregsary ~oo iitions anid a favourable ernvironme -t {.r the adequate ‘ievelop=
e 4 uf thelr regpective economies,

trterprices and their associatio:ns lraw up their ievelopment prcgrammes
wcpen tently according to their spe-: {1 market sitaiation, development
prospects and co—operatioen and integration agreements with other enterprises
withoat any formal obligation as to the content of the programme or the
pericd of time it covers. But an order tc implemeit the 1dea of a broad
ro—~cperatiorn in the formulatic: cf the sceial develcoment plans all enterpvises
a.d communes are requested during the preparation of the five year plan to
elaborate their plan propcsals in terms of a given runber of minimum
obligatory 1ndicators for the five-year period of the social plan and to
submit these proposals on request to the planning organs of the socio—
political comminities and to the professional economic associations. 1Tt 1s
likewise stipulated that the organs of the socio-political communities will
mak~ the rciults of their analyses and preparatery studies accessible to the
enterprise: and their aéscriations and will ensure the irfluence of these
organizaticus on the formulation of social plans.

The aim of this co—operation in the course of the elaboration of the plan,
in which tne professional associations and economic chambers play a significant
role, 15 tv secure that social development plans at all levels represent a
realistic and internally consistent synthesis of the development prcgrammes
and potentialities of the basic decisicu-making units. It does nct mean,
however, that the plans at lower levels are in any formal way subordinate to
the plans at the higher institutional level. The plans 2f the enterprises are

approved by their self-management organs and the plans of the srcic—pclitical

conniumities by their respective legislative bodies.









