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Yugoslavia After the 
By Dr Dietmar Fuchs, Brussels 

Reform of 1965 

y ugos lav ia ' s  economic  order  is ba sed  on the  con- 
cept  of col lec t ive  owner sh ip  and  the recogni t ion,  

in principle,  of the  laws of supp ly  and  demand.  The  
co l lec t ive  aspect  is expressed  chiefly in genera l  out- 
l ine  plans.  This  p r o b a b l y  cons t i tu tes  the  most  obv ious  
di f ference from Sovie t - type  sys tems  which seek  to in- 
c rease  eff ic iency b y  adding  micro-economic  devices,  
wh i l e  the  emphas is  is p laced  on  t he  cen t ra l  p lans  of 
the  State.  Yugos lav ia ' s  co l lec t ive  plans,  on  the  o the r  
hand ,  are  r a t h e r  l ike  d e v e l o p m e n t  p rogrammes .  Al- 
t h o u g h  theore t i ca l ly  the  func t ion ing  of a f ree  m a r k e t  
e c o n o m y  does not  depend  on  the  ques t ion  of owner-  
ship, the  "Social is t  m a r k e t  economy"  is speci f ica l ly  
i n t ended  to show tha t  the  means  of p roduc t ion  are  
n e i t h e r  owned  p r i v a t e l y  (as in  the  West} nor  b y  the  
Sta te  (as in  the  Sov ie t - type  economies) .  Yugos lav ia ' s  
idea  is a so-cal led co l l ec t ive  ownership ,  w i th  t he  
m e m b e r s  of the  en te rp r i se  as a group be ing  the  owners .  

In Yugos lav ia  the  en t e rp r i s e  is the  focal poin t  and  h a s  

the  economic  in i t ia t ive .  This  implies  tha t  from the  
v e r y  s ta r t  max imu m  impor t ance  has  b e e n  a t tached to 
the  pr inc ip le  of p rof i t ab i l i ty  at  en t e rp r i se  level .  Indi- 
v idua l  in i t i a t ive  and  the  in te res t s  of the  co l lec t ive  are 
m e a n t  to r ende r  compuls ion  b y  the  Sta te  in the  form 
of Sov ie t - type  cen t ra l  p l a n n i n g  unnecessa ry .  This  
a t t i tude  might  be  r e g a r d e d  as a t ang ib le  express ion  of 
the  t heo ry  and  prac t i ce  of Yugos lav ia ' s  own  ideology.  

He re  a re  the  charac te r i s t i c  fea tures  of Yugos lav ia ' s  
e c o n o m y  which h a v e  a p p e a r e d  in all t he  reform 
measu re s  of the  pas t  few years :  emphas is  and  recog- 
n i t ion  of the  laws of supp ly  and  demand;  economic  
ou t l ine  p l a n n i n g  on  the  French ra the r  t han  Sovie t  
pa t t e rn :  ear ly  t r ans i t ion  from pri~zate to co l lec t ive  
o w n e r s h i p  of the  means  of product ion ,  and  f inal ly  
workers"  se l f -adminis t ra t ion .  

Reasons and Aims of Economic Reforms 

The r e a s o n  for all the  re forms  of the  pas t  few years  
w a s  t he  fact t ha t  m a n y  en te rp r i ses  were  becoming  
more  and  more  unprof i tab le .  Labour  p roduc t iv i ty  was 
l agg ing  and  u l t ima te ly  l ed  to a moun t ing  ba lance  of 
p a y m e n t s  deficit. A d d e d  to th is  were  s t ronger  in- 
f l a t i ona ry  t endenc ies  due to excess ive  inves tment ,  on  
the  one  hand,  and  h i g h e r  pe r sona l  incomes,  on the  
o ther ,  which were  b a s e d  on  the  wages  and  profit-  
d i s t r ibu t ion  pol ic ies  of t he  W o r k e r s '  Counci ls  who  
fai led to rea l i se  the i r  e conomic  consequences .  A slow- 
d o w n  of economic  g r o w t h  fol lowed.  

O t h e r  reasons  neces s i t a t i ng  economic  reforms were  
the  d i sc repanc ies  b e t w e e n  the  economic  deve lopmen t  

of the  Nor th  and South  of Yugos lav ia ;  the  lack of a n  
a d e q u a t e  po l icy  of i ndus t r i a l i s a t i on  and  of bu i ld ing  u p  
the  in f ra - s t ruc tu re  (roads, ra i lways,  w a t e r  supply,  
etc.), and  the  i nc rea s ing  in f l a t iona ry  t e n d e n c i e s  of the  
p r eced ing  years .  H e n c e  al l  re forms thus  far  a imed  a t  
r e m o v i n g  as quickly as  poss ib le  pr ice  d ispar i t ies  af- 
fec t ing  the  h o m e  m a r k e t  a n d  expor t  te rms.  The  crea-  
t ion  of eff ic ient  and  s t rong  p r o d u c t i o n  g roup ings  h a s  
t a k e n  p r io r i ty  and  is c lose ly  c o n n e c t e d  w i th  a g radua l  
d e v e l o p m e n t  of the  inf ra-s t ruc ture .  

All  t he se  reforms s t ress  t ha t  f ree  m a r k e t  r e la t ions  
mus t  be  m a i n t a i n e d  and  a im at  a l a s t ing  s t ab i l i sa t ion  
of the  Yugos l av  economy,  h i g h e r  l abour  p roduc t i v i t y  
and  a con t inu ing  r i se  in p r o d u c t i o n  in the  coming  
years .  

Efficiency and Profitability 

In future,  t he  b a n k s  wil l  h a v e  the  f inal  r e spons ib i l i t y  
for  the  be s t  poss ib le  use  of ava i l ab le  funds  b e c a u s e  
the  Cen t ra l  I n v e s t m e n t  Fund, the  scope  of which h a s  

b e e n  res t r i c ted  to l e s s -deve loped  a reas  1 p r o v e d  in- 
capab le  of g u a r a n t e e i n g  sa t i s fac to ry  p rof i t ab i l i ty  
audi t ing.  W i t h  the  b a n k s  a lone  dec id ing  on  inves t -  
men t  credits ,  t hey  n o w  exerc i se  a gu idance  and  con-  
t ro l  of g rea t  impor tance .  

The sys t em of ove ra l l  d i s t r ibu t ion  of a v a i l a b l e  m e a n s  
h a s  b e e n  abo l i shed  in f avour  of l e t t ing  ind iv idua l  
en te rp r i se s  h a v e  a s a y  in the  use  of the  co l lee t ive ' s  
f inances .  T h e r e b y  it  is hoped  to speed  up economic  
growth.  ~ In  this  con tex t  a s t ruc tu ra l  i m p r o v e m e n t  of 
i n v e s t m e n t s  is of k e y  s ignif icance.  Unpro f i t ab le  en ter -  
pr ises  whid~ had  h i the r to  b e e n  kep t  go ing  b y  ove ra l l  
f inancia l  suppor t  a re  to be  c losed and  l abour  pro-  
duc t iv i ty  is to be  improved  on ly  w h e r e  p rof i t ab i l i ty  
ca lcu la t ions  m a k e  capi ta l  i n v e s t m e n t s  also sound  
long- te rm proposi t ions .  

But the  s teps  t a k e n  to improve  the  e f f ic iency  and  
prof i tab i l i ty  of en te rp r i ses  face the  Yugos l av  l eade r s  
wi th  a diff icult  dec is ion  rega rd ing  the i r  fu ture  man-  
power  policies.  For r e d u n d a n t  labour ,  more  f r equen t  
c losures  of enterpr ises ,  the  m o u n t i n g  drif t  of l a b o u r  
into the  towns  etc. pose  ideological  p rob lems  to a 
socia l is t  sys tem which t r ies  to be  h u m a n e  w i t h o u t  
compuls ion  b y  the  State.  I t  is now rea l i sed  tha t  gu ide-  
l ines and /o r  r e commenda t i ons  are  n e c e s s a r y  for t he  
cont ro l  of the  l abour  market .  Similar ly,  more  wage -  
pol icy  gu idance  f rom the  t rade  un ions  wil l  h a v e  to b e  

1 cf. W. E g g e r s ,  ~Yugoslavia Facing New Economic Reforms', 
in "Osteuropa Wirtschaft', Vol. 9, Stuttgart 1964, Issue 2, p. 45. 
2 cf. "Problems of Self-administration in Yugoslavia* in *Wissen- 
schaftlicher Dienst Sfidosteuropa% Vol. 19, Munida 1961, Issue 3, 
p. 37. 
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taken into account. The State authori t ies  will see to 
it that wage  rises keep  within the limits of product iv-  
ity increases.  

One of the difficulties facing a count ry  which tr ies to 
develop a free market  economy under  socialist  owner-  
ship condi t ions is the recrui tment  of manager ia l  per- 
sonnel.  On the one hand, it is hoped  that  the author i ty  
given to the director  of the en terpr i se  will limit State 
in ter ference  in the economy in that  he  now has direct  
control  of f inance and is in charge of both  the opera-  
t ional and business s ides of the firm. He also legally 
represents  the en terpr i se  vis-6-vis thi rd  parties, In this 
way  the d i rec tor  occupies  an in -be tween  posi t ion in 
whida he appears  as the p len ipoten t ia ry  of the col- 
l ec t ive ly-owned  en terpr i se  vis-6-vis the State, 3 But 
the Workers '  Councils  have  the final say  in mat ters  
of pr inciple  such as wage-pol icy,  the product ion plan 
and the dis t r ibut ion of en terpr i se  profits, taking into 
considerat ion the d i rec tor ' s  recommendat ions .  

The posi t ion of the director  is comparable  to that  of 
the chairman of the  board  of managemen t  of a Wes t e rn  
joint  stock company  with  a d ispropor t ionate ly  s t rong 
management  par t i t ion and to that  of the chairman of 
the board of directors.  4 But it is open to ques t ion 
whether  the Yugoslav director ' s  s tatus will p rove  
suitable in the g iven  conditions.  Moreover ,  men  of 
more than ave rage  cal ibre will  require  h igher  pay. 
This is being s lowly  rea t ised in industry.  And  as time 
goes on it is not  impossible  that  income distr ibution 
will be  affected by  this situation. Manager ia l  vacan-  
cies have  to be filled by  way  of public adver t isement ,  
the appoin tments  be ing made by  the appropr ia te  
parish or municipal  people ' s  commit tee  and the  cor- 
responding producers '  council  who  may  increasingly 
real~se that  manager ia l  quali ty has to be paid for. So 
far, however ,  co l lec t ive  p roper ty  has still to be re- 
garded as untouchable. 

There is also the problem of inadequate training of 

workers and employees. Another main factor which 
contributed to the economic fiasco in the pre-reform 
per iod was that  profi ts  in individual  enterpr ises  were  
not dis t r ibuted in accordance  wi th  economic criteria. 
This si tuation could  be improved by  a more act ive 
policy of economic  en l ightenment  which is so far only 
rudimentary.  

Libera|lsation of Foreign Trade 

With unprof i table  operat ions  of enterpr ises  that  lacked 
skilled labour a n d  adequate  technical equipment,  the 
count ry  was faced  in 1961 with a fur ther  worsen ing  
of its ba lance  of t r ade  deficit. 5 As a result  a law was 
passed in 1962 on the exchange of t rade and services  

3 cf. "The Industrial t~nterprises in Yugoslavia" in "%Vissensdlaft- 
tither Dienst Sfidosteuropa ~, Vol. 10, Munidl 196I, Issuet/2, 
p. 12ff. 
4 K. W e s s e 1 y "Basic Concepts and Characteristics of the 
Yugoslav Economic System" in "The Economic Systems in the 
East European Cour~tries and the Chinese People's Republic* 
{publications of the =Verein ffir Seziatpolitik. Gesellschaft ffir 
Wirtschafts- und Sozialwissensd~aften, Vol. 23 II). edited by Prof. 
G. J a h n , Berlin, Duncker & Humblot, 1962, p. 367, 

5 cf. %a/. E g g e r s , "Yugoslavia's Economy in Difficulties" in 
"Osteuropa Wirtschaft% Vol, 8, Stuttgart, 1963, Issue 1, p. 45. In 
1960 the trade balance deficit was $ 215 million, and in 196I it 
was $ 343 million, 

wi th  abroad  which, by  limiting the number  of firms 
permi t ted  to engage  in foreign trade and by str icter  
centra l  controls ,  was in tended to improve the foreign 
exchange balance.  

But it fai led to produce  the desired effects. The move- 
ment  of pr ices  brought  a fur ther  decline in the stand- 
ard of l iv ing and Yugoslavia did not become more 
compet i t ive  in the in ternat ional  market. W h a t  had to 
be done, therefore,  was  to compare Yugoslavia 's  
labour  p roduc t iv i ty  and product ion costs, the quali ty 
of output  and technological  progress  ru th less ly  wi th  
wor ld  s tandards .  The drastic foreign t rade reforms of 
Ju ly  1965 and Janua ry  1966 therefore  primari ly aimed 
at making  Yugoslavia  compet i t ive  in the wor ld  mar- 
ket. The idea  was  that  by  establ ishing more  links with 
foreign marke ts '  world s tandards  would have  s t rong 
repercuss ions  on Yugoslavia 's  own product iv i ty  and 
encourage  a rat ional  use of available product ion 
resources. 

In the past few years Yugoslavia has been trying hard 
to get talking to the Common Market countries. But 
negot ia t ions  have  not p rogressed  ve ry  fast, therefore  
Yugoslavia  has also made moves  in the direct ion of 
EFTA. It is true that  at its autumn conference  in 
Copenhagen  the EFTA Ministerial  Council, too, failed 
to come to a decision on Yugoslavia 's  appl icat ion to 
join EFTA, but the country ' s  move shows its grea t  
efforts to par t ic ipate  more  ac t ively  in in ternat ional  
trade. 

W es t e rn  Europe 's  large share  in the country 's  foreign 
trade (43.5 ~ in 1964) and the  negat ive  ba lance  of 
payments  of the preced ing  years  made  Yugoslavia  
decide  to reform its foreign trade through a l iberali-  
sat ion of its foreign exchange regulations.  By doing 
this Yugoslavia became the first Soviet  bloc count ry  
associa ted  wi th  COMECON to expose itself to some 
degree  to the impact of wor ld  trade. There may  be 
deeper  reasons  for Yugoslavia 's  "going it alone",  so 
far at any rate. One of them is its real isat ion that  the 
success  of economic relat ions with the deve lop ing  
countr ies  and thus of social ism in Africa and Asia 
depends  on the deve lopment  of foreign t rade wi th  
those countries.  But whe the r  Yugoslavia will succeed  
in using both  its advantages  under  COMECON and 
the free t rade  with W es t e rn  Europe will be seen in 
the GATT negotiat ions,  which Yugoslavia has been  
a t tending as a full member  since Spring 1966, and at 
the Kennedy  Round. 

Today,  Yugoslavia is more  than ever  aware of the 
fact that  its prosper i ty  depends  on co-operat ion wi th  
the West .  This aim of es tabl ishing closer  ties wi th  
Wes te rn  economies  explains  Belgrade 's  a t tempts  to 
secure,  through various channels, bet ter  sales oppor-  
tunit ies in the -West 

The purpose  of the foreign t rade  reform of 1965 there-  
fore was to secure to the Yugoslav industry  a grea te r  
share  of the internat ional  market .  This required fairly 
far-reaching liberalising measures .  The sys tem of dif- 
ferential  foreign exdmnge  rates  was abolished and 
there  was a unified devalua t ion  of the d i n a r ' b y  two 
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f i f ths  f r o m  750 d i n a r  to 1,250 d i n a r  to t h e  do l l a r .  -With 

e f fec t  f r o m  J a n u a r y  1st, 1966, t he  n e w  d i n a r  ( i00 o ld  

to o n e  n e w  d ina r )  w a s  i n t r o d u c e d .  A t  t h e  s a m e  t i m e  
i m p o r t  d u t i e s  w e r e  l o w e r e d  s u b s t a n t i a l l y  a n d  a p a r t  

f r o m  o t h e r  m e a s u r e s ,  p r o v i s i o n  w a s  m a d e  for  a b o l i s h -  
i ng  s u b s i d i e s  a n d  e x p o r t  p r e m i u m s .  ~ 

Al l  t h e s e  m e a s u r e s  a m o u n t  to a c o m p r e h e n s i v e  re-  
s h a p i n g  of f o r e i g n  t r a d e  to g i v e  e x p o r t s  a n  i m p o r t a n t  

s t i m u l a n t .  7 T h e y  a l so  t a k e  b e t t e r  a c c o u n t  of  t h e  p r e s -  
e n t  r a n g e  of g o o d s  in f o r e i g n  t r ade .  E v e n  in 1954 t h e  

s h a r e  of  i n d u s t r i a l  p r o d u c t s  in  to t a l  e x p o r t s  r e a c h e d  

78.4 ~ c o m p a r e d  w i t h  o n l y  25 ~ in  t h e  p e r i o d  f r o m  
1931 to 1939. s But  o n l y  t h e  t r e n d  in  t h e  n e x t  f ew  

y e a r s  wi l l  s h o w  to w h a t  e x t e n t  t h e  d i s p a r i t i e s  w i t h i n  
t h e  d o m e s t i c  p r i c e  s t r u c t u r e  a n d  a l so  b e t w e e n  do-  

m e s t i c  p r i c e s  a n d  w o r l d  m a r k e t  p r i c e s  wi l l  d i s a p p e a r  
a f t e r  t h e  a l l - r o u n d  d e v a l u a t i o n  o f  t h e  d ina r .  For  t h e  

t i m e  b e i n g ,  e f fo r t s  e v i d e n t l y  c o n c e n t r a t e  o n  l i be ra l i s -  
i n g  t h e  f o r e i g n  t r a d e  s y s t e m ,  w i t h  t h e  a i m  of  a d j u s t -  

i n g  it to  w o r l d  m a r k e t  p r i c e s  a n d  of  s a f e g u a r d i n g  t h e  
m o n e t a r y  v a l u e .  In  a s s e s s i n g  t h e m  it  s h o u l d  n o t  be  
o v e r l o o k e d  t h a t  i n d u s t r i a l i s a t i o n  in Y u g o s l a v i a  o n l y  

b e g a n  t w e n t y - f i v e  y e a r s  ago .  E v e r y  e c o n o m i c  m e a s u r e  
t h e r e f o r e  a i m s  a t  r a i s i n g  i n d u s t r i a l  a n d  e c o n o m i c  

s t a n d a r d s ,  g T h e  l a t e s t  f o r e i g n  t r a d e  r e f o r m s  m a y  be  
r e g a r d e d  as  t h e  m o s t  d r a s t i c  a t t e m p t s  so  fa r  in  s p e e d -  
i n g  u p  t h i s  p r o c e s s .  

The Development of the Infra-Structure 

T h e  e c o n o m i c  d e v e l o p m e n t  of  t h e  c o u n t r y ' s  s e p a r a t e  

r e g i o n s  h a s  b e e n  r a t h e r  v a r i e d .  T h e r e  a r e  t h e  i n d u s -  
t r i a l i s e d  p r o v i n c e s  in  t h e  N o r t h  w h e r e  a n  o u t s t a n d i n g  
f e a t u r e  is  t h e  c o n s i d e r a b l e  d rop  in  t he  s i ze  of t h e  

f a r m i n g  p o p u l a t i o n .  In  S l o v e n i a ,  t h e  r i ches t  r e p u b l i c  
of  t h e  F e d e r a t i o n ,  t h e  n a t i o n a l  i n c o m e  p e r  h e a d  o f  
p o p u l a t i o n  is  t o d a y  s i x  t i m e s  as  l a r g e  as  in  t h e  s o u t h -  
e r n  p a r t s  of  t h e  c o u n t r y .  T h e  u n d e r - d e v e l o p e d  re-  

p u b l i c s  o f  t h e  F e d e r a t i o n  i n c l u d e  B o s n i a  a n d  H e r c e -  
g o v i n a ,  M o n t e n e g r o ,  K o s o v o  and  M e t o h i j a  as  we l l  a s  
M a c e d o n i a .  

Y u g o s l a v i a ' s  i n d u s t r i a l  d e v e l o p m e n t  is  o f t e n  i m p e d e d  

b y  t h e  s t i l l  i n s u f f i c i e n t  i n f r a - s t r u c t u r e  of  t h e  c o u n t r y .  
T h e r e  h a s  b e e n  s o m e  c o n s i d e r a b l e  e x p a n s i o n  of t h e  
r a i l - a n d  r o a d  s y s t e m s  b u t  t h e r e  a r e  st i l l  no  m o r e  

t h a n  50 k i l o m e t r e s  o f  r a i l w a y  l i ne s  p e r  t h o u s a n d  
s q u a r e  k i l o m e t r e s .  T h i s  is  a g r e a t  o b s t a c l e  to  i n d u s -  

t r ia l  d e v e l o p m e n t ,  e s p e c i a l l y  s i n c e  for  i n s t a n c e  80 ~ 
of  all  l e a d  a n d  z inc  d e p o s i t s  a n d  85 ~ of al l  b a u x i t e  

d e p o s i t s  a r e  in  t h e  u n d e r - d e v e l o p e d  p r o v i n c e s ,  u In  
such  c o n d i t i o n s  t h e  d e v e l o p m e n t  of  t h e  i n f r a - s t r u c t u r e  

6 cf. "Belgrade Reforms the Economic System" in ~Wissenschaft- 
licher Dienst S(idosteuropa", VoL 14, Munich 1965, Issue 6/7, p. 96. 
7 In this context some importance is to be attached to tourism. In 
proportion to direct exports foreign exchange earnings from 
tourism rose from 2.9 "/0 in 1958 to 4.6 ~/0 in 1961. In 1964 they 
amounted to 10.3 0/,. Cf. H. H o f f m a n n "Currency Resources 
for Industrialisation" in "Die Wirtschaft", Vol. 29, East Berlin, 
Issue 43 of 26. 19, 1965, p. 23; 
S At1 Iigures taken from V. iKf u r k o "Policy of Foreign Trade 
and Balance of Payments in Yugoslavia" in "Osteuropa Wirtschaft", 
Vol. 10, Stuttgart, 1965, Issue 3, p. 187; 
9 el. W e s s e t y ,  I.e., p. 428; 
l o  total length of the rail system is now about 12,000 kilometres; 
11 cf. W. G (~ n t h a r d t "The Under-developed Areas of Yugos- 
lavia" in "Neue Zfircher Zeitung", No. 180 of 3. 7. 1966, p. 10. 

i s  p a r t i c u l a r l y  i m p o r t a n t .  O n l y  a ra i l  c o n n e c t i o n  f r o m  

B e l g r a d e  v i a  T i t o g r a d  to Ba r  w o u l d  i m p r o v e  t h e  u s e  

of  t h e  n e w  p o r t  i n s t a l l a t i o n s  in Bar.  

T h e  e x p a n s i o n  o f  t h e  r o a d  s y s t e m ,  it  is t rue ,  h a s  b e e n  
c o n s i d e r a b l y  s p e e d e d  u p  a n d  i n  t h e  N o r t h  a n d  S o u t h  

t h e r e  a r e  n o w  t h e  t w o  m o s t  i m p o r t a n t  m a i n  r o a d s .  
Ye t  t h e r e  a r e  n o t  e n o u g h  c r o s s  c o m m u n i c a t i o n s  w h i c h  

w o u l d  a l so  t a k e  m o r e  a c c o u n t  o f  t he  n e e d  for  t h e  
r a i s i n g  of  l i v i n g  s t a n d a r d s  in  t h e  u n d e r - d e v e l o p e d  

r e g i o n s .  R e g a r d i n g  t h e  i n f r a - s t r u c t u r e  g r e a t e r  e f fo r t s  

a r e  n e e d e d  in  t h e  c o m i n g  y e a r s  to  c r e a t e  m o r e  f a v o u r -  
a b l e  c o n d i t i o n s  for  i n d u s t r i a l i s a t i o n  in t h e  l e s s  de -  

v e l o p e d  p a r t s  o f  t h e  c o u n t r y .  

Results and Future Approach to Development 

T h e  m o s t  i m p o r t a n t  r e s u l t s  of  t h e  e c o n o m i c  r e f o r m  of  
t h e  s u m m e r  of  1965 a re :  t h e  s t a b i l i s a t i o n  of t h e  e c o n -  

o m y l  a s t e a d y  g r o w t h  o f  p r o d u c t i o n ;  t h e  r i se  in  l a b o u r  
p r o d u c t i v i t y ;  a n d  t h e  f ac t  t h a t  for  t h e  f i r s t  t i m e  s i n c e  

t h e  w a r  t h e  b a l a n c e  of p a y m e n t s  w a s  s q u a r e d  in  1965. 
Bu t  t h e  s u c c e s s  o f  t h e  r e f o r m  r e m a i n s  d e p e n d e n t ,  o n  
t h e  o n e  h a n d ,  o n  t h e  d i v i s i o n  of  s t r e n g t h  b e t w e e n  

t h o s e  w h o  w a n t  i t  a n d  t h e  d o g m a t i s t s ,  and ,  on  t h e  
o t h e r  h a n d ,  t h e y  f ind  e x p r e s s i o n  in t h e  p r e s e n t  a n d  
f u t u r e  l i nks  b e t w e e n  Y u g o s l a v i a  a n d  t h e  w o r l d  

e c o n o m y .  

W ' e s t e r n  o b s e r v e r s  s h o u l d  n o t  o v e r l o o k  t h a t  in  v i e w  
of  t h e  l a t e s t  c h a n g e s  t h e  Y u g o s l a v  e c o n o m i c  o rde r ,  in  

t h e  s e n s e  of a " s o c i a l i s t  m a r k e t  e c o n o m y " ,  s e e m s  to  
d e v i a t e  f u r t h e r  f r o m  t h e  S o v i e t  e c o n o m i c  s y s t e m ,  i.~ 
T h e  e v e n t s  in  J u n e  a n d  J u l y ,  1966, a b o v e  al l  a l so  

s h o w e d  t h a t  T i to  is  s e r i o u s  a b o u t  a s u c c e s s  of  t h e  
e c o n o m i c  r e f o r m s .  T w o  c o n c l u s i o n s  c a n  b e  d r a w n  
f r o m  t h e  d i s m i s s a l  of  M r  R a n k o v i c  f r o m  h i s  p o s t s  of  
F e d e r a l  V i c e - P r e s i d e n t  a n d  M i n i s t e r  of  t h e  In t e r io r ,  

a n d  t h e  a p p o i n t m e n t  of  M r  K o c a  P o p o v i c  in  h i s  p l a c e :  
f i r s t ly ,  t h e  w a y  is  n o w  o p e n  to  t h e  e c o n o m i c  re-  
f o r m e r s ;  t h e  d o g m a t i s t s  h a d  a l w a y s  t r i ed  to j e o p a r d i s e  

t h e  p r i n c i p l e  of  a n  e c o n o m i c  r e f o r m  in  a r o u n d a b o u t  
w a y  a n d  b y  r a i s i n g  s e c o n d a r y  i s s u e s .  R a n k o v i c  h a d  
t h e  a l m o s t  g e n e r a l  r e p u t a t i o n  of  a d o g m a t i s t  t h o u g h  
n o t  of  a r e p r e s e n t a t i v e  of  S e r b i a n  n a t i o n a l  i n t e r e s t s  

v i s - h - v i s  t h e  l e a d e r s  of  o t h e r  R e p u b l i c s  of  t he  F e d e r a -  
t ion .  S e c o n d l y ,  t h e  s e q u e l  of  R a n k o v i c ' s  d i s m i s s a l  

c o n c e r n s  t h e  s u c c e s s i o n  to t he  H e a d  of  Sta te ,  n o w  74 
y e a r s  o ld ;  u p  to n o w  R a n k o v i c  w a s  t h o u g h t  to b e  t h e  

s t r o n g e s t  a s p i r a n t  for  t h e  s u c c e s s i o n .  

Y u g o s l a v i a ' s  e c o n o m y  c a n  h a r d l y  be  r e g a r d e d  as  
s t r i c t l y  s o c i a l i s t  a n y  longe r .  Bu t  d e s p i t e  t h e  r e f o r m s  

al l  i n s t i t u t i o n a l  f o r m s  in  w h i c h  t h e  e c o n o m i c  c i r c u l a -  
t i on  t a k e s  p l a c e  a n d  w h i c h  a l so  j u s t i f y  t h e  d e s c r i p t i o n  
of  t h e  n a t i o n a l  e c o n o m y  as  a " s o c i a l i s t  m a r k e t  e c o n -  

o m y "  h a v e  r e m a i n e d  soc ia l i s t .  It is  a s y s t e m  w h i c h  in-  
c r e a s i n g l y  fo l l ows  t h e  ru l e s  of  a f ree  m a r k e t  e c o n o m y  
a n d  s i n c e  t h e  r e f o r m  of 1965 h a s  r e d u c e d  t h e  d i r e c t  
i n f l u e n c e  of  t h e  S t a t e  on  p r o d u c t i o n .  T h e  p r i n c i p l e  of  

e c o n o m i c  e f f i c i ency ,  prof i t s ,  cap i t a l ,  p r o d u c t i v i t y  a n d  
p r o f i t a b i l i t y ;  t h e y  al l  h a v e  b e c o m e  m o r e  t h a n  j u s t  

12 cf. D. F u c h s "Revisionism and Market Economy in Yugos- 
lavia" in "Augenpolitik", Vol. 17, Freiburg, 1966, Issue 8, p. 493 If. 
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wel l -known terms, even  if some of them have  not ye t  
made a marked  impact on all parts  of the economy.  
So far it has  been found impossible  to decide on a 
complete  removal  of price control.  And the ques t ion  
of relaxing foreign exchange control  will only  be con- 
s idered in the coming years.  

The fact that  the emphasis  is no longer put on h e a v y  
industry  and that  its inves tment  share  has been  
lowered in favour  of the consumers '  share  in the gross 
nat ional  product  fully conforms with the ideological  
emphasis  on raising l iving s tandards  within the sys-  
tem of Yugoslav socialism; and this is be ing done 
while long- term aspects  are neglected.  The Yugoslav 
brand of social ism also finds express ion  in a s t ronger  
emphasi's on a pol icy of independen t  en terpr i ses  with-  
in operat ional  sel f -management .  But this must  not  
conceal  the fact that  nat ional isa t ion has been  near ly  
comple ted  and that  pr ivate  ownership  merged  in col- 
lect ive  ownership.  Condit ions in agricul ture are an 
exception.  There  pr iva te  ownership  still amounts  to 
87 ~ 

The fol lowing points  characterise the economic si tua- 
tion in Yugoslavia one yea r  after the drastic reforms:  
compared wi th  the previous  yea r  pr ices  have  again 
ri.sen by  50~ the average  income is 30 to 4 0 %  
higher  compared  wi th  the pre-reform period, and this 
is 500 to 800 new dinars, or 175 to 280 German Marks 
in terms of the n e w  exchange rate. The Government  
is t rying to s top the  w a v e  of high prices. It is also 

t ry ing to take impor tant  measures  to e l iminate  the 
exis t ing  r ivalr ies  b e t w een  the industr ia l ised provinces  
in the Nor th -Wes t  and the under -deve loped  areas in 
the South-East  of the country.  Aid from the World  
Bank (Yugoslavia has been  a member  s ince 1945) 
amounts  to a total of 260.7 million dollars, of which 
an increas ing  sum has been  used in recent  years  for 
the open ing  up of ene rgy  resources .  

Yugoslavia ' s  future deve lopment  will show whe the r  
the nat ional  economy guided by aspects  of a market  
economy within  comprehens ive  planning can last  on 
the basis  of col lect ive ownersh ip  and a sys tem of 
se l f -management .  Ano the r  ques t ion  is w h e t h e r  the  
Yugoslav economic sys tem can at least  in part  become 
a model  to the whole  East. The Eastern countr ies  are 
fol lowing Yugoslavia 's  exper ience  with interest .  In 
any  case  the Yugoslav model  has a l ready  p roved  to 
be a ba lancing  factor agains t  the divis ion of labour  
wi thin  COMECON which Moscow demands.  

W h e t h e r  and to wha t  ex ten t  Yugoslavia 's  progress  
towards  an industr ial  socie ty  which funct ions almost  
comple te ly  in accordance wi th  the laws of a market  
economy will  have  long- term repercuss ions  on o ther  
economic  sys tems in Eastern Europe remains  to be 
seen.  The important  d i f ference b e t w e e n  Yugoslavia ' s  
and W e s t e r n  market  economies  is that  its economy is 
based  on col lect ive ownersh ip  and a l together  on the 
idea of collectivism, including the educat ion of the 
individual  to socialist  thinking. 
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