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When i n  1948  Yugos lav ia  was p u t  i n  t h e  p o s i t i o n  of a 
Communist s t a t e  opposed t o  t h e  S o v i e t  Union, t h a t  was o n l y  t h e  
beg inn ing  of an anomaly t h a t  has  become s t r a n g e r  and s t r a n g e r  
e v e r  s i n c e ,  

The most obv ious  f a c t o r  i n  t h e  anomaly t o d a y  i s  de- 
c e n t r a l i z a t i o n ,  Yugos lav ia  h a s  a  p l anned  s o c i a l i s t  economy which 
i s  e x t r a o r d i n a r y  i n  b e i n g  a lmos t  c o m p l e t e l y  d e c e n t r a l i z e d ,  f r e e d  
of  s t a t e  c o n t r o l ,  and  a s  c o m p e t i t i v e  a s  a n y t h i n g  Adam Smith  
dreamed abou t .  It would be t o o  much t o  s a y  t h a t  Adam Smith  has  
r e p l a c e d  K a r l  Marx a s  t h e  c h i e f  i n s p i r a t i o n  f o r  Yugoslav economic 
p o l i c y ;  t h e r e  i s  no p r i v a t e  ownership  of t h e  means of i n d u s t r i a l  
p r o d u c t i o n .  But t r a d i t i o n a l  M a r x i s t  methods of o p e r a t i o n  have 
been  abandoned, and i n  c u r r e n t  o f f i c i a l  economic pronouncements 
one h e a r s  more a b o u t  t h e  p r o f i t  mot ive  and f r e e  c o m p e t i t i o n  t h a n  
a b o u t  e q u a l i t y  and c o o p e r a t i o n .  

It i s  dangerous  t o  g e n e r a l i z e  a b o u t  any n a t i o n ,  p a r t i c u -  
l a r l y  one a s  h e t e r o g e n e o u s  a s  Y u g o s l a v i a ,  S t i l l  it i s  d i f f i c u l t  
t o  c o n s i d e r  p o s t w a r  developments  h e r e  w i t h o u t  i n t r o d u c i n g  t h e  
word nextreman The Yugoslavs were ex t reme S o v i e t - t y p e  Communists, 
They went t o  ex t r emes  i n  c e n t r a l i z a t i o n ,  i n  p l a n n i n g ,  i n  i n d u s t r i -  
a l i z a t i o n ,  i n  s e t t i n g  up a  s o c i a l i s t i c  s o c i e t y ,  Then came t h e  
Corninform r e s o l u t i o n ,  by which t h e  S o v i e t  Union e x p e l l e d  Yugo- 
s l a v i a  from i t s  Communist s o c i e t y ,  The Yugoslavs r e c o i l e d  i n  
shock,  a s  i t  were ,  and when t h e y  r e c o v e r e d ,  t h e y  proceeded w i t h  
r a p i d i t y  t o  d e v e l o p  a  new t y p e  o f  p o l i t i c a l  and economic system. 
I n  s o  doing ,  t h e y  i n s t i t u t e d  a  p o l i c y  o f  d e c e n t r a l i z a t i o n  which 
was as ex t reme  a s  was t h e  e a r l i e r  p o l i c y  of  c e n t r a l i z e d  c o n t r o l .  

T h i s  h a s  b r o u g h t  a b o u t  a c e r t a i n  d e g r e e  of  i d e o l o g i c a l  
c o n f u s i o n ,  When i n  1 9 2 1  t h e  S o v i e t  Union t e m p o r a r i l y  abandoned 
s o c i a l i s m  f o r  t h e  New Economic P o l i c y ,  L e n i n  announced v e r y  c l e a r l y  
t h a t  i t  was o n l y  a t empora ry  measure.  The new economic p o l i c y  of 
Yugos lav ia  i s  - n o t  temporary- -a t  l e a s t  i n  r e g a r d  t o  i n d u s t r y ;  t h e  
s i t u a t i o n  r e g a r d i n g  a g r i c u l t u r e  i s  l e s s  c l e a r .  There  i s  a n o t h e r  
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major  d i f f e r e n c e .  The S o v i e t  NEP p e r m i t t e d  i n d i v i d u a l  ownership  
o f  f a c t o r i e s ,  e t  c e t e r a ,  whereas i n  Y u g o s l a v i a  i n d u s t r i e s  a r e  
owned by t h e  s t a t e .  But e a c h  e n t e r p r i s e  i s  s o  i n d e p e n d e n t  t h a t ,  a s  
f a r  a s  t h e  o p e r a t i o n  o f  t h e  economy i s  concerned ,  t h i s  d i f f e r e n c e  
i s  obscured .  

POLITICAL DECENTRALIZATION - 
The f i r s t  s t e p  i n  p u t t i n g  t h e  new p o l i c y  i n t o  e f f e c t  

was t h e  c r e a t i o n  of  w o r k e r s '  c o u n c i l s  and t h e  t r a n s f e r  o f  f a c t o r y -  
management a u t h o r i t y  t o  t h e  workers .  There f o l l o w e d  a  d e c e n t r a l i -  
z a t i o n  o f  t h e  government,  which e l i m i n a t e d  t h e  bevy o f  m i n i s t r i e s  
which had been  c r e a t e d  i n  t h e  S o v i e t  p a t t e r n  t o  r u n  t h e  economy, 
The f e d e r a l  c o n t r o l s  o v e r  v a r i o u s  t y p e s  of i n d u s t r y  were g iven  t o  
t h e  governments  of  t h e  r e p u b l i c s  o f  S e r b i a ,  C r o a t i a ,  S l o v e n i a ,  
Bosnia-Hercegovina ,  Montenegro, and Macedonia. T h i s  a c t i o n  was 
f o l l o w e d  by  a  d e c e n t r a l i z a t i o n  of t h e  r e p u b l i c s '  governments ,  
which t u r n e d  a d m i n i s t r a t i v e  a u t h o r i t y  ove r  t o  t h e  P e o p l e ' s  
Committees  (Narodn i  o d b o r i )  o r  l o c a l -  governments .    he c i t y  
governments  a r e  i n  f a c t  q u i t e  autonomous and have wide r e s p o n s i -  
b i l i t i e s  n o t  o n l y  f o r  a d m i n i s t r a t i o n  b u t  a l s o  f o r  economic p l a n n i n g  
and i n d u s t r i a l  o p e r a t i o n s ,  T h i s  g r a n t  o f  a u t h o r i t y  t o  t h e  c i t y  
l e v e l  i s  an  i m p o r t a n t  p a r t  o f  t h e  new Yugoslav p o l i t i c a l  system; 
i t  i s  a l s o  one o f  t h e  l o o s e  sc rews  i n  t h e  new economic machinery.  

ECONOMIC A N D  INDUSTRIAL DECENTRALIZATION 

The p o l i t i c a l  d e c e n t r a l i z a t i o n  was g e a r e d  t o  t h e  sweep- 
i n g  d e c e n t r a l i z a t i o n  o f  i n d u s t r y  and o f  t h e  economy g e n e r a l l y .  
To a  c o n s i d e r a b l e  e x t e n t ,  a l l  b u s i n e s s  e n t e r p r i s e s  i n  Yugos lavia ,  
f rom f a c t o r i e s  t o  depa r tmen t  s t o r e s ,  a r e  f r e e  t o  do what  t h e y  
want  t o ,  a s  l o n g  a s  t h e y  make a  p r o f i t ,  They can  p roduce  what 
t h e y  l i k e  and s e l l  t h e i r  p r o d u c t s  f o r  w h a t e v e r  p r i c e s  t h e y  l i k e .  
They c a n  f i x  wages, i n v e s t  i n  new p l a n t s ,  and e v e n  e x p o r t  and 
impor t .  The a u t h o r i t y  f o r  r u n n i n g  e n t e r p r i s e s  i s  l o d g e d  i n  t h e  
w o r k e r s '  c o u n c i l s .  The f e d e r a l  government h a s  no d i r e c t  c o n t r o l  
o v e r  t h e  c r e a t i o n  of  new e n t e r p r i s e s  o r  o f  t h e i r  o p e r a t i o n s  once  
t h e y  b e g i n ,  To c r e a t e  a  new e n t e r p r i s e ,  t h e  r e p u b l i c  p a r l i a m e n t  
o r  t h e  P e o p l e ' s  Committee forms an  f l i n v e s t o r s t  g r o u p n - - u s u a l l y  
c o m p r i s i n g  a b o u t  a  dozen e n g i n e e r s  and t e c h n i c a l  e x p e r t s - - a n d  
g r a n t s  i t  c r e d i t  f o r  b u i l d i n g  and e q u i p p i n g  a  f a c t o r y ,  Once t h i s  
i s  done, t h e  e n t e r p r i s e  a u t o m a t i c a l l y  becomes a  c o l l e c t i v e  under  
a worke r s '  c o u n c i l ,  and competes  w i t h  o t h e r  firms. 

O f  c o u r s e  t h e  a c t u a l  c o n t r o l s  m a i n t a i n e d  by Be lg rade  
a u t h o r i t i e s  a r e  g r e a t e r  t h a n  t h e y  a p p e a r  t o  be on t h e  s u r f a c e ,  
b u t  f o r  t h e  most  p a r t  t h e y  a r e  i n d i r e c t .  The Communist P a r t y  and 
t h e  t r a d e  u n i o n s ,  f o r  example,  e x e r t  p r e s s u r e  toward  i n t e g r a t i o n .  

PROCEDURES UNDER THE E C O N O M I C  PLAN 

D e s p i t e  t h e  d e c e n t r a l i z e d ,  c o m p e t i t i v e  system, t h e  



f e d e r a l  government d o e s  draw up a p l a n  f o r  o p e r a t i o n  of  t h e  
economy and a t t e m p t s  t o  d i r e c t  i t s  f u l f i l l m e n t  by a  s e r i e s  of  so-  
c a l l e d  " b a s i c  p r o p o r t i o n s , "  The p l a n  assumes,  f rom a v a i l a b l e  
s t a t i s t i c s  and from t h e  p l a n s  o f  t h e  r e p u b l i c  and c i t y  b o d i e s ,  
t h a t  c e r t a i n  amounts o f  c e r t a i n  p r o d u c t s  w i l l  be produced,  I t  
d o e s  n o t ,  however, s e t  p r o d u c t i o n  g o a l s ,  and a s  one h a r a s s e d  
Yugoslav economis t  p u t  i t ,  t h e  economic p l a n  i s  i n  many ways more 
o f  a  p r a y e r  t h a ~  a p l a n ,  The " b a s i c  p r o p o r t i o n s n  under  f e d e r a l  
c o n t r o l  i n c l u d e  a  l i m i t e d  c o n t r o l  o v e r  t o t a l  i n v e s t m e n t ;  a l l o t m e n t  
o f  a  l a r g e  sum of  " d i r e c t e d  i n v e s t m e n t n  i n t o  c e r t a i n  s p e c i f i c  
p l a n t s ;  c o n t r o l  o f  t h e  i n t e r e s t  r a t e  on bank c r e d i t  ( t h e  o n l y  
s o u r c e  o f  new funds  t o  an e n t e r p r i s e  e x c e p t  i t s  p r o f i t s ) ;  some 
c o n t r o l  of wages; and a f l e x i b l e  t u r n o v e r  t a x  on p r o f i t s ,  Not 
o f f i c i a l l y  i n c l u d e d  a s  I fbas i c  p r o p o r t i o n s , l t  b u t  n e v e r t h e l e s s  an 
i n t e g r a l  p a r t  o f  t h e  s t a t e  economic a p p a r a t u s ,  a r e  a n  i n c r e d i b l y  
complex s e r i e s  of  t a r i f f s  and fo re ign-exchange  r e g u l a t i o n s .  

The S o v i e t  system, which i n v o l v e s  a d e t a i l e d  p l a n  
s p e c i f y i n g  p r o d u c t i o n  g o a l s  f o r  a l l  p r o d u c t s ,  u t i l i z e s  " c o n t r o l  b y  
t h e  r u b l e n  a s  one check  on p r o d u c t i o n  and p l a n  f u l f i l l m e n t ,  The 
Yugoslav sys tem i s  one o f  " d i r e c t i o n  by t h e  d i n a r  and c o n t r o l  by 
t h e  p r o f i t  system." 

The Yugoslav p l a n  i s  worked o u t  b y  t h e  f e d e r a l  economic 
a u t h o r i t i e s  i n  c o o p e r a t i o n  w i t h  r e p u b l i c  p l a n n i n g  boards .  These 
r e p u b l i c  b o a r d s  b a s e  t h e i r  p l a n s  t o  a  c o n s i d e r a b l e  d e g r e e  on 
p l a n n i n g  b y  t h e  P e o p l e ' s  Committees,  The P e o p l e ' s  Committees i n  
t u r n  b a s e  t h e i r  economic p l a n s  on t h e  p l a n s  and c a p a c i t i e s  of t h e  
i n d i v i d u a l  e n t e r p r i s e s  , D e s p i t e  l e g a l  autonomy i n  p l a n n i n g ,  o n l y  
one o r  two minor  i n s t a n c e s  of  d i s a g r e e m e n t  have been  r e p o r t e d ,  
a l t h o u g h  i t  i s  o n l y  f a i r  t o  p o i n t  o u t  t h a t  i n t e r m i n a b l e  c o n f e r e n c e s  
between p l a n n i n g  e x p e r t s  a t  t h e  v a r i o u s  l e v e l s  p r e c e d e  t h e  f i n a l  
v e r s i o n  o f  t h e  p l a n  which i s  a d o p t e d  by t h e  F e d e r a l  skup$ t ina  o r  
p a r l i a m e n t ,  

F o r  1954, f o r  example, t h e  t o t a l  i n v e s t m e n t  fund was 
340 b i l l i o n  d i n a r s .  Out o f  t h i s ,  1 1 0  b i l l i o n  came from t h e  
f e d e r a l  government d i r e c t l y  i n  t h e  form o f  c r e d i t s  t o  s p e c i f i c  
i n d u s t r i e s  f o r  s p e c i f i c  pu rposes - - the  s o - c a l l e d  " k e y  p r o  j e c t s n  o f  
i n d u s t r i a l i z a t i o n .  Amortization i n v e s t m e n t  by i n d i v i d u a l  firms 
amounted t o  130 b i l l i o n ,  T h i s  f i g u r e  i s  s i m p l y  a n  e s t i m a t e  o f  t h e  
amount i n d i v i d u a l  p l a n t s  w i l l  p a y  o u t  o f  t h e i r  own p r o f i t s  t o  
t h e i r  own a m o r t i z a t i o n  f u n d s ,  D i r e c t  i n v e s t m e n t  by r e p u b l i c  and  
c i t y  governments--f o r  s c h o o l s ,  h o s p i t a l s ,  r o a d s ,  and s o  f o r t h -  
amounted t o  60 b i l l i o n ,  Again t h i s  i s  a  r e p o r t  of t h e ' a m o u n t  
a g r e e d  on b y  t h e s e  governments.  New i n v e s t m e n t  by  i n d i v i d u a l  
e n t e r p r i s e s  amounted t o  some 40 b i l l i o n  d i n a r s ,  r e p r e s e n t i n g  a 
c o m b i n a t i o n  o f  what f i r m s  r e p o r t e d  t h e y  h a d  on hand t o  i n v e s t  and  
what  i t  was assumed t h e y  needed. A l a r g e  p e r c e n t a g e  o f  t h i s  was 
d i s t r i b u t e d  among a g r i c u l t u r a l  e n t e r p r i s e s ,  s l a u g h t e r h o u s e s ,  
r e f r i g e r a t i o n  p l a n t s ,  s h i p b u i z d i n g ,  hous ing ,  and armaments. 

The s i g n i f i c a n c e  of  t h i s  breakdown i s  t h a t  most o f  the 
g r o s s  i n v e s t m e n t  a n d  a l m o s t  h a l f  o f  t h e  n e t  i n v e s t m e n t  i n  1954  
were o u t s i d e  o f  d i r e c t  c o n t r o l  by t h e  f e d e r a l  government. Here 



t h e  t u r n o v e r  t a x  comes i n t o  p l a y  a s  a  measure of c o n t r o l .  By 
r a i s i n g  o r  l o w e r i n g  t h e  t a x ,  t h e  government c a n  t o  some e x t e n t  
encourage  o r  d i s c o u r a g e  i n v e s t m e n t  f o r  c e r t a i n  p u r p o s e s .  F o r  
example,  p r o d u c e r s  of  c e r t a i n  t y p e s  o f  i n d u s t r i a l  t i m b e r  goods 
once had  t o  pay a  t u r n o v e r  t a x  of 50 p e r  c e n t .  G e n e r a l l y  speaking, 
however, a p p l i c a t i o n  of t h e  t u r n o v e r  t a x  i s  b a s e d  on p l a n n e d  
p r o f i t s ,  C o l l e c t i o n  of  t h e  t a x  i s  n o t  t o o  e f f i c i e n t ,  b e c a u s e  t h e  
Yugoslav f e d e r a l  government h a s  no e l a b o r a t e  s y s t e m  f o r  v e r i f i -  
c a t i o n  o f  p l a n  f u l f i l l m e n t  o r  p r o d u c t i o n  f i g u r e s .  F o r  t h e  most  
p a r t ,  t h e  f e d e r a l  government r e l i e s  on t h e  l o c a l  P e o p l e ' s  C o u n c i l s  
f o r  t h e s e  f i g u r e s .  T h i s  sys tem l e a v e s  much t o  be d e s i r e d  a s  a 
means f o r  c o m p i l i n g  s t a t i s t i c s .  

The f e d e r a l  government c o n t r o l  ove r  wages i s  e v e n  l e s s  
d i r e c t .  Maximum wages a r e  f i x e d  i n  t h e  p l a n  f o r  v a r i o u s  t y p e s  of 
i n d u s t r i e s .  When a p l a n t ' s  wage payments  r e a c h  t h e  maximum, t h e  
P e o p l e ' s  Committee i s  d i r e c t e d  t o  a p p l y  c e r t a i n  t a x  r a t e s  t o  t h e  
p l a n t ' s  p r o f i t s .  I n  ex t reme c a s e s  t h e  t a x  may be 90 p e r  c e n t  of 
p r o f i t s .  However, t h e  P e o p l e ' s  Committees have n o t  p roved  t o  be  
1 0 0  p e r  c e n t  e f f i c i e n t  a s  a n  en fo rcemen t  agency,  w i t h  t h e  r e s u l t  
t h a t ,  i n  some u n u s u a l l y  p r o f i t a b l e  s e c t o r s  of  t h e  economy, wages 
have s o a r e d  above t h e  maximum c o n t e m p l a t e d  i n  t h e  p l a n .  

We have t h e n ,  e v i d e n c e  of t h e  p o s s i b l e  m a l f u n c t i o n i n g  
of p r o c e d u r e s  e s + , a b l i s h e d  under  t h e  d e c e n t r a l i z a t i o n  p o l i c y .  
Many w o r k e r s  r e c e i v e  wages w e l l  under  t h e  llminimumsll s e t  f o r  t h e  
i n d u s t r y  i n  which t h e y  a r e  employed; some r e c e i v e  w e l l  o v e r  t h e  
Nmaximums.w 

A s  a n  i l l u s t r a t i o n  o f  t h e  ex t r emes  p o s s i b l e ,  wages p a i d  
i n  June t o  t h e  Mladi  J u g o s l o v e n s k i  d i s t i l l e r y  i n  S p l i t  were  
64 p e r  c e n t  above t h e  maximum, w h i l e  i n  t h e  S t v a r n o s t  c a n n i n g  
f a c t o r y  n e a r  Zagreb  some worke r s  on a minimum wage o f  6,000 d i n a r s  
a  month a c t u a l l y  r e c e i v e d  o n l y  3,500, 

Such s i t u a t i o n s ,  however, a r e  t h e  e x c e p t i o n s  r a t h e r  t h a n  
t h e  r u l e ,  and t h e  s e r i o u s  problems of t h e  d e c e n t r a l i z e d  c o n t r o l  of 
i n d u s t r y  r e l a t e  t o  o v e r i n v e s t m e n t  and e x c e s s i v e  p r o f i t s  and p r i c e s .  

INVESTMENT PROCEDURES 

A l l  i n v e s t m e n t s  o t h e r  t h a n  t h o s e  from p r o f i t s  a r e  made 
p o s s i b l e  by c r e d i t s  f rom t h e  N a t i o n a l  Bank. S i n c e  1952, t h e  
sys tem of bank c r e d i t  t o  i n d u s t r y  h a s  been  c o m p l e t e l y  r e v i s e d  
e v e r y  y e a r ,  and  a new revamping f o r  1955 i s  i n  p r o s p e c t ,  G e n e r a l l y  
s p e a k i n g ,  t h e  c u r r e n t  sys tem o p e r a t e s  l i k e  t h i s :  

Where d i r e c t  f e d e r a l  i n v e s t m e n t  f o r  p a r t i c u l a r  p u r p o s e s  
i s  s p e c i f i e d  i n  t h e  p l a n ,  t h e  Bank a c t s  a s  t h e  a g e n t  of  t h e  
government. For  example,  t h e  1953 p l a n  c a l l e d  f o r  i n v e s t m e n t  of  
1.5 b i l l i o n  d i n a r s  f o r  new cement p l a n t s  i n  Macedonia. The 
o f f i c i a l s  o f  t h e  S k o p l j e  b r a n c h  of t h e  N a t i o n a l  Bank c o n f e r r e d  
w i t h  o f f i c i a l s  o f  t h e  Macedonian government  abou t  where a p l a n t  



was t o  be b u i l t .  The Bank t h e n  c a l l e d  f o r  b i d s  on c o n s t r u c t i o n  of  
t h e  p l a n t ,  To t h e  f i r m  awarded t h e  c o n t r a c t ,  t h e  bank g r a n t e d  
c r e d i t s .  These were  p a i d  back t h i s  y e a r  t o  t h e  Bank, which t h e n  
t u r n e d  t h e  f u n d s  o v e r  t o  t h e  r e p u b l i c  of Macedonia. T h i s  i s  t h e  
sys t em g e n e r a l l y  f o l l o w e d  i n  b u i l d i n g  up t h e  more underdeve loped  
a r e a s  i n  Yugos lavia .  

I n  r e g a r d  t o  t h e  g e n e r a l  f e d e r a l  i n v e s t m e n t  fund ,  t h e  
Bank, h a v i n g  r e c e i v e d  i n s t r u c t i o n s  f rom t h e  f e d e r a l  s e c r e t a r i a t  
o f  economics a b o u t  t h e  t y p e s  of i n d u s t r i e s  f o r  which f u n d s  a r e  
a v a i l a b l e ,  s i m p l y  a c c e p t s  c r e d i t .  a p p l i c a t i o n s  from i n d i v i d u a l  
f i r m s .  Ad hoc commiss ions  o f  e x p e r t s  a p p o i n t e d  by t h e  Bank 

7-  i n q u i r e  x n t o  t e c h n i c a l  competency of t h e  a p p l i c a n t s  and approve  
l o a n s  t o  t h o s e  which meet  minimum c o n d i t i o n s .  The approved firms 
t h e n  b i d  f o r  t h e  a v a i l a b l e  c r e d i t ,  The i n t e r e s t  r a t e  depends on 
s u p p l y  and demand. To i l l u s t r a t e :  

I n  1954,  t h e r e  were  4 b i l l i o n  d i n a r s  a v a i l a b l e  i n  t h e  
g e n e r a l  i n v e s t m e n t  fund  f o r  h o u s i n g  c o n s t r u c t i o n .  Ten f i r m s ,  e a c h  
s e e k i n g  50 m i l l i o n  d i n a r s ,  o f f e r e d  a  r a t e  of  5 p e r  c e n t .  F i v e  
f i r m s ,  e a c h  s e e k i n g  250 m i l l i o n ,  o f f e r e d  4 p e r  c e n t .  F i f t e e n  firms, 
e a c h  s e e k i n g  1 5 0  m i l l i o n ,  o f f e r e d  3 p e r  c e n t ,  Twenty firms, e a c h  
askin 'g  5 m i l l i o n ,  o f f e r e d  2  p e r  c e n t .  And t e n  f i r m s ,  e a c h  a s k i n g  
2 m i l l i o n ,  o f f e r e d  1 p e r  c e n t ,  S i n c e  o n l y  4 b i l l i o n  d i n a r s  were 
a v a i l a b l e ,  and s i n c e  t h e  h i g h e s t  b i d d e r s  were  e n t i t l e d  t o  it, t h e  
f i r m s  o f f e r i n g  l e s s  t h a n  3 p e r  c e n t  r e c e i v e d  no c r e d i t ,  and t h e  
i n t e r e s t  r a t e  f o r  a l l  was f i x e d  a t  3 p e r  c e n t ,  

The bank made t h e  f o l l o w i n g  t a b l e  t o  a r r i v e  a t  i t s  
d e c i s i o n  ( t h e  l i n e  s e p a r a t e s  t h e  s u c c e s s f u l  f rom t h e  u n s u c c e s s f u l  
b i d d e r s )  : 

Number o f  firms T o t a l  d i n a r s  a sked  P e r  c e n t  o f f e r e d  

The p e r i o d  o f  r e p a v e n t  v a r i e s  w i t h  v a r i o u s  t y p e s  o f  
i n d u s t r y  and i s  s p e c i f i e d  i n  t h e  p l a n .  C u r r e n t l y ,  f o r  example,  
t h e  e l e c t r i c a l  i n d u s t r y  i s  a l lowed  30 y e a r s ,  t h e  i r o n  and s t e e l  
i n d u s t r y  25 y e a r s ,  winegrowers  20 y e a r s ,  mach ine ry  p l a n t s  1 0  yea r s .  

The f a c t  i s  t h a t ,  a l t h o u g h  t h e  g e n e r a l  i n d u s t r i a l  
p a t t e r n  i s  o u t l i n e d  i n  t h e  p l a n ,  t h e r e  i s  a t  p r e s e n t  no p r o c e d u r e  
t o  p r e v e n t  c e r t a i n  i n d i v i d u a l  e n t e r p r i s e s  from g e t t i n g  more c r e d i t  
t h a n  t h e y  need. d f u r t h e r  a g g r a v a t i n g  f a c t o r  i s  t h e  sys tem f o r  
g r a n t i n g  s h o r t - t e r m  c r e d i t s .  

Here t h e  same sys tem o f  b i d d i n g  p r e v a i l s  a t  each  
c r e d i t  o f f e r i n g .  Under t h e  law, when l o a n s  a r e  u n d e r w r i t t e n  by 
t h e  r e p u b l i c  p a r l i a m e n t s  o r  t h e  l o c a l  P e o p l e ' s  Committees, t h e  
bank h a s  no a l t e r n a t i v e  t o  a g r a n t  of c r e d i t .  The bank c a n  f i x ,  
t h e  i n t e r e s t  r a t e  s o  t h a t ,  as w i t h  g e n e r a l  i n v e s t m e n t  c r e d i t s ,  



o n l y  firms o f f e r i n g  c e r t a i n  r a t e s  g e t  c r e d i t s .  4 t  e a c h  o f  t h e  
seven  c r e d i t  o f f e r i n g s  t h i s  y e a r ,  t h e  bank h a s  r a i s e d  t h e  i n t e r e s t  
r a t e .  What h a s  happened, however, i s  t h a t  f i r m s  which l o s e  o u t  
a t  one b i d d i n g  s i m p l y  o f f e r  a h i g h e r  r a t e  n e x t  t ime.  The r e s u l t  
i s  t h e  anomalous s i t u a t i o n  of a r i s i n g  i n t e r e s t  r a t e  and a t  t h e  
same t i m e  a n  expanding  volume o f  c r e d i t .  

ABUSES OF INVESTMENT PROCEDURES 

Many e n t e r p r i s e s  a r e  u s i n g  e x c e s s i v e  c r e d i t s  t o  s p e c u l a t e  
i n  t h e  marke t  and  t o  expand uneconomic p r o d u c t i o n .  S i n c e  t h e y  c a n  
s e t  t h e i r  own p r i c e s ,  t h e y  a r e  i n  many i n s t a n c e s  p i l i n g  up amaeing- 
l y  h i g h  p r o f i t s .  Borba, t h e  o f f i c i a l  o r g a n  of t h e  Communist P a r t y  
and Y u g o s l a v i a ' s  l e a d i n g  newspaper,  p o i n t e d  o u t  r e c e n t l y  t h a t  
w h o l e s a l e  p r i c e s  f o r  t h e  f i r s t  8 months o f  1954 had  i n c r e a s e d  more 
t h a n  8 p e r  c e n t .  I t  c i t e d  an e n t e r p r i s e  t h a t  had c a r r i e d  o u t  o n l y  
38 p e r  c e n t  of  i t s  p l a n  and made a  p r o f i t  o f  1 3 8  p e r  c e n t .  Another 
e n t e r p r i s e  f u l f i l l e d  i t s  p r o d u c t i o n  p l a n  by  113 p e r  c e n t  b u t  made 
a p r o f i t  o f  o n l y  5 p e r  cen t .  

Because Yugos lav ia  i s  b u i l d i n g  up an  i n d u s t r i a l  sys tem 
n e c e s s a r y  f o r  s o c i a l i s m ,  enormously  h i g h  t a r i f f s  a r e  imposed on  
t h e  i m p o r t a t i o n  o f  a lmos t  a l l  i n d u s t r i a l  goods. T h i s  g i v e s  
c e r t a i n  f i r m s  what amounts t o  a monopoly. S v e t o x a r  ~ u k m a n o v i 6 -  
Tempo, t h e  c h i e f  f e d e r a l  economic e x p e r t #  h a s  c i t e d  c a s e s  where 
Yugoslav p r o d u c e r s ,  p r o t e s t e d  by t h e s e  d u t i e s ,  have  n a c t u a l l y  
b l ackmai l ed t t  o t h e r  f i r m a  P n t o  b u y i n g  a t  u n r e a s o n a b l y  h i g h  p r i c e s ,  
a c c e p t i n g  p r o d u c t s  o f  i n f e r i o r  q u a l i t y ,  and p l a c i n g  o r d e r s  i n  
e x c e s s  o f  r e a l  need. 

I n  t h e o r y  t h e  l o c a l  P e o p l e ' s  Committees  have  enough 
a u t h o r i t y  t o  c o r r e c t  many o f  t h e s e  a b u s e s  by t h e i r  t a x i n g  power. 
What happens  i s  t h a t  t h e  P e o p l e ' s  Committees  a r e  o f t e n  dominated  
by  r e p r e s e n t a t i v e s  o f  t h e  worke r s '  c o u n c i l s  and a d o p t  a more o r  
l e s s  l a i s s e z - f a i r e  a t t i t u d e  toward  t h e  i n d u s t r i e s .  C o n t r a r i w i s e *  
i t  of-pens t h a t  i n  t h e i r  e f f o r t s  t o  d e v e l o p  t h e i r  new 
communi t ies  and b u i l d  new p l a n t  equipment ,  t h e  P e o p l e c s  C o u n c i l s  
go t o  t h e  o t h e r  ex t r eme  and t ax  e n t e r p r i s e s  s o  h e a v i l y  t h a t  t h e y  
a r e  d e p r i v e d  of a d e q u a t e  p r o f i t .  

DIFFICULTIES OF DISTRIBUTION 

Mechanism8 a f  d i s t r i b u t i o n  a l s o  sometimes f a l t e r  under  
t h e  autonomous economic a u t h o r f  t y  v e s t e d  i n  t h e  Peop le '  s 
Committees  and i n d i v i d u a l  e n t e r p r i s e s ,  While  t h e r e  a r e  r e p u b l i c -  
w ide  d i s t r i b u t i n g  f i r m s - - w h o l e s a l e r s - - f o r  f i n i s h e d  raw m a t e r i a l s  
and consumers '  goods l i k e  t e x t i l e s ,  i n  g e n e r a l  e a c h  city i s  
e x p e c t e d  t o  p r o c u r e  n e c e s s i t $ a s  f o r  i t s  own r e t a i l i n g  o u t l e t s .  
The r e s p o n s i b i l i t y  f o r  t h e  v i d e s p r e a d  s h o r t a g e s  o f  some goods, 
s u c h  a s  w h e a t  and  c o a l ,  l i e s  a t  t h e  f e d e r a l  l e v e l .  But s h o r t a g e s  
o f  f o o d s t u f f s  i n d i c a t e  an  i n a d e q u a c y  o f  t h e  d i s t r i b u t i o n  sys t em 
a t  t h e  l o c a l  l e v e l .  There a r e  t i m e s  when i n s u f f i c i e n t  f i s h  are 



i n  t h e  m a r k e t s  o f  t h e  D a l m a t i a n  c o a s t ,  when melons and f r u i t  a r e  
h a r d  t o  f i n d  i n  m a r k e t s  n e a r  t h e  growing a r e a s ,  and when even  
meat i s  i n  s h o r t  s u p p l y  i n  t h e  ma jo r  c i t i e s .  

It  i s  my e x p e r i e n c e  t h a t  Yugoslav o f f i c i a l s  blame t h e  
d i s t r i b u t i o n  sys tem f o r  s u c h  s h o r t a g e s .  A s  a  l o v e r  o f  seafood,  
I a s k e d  a t  e v e r y  o p p o r t u n i t y  why t h e r e  was so  l i t t l e  o f  i t  i n  t h e  
marke t s .  I n  Be lg rade ,  t h e  answer was e i t h e r  t h a t  one must  go t o  
t h e  Dalmat ian  C o a s t  t o  f i n d  f i s h  i n  t h e  m a r k e t s ,  o r  t h a t - - b e c a u s e  
most o f  t h e  c o a s t a l  a r e a  i s  i n  C r o a t i a - - t h e  f i s h  a r e  moved i n t o  
C r o a t i a n  c e n t e r s  such  as  Zagreb. On t h e  c o a s t ,  t h e  answer was, 
nThe f i s h  a 1 1  go t o  Belgrade."  I n  Zagreb,  q u e s t i o n s  a b o u t  f i s h  
were answered s imply  w i t h  a  s n o r t ,  o r  p u t  o f f  w i th  r emarks  a b o u t  
t h e r e  b e i n g  no f i s h  i n  t h e  sea.  If so, A d r i a t i c  f i s h  a r e  r e m a r k a m  
aware o f  i n t e r n a t i o n a l  b o r d e r s ,  b e c a u s e  f i s h  a r e  p l e n t i f u l  i n  t h e  
I t a l i a n  marke t s .  I t  i s  t r u e  t h a t  t h e  f i s h i n g  i n d u s t r y  i n  Yugoslavfa 
i s  i n  a  c r i s i s ,  due i n  p a r t  t o  l a c k  o f  adequa te  b o a t s  and equipment, 
and  due i n  p a r t  t o  q u a r r e l s  between t h e  p r i v a t e  f i s h e r m e n  and t h e  
f i s h i n g  c o l l e c t i v e s .  However, t h e  d i f f i c u l t y  i s  n o t  o n l y  one of 
s u p p l y  b u t  o f  d i s t r i b u t i o n ,  and i s  a n o t h e r  example of t h e  p rob lems  
r e s u l t i n g  from ex t reme  s o c i a l i s t  d e c e n t r a l i z a t i o n ,  

While t h e  Yugoslav l e a d e r s  r e c o g n i z e  t h a t  t h e  sys t em 
i s n ' t  working  a s  i t  s h o u l d  and t h a t  t h e r e  must  be  some changes ,  
t h e r e  i s  d i s a g ~ e e m e n t  a s  t o  what k i n d  o f  changes  a r e  c a l l e d  f o r .  
M r .  Vukmanovic-Tempo d o e s  n o t  a lways  a g r e e  even  w i t h  h i m s e l f .  
Remarks he  made r e c e n t l y  t o  t h e  Communists o f  Montenegro a r e  
t y p i c a l  o f  t h e  c o n t r a d i c t i o n s  t h a t  a r i s e  o u t  of t h e  e f f o r t  t o  
combine s o c i a l i s t i c  p l a n n i n g  and c o l l e c t i v i s m  w i t h  n o n s o c i a l i s t i c  
p o l i c i e s  o f  d e c e n t r a l i z a t i o n  and a  sys tem o f  f r e e  c o m p e t i t i o n .  

ItThe e n t i r e  sys tem h a s  e n t e r e d  a  b l i n d  a l l e y , "  M r .  
~ u k m a n o v i b - ~ e m ~ o  d e c l a r e d .  "We must  f i n d  a s o l u t i o n  f o r  t h i s  
e n t i r e  q u e s t i o n .  We must  c o n s i s t e n t l y  c a r r y  o u t  t h e  p r i n c i p l e  of  
t h e  working c o l l e c t i v e s  managing t h e  means of p r o d u c t i o n  and 
d i s p o s i n g  o f  t h e  s u r p l u s  o f  l a b o r  c o m p l e t e l y  i n d e p e n d e n t l y .  On 
t h e  o t h e r  hand, we must  m a i n t a i n  t h e  open market  sys tem b u t  a t  
t h e  same t ime  r e n d e r  i t  i m p o s s i b l e  f o r  t h e  work ing  c o l l e c t i v e s  t o  
a c h i e v e  p r o f i t  by means o f  s p e c u l a t i o n ,  o r  by means o f  i n c r e a s i n g  
p r i c e s O t t  

I n  o t h e r  words,  Y u g o s l a v i a  must  c o n t i n u e  t o  l e t  i n d i v i d u a l  
e n t e r p r i s e s  d i s p o s e  o f  p r o f i t s  a s  t h e y  wish ,  b u t  must  a c t  t o  s t o p  
them from do ing  i t  i n  a h a r m f u l  way. 

M r .  ~ukmanovic '  d i d  n o t ,  however, demand a  more s t r i n g e n t  
tax system. Be c r i t i c i z e d  l o c a l  governments  f o r  o v e r t a x i n g  i n d u s -  
t r y  acd  d e c l a r e d  t h a t  t h e  b i g  problem was t h e  f a c t  t h a t  unpro- 
d u c t i v e  i n d u s t r y  had t h e  e f f e c t  of k e e p i n g  wage l e v e l s  down i n  pro- 
d u c t i v e  i n d u s t r y .  Th i s ,  h e  i m p l i e d ,  c o u l d  be  s o l v e d  o n l y  by more 
s e v e r e  c o m p e t i t i o n .  He m a i n t a i n e d ,  however, t h a t  c o m p e t i t i o n  must 
be h e l d  t o  t h e  d o m e s t i c  s c e n e ,  b e c a u s e  t h e  development  o f  s o c i a l i s m  
depends  on i n d u s t r y  and t h e  development  o f  i n d u s t r y  depends  on 
k e e p i n g  o u t  f o r e i g n  goods. 

F i n a l l y ,  M r .  ~ u k r n a n o v i d  d e c l a r e d  t h a t  i n  h i s  o p i n i o n  



i t  i s  n e c e s s a r y  t o  u s e  " a d m i n i s t r a t i v e  i n t e r v e n t i o n n - - t h a t  is ,  
d i r e c t  government c o n t r o l s - - t o  s t o p  wage f u n d s  from going up a t  
t h e  expense  of t h e  whole community. 

On t h e  o t h e r  hand, p l a n s  a r e  under  way f o r  a d e c e n t r a l i -  
z a t i o n  of  t h e  e n t i r e  bank ing  s t r u c t u r e  t h a t  s h o u l d  l e s s e n  f e d e r a l  
c r e d i t  c o n t r o l s .  

D e s p i t e  t h e s e  e v i d e n c e s  of  c o n f u s i o n ,  one c a n n o t  s a y  
t h a t  t h e  Yugoslav economic sys tem i s  n o t  g i v i n g  t h e  c  o u n t r y  
i n d u s t r i a l  p r o d u c t i o n .  G e n e r a l l y  speak ing ,  t h e  p r o d u c t i o n  i n d i c e s  
have been  r i s i n g  i n  t h e  i m p o r t a n t  a r e a s  o f  t h e  economy e v e r  s i n c e  
d e c e n t r a l i z a t i o n  went  i n t o  e f f e c t .  P r o d u c t i o n  o f  v i t a l  i t e m s  such  
a s  e l e c t r i c  power, m e t a l  p r o d u c t s ,  t r u c k s ,  and farm machinery  i s  
h i g h e r  t h a n  e v e r  b e f o r e ,  and  a f t e r  t h e  c o m p l e t i o n  o f  132 key  
p r o j e c t s  two o r  more y e a r s  hence,  i n d u s t r i a l  p r o d u c t i v e  c a p a c i t y  
w i l l  be much i n c r e a s e d .  

A s  f a r  a s  i n d u s t r y  i s  concerned ,  t h e  b i g  problem i s  a 
l a c k  o f  c o o r d i n a t i o n .  C u r r e n t l y  t h e r e  i s  an  a c u t e  s h o r t a g e  of 
c o a l ,  a l t h o u g h  c o a l  p r o d u c t i o n  i s  a t  an  a l l - t i m e  peak. The 
s h o r t a g e  i s  t h e  r e s u l t  of  i n c r e a s e d  consumpt ion  by an expand ing  
i n d u s t r y ,  by  a growing r a i l w a y  system, and by Yugoslav house-  
h o l d e r s .  Home consumption of c o a l  h a s  i n c r e a s e d  a s  a r e s u l t  of 
government c o n s e r v a t i o n  measures  which l i m i t  t h e  s u p p l y  o f  wood 
f o r  f u e l .  Al though t h e  n a t i o n a l  e l e c t r i c - p o w e r  p o s i t i o n  i s  good, 
S e r b i a  i s  p a t h e t i c a l l y  s h o r t  o f  power. I n  c o n t r a s t ,  t h e r e  i s  a 
s u r p l u s  o f  power i n  Bosnia,  a  semi-underdeveloped a r e a  where bo th  
i n d u s t r y  and p o p u l a t i o n  a r e  much l e s s  t h a n  i n  S e r b i a .  

THE EFrECT OF DECENTRALIZATION ON AGRICULTURE 

The s e c t o r  of t h e  economy which h a s  been h a r d e s t  h i t  by 
t h e  new sys tem i s  a g r i c u l t u r e .  A g r i c u l t u r e  i n  Yugos lavia- -a  
c o u n t r y  where more t h a n  70 p e r  c e n t  of t h e  p o p u l a t i o n  i s  dependent  
on t h e  land--has  b e e n  l e f t  t o  s h i f t  f o r  i t s e l f  s i n c e  1952. It i s  
p e r h a p s  t h e  f i r s t  and most  i m p o r t a n t  v i c t i m  of  d e c e n t r a l i z a t i o n .  

Prewar Y u g o s l a v i a  was a  b i g  e x p o r t e r  o f  g r a i n .  Cominfonn 
~ u ~ o s l a v i a  b r o k e  even. S i n c e  1950,-  wheat  h a s  been  i m p o r t e d  e v e r y  
y e a r ,  and i n  i n c r e a s i n g  amounts. T h i s  t r e n d  h a s  deve loped  d u r i n g  
a p e r i o d  i n  which t h e  government h a s  s o f t e n e d  i t s  a t t i t u d e  toward  
t h e  p e a s a n t s  and  i n  e f f e c t  h a s  a t  l e a s t  t e m p o r a r i l y  abandoned t h e  
p o l i c y  o f  c o l l e c t i v i z a t i o n .  

Al though t h e  i n t e n t i o n  was t o  encourage  p r o d u c t i o n  b y  
p e a s a n t s  o u t s i d e  o f  t h e  c o l l e c t i v e s ,  i t  d i d  n o t  i n  f a c t  a lways  
work o u t  t h a t  way. 

F i r s t ,  compulsory d e l i v e r i e s  of g r a i n  were e l i m i n a t e d .  
Then d i s s o l u t i o n  o f  c o l l e c t i v e s  was p e r m i t t e d ,  w i t h  t h e  r e s u l t  
t h a t  o n l y  a  few remain.  Then a  l o g h e c t a r e  l i m i t  was s l a p p e d  on 
p r i v a t e  l a n d h o l d i n g s .  T h i s  i n  i t s e l f  was n o t  t o o  i m p o r t a n t ,  as 
the a v e r a g e  l a n d h o l d i n g  i s  from f o u r  t o  f i v e  h e c t a r e s .  But a t  



t h e  same t i m e  s p e c i a l  bank  c r e d i t s ,  mach ines ,  f e r t i l i z e r ,  e t c . ,  
we re  s t i l l  a v a i l a b l e  on more f a v o r a b l e  t e r m s  t o  c o l l e c t i v e s  t h a n  
t o  p r i v a t e  p r o d u c e r s .  D u r i n g  t h e  p e r i o d  o f  c o m p u l s o r y  d e l i v e r i e s  
o f  g r a i n ,  many p e a s a n t s  h a d  t u r n e d  t o  o t h e r ,  more p r o f i t a b l e  
p r o d u c e .  To e n c o u r a g e  them t o  resume p r o d u c t i o n  o f  whea t ,  s p e c i a l  
c r e d i t s  were  c r e a t e d  l a s t  y e a r ,  b u t  American a g r i c u l t u r a l  o b s e r v e r s  
s a y  t h e y  have  n o t  h e a r d  o f  a  s i n g l e  p k a s a n t  t a k i n g  a d v a n t a g e  o f  
them. A g r i c u l t u r a l  p r o d u c t i o n  c o n t i n u e d  t o  d e c l i n e .  T h i s  y e a r  a 
s p e c i a l  p r i c e  o f  23  t o  24 d i n a r s  a  k i l o - 4  t o  5 d i n a r s  above  t h e  
m a r k e t  p r i ce - -was  o f f e r e d  f o r  whea t .  P e a s a n t s  we re  g i v e n  a n  
advance  o f  1 0  d i n a r s  a k i l o  on w h e a t  p romised ,  w i t h  a 2 0 - d i n a r  
p e n a l t y  f o r  n o n d e l i v e r y ,  The y e a r  u n f o r t u n a t e l y  b r o u g h t  a s e v e r e  
d r o u g h t - t h e  t h i r d  s i n c e  1950--and many p e a s a n t s  were  u n a b l e  t o  
d e l i v e r .  The r e s u l t  was  t h a t  t h e y  wen t  s e r i o u s l y  i n t o  d e b t ,  a n d  
p e a s a n t  annoyance  w i t h  t h e  r e g i n e  and  w i t h  b a n k s  and  w i t h  t h e  
s t a t e  a ~ p a r a t u s  g e n e r a l l y  i n c r e a s e d .  

The e f f e c t  o f  t h e  c o m p u l s o r y  d e l i v e r y  period--19hS-S0-- 
was t o  d e c r e a s e  w h e a t  p r o d u c t i o n ,  and  t h e  d r o u g h t s  have  b e e n  a n o t h e r  
s e r i o u s  f a c t o r .  I t  i s  a l s o  t r u e ,  a s  t h e  Y u g o s l a v s  p o i n t  o u t ,  
t h a t  a s  t h e  s t a n d a r d  o f  l i v i n g  i n  t h e  c o u n t r y  i n c r e a s e d ,  b r e a d  
c o n s u m p t i o n  i n c r e a s e d  above  p r e w a r  l e v e l s .  A t  t h e  same t i m e ,  
t h e  f a c t  r e m a i n s  t h a t  i n  a g r i c u l t u r a l  Y u g o s l a v i a  t h e r e  i s  a 
s e r i o u s  w h e a t  s h o r t a g e .  L i n e s  q u e u e i n g  b e f o r e  b r e a d  s t o r e s  i n  
B e l g r a d e  a r e  a f a m i l i a r  s i g h t ,  and  on a t  l e a s t  one o c c a s i o n  a n e a r  
r i o t  e n s u e d  when a  t r u c k  d r o v e  up w i t h  l o a v e s  o f  b r e a d .  

The who le  a t t i t u d e  o f  t h e  Yugos l av  government  t o w a r d  
a g r i c u l t u r a l  p r o b l e m s  r e f l e c t s  t h e  i d e o l o g i c a l  c o n f u s i o n  i n h e r e n t  
i n  t h e  e f f o r t  t o  m a i n t a i n  a  p l a n n e d ,  s o c i a l i s t  economy w i t h  a 
work ing ,  f r e e ,  c o m p e t i t i v e  marke t .  Because  Y u g o s l a v i a  i s  
s o c i a l i s t ,  i n d u s t r i a l i z a t i o n  i s  i t s  c h i e f  g o a l ,  and  w o r k e r s  have  
t h e  f a v o r e d  p o s i t i o n  i n  b o t h  t h e  economy a n d  t h e  s t a t e ,  Worker 
r e p r e s e n t a t i o n  i n  t h e  c o u n c i l s  o f  p r o d u c e r s - - t h e  p a r l i a m e n t a r y  
b o d i e s  o f  w o r k e r s  i n  t h e  l e g i s l a t u r e s  a t  e v e r y  l e v e l  o f  gove rn -  
men t - - i s  a b o u t  f i v e  t i m e s  t h a t  of p e a s a n t s - - a l m o s t  t h e  r e v e r s e  o f  
t h e  r a t i o  i n  t h e  p o p u l a t i o n .  T h i s  n o t  o n l y  t e n d s  t o  g i v e  many 
p e a s a n t s  a  f e e l i n g  o f  n o n p a r t i c i p a t i o n  i n  government ,  b u t  i t  
a l s o  means t h a t  t h e  l e g i s l a t u r e  p a y s  s c a n t  a t t e n t i o n  t o  a g r i c u l t u r a l  
p rob lems .  The re  i s  no m i n i s t r y  o f  a g r i c u l t u r e  i n  e i t h e r  t h e  
n a t i o n a l  o r  i n  t h e  r e p u b l i c  gove rnmen t s ,  A g r i c u l t u r a l  a d v i c e ,  
f e r t i l i z e r  d i s t r i b u t i o n ,  and  l i k e  s e r v i c e s  c o u l d  b e s t  b e  h a n d l e d  
by some c e n t r a l  a u t h o r i t y ,  b u t  a r e  l e f t  t o  l o c a l  a u t h o r i t i e s .  
T h i s  means t h a t  o f t e n  t h e  farmer g e t s  none  o f  t h e  h e l p  he n e e d s  
i n  a c o u n t r y  whe re  a g r i c u l t u r a l  t e c h n i q u e s  s h o u l d  be  b r o u g h t  
up t o  d a t e .  C o n s t a n t  o f f i c i a l  r e m i n d e r s  t o  l o c a l  gove rnmen t s  
t h a t  n a g r i c u l t u r e  i s  i m p o r t a n t ,  toon- -  a s i z a b l e  u n d e r s t a t e m e n t  
--seem t o  f a l l  on  d e a f  e a r s .  

THE BALANCE-OF-PAYMENTS CRISIS 

The p r o b l e m  o f  whea t  s h o r t a g e  i s  bad  enough as f a r  a s  
t h e  Yugos l av  p e o p l e  t h e m s e l v e s  a r e  c o n c e r n e d ,  r e s u l t i n g  a s  i t  h a s  
i n  l e s s  b r e a d  and  h i g h e r  p r i c e s .  Bu t  i t  i s  a l s o  one  o f  t h e  c e n t r a l  



f a c t s  i n  t h e  v e r y  s e r i o u s  b a l a n c e - o f - p a y m e n t s  c r i s i s  t h e  c o u n t r y  
f a c e s .  

The b a l a n c e  on t h e  a g r i c u l t u r a l  d e f i c i t  i s  $130 m i l l i o n .  
Wheat i m p o r t s  s i n c e  1 9 5 0  a c c o u n t  f o r  a b o u t  5 0  p e r  c e n t  o f  t h e  
c u r r e n t  ba l ance -o f -paymen t s  d e f i c i t  o f  some $300,000,000.  I n  t h e  
c u r r e n t  c r o p  y e a r ,  a b o u t  1 ,300 ,000  t o n s  of wheat w i l l  h a v e  t o  b e  
i m p o r t e d  a t  a c o s t  o f  n e a r l y  $100,000,000. I t  i s  d i f f i c u l t  t o  
s e e  how, e v e n  w i t h  t h e  mos t  a d v a n t a g e o u s  c o n d i t i o n s ,  f u r t h e r  
i m p o r t s  o f  l i k e  s i z e  c a n  b e  a v o i d e d  n e x t  y e a r .  American a g r i -  
c u l t u r a l  o b s e r v e r s  i n  Y u g o s l a v i a  b e l i e v e  whea t  may h a v e  t o  b e  
i m p o r t e d  f o r  a t  l e a s t  t e n  y e a r s .  

Even i f  Yugos lav  a g r i c u l t u r e  s h o u l d  m i r a c u l o u s l y  p u l l  
i t s e l f  o u t  o f  t h e  p r e s e n t  m o r a s s ,  t h e  way o u t  o f  t h e  b a l a n c e - o f -  
paymen t s  c r i s i s  i n  n o t  c l e a r .  C a p i t a l - g o o d s  i m p o r t s  now c o s t  
more t h a n  $120,000,000 y e a r l y .  When t h e  k e y  p r o j e c t s  a r e  com- 
p l e t e d  two o r  t h r e e  yea:-s hence ,  new c a p i t a l - g o o d s  i m p o r t s  w i l l  
p r o b a b l y  be r e d u c e d ,  b u t  t h e  expanded  p r o d u c t i o n  f rom t h e  new 
key  p l a n t s  w i l l  n e c e s s i t a t e  i n c r e a s e d  i m p o r t s  o f  raw m a t e r i a l s .  
R a w - m a t e r i a l s  i m p o r t s  have c u r r e n t l y  d e c l i n e d  t o  a  p o i n t  whe re  a 
f u r t h e r  d e c r e a s e  would  mean unemployment.  G e n e r a l l y  s p e a k i n g ,  
Yugos l av  i n d u s t r y  o p e r a t e s  on  v e r y  s h o r t - t e r m  s t o c k s ,  a s  a  r u l e  
a b o u t  t h r e e  weeks  ahead .  Thus o p e r a t i o n  o f  t h e  i n d u s t r i a l  s y s t e m  
f o r  e v e n  a  s h o r t  t i m e  d e p e n d s  on k e e p i n g  c u r r e n t  i m p o r t s  up. 
S i n c e  1950  i m p o r t s  have n e v e r  b e e n  l e s s  t h a n  $ 1 ~ 0 , 0 0 0 , 0 0 0  a y e a r .  
And when t h e  k e y  p l a n t s  a r e  a l l  i n  o p e r a t i o n ,  r a w - m a t e r i a l s  i m -  
p o r t s  a r e  a p t  t o  i n c r e a s e .  

The re  i s  no d o u b t  t h a t  Yugos l av  i m p o r t s - - a s i d e  f rom 
t h o s e  n e e d e d  f o r  f ood ,  raw m a t e r i a l s ,  and  m i l i t a r y  pu rposes - -  
c o u l d  b e  r e d u c e d  somewhat and  t h a t  t h e  t o t a l  amount o f  f o r e i g n  
exchange  a v a i l a b l e  f o r  i m p o r t s  c o u l d  . b e  s p e n t  more a d v a n t a g e o u s l y .  
The f a c t  t h a t  t h e r e  i s  a l m o s t  no  i n t e r n a l  c o n t r o l  of c r e d i t  ( a n d  
t h u s  l i t t l e  c o n t r o l  o f  new f a c i l i t i e s ) ,  c o u p l e d  w i t h  t h e  f a c t  
t h a t  f o r e i p n  t r a d e  i t s e l f  i s  d e c e n t r a l i z e d ,  s e r i o u s l y  c o m p l i c a t e s  
t h e  p i c t u r e .  

G e n e r a l l y  s p e a k i n g ,  t w e n t y  o r  more l a r g e  e x p o r t - i m p o r t  
firms h a n d l e  t h e  b u l k  of  t h e  f o r e i g n  t r a d e .  B u t  any  i n d i v i d u a l  
e n t e r p r i s e  may o b t a i n  a u t h o r i z a t i o n  t o  e x p o r t  and  i m p o r t ,  and  many 
o f  them have  done  so.  Any f i r m  s e l l i n g  a b r o a d  c a n  u s e  a n y  o r  a l l  
o f  i t s  p r o c e e d s  f o r  i m p o r t s  i n  exchange .  N o n e x p o r t i n g  firms 
w i s h i n g  t o  i m p o r t  mus t  b u y  f o r e i g n  e x c h a n g e  f r o m  t h e  N a t i o n a l  Bank 
a t  a f r e e  r a t e ,  wh ich  i s  now a b o u t  900 d i n a r s  t o  $1 (compared  w i t h  
t h e  o f f i c i a l  r a t e  o f  300  t o  $1b 

E x p o r t i n g  firms which  r e c e i v e  a b a l a n c e  o f  f o r e i g n  
exchange  mus t  s e l l  h a l f  of  i t  t o  t h e  N a t i o n a l  Bank a t  t h e  o f f i c i a l  
r a t e .  The o t h e r  h a l f  may b e  exchanged  a t  t h e  f r e e  r a t e  o r  i t  may 
b e ' u t i l i z e d  i n  f u r t h e r  f o r e i g n  t r a d i n g ,  i n  wh ich  c a s e  t h e  f i r m  i s  
p e r m i t t e d  t o  h o l d  i t  i n  a f o r e i g n  accoun t .  

A l though  t h e  f e d e r a l  government  d o e s  m a i n t a i n  a l i s t  of 
n o n e x p o r t a b l e  goods  and  a l s o  l i m i t s  t h e  amounts  o f  some o t h e r  goods  



which may be e x p o r t e d ,  t h i s  h a s  n o t  p r e v e n t e d  t h e  e x p o r t  o f  some 
p r o d u c t s  t o  t h e  p o i n t  o f  c r e a t i n g  a  s i t u a t i o n  of  s h o r t  s u p p l y  
i n  Yugos lavia .  N e v e r t h e l e s s ,  a  c u r r e n t  e x p o r t  d r i v e  t o  g a i n  
f o r e i g n  exchange h a s  n o t  m a t e r i a l l y  a l t e r e d  t h e  ba lance -o f -  
exchange p i c t u r e ,  

I 

I n  t h i s  p i c t u r e ,  f o r e i g n  a id - -abou t  t h r e e - q u a r t e r s  o f  
which comes from t h e  U n i t e d  S t a t e s - - i s  an  i m p o r t a n t  f a c t o r ,  I n  
1954, t o t a l  i m p o r t s  i n t o  Yugos lav ia  amounted t o  $39~ ,300 ,000 .  O f  
t h i s ,  $136,000,000, i n c l u d i n g  a i d ,  came from t h e  U n i t e d  S t a t e s ,  
The b i g g e s t  i t e m s  o f  i m p o r t  were wheat ,  c o r n ,  l a r d ,  raw c o t t o n ,  
c o a l ,  and machinery ,  

T o t a l  Yugoslav e x p o r t s  i n  1953  amounted t o  $185,980,000, 
of  which e x p o r t s  t o  t h e  Uni t ed  S t a t e s  a c c o u n t e d  f o r  o n l y  $7,801,000, 
C h i e f  e x p o r t s  t o  t h e  Uni t ed  S t a t e s  were hops,  t obacco ,  c a r p e t  wool, 
z i n c ,  b a r i t e s ,  mercury, copper ,  l e a d ,  and chrome, 

The g e n e r a l ' f o r e i g n - t r a d e  p i c t u r e  f o r  1954 s o  f a r  g i v e s  
Y u g o s l a v i a  a  g r e a t e r  p e r c e n t a g e  of i m p o r t s  a v e r  e x p o r t s  t h a n  i n  
1 9 5 3 .  

D e s p i t e  t h e  c o n f u s i o n  r e s u l t i n g  f rom t h e  e x t r e m e  
d e c e n t r a l i a a t i o n ,  t h e  i n t e r n a l  economy o f  Y u g o s l a v i a  c a n  w i t h o u t  
d o u b t  r o c k  a l o n g  and p r o b a b l y  i n  t i m e  s t r i k e  something  o f  a  
b a l a n c e ,  The more b a s i c  problem t h e  Yugos lavs  a r e  up a g a i n s t  
i s  s e e n  i n  t h e i r  b a l a n c e  of  payments--al though o f  c o u r s e  h e r e  t o o  
t h e  i n t e r n a l  economic s i t u a t i o n  i s  v i t a l l y  i n v o l v e d ,  T r a n s f e r s  
t o  Y u g o s l a v i a  o f  American s u r p l u s  wheat  a t  what  would amount t o  
dumping p r i c e s - - s o m e t h i n g  p o s s i b l y  bo th  Yugos lavs  and Americans 
a r e  l o o k i n g  fo rward  to--would a l l e v i a t e  t h e  problem. But i t  i s  
d i f f i c u l t  t o  s e e  how i t  c a n  do more t h a n  d e l a y  a n  u l t i m a t e  
d e c i s i o n ,  I f  and when t h e  d e c i s i o n  i s  t o  b e  made depends  i n  no 
l i t t l e  d e g r e e  on  whe the r  t h e  Yugos lavs  c a n  s t r i k e  some k i n d  of 
harmony between s o c i a l i s m  and t h e i r  i n s i s t e n c e  on a d e c e n t r a l i z e d ,  
f r e e  i n t e r n a l  marke t ,  And b e f o r e  t h e y  c a n  do  t h a t  t h e y  must  
c e r t a i n l y  c l a r i f y  t h e i r  i d e o l o g y ,  




