ECONOMIC FLANNING IN YUGOSLAV FIRMS

Nozomu ABE*

0. INTRODUCTION

The Yugosiav system of economic planning, which has usually been
called the system of selfimanagement planning since 1974, seems 'to be
very appealing ito economists. In fact, it can be understood as an at-
tempt o create an advantageous combination of both enarket mecha-
nism and planming mechanfizm.!) It fis definfitely one of the main itopics
in the fiedd of the theory of comparative economic systems.

It is, howevelr, beyomnid our puripose o describle the system of self-
-management planning precisely here. We would dike to desaribe and
amalyze planning processes within Yugoslav firms as the first step to-
wards a comprehensive understanding of the structures and perfor-
mances of the planning system in Yugoslavia. Indeed, economic plan-
ning of the finms can be reganded as one of the fundamental planning
activities in the whole system of selfimanagement jplanmiinig.?)

The punpose of ithis paper s to examine how the development plan
is anade and what properties ithe plan chosen by the fimm pogsesses in
the context of the whole system of selfimanagement planning. Special
emphases are put oa the following questions:

(1) What is ithe actial process of planning in Yugoslav finms?;

(2) What economic objectives is ithe ifitm supposed to have, and to
which coritenia o members refer when ithey adopt the development
plan?;

(3) What economic paramétcrs are taken into consideration when the
iplan is prepared?;

(4) What propenties anid effedts idoes the chosen plan: possess?;

* Hitotsubashi Umvelsny, Tokyo, Japan.

) See, for example, D, Kalogjera (12) and E. Kardelj {13) concerning
some characteristic features of the Yugosl'w planmng system.

7} For instance, the faw requires that the plans of other selfmanage-
ment orgamzatxons and the plans of public commumtles should be in con-
formity with the revenue of the firms in the sphere of material production.
See: Law on the Bases of the System of Social Planning and on the Yugo-
slav Social Plan — 1976, Article 7.(3).
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Section 1, in which ithe above-mentioned questions (1) and (2) will
be treated, describes the planning process in the finm and shows its
characteristic features, Sectjon 2, in which the above-mentioned points
(3) and (4) will be ireaitied, theoretically analyzes ithe properties of the
chosen plan and the faotons influending such a choice of plan, Finally,
Section (3) comments on Some important Temaining issues,

1. THE PLANNING PROCESS IN YUGOSLAV FIRMS

fI‘-]ue Purpose of ithis Section is to desonibe a standand mode! of the
planning process iin Yugoslav flinms and ito malke dlear ifs charaoteristic
featuwes. A few remiarks should be given before desariibling the process.

First, economic units appear in three different types of association
in Yugoslavia. The eoonomic unit of the finst type is called the Basic
Oungamization of Associated Labour (BOAL), which is the fundamental
form of association. of labour, A BOAL has its own Workers’ Council
and its own plans. The economic unit of the secomd type is called the
Work Organization (WO), which lis an independent, selbmanaging orga-
nization of associated labour, A WO ofiten indludes several BOAL'’s. The
eoonomic unit of the iphird type is the Composite Organization of Asso-
ciated Labour (COAL), which ds a form of organization of associated
labour established thiough the menger of sevenal WO's and BOAL’s3)
For simplicity, however, we will take onllv ithe easiest case where a. WO
contains no BOAL's

Secondly, every firm has three types of plans: a long-term plan, a
medium+denm plan and an annual plan, The fundamental and ithe imost
impontant plan is considersd to be ithe medium-term plan (fiveyear
plan) §n Yugoslavia 4) Thevefore, ;the mediumiterm  plan is mainly
brought into fioous +4n ithe following descriiption. and analysis.

1.1. Planning process in ¥ ugoslav Firms

Step 1: The first Step of the planning process in the fiirm s o analyze
the wealization of ithe development and working plans of the preceding
period. The planners and analysits (planmer-analysts) evaluate the perfor-
mance of the fimm and identify ithe faators which are supposed ito have
Caused ithiis performance.)

Step 2: The second Step ds to estimate ithe economic environments
and/or the economic parameters of the finm in the following peniod.
Through Step 1 and Step 2, a feasible and viable set of alternative plans
for ithe next jpeniod are considered to be available o the finm,

°) The definition of lthese tenmis can be seen, for example, in The WAs-
sodiated Labour Adt {2*), pp. 403—419.

‘) See: Law on ithe Bases Wf the Sydfem of Sodial Planning and on the
Yugoslav Social Plan — 1976, Article 10 (3),

°) The description of the planning process in the finm can be seen in
M. Milisavljevié et al. (15) and P. Dejanovi¢ 9).
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Step 3: In this step, taking into account the analyses and forecasts of

Step | and Step 2, a dedision is made concerning _ltihe |pmo'1l>‘111em lo(f u?l&gh%z
her fundamental elements of the long-tenm plan given ezm}u;fmf h e
NS af gwbgﬁlimh?irbghg %&?ﬂftﬁ%&g given by the
elements and tangets of tthe plan he ! g y i
Mel this dis examined and checked by l’ghe workers an b

%ﬁ}gﬁ" ggﬂno?l In this step, #t s quite 'interesn}ng no_obser\ne 'g?]ll]oqi
plan is chosen iin the feasible and viable set as this choice o;? i o
dergtood ito nefileat the “imidividuality” of the I:unm nNarburx_‘arlIly, ! tdizﬂ?aﬂ?nbe
upon whalt type of objectives the men.mb.ems poissess. Thils poiny
discussed wmore minutely in ithe following Seotion.

Step 4: The next step is mo coordinate a.nd pegat'iatf, ithe pﬁmmntzsco;nf-
plans with other firms and public commumities and if ,potsm e:éh.m >
clude a self-management agreement amdda »sodcml o_(iun;pigl j?fnaame;ltoﬂ
1 1 . bSO Basn 1)

the end of Step 3, each finm is supposed to have its :
gllzneelememts,ps.o that ithe mext step is ito cpond-m@lf_z ithe In{pd;xﬂcn:;dﬂ
glements of ithe plan and interests fagllfné iﬁnm};.cj, 'Ipl}ma;r-m §¢:rpe ﬂ;e'aalized m
order o ensure ithat the dnterests of all the pant Te rea py

i mic firom the standpoint of the
a higher degree, and .thal economic balance X ; >
socizty as Z whole is attained much more easily through these agre
ements and compaots,

Step 5: This step worlks owt concrete and ﬁuﬂdl_ifvﬁidm.aﬂ pnggprmes in lo;—
der to make it possible for the earlier established outlines of :fhe plan
to be executed at the levels of shop-floors or other depantments.

Step 6: The last step is o adopt the plan. When the Workers’' Council
adopts it, it becomes legally valid. .

1.2. Objectives of Economic Activities in Yugoslav Firms:‘
A Participation-Oriented Firm vs. an Efficiency-Oriented Firm

©  'We have obsenved in the previous Section a stam@amdhprgfess éf:;
the establishment of development and working plans .'m,’t' e n;j m.t s
what kind of economic plan is really chosen when membens z:.l Opmh ?
It ds e that memberns meed s.om;;e scmE Mgf @?ﬁc@g:nnm;ﬁd\\sﬁl 03
make a decision, especially on the outlines of . 1, and su Ay
i i i he 'members’ objectives i
re understandably derived from t : obje ‘ !
:tiz%;lm. Hence, some obsenvations should be made on ithe members
bjectives. . . ) . : )
o Members of the finm have various x?'bjecm'ves im itheir smdmiﬁf ; :I;:t
tivities. It is matural that their ob jeatives may vary under 1 erent
conditions. For instance, they may differ according wo power ]x(r o
in dififerent interest groups within the €rm (ma:na,gar.s%;n?d woiﬁzlr;sl ) and
i i the i Economic factors e )
to ithe business perfonmance of the u"iraq. T remnal b
i ol ; petiti the fndustry) can influence
the firm (e. g., degree of competition in » e e 1o Do very
" objectives, too. All of ithese suggest that we have :
::T;i;nﬁmq;lerﬁsn Ogjﬁln‘ectfoxm'uﬂmﬁiom of members'agbjecﬁves. ‘When “:d ?rbsetzgts:
i y £im he aboveimentioned fac
the actual behaviour ©f Yugosiav £mr}s, it: : fact
tgf\nagwt 40 be different ﬁroxrt; finm to finm, so that members’ objectives
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in ‘their economic activities are supposed to differ firom #Erm to finm.
But we do not have to biing suclh a complexiity of the actual economy
into our analysis here. What should be done is 10 analyze some aspeots
of its complexity in a simple form. Thus, in the analysis of firm beha-
atiour we make mise of two 'different moldels, both of which seem very ty-
pical im Yngoslavia i(this does mot mean that other types of members’
objectives cannot be observed in weality). These two models can be de-
diived from ithe reseanch work of I. Adizes. )

i ithe latter half of the 1960s, Adizes observed the ecomomic be-
haviour of several finms in Yugoslavia. Through his actual observation,
he formulated two types of behaviour of the @imms, which are called
"Comipany XYZ" and "Company ABC" in hlis book.5)

Company XYZ has the following characteristic features: (1) more
production-oriented; (2) less staff in the depamtments of marketing,
planning and finance; (3) little initiative taken by the director in major
decision-making; (4) more decentralized management; (5) pniority being
given to pensonal income in revenue distribution.

The wother, Company ABC, which is as large as Company XYZ in
number of employees, has the following characteristics: :(1) more mnar-
ketoriented; (2) more staff in the departments of marketing, planning
and finance; (3) strong dnitiative taken by the director in major deci-
sion-making; (4) more centralized management; (5) priority being given
to tinvestments in revenue distribution,

This classificaton of Yugoslav firms can serve as a foundation on
which we can constrict models.

‘What objeative function is Company XYZ supposed to have in the
simple fonm? We would dike to emphasize that more decentralized ma-
nagement and the absence of strong leadership by the director cam
be made by im this finm. This means that impontant decisions ight be
made by the direot panticipation of a number of groups within the
firm, Hence, ecomomic objectives which are compatible with the wor-
kers' persomal interests might be adopted. Thus, it would' mot be so
nidiculous for us to assume that this company has ithe objective func-
tion of maximizing average personal income in ithe long run. We call
this type of firm a Participation-Oriented Firm (P. O. firm).) In the
context of actual econoiny, the maximization of average personal in-
come in the fong wun should be understood as the maximization of met
income per member in the finm, which ds typically composed of perso-
nal fincomes, colledive consumpiion fiound and weserve funds.f) But
this objective is just basic and mot absolute. Indeed, the plan which
maximizes the objective function will mot be mecessarily accepted by
the workers since it may cause a lot of changes lin their jobs, wor-

¢ See: 1. Adizes {6). There vemains, however, the guestion of whether or
not his practical observation is applicable in present-day Yugoslavia because
he obsenved only the datter half of the 1960’s. Friom my lown practical obser-
vations, these two types of objectives are still dominant.

") This ‘type of lobjective function in Yugoslav (type) firms cam be seen in
many articles. See, for example, B, Ward (21), J. Vanek (20), A. B. Atkinson
(7), E. G. Furubotn (10), I. Nakatani (16), (17), and N. Zeli¢ (22).

'y See: Associated Labour Act, Amticle {114 and M. Milisavlevi¢ dt al
(15), p. 424
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Kking coniditions, anidfor social enviironmenis which are very Mtr:{popuﬂmt':
m(g; wonkersj TFunthermore, the plan MaxEmIZng m‘he D%Jecl:ltme ml%t:l t
?‘equgfe layoff of workers, but such tayoff is prohibited by law in
goslavia?) ' -
: What objeotive function, on the other hamnd, is Company ‘.IABC(;, as}s:_u
med ito 'ha{re? What does the director who _.¢a!kes a sbmn‘lg‘ ef zxés ﬂ?;
ursue in this firm? He may afim @t maximiZzIng :the %m ;*a. ;O\W\W
gimm which will give him a good sooiall wepritatiion. h 't assumé
wouid not find much interest in at. \F\ﬁe.\mwld like, .ra:? e:r,ln of as ¢
thzit the @keotor would aim at max-imiﬁinlrﬁs -tl}grn:;ﬂdgmosesmsay,
g i hich is used as weserve HUmnds, : al purposes,
gg Zhnesjrl??tswstzble development. In ithis case net mesaduzil mﬁifss
nei-tharl workers' personal income nor collective wn§qum0§f-YM 0:
which are vintually considered as a lk_ll.[{\cé of CO];; ﬁulz w‘?nhé; Oﬁgmt e Em
i : B be called an -
slav finm.*?) Company ABC can od an diency. Qe ot
i finm). » the effects which the plan W . ‘
s ) Nﬂm@m} it uld be carefully considered here,
" igbs and working conditions sho 4 e .
i{:(r)vs P-]'gr.hsheﬁmore, the director and ithe g?daame:rs will be T;lr}smjgu_lbg
imc;iease worlkers' personal income over time since the ﬁ:tvkgut i
not give such a great disoretion to ithe management W
mises favourable for them.

s 2. DEVELOPMENT PLANNING IN YUGOSLAV FIRMS

: . . ; i
‘How are development plans adxﬂgtcd mqf Tdmé%ﬁ(]);\;n iai.rtns]p'f'l agstz)at‘ Gl;.;gt
~mic narameters influence the cholce O : : Ihat
%jggnges do ithese chosen plans really rposs:e§s? These tatrqc.;hiw%uezy -
ﬁoﬁs to be examined: fn- this Section. In atpalhzmg these topi t" o -
pes of economic objectives in ithe finums, 1. _e.,mtmlziwtf 'Dfn a\rfirl» fcfpxta'kén
“ori d i ithat of an efficiency-oriented &irm, WEL =7 el
mﬁiﬁﬁn }I‘giléd@;];;dure ks imtended to give ﬁ? rmorc?F xear'&itlz ag:‘;plgf
A . ic b i ugoslay firms. bor
the economic behaviour of Yugos! : ol A
Zli‘?l;)ﬂ;llilcil»?virz i-g this Section, a development plan opzneséim;ld.s lboenz;
wth rp'l’am which fis clearly onme wof the _aspec‘cs of a \1'1 ;ypn;am
o ant-he'rmore we only deal with ithe first paot of .|the who I(::n g;‘ -
p[lm" mamg'ﬁ\ooesss dn luh;a firm (from Step 1o 4 fin Seation J:.l) h?nfh K chll()lé
only mhié pamt is of great interest momﬂ;hhe «s.taund{pmzmggi “ci: tﬁg;s e whole
s lit- has a lot of influence on: the econo
mﬁﬁpubﬁc commuumnities, while the seoonq pant cmnil’o? :re_gtlardt;c;.
as an xi.mt'e‘mznl process within ithe firm. And since we de:ti with fhe
Janning process Within the firm here, mhfa process of meg agn:gumnC
gonolud;mg agreements and compaots with other finms and P
communities is not explicitly considered either. ‘ .
Tirst of all, the basic assumptions which are available in 'the amna-
; , i

i iole 3 Associated Labour Act (2), Ar-
" See: Constituition (1), Article 32 and Associated

tide“’m%his type of objective function dn Yugoslav firms was formulated by

B. Horvat (11).

H
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lysis of ith ic . i :
Botec € economic behaviour of both

2.1. The Basic Assumptions

(Alsslltj)mxptbon 1) A itechnology
etween capital and laboyr i
Defwee, L UT, and the finm can
ii\ﬁi tce:shgnczllofgloaﬁ brogress at wate v and: economiles of scafe,?)
» labour L, and output Q, can be given as foi‘loxvs"

Ly = aK,e—t
Q:= er ”a, 0<a<_]

where X, denotes the el < i
(Assumption 22 The firm Of?zﬁ:es :xt (zx“;}tﬁﬁﬁsf :
g‘;mve‘for Its produoct, which shifts ou
the fimm can, thowever, increase its sales at
pends S(g) on sales promotion, which is a
of g. T-_fle ravtxo between e&}pelnsias S(g) and th
G, (which is given here) is presented in Figure 1

8(8)/G, -
A’
1 ————— P
J/ S@)/G,
|
0 g0 gmax e ,
(Fig. 1)

In ithis situation, the function S{g) is -

wing propernties: fe) i upposed

S '(g) ={

S'(g) > 0 and S"g) >0
G,.

Smazx) =

to have the follo-

for g<g,
for g > g, } (2.3,
—

"} The foliow; oreti
e ng itheoretical model ow, ;
L Ngi\%ﬁg‘ (17), though some modification:saguxggétg A B. Atkinson @ and
economies S;-f lgcﬁgﬂivgzclgng?gpﬁedfewml men-tsl (technological priogress and
for it at least to survive ; 1 to employ such technol i ‘

e in the competitive i : jlology in order
such technology t petitive industries. An int i §
extent. 8y tends to change labour relations within the ffr:;migcztal(;gnregg

types of Yugoslav finms ape

penmits no substitutability in production
enjoy both labounr-

(2.1)
(2.2)

oping martket demand
tward over time at rate .
faster rate g if it ex.
umed to be a function
the initial gross revenue

£

ooy,

D e a R

+
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(Assumption 3) The planners determine a wate of growth that is fixed
ithrough the planned peniod when they make a plan. The price of
its product and the price of capital goods are also assumed to be
constant through this period. (This assumption of constant prices
is cleamly umrealistic, though an expecied incorease of general price
level can be reganded as included in an internal discount rate of
the firm.The assumption is, however, introduced in order to ana-
Iyze the economic behaviour of the firm in simpler frameworks.
Indeed, consideration of :the actual piiicing behaviour of the firm
makes amalyses much more difficult. As was pointed out by J.
Mencinger, pressure ito increase fits puice may be strengthened by
the finm o secure personal incomes, especially when the economy
is slack. But every firm cannot enjoy this policy of increasing
prices because there exist some price regulations in reality, and
surely in several industries tough competition prevents finms from
arbitrarily inoreasing piices. The aatual pricing behaviour in Yu-
goslav finms, therefore is a mixture of competitive and monopolis-
tic pricing.)¥)

Making use of these basic assumptions, the capital stock can be

showa to grow at rate egg when output Q, grows at rate g:

K, = K,e%&t (2.4.)

Taking into account rthat the price of the product is constant through
the planned period, et vevenue R, can be expressed as a fundtion of g:

R, = Gjes'— S(g)ett = (G, — S(g))es* = R,(g)es. (2.5

2.2. Development Planning in a Participation-Oriented Firm.

As was shown in the previous <Section, a participation-oriented
finm (P. O. finm) has the objeoctive funotion of maximizing average per-
sonal income in ithe long sum. A P, O. fivm can be supposed o maximi-
ze the present value of average personal income at discount rate §. In
the first pant of this Section, all capital is asswmed to be financed by
borrowing firom outside. This assumption is compatible with the sup-
posed objeative function of the P. O. finin. In the Appendix of this sec-
tiomn, however, a move general case Wil be 'dealt with.

The objective function of the P. O. fiom can be formulated as fol-
lows, At first, met income per worker at time t, v, is defined by

R, —ipK,—cL,
= s (2.6.)
L,
where p denotes the price of capital stodk, i denotes interest rate on
caplitall Stock, and ¢ denotes ithe ralte of guaranteed jperisonal dncome.™)

¥) See J. Mencinger i2), pp. §—9.
¥} See, for exalple, Law on Labour Relations (5), Adiidle 75—81, about

the amount of guaranteed personal income.
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Takiing fimbo account the basic assumptions, the equation (2.6.) can be
rewnitten

R(gle(8+v— gt ipe vt
= — —c
aK, "

The present value of average personal income over an infinite time ho-
nizom with discount mate §, Y 5), itherefore, is given by

Ro(g) 1 ip c

Yo = ' — —— (21
D‘Ka (8_‘{)‘—'('.1—-(1) a(B—Y) 5

The planners of a . O, firm have to prepare altennative growth plans.
Naturally, ¢hose alternative plans would include ithe plan which maxi-
mizes Y, among them. And they should contain information: on what
will happen o workens’ jobs dif the plans ane put into effect because
workers show much interest in their job-changes and they have the
night o make final decisions about adoption of the development plan
in Yugoslavia,

At finst, with given expected economic parameters, we consider the
case in which the plannens can find: such ig that malkes it possible that
Y, > 0. This means that a P. O. fimm appears more or less promising
in dts future business @otivities. In this case, ithe planners may find
that the rate of growth g* that maximizes Y, satisfies the welation,

S'(g*) 1

— = (2.8.)
Ro(g*) e—g*
§—r
where § =——— %) The cate g* would be calldd a potentially opti-
l—a

mal rate of growth since ithis rate is not mecessarily adopted by the
‘Workers' Council. Indeed, it may introduce workers’' job-changes on a
lange scale, which is mot so popular among wonkers, or it nay even
technologically produce surperfluous workers (an overemployment
problem) and this causes amother difficulty #o ithe Workers' Council
and ithe director because of the legal prohibition of forced layoff.

On the other hand, the planners must consider the effects such g*
mray have on job-changes. dn order to imaintain the devel of employ-
ment, dL,/dt > 0 must be kept. Making use of ithe basic assumgpbions,
we have

u #) \)Ve guppfo‘se here that a discount rate § is so large that §—y—
g(l—a) > 0.

) It is assumed that the shape of the fundtion Y, fis such that the se-
cond-order conditions are satisfied.
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dL, _
——L= {g_g—-y)aKoe(“g T)f’
dt

so that g must satisfy that ag—Y >0 or

v 17y 20)
gz—.
. il in a P.O
e Wi ! a P.0O.
Which griowith rate will be chosen by mﬁmﬁ? Ogumm in 2 e
i B L e abmmemi%?e%aoﬁam but the following two cases
Aely. 4t depends arpon many Latlets, o
;afg?b;gécﬁl i;i}zeres‘t and are distinguished here.

Y <o)
Case 1: g*€EH(ay) =8— S8
o

3 logical
This might be the case when thq firm &ms‘l: %2;;’)21; imairlt; (r’tf ur;eimt% o %:lals !
pProgress and/or smaller economies of sca cially, e . e D0

: o oress). 1M )
when tghere exiSts ¥ technologicel pmg;rs s)ure of monreduotion of la-

A sl pate of growth g* make = t dhis zat
{;ﬂztﬂaﬂlgﬂ;{ﬁ;ﬁd I‘alt:(; (i)tlhft the Wontkens' O(ﬁme will accept fhiis xate
g ! ich reallizes dt.
g* and the demmpmﬂrdﬂto[?%%: xﬁuﬁ Z* ha?\fc then? From the e.g. (2.8.)
Whalt propetties does | ’

we obtain

ag
— <90,
N Jing funation of gf) There-
so tthat § = B(Sma)t@?emmiboex;io%egﬁ:: o‘fg-techmo‘logica.l zpr.o:grress. -y
- fore, wh:an, for a;r;z a{;}e 'case in serfously compe mitive Eﬂ‘k‘dh'stm.es) with
x%i.sies (thl.‘sd\m‘aymhe-n the optimal rate of growith is supp@sed."tobm@eif:e-
gAL;;n\ \i E:lgi:én § and v, ithe greater economies of scale will bring

N " ‘Pq O- i .

greater rate of growth in @ fiimm o . .

1 IF' ly, we will consider: the case of special interest in which ithere
Finally, w:

e
exist N0 economies of scale (¢ =1). Then, fpom (2.7.), we hav

R.(8) 1 ip ¢

. —_—
Y, =

-
aK, (58— a(s—y) &
» Y
) Tt ds assumed that gau > —a-.
1y Tt ds supposed that there exist an IMVer
also differentiable.

se function g = £(8) which is
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so that the optimal growth rate g* is such g that fulfills that S'(g) =
=0 or g < g,. That is, in this case, a P. ‘0. finm shows mno interest in its
growth. In other words, a P. O. finm shows interest in its growth only
if there exist economies of scale.

Funthenmore, as was shown in (2.8.), a P. O. firm may adopt its
growth rate without considering interest rate 4. But presumably it hap-
pens that the discount rate § ds afifected by the change of i, which na-
turally thas some linfluence on selecting the rate of g. '

¥
Case 2: g*&H(o,y) = {g/—< g}
o

This tends to ocour when there exists a higher rate of technological
progress and/or langer economlies of scale, in a wond, when there exists
dynamic economic development under pressure of keen market com-
petition.

Which rate of growth will be chosen by the Workers' Council in
this case? The answer again depends upon a number of factors. But
discussions which dead o final decisions imay cause a conflict of imte-
rests among members. In fact, the adoption of ithe growth vate -that
gives a maximum income per member over time means a great change
of workers' jobs and mey produce supenfluous workers (an overem-
ployment probiem) within the finm under the legal prohibition of for-
ced layoff. On the other hand, even if they adopt a plan which does not
penmit a great change of jobs (and ithis case ds nuch more probable in
Yugoslavia), they may feel some finustration because they kmow that
some wotlkers' change of jobs can bring more average personal income
to others. Anyway, in this situation, after tough and time-consuming
discussions, the Workers’ Council would adopt the growth plan that is
higher than the potentially-optimal rate of growth g* and does mot cau-
se a greait change of wonlkens’ jobs in a P.0. fimm.")

Finally, the case in which Y, is non-positive for all possible g, or
in other wonds, the case when workers will get only the guaranteed
personal income under estimated future economic environments should
be considered. This may not happen so often in reality, but would be
fihe case sometimes?®) In this case, the plamners must weport to the

¥) But such an adopted growth plan is mot necessarily lower than the
growth plan that ensures the minimum personal income below which wor-
kers do not walnt 1o work (in Yugoslav reality, ithis minimum personal jnco-
ime may be fairly Bow, because they kmow that there exists a high rate of
unemployment). i:Iowever, this amount of minimum personal income is not
necessarily the same as the amount of the guaranteed personal income (See
Associated Labour Act (2), Article 131.). It should be noted that these argu-
menits are valid only when sufficienlt capital ds available lto the firm and keen
economic competition forces it to employ modern technology, which will be
the case in several economic branches in Yugoslavia.

») Tt should be noted that the possibility fior 1he finm o increase the
prices of dts produocts s megledted in 'this dituation because of the basic as-
sumption 3. If the firm can raise the price, it will do so in order to secure
personal incomes. But this behaviour is possible only for those firms which
belong to less dompetitive industries and which are permitted to rafise the
prices by the public agencies,

effort cammot br

ECONOMIC PLANNING IN YUGOSLAV FIRMS 377
i i dan or managerial
! i ossible econonic P ;
st qudﬂmglﬁlg?mzoge than ithe :guara:mteed g)eéso.frjlli}nm;olxzre-
afinitely oitical to a F. .o AL
S e possibility of amoving

in the future. This situation 4S
later re-

finm (i ding the
aement of the finm (inchuding .
ge-scglﬁowiﬁ?ﬂ;ir economic branches) shgu!ldu;be sooner Or
31\)1‘51;1(]1] by the Workers' Council and the director.

and Its Effects on Development
n a P. O. Firmt

E lied
jnvestment lfunfis__ are Supp
filon ds, however, mot s? lpeicﬂ;i:x:;z l;&lllilr:f:e,ag

i ing fin meality.

i e i by in pant on ls:eﬂlfﬂfmmcm!g. ality ) e
mmaﬁm a.ﬂslgaiglgeljc‘ljg 'itymrg::mmlt funds of the 'f‘u;?am i;& L:’vfnt;]'pﬂl)]l(:?e_
o 0\fﬁsi‘de and from self-financing should be d Y ot
1hﬂmn‘&um)ose that a pontion of investment funds w0 <

e b P —_ b i l'E*E‘ mamn-
(l&ll firom OU S’(ke ank the othe oninon (.i ?,) comes .ju’()n‘] 56 1‘ :
2 . : 48 y Op ma& rate E gr A 'th.
CIng. Ihen, \Vh‘alt Wi tm.li O ti O QW

il ocour in the poten ‘ growih
* of a P. O. finm? In this situation, the present value of average P
g* of a F. V. ?

sonal income is

2.2. Appendix. Self-financing

Planning t
It has been assumed so far that
firom outside. This assump

R,(g) 1 D+ (—Nagp €

ol& et
= e—" __———/ .

o= ak, (5 —) —g(l—a a(s—v) ]

order conditions for determining the potentially-op-

¢ first-
Therefore, the e e be

timal rate of growth

S'(g) 1 K, pall —We—eg )
rg  o—g  Rde) o

i i 01 — ) > 0), the righthand side
o mé]lfil Sg?nmgdendmls m)\s;ams swhat the new poten-
h;n It:he old one g*. Funthermore, '-ﬁr.orr‘l e?e
dered to lead to a decrease q.f < (not
o influence on »thes result).
lity of self-financing, some
ts in the first part of this

As far as self-finan

~gf eq. (A) is less tthan 1/

fially-optimal lrtaltt;g % is llasbse ¢cons§

a decrease of ) can be CONSIHE = - .

(tﬁl:t the magnitude of rthfad;r;ztleg git gi:epggsi ’ g1l
\ re take into cOnSY tion

;}fgg‘fx:ﬁi::\aiigﬁemust be made of the angumen

Sectiion.
2.3. Development Planning in an Ef

d firm (BE. O. firm) i sup.posgd to maxui;l;zli
total met residual (reserve funds). As was I ol
t ensure an dncrease of personal in

may be. In fact, the

ficiency-Orienled Firm

An efficiency-oriente
its present value of |1t‘he Y et
i - before, ithe planners I r
m)c::m ?ges?h?;%];y, at apcan-stm:ut rate, however fow it
me, 1y, @

—_— . . . " be
1y An example of strudture of investment finance In ithe firm can
’ e .2
)in M. Milisavljevic et al. (15), p« 123 o that g—g > 0.
seenn)_ 1t follows firom the footinote (*) n pag —




380 N. ABE

We have been dimplicitly assuming so far that t J
égmeet fll?esufmal To -i's [positive. B._u:t this is not alw-at;]: é%ies;zz.vﬁu;f
T LS oy Tt sy e
icomar t;sgn;i ;\;?s,;el .na:!ais.f“) Thiis forces the Wuﬂm:’cggui(éilb;mggr;ﬂi?gr;i
g meduc%ewlt-t';m‘- finm. They may be obliged to consider the possi-
bility of rec m?tabgnr scales qf eoonomic activities and/or moving into
e wmpm itable economic bn?wnches. and so on, Natunally, these
Bt Salise a great change in worlders’ job tasks. Workers are
- 'm. id much time in «discussing these fundamental topics

yway, after long and tough disoussions, they would agree on the po:

Li y i th iy IMGCOoIne Whl e Seeki]n 0 e ae €
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2.4, Development Planning in Yugoslav Firms
‘Summary

of w\c,:‘i"-ek ;lim:a;ngtaze here development planning, the expected behaviour
o= ﬁmms mglrﬁgr:é and !'t:h'e br%cyrqperbd ties of plans actually chosen in
s, ! connt ardions if femiericy ween
P.O. Rfu;m and an E.O, finm. B S - a
Hirst, it must be noted that chosen dew
‘ : elopment plan: [
Eﬁgﬂ :J.pom es.t_lmate'd oha:nges of economic, -sgcq:)iail and‘ppiql?i;ic:jle?e;lmnﬁ
b ; or eIstlma_rbed socio-economic parameters for the next peniod
o finms. (In thls paper, an expected rafe of technological progress
m xpeated rate of demand expansion, and expeoted nraie of ci:n-temt,
.peéi ;f?v ooensqll X ‘dvered as .’rhlose economic parameters.) The accuracy of ex:
L alues -qf economic parameters, therefore, is very cruaial ifor bu-
sme;s s—uog:ss in the next planning period. J
econdly, the finms will not be forced to imtrod; i
: e ) > A : roduce highdevel -
g.féln Cat;clﬁcfggy 1; Jes-s-;ilymamfllcalily developing industries. 'Ighjis r_rnayn};e
se in ndustries where there exdsts mo steong int 1t ;
domestic competition. In this ca i o st
X o] . s case, the finms can emjoy the larger fea-
:\ﬂﬁulle an;utxd;eng:‘fdoz i;tgso of pda-n—lndm'afﬁts and almost all -r-hé drafts -inm%his zzt
il ur employment so ithat business success and
Eamtenapoe of good iabour relations in ithe firmm will be comaglam;;f
. ugr;fe, a.-l-l -mem'bars. can enjoy favourable economic results. Im this si:
o ‘og, na P, 0. finm, the workers may show no interest in ecomomic
% gnt 'ui there are no economies of scale. On the wther hand, in an
. O. firm, the workers would still maintain some interest in i‘t,
Thirdly, in economic branches where i y
i : mic brand - there exist a dynamic econo-
gl;; edsvei\_relo,pmanlt: which may be brought by keen intermational and/or
o ic competition, the planners in the firm will expect tremds and
inoﬂurnt.aceissu‘fy of larger economies of scale and/or a higher wate of tech-
nOlogmcz}l progress, and would be obliged to employ such modern tech-
gy in order to ensure their survival in a highiy competitive industry

28
) Note that the possibili sty L
account here. ¢ bility of maising product prices is not itaken into
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On the other hand, when the planners take into consideration the ex-
pected demand of products, they cannot acoept such a high rate of eco-
nomic growth since they must pay quite a lot of sales promotion costs.
(Ut should allso be considered that a maither limiteld dmvestmenitbund
supply would set a limit o the actually accepted rate of growth, though
this is mot explicitly considered here) At the same time, they mmust take
into account that labour employment should not be reduced, which may
require 2 higher rate of growih. Thus, it is very probable that a dilem-
ma arises between business success and the improvemeni or mainta-
nance 0f labour melations in the finm.

Spedifically, in a P. O. finm, a development plan which does not Te-
duce labour employment on a lange scale will be adopted by the wor-
kers after domg and bough discussions. But ithis means less average per-
sonal income in the long rum, soO that many workers may feel frustra-
ted o some extent. On the other hand, in an E. O. finm, a development
plan which does not reduoe labour employment will be welatively easily
adopted by the wourkers, though the director, who is assumed to take a
strong initiative in the decisionmaking, will try to persuade the wor-
ke 1t0 choose more effficient plans because he knows that the plan will
bring a lower expecied net residual in the long mm. In fact, workers
show more interest in {abour employment and their jobs than in net re-
sidual. Thus, the director may feel very frustrated.

Finailly, highly critical cases for the firm musi be considered. [t may
happen that the expeoted presernt value of average personal jnoome e}
the long mun is less than the guaranteed personal income in a P. 0. firm.
This mplies that workers will get the guaranteed personal income
which is mot such an atiractive amount in reality. How will the workers
behave in this case? At first, because ¢his expeoted value depends wpon
the estimated economic panameters, they may wait for a passible change
of the ecomomic parameters Cvar several years while enduring low per-
somal incomes. This is, however, the case only when such a chamge of
parametens s probable in the near future. In other cases in which
there exists a lesser probability of such a favomable change, the irec-
tors and the planners as welll as the workers have to start XA
the possibilities 0f alitering the internal organization of the firm on 2
lange scale. Naturally, if the firm Us permitted to raise the price of its
produat, then it woudd do so. But this is not possible for every dinm
in the Yugoslav meality. Almost the same can be said for an E. Q. firm.
In this situation, workers can mo longer obtain wage inoreases at a
constant rate over time, though they may get a fairly large wage. (We
have mot mentioned the special case in which the firm can maintain
its business activities only with lots of subsidies from the public com-
munities. Although this case is very important, it should be analyzed
fin 2 sepamate pajper.)

3. OPEN ISSUES

We will discuss some impontant remaining issues which should be
analyzed in the near future.
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First, thiis paper only deals with the simplest case in which a Work
Organization (WO) includes no Basic Organizations of Associated La-
bour (BOAL). The aatual economy is more compiicated, so that a more
general case in which a WO includes several BOALs should be analy-
zed. Generally speaking, workers tend to show interest omly in the bu-
siness performance of the BOAL 1o which they directly belong. In fact,
the amount of their personal income depends mpon the business per-
formance of the BOAL ithough it also depends upon the rate of distri-
bution of met revenue of the WO among the BOALs, which is determi-
ned in advance according to selfmanagement agreements. Here diffi-
culties appear in the WO, This may be panticularly true when a BOAL
enjoys economies of scale and/or “external economic effects” wiithin
a WO. Suppose, for linstance, ithat a BOAL (BOAL-A) uses itwo mate-
wials as its dnput which are substitutable with each other, and suppose
that the first matenial (M,) comes out of ithe other BOAL (BOAL-B)
within 4be same WO and the second (M,;) comes from another domes-
tic or foreign factory. In this case, it may happen that BOAL-A prefers
M; to M, because M, is better in tenms of cost and quality. (Note that
a BOAL ds a gelatively independent economic unit which has éts own
business interests.) This behaviour of BOAL-A will lead o a piling up
of M, at the warehouse of BOALB umless some other political factors
are taken imto account. OFf course, tthis will cause serious difficulties
in the WO. Therefore, we must analyze an adjustment mechanism or
process of interests among ithe BOALs within a WO.

Secondly, as was menfioned earlier, it should be moted that the
adopted plan which is considered in this paper does mot necessarily
become ithe fimal plan in the firm. This paper consideres only ithe finst
three steps of the six presented in Seotion 1.1. that are supposed to
make up a standard planning process in Yugoslav firms. In other
worlds, an "adopited plam” dn this paper should be veganded as ithe ba-
sic plan which is made taking dnto consideration mainly the internal
interests of the finm, though ‘the draft plans of the finm are assumed
to be made on the basis of dnforrnation from ithe drafit plans of other
socioseconomic agents, espedially the drafts of the Social ‘Plans of pub-
fic communities. In reality, each ifinm is obliged by law to coordinate
and megotiate its plan with the plans of other firms and public com-
munities, as Steps 4 to 6 in Section 1.1. show. It is wery probable that
the plans of the ffitm would be modified to some extent through the
process of coondination. (Usually megotiation and coordination are
done at the conresponding chamber of economy with :the participation
of representatives of relevant finms, the planning agency of the public
community, banks, the chamber of economy, etc.) This is pavticulanly
true when the finm gets some of its investment funds from outside,
e.g., banks. When each participant agrees, they conclude self-manage-
ment agreements on their plans. In Yugoslav reality, however, the me-
chanism of concludingithese agreements does not seem to work very well,
As far as ithis process or mechamism plays a onudial role in ithe wihole
planming system in Yugoslavia, we canmot fail to examine: what struc-
ture the mechanlism of concluding selfsmanagement agreements has;
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which factors hinider it and which factors promote fit.) These are our
' ‘tas}m. -, . . 3 & -
ﬁmgehh*dny, the functions of the socipﬁpo'lmwca-l factﬁra; 1];1 1uz:f eocg,grll‘g?]::
lanmine of the finm shoulld be exzun:med. The meol O o oy
lgi}r?m;lf "\z:aa'iouS interests within the Hrm and among the x?r?eﬁ.tioned
'Signivf'jcam in a Yugoslavitype xsy?rt'ern of pﬁamnmghlaio w;}sa e epors
before. In ithis wespect, 'socxo-pgll,mca!l ;fa‘o_tors. se
sable pambs. S. Bolki¢, for example, emphasizes:

t ithait @ consdiousness ‘of collective ﬂpuilig—rai.ggz
interests can ‘be completely spontaneously ‘fonmeg, ﬁ::g)ric;x; yIn 2
sibuation of a significantly momentary dt{axl‘j;gml o in.a oSt o o
oreasing mew fideas about the llﬁuﬁun‘e, panticula gbitruitﬁonasl e .
‘ciet'y :I.Seo’logy can be a positive support for 1.rn% 1 jonal Chane
I 3 se ideclogy s mot spokent of as ,,1c§oog. : oras
In'l o Sasa:ﬁgl" bug exactly from the standpoint of the rpqsah "
..,mdqm?r;f ideas éJbo.mt the future, by the linking .:of ZE.;h‘a:'t Wh;?ti ) ’;
i?:ﬁ?aﬁ? oocunring n the society wiith "meallly poissible” altern

in the sodiety's development {(8), p. 7.)-

It ds oistaken t0

i of ithe ’ ‘ Com-
Indeed, the socio-political faotars (especially of 'ﬂie Lga.gu:ygfem df
munists) séem to play the role of stabilizer 1 ‘*uh_e.;yf amsocimpol&ti-
Yugoslavia Therefore, we should oariglrtﬂ}{ exﬁ?éﬁeéspeots oo
" ) into ; dn v ] eres,
call factors should be itaken into accOUmt;
how ithey work, and so On. ) o R
> F&na)!"ldy anh‘is paper analyzes ithe :pﬂmnnmgo;?znggiy;i %ée jﬂsmgl 1‘(e-
i omi i t a @nacro-econ :
mn Vf)mc‘lefﬁmic ?Tﬁﬁ&;;gnsable to examine what the per-for.r‘n?rxzi
Z‘ﬁ; . Yuwﬂlg\' plannfing systen, wihlich s dsu};uppos!eddmgf ‘;ﬁu;ssumﬁc
I . ‘ f
finm v afionr has Just been examined wiere, and © ;
. ﬁ?is:s bd;ha"it\:r?xl::; hg}s imoinomic development, inflation, employ-
COTNETMUILY !

menit, income distiibution, and so on.
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EKONOMSKO PLANIRANJE U JUGOSLOVENSKIM
PREDUZECIMA

Nozomu Abe

Rezime

Svrhu ovog é&lanka ¢ini analiza planskog ponaSanja preduzeda u
jugoslovenskim pravnim i drustvenim okvirima.

Plansko ponasanje preduzeca varira u zavisnosti od dejstva raznih
dinilaca. Smatra se da u znatnoj meri na plansko ponalanje preduzeda
uticu industrijske strukture (stepen konkurentnosti i prosperiteta in-
dustrije) i odnosi snaga (struktura modi) unutar preduzeca. U ranijim
razmatranjima ove, od ekonomista inade festo diskutovane, teme, mala
painja bila je posvedivana ovim, upravo pomenutim, eksternim i inter-
nim faktorima. Stoga autor u svom &lanku feli da $to je mogude eks-
plicitnije analizira odnose socio-ekonomskih fakiora i/ili okruZenja

ECONOMIC PLANNING IN YUGOSLAV FIRMS 385

preduzeda i proces odludivanja u ekonomskom planiranju preduzeéa.
Poseban naglasak se, pri tome, stavlja na odnos izmedu uvodenja mo-
derne tehnologije i procesa koordinacije razliitih interesa &lanova pre-
duzeda. U ovoj analizi vainu ulogu igra ,individualnost” (specificnost)
preduzecda, koja se naravino umnogome razlikuje od preduzecéa do pre-
duzeca. Autor uvodi dva tipa jugoslovenskih preduzeca: jedna su tzv.
preduzeda sa orjenilacijom na participaciju (,,P O preduzeéa”}, a druga
su tzv. preduzeda sa orijentacijom na efikasnost (,E O preduzeca”).
Oba ova tipa &ine se autoru tipiénim za Jugoslaviju. PO preduzeda se,
izmedu ostalog, karakteriSu direktorovim malim inicijativama u dono-
Senju kljuénih odluka, kao i decentralizovanijim upravijanjem. Nasup-
rot tome, EO preduzeda su obeleiena snainim direktorovim inicijati-
vama i centralizovanijinm upravljanjen.

Analizirajuéi preduzeéa u gornjim okvirima, autor je dolao do sle-
deéih zakljuéaka:

Prvo, u industrijama koje se razvijaju manje dinamicnim tempom
i u kojima, stoga, preduzeca nisu prisiljena da uvode modernu tehno-
logiju, mogucde je donoSenje takvih alternativa planova koje imaju re-
alnu Sansu da budu prihvadene, jer ne idu na smanjenje zaposlenosti,
tako da su u ovom slulaju kompatibilni poslovni uspeh i odriavanje
dobrili radnili odnosa u preduzecu. Svi élanovi preduzeéa uZivade po-
voljne ekonomske rezultate.

Drugo, u industrijama u kojima postoje dinamicni ekonomski raz-
voj, koji se ostvaruje oStrom medunarodnom i/ili domadom konkuren-
cijom, planere u preduzecu olekuju trendovi i nuZnost veéih ekonomi-
ja obima ifili viSe stope tehnoloSkog progresa, stoga de oni biti prinu-
deni da uvedu takvu modernu tehnologiju koja ée im obezbediti opsta-
nak u visokokonkurentnom okruZenju. S druge strane, ako planeri uz-
mu u obzir odekivanu trainju za njithovim proizvodima, oni ne mogu
prihvatiii fako visoku stopu ekonomskog rasta, buduci da ona zahteva
izuzetno visoke troSkove unapredenja prodaje. U isto vreme, oni treba
da vode raduna o tome da zaposlenost u preduzecu ne bude reducira-
na, §to moZe zahtevati vi¥u stopu rasta. Na taj nacin, veoma je vero-

“vaino da de iskrsnuti dilema: poslovni uspeh i usavrSavanje ili odria-

vanje dobrih radnih odnosa u preduzedu.

U PO preduzecéima, razvojni plan koji ne reducira zaposlenost u
velikom obimu radnici ée prihvatiti posle duge i burne diskusije. Me-
dutim, lo znadi manji proseéan liéni dohodak na dugi rok, tako da se
u izvesnoj meri mnogi radnici mogu osecati frustriranim. S druge stra-
ne, u EQ preduzedu, razvojni plan koji ne smanjuje zaposlenost rad-
nici de relativno brzo i lako prihvatili, iako de direktori, koji su po
prefpostavei infenzivno angafuju u pokretanju inicijativa u procesu do-
nodenja odluka, pokudali da ubede radnike da izaberu efikasniji plan,
zbog toga $to oni znaju da ée plan na dugi rok doneti manji iznos
neto reziduala. Tako se u ovom sluéaju direktori mogu osecati frustri-
rani.

Konaéno, potrebno je razmotriti i jedan sludaj veoma kritian za
preduzede. MoZe se dogoditi da odekivana sadadnja vrednost proseénog
lidnog dohotka na dugi rok bude manja nego garantovani liéni doho-
dak. To znaéi da de radnici dobiti garantovane lidne dohotke &iji iznos
u stvarnosti nije tako atraktivan. Kako de se radnici ponalati u tom
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sludaju? Oéekivano ponadanje radnika nije tako jasno i jednoznadno
odredeno. Veoma je verovatno da ée se u takvom sludaju umedati
drutveno-politi¢ka zajednica jer su preduzedu potrebne izvesne dota-
cije. Ovaj sluéaj ne treba analizirati samo sa drudtveno-ekonomskog,
veé i sa politickog aspekta. To, medutim, nije ekspliciino ulinjeno u
ovom &lanku.

Ovaj &lanak predstavlja prvi korak u praveu obuhvatnog razume-
vanja i objaSnjenja struktura i funkcionisanja ukupnog dru§tveno-eko-
nomskog sistema planiranja u Jugoslaviji. Stoga, za ovim &lankom tre-
ba da sledi analiza srodnih tema koje se, izmedu ostalog, odnose na (1)
mehanizam ili proces uskladivanja interesa OOUR-a unutar radne orga-
nizacije; (2} strukturu i funkcionisanje dogovaranja i zakljuéivanja sa-
moupravnih sporazuma o osnovama planova; (3) uloga druStveno-poli-
tiékih organizacija u planskim aktivnostima; (4) makroekonomska ana-
liza celokupnog sistema drustveno-ekonomskog planiranja u Jugosla-
viji.

THE FORMATION AND DISTRIBUTION OF INCOME OF AN
ECONOMIC UNIT (B. C. A. L.} IN YUGOSLAVIA

Aleksandar M. VACIC*

INTRODUCTION

Ewvery economic system, whatever it might be, is founded on a de-
finite sodial philosophy and organized in a definite organizational
structure which shapes its anatomy. Both of them are wery impowtant
and very often take the bulk of discussions conneated with comparati-
ve economic systems. None of them, however, can be understood pro-
pedly without its physiology, the way ithe national income is actually
distributed and allocated within it.

The sodialist selfmanagement economic system, at least as it is
understood in Yugoslavia, is based on social propenty of the means of
production, the management of economic and other processes by those
who work within them (selfinanagement) and on distribution accor-
ding o work perfonmed. All those characteristics today mplay their
pants in the firamework of the market economy =s an objeotively-deter-
mined mecessity. Since there is no monopoly on resource use and ma-
nagement, the economic mnits show a different pattern of behaviour.
Based on the need amd will of workers to mnake Itheir living together,
the economic units may be qualified as organizations of associated la-
bour, The elementary ones between them — the smallest ones whose
results may be and usually are sold at the market or within larger or-
ganizations of associated labour — itherefore may be detenmined as
basic organizations of associated labour (BOALs).

Since both ithe workers and ithe BOALs they work in make their
living out of ithe income the BOAL acquires, the functioning of the self-
management economic system cam be best undetrstood through the
formation and distribution of BOAL income.

Income formation and distriibution have mot been conceived in the
same way in both ithe economic theory and practice of Yugoslavia.
Many disputes itake place mbout this tn Yugoslavia. Some economisits
even completely rejected the wery possibility of BOAL rational opera-
tion, other ithan the one based on wages determined on the labour mar-
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