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A STUDY OF
INDUSTRIAL MANAGEMENT PERFORMANCE
IN YUGOSLAVIA

Alan EAMES*

INTRODUCTION

Although a mumber of maocrodevel studies of economic performan-
ce have been cannied out,’) there are few available analyses of ope-
rations in Yugoslavia at the level of tthe individual finm. All evaluations
of performance, of course, lend themselves to cniticism on the grounds
that the total soaio-economic goals set are mot merely to be measured
in economic terms. However, being a practice, rather than a soience or
profession, the ultimate test of management is business penformance?)
and a study of any management system fis incomplete without some
measurement of economic results. Therefore, although an evaluation of
this mature presents several difificulties, it was decided to imvestigate
the business results of Yugoslav companies, in a manner adopted by
well organised western compandes. Such an amalysis, even if not preci-
se, will enable us tto leann more about the Yugoslav company and its
method of openation and provide additional means of evaluating its
activities. This study does mot pumport 10 examine environmental fac-
tors which may influence management performamnce. Yugoslavia is a
developing country involved in a vast and complex change-process, as
selfimanagemenlt is refined and implemented, and under these circum-
stances it ds to be expected that companies will be subject to con-
straints imposed by environmental conditions.

B .t*‘l’os*ﬁgradua‘-t‘e School of Yugoslav Studies, University of Bradford, Great
rimam.

* Based on data provided in an article by B. Cox, ,,Added value and »The
Corporate Report«” Management Accounting journal of the Institute of Cost
and Management Accountants, London, April 1976.

Y For example: B. Horvat paper on "compatrative efficiency” presented
to seminar on 'Participation’ workers conftrol and selfimanagement’, Dubrov-
nik, Janunary 4976; J. Vamnek anld A. Vahéid, "Selfmanagement, workers mana-
gement and labour management in theory and praclice: a comparative stu-
dy”, seminar Bielefeld University, May 11976; also Wonld Bank Economic Re-
port on Yugoslavia 1975.

3 P. Drucker, "Practice of management”, Pan Boodks 1968, p. 21.
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428 A. EAMES

There are several reasons why a miaro-level smd‘y. 1s di‘lf»fiogﬂwt.
First, the accounting conventions, which provide the basic information
for such an analysis, are considerably different $o Amglo-american prac-
tice. Secomdly, often only pastial data is available for such ‘peseair.ch
and there is frequently a lack of uniformity dn published results, which
mean that interpolations and extrapolations have to be made. On the
other hand, a comparative analysis s also difficult due ito the lack of
conformity concerning available data on western firms. Few, fqr exam-
ple, publish informaltion on ‘added walue' and the lack of uniformity
and precision of the profit calculation is well known.?) i

The pesuits of Yugoslav company operations are processed and
analysed by the Social Accounting Service ((SDX) firom ithe balance
sheets and profit and doss accounts submitted megularly by all compa-
nies and these are then made available, as confidential dumfomnalmog, in
the form of so-called ’zelene kmige’, to centain persons and institutions.
These statistics are often quoted by Yugoslav wniters but are not ge-
nerally available. It was therefore necessary to use o:tha_r sources for
this study and the following analyses are based on statistics oo&la:be\d
finom @ variety of publications. Although it was wot, of course, fpo;ss1_!ble
to use aatual confidential information made available to. the writer
during the course of previous consulltancy wgﬁk carried out for Yugo-
slav enterprises, the knowledge thereby dbnbalmegl enabled a more pre-
cise intempretation of results than would otherwise have been ?ossnbﬂe.
Access to miore complete data would, however, be necessary in onder
to provide conclusive evidence of ithe inferences made from this study.

ACCOUNTING CONVENTIONS

In genenal good, clear statistical and accounting analyses of mana-
gement operations in Yugoslav companies are rare, even when full da-
%a iis on hand. The lack of puofessional jpersons, such as accountants,
dkilled in the presentation and amalysis of business activities and the
predominently macro-economic approach used means that impontant
faotors are Often missing?) For example, the standerd management
accounting variance amalysis, especially by products, is rarely ,pfaniforr—
med. Indeed the lack of a basic costimg system @s @ senous Ommission
in the menagement infonmation isysbem in the mnajority of Qmmp'amhre-s.
Budigettery contmol and standard costing which fiorm tthe bassis for con-
trol of the operations of major, successful western companies are ra-
rely 1o be seen. The common approach is ito prepare extremely detailed
forecasts and plans but usually ito neglect the oppontunity for befter
management and contirol which ds obtainable by means of a systema-

3) For example, the statement by R. Trueblood, past president of the
American Institute of Certified Public Accountants, at a meefing of the coun-
cil of the Institute on 2nd May, 11966, 'Few mon-accountants understand, "I
fear, that precision in an income statement for a single year is unattamabl_e ,
quote by A. Goch, "Finance and accountans for managers”, Pan Books 1969,

. 16. .
P Y For a more detailed account of these problems see A, Eames, "Accoul-
tancy profession in Yugoslavia”, The Accountant, July 3rd, 1975.
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tic analysis of actual results and wariances. This situation ds mot, of
course, unpusual in a country undengoing a period of industrial deve-
lopment and, for example, similar observations were made concerning
UK industry by the various Britiish teams which visited the USA, seeking
ways of improving productivity, after the second world war.’)

Above all, however, the differences in accounting procedures make
comparisons difficult. To mention one example, the inclusion of in-
termal sales and profits in the accounts of Yugoslav entenprises can
provide a misleading picture. The greatest difficulty lies therefore in
endeavouring 4o ensure that the same bases and definitions are msed
and ithe major problem in this instance arose in transtating the figure
for 'Dohodak’ dnbo the customary ‘profit before taxes’ used in the west
and the 'prosetno korifdenje sredstava’ (average assets in use figure)
to a western basis. It mnust be stated ithat in meither of these cases
was this completely successful, for twio main reasons. First, the official
revaluation of assets) camried out periodically in respect of all ongani-
sations means that the fixed asset values are somewhat higher than
under western (anglo-amenican) accounding conventions, where few
companies adopt this procedure. Secondly, inventories are usually va-
lned by Yugoslav companies ito include selling and administration
costs, as well as unrealised profits arising from sales firom one BOAL
to another, (le. interdepartmental sales). Thus, both inventories and
net profits may be higher than under western accounting practice.

RETURN ON INVESTMENT

Despite objections and shortcomings, present to some degree in
alll measures of business and economic performance, it was decided to
use the well established *Dupont’ return on investment technique, as
the basis for this analysis. This method is used by many of the world's
leading companies and, despite weaknesses, is arguably the best avai-
lable measure of industrial management mperfonmance?) This is, of
course, in contrast ito ithe usual theorstical assumption of maximisation
of income per worlker as tthe mim of a finm under selfmanagement,
whiich, however, in practice, can leald 1o fairly arbitrary mesults, since
the number of workers is rarely proportional to the income earning po-

%) See, for example, "Measurement of productivity- applications and ii-
mitations”, issued by the joint committee of the Institute of Cost and Works
Accountants and the Institute of Production Engineers, in cooperation with
the Anglo-american Council on Productivity, London. Undated but refers to
investigations carried out between 1948 and 1950.

¢) These were revalued in 1962, 1966, 1971 and 1975, according to ,lIn-
dustnijske onganizacije udruZenog rada 11975", Bilten '1025 of the Savemi Za-
vod za Statistiku, Belgrade, April 1977, p9,

. .7 Thus, in a recent survey compfeted by over 170 representatives from
industry, the academic world, accountancy and management consultancy,
Samltocki received an bverwhelming preference for this method. J. Santocki,
"Management audit survey”, sponisored by ithe dustitute of Cost and Manage-
gxien§4Accountants and the City of Birmingham Polytechnic, July 1974, pp.
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tenitiial of an eniterpuiise and, funthenmone, it ignores the vital factor of
the success in maneging tthe, usually scarnce, nondhuman resources.

Unfortunately, there are a vamiety of definitions of the factors im-
volved. Thus, the calculation of 'capital employed’, as the denmominator
in the return on investment (also called metumn on capitaly equation
may be taken to mean:

Fixed assets at cost, or valuation, less depreciation, plus =~

Cunrent assets, plus

Other tangible assets, minus

Current liabilities,?)
which we shalll nse as our definition but for the netunn on um’esbmem‘
(Dupomnt) caloulation, total assets ds used, without deduction of current
liabilities. Net profit, before interest and ttax, which is used in the fo-
llowing caloulations, is the numerator in the ‘Times 1000 amalysis, whe-
reas General Motors, for examiple, uses ‘both this met profit figure,
which is called 'net income’ and also 2 #rue net profit figure, after
taxes and interest chamges.

It is of imterest io mote ithat this measure of performance is simi-
Iar o one of the indices which Yugoslav companies are now bound o
use fin accordance with ithe provisions of lthe 1976 ‘Zakon o udruZenom
radu’ (article 140).

AN HYPOTHESIS

From ipractical observations, even the less efficient companies in
the less efficient companies dn the west apre often able to achieve a
reasonable ‘profit on sales’ percentage. However, the efficient use of
resources, in onder to obtain a wsatisfactory ‘retunn on dnvestment’,

requires a high level of managenial ability and relatively sophisticated

gemeral management and financial planning and controls. In Yugosla-
via, a developing country, ithe level of management ability, productivi-
ty and, espeoially, the level of the mnone sophisticated management te-
chnigues, such as the management accounting controls mentioned ear-
lier, will be lower than in the majority 0of companies in western ieve-
loped countries and it therefore seems zeasonable to suppose that:

"The mse of resources, measured by the weturn om investment, will
be generally less efficient in Yugoslav companies and, further, that the
major weason for this will be a lower investment turnover ratio’.

The perfonmance of Yugoslav companies in the industrial sector

§) Definition in a letter dated 6th January, 1977 from Extel Statistical
Services Ltd., London, in answer to an enquiry by the author concerning the
"Time 1000 — 1966/77", published by Times Newspapers Litd.

A STUDY OF INDUSTRIAL MANAGEMENT PERFORMANCE 431

measured in this manner ds shown in figure 1, together with figures
for Bumitish companies.?)

Figure 1
Yugoslav Buitish
companies companies
Retunn on investment 15% 19%
Tunnover vatio 1.2 24
Profit on sales 13% 9%

PR

At first sight ithe results appear to support our hypothesis. Howe:
ver, ithere are several ceasons why the dange discrepency in ithe turno-
ver figures of 1.2 and 2:1 for Yugoslav and British companies wespeoti-
vely, may also be due to other factors. First of all, it was mot possible
to obtain sufficient information on :this basis in onder to make a com-
parison between firms in similar industnies. The wo samples are the-
refore quite probably differently weighted, although their size ensures
that a good aross seotlion of industry s incdluded. Secondly, as was poin-
ted out earlier, ithe revaluation of fixed assets cawied out by Yugoslav
companies could account for at least some of the difference, although
one would expect Yugostav industry not to 'be so intensively capitalised.
In onder tto examine ithese points funther, the study was therefore ex-
tended to investigate the retumns on Fixed Assets and met Cumrent

Assets separately, as shown in figure 2.

Figure 2
- Yugoslav coys. British coys.
Total F.A. C.A. Total F.A. CA.
Retunn % 15 30 30 19 24 55
Tunnover 1.2 24 24 214 29 656

9) These figures relate to the results of Yugoslav companies in the in-
dustrial sector for 1974 and 1975 and of 100 British companies, representing
approximately fifty percent of total turnover of all companies included in
the "Times 1000 — 1967/77" and oovering finamcial results for the years
1973—1976.Further samples and statistics were used in both cases as a check
on the representativeness of the results and in order to obtain supporting
information for analyses. The main sources were: ,Slatisti¢ki Godisnjak Ju-
goslavije 1976”, ,Dve stotine najveéih” of Ekonomska Politika 1975, 1976 and
1977; Ekonomska Politika no 1319 of 1ith July, 1977 pp. 23—25; ,Industrijske

. organizacije udmifenog rada 1975", Bilten 11025 Savezni wavod za statistiku,

Beograd, April 1977; ,Industrija” magazine of the Institut za ekonomiku in-
dustrije, no 3, Jul—Sep. 1977, pp. 7—18; ,Times 1000 — 1976/77", Times
Newspapers Litd.; "Trend of Tndustnial Profits”, Financial Times, June 1976
and January 1974. The segregation into fixed and current assets is based on
Financial Times data.
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e figumes it is seen ithat the Yugoslay companies in this
Samgﬁaﬂal,e?n fact, @ higher retumm on fixed assets, which may mean
und talisation offsets any effeots of lrevz}sluatlomu. ‘However, Itl}e
return on met current assets shows a wery different picture. In this
case Yugoslav companies have, on average, a vetusm of only just over
half and a furnover rafio of only just over one-thind of ithe rates qu
Buiifish companies. Tt thereforie seems measonable to assume ithat this
is ithe major cause of the large difference in the rates of total turno-
ver. Fupther analysis, in fact, shows that ourrent assets, less accounts
receivable, which deaves essentially stocks, account for the relatively
low rate of tumover dn respect of met cunrent assets. Total stocks of
Yugoslav enterpiiises, imoludﬁm_xg caw malterials shockis often mepmesent

to five months of production md a recent study by Maif:liarm) ha§
confinmed the large proportion of investment funds required to fi-
nance stooks in the Yugoslav economy.

Evaluation

If our hypothesis is conrect and Kdes;xirte. the difficulties in estab-
lishing striotly comparative data, tthe wide difference in turnover rate
would indicate that it is at least pantially. so, then several effeots may
be expected. First, due ito the higher profit ipercentage, prices, which
are based, at @ minimum level, on costs, will tend to be higher and
thus lead t0 a situation where Yru[goslav produats may |be less compe-
titive on wourld markets, Observations fterrd to support this conclusion
and, in practice, priices are often higher from Yugoslav companies. Of
oouixge other factors, such as lower pm@ueﬂwty may al'sq raise costs,
howe\r:ar, a 44% higher profit margin will centainily l_lav’e its ef:fect on

ioinig policy. Second, the poorar managemenit of nm?asmmenms, -
cated by the lower funnover natio |fc3cr_ Yugoslav cf)mlp%nhes, means that
existing resources ane 1ot fully _umﬂﬂsedi and this will aggravate _any
shortages of capital. Ladk of caplital and uriderutiiliseition of capacities
is a common subjeot of disoussion 1n Yugoslavia, as in many countnies,
however, one of ihe easiest of exouses flor management the wm‘ﬂjd.'over
is in Fact, ladk of capital, since it is often mot vx.wea.ﬂasedi, or admitted,
that the basic problem is poor management of existing mesources. Bu,d—
petary-administrative - procedures often also encourage this behaviou;
for example, by making much easier the aoqu:ls{ﬂmiom of funds for in-
vestment in fixed or cumrent assets, than for disbursement as opera-
ting expenses, such as may be reguu-red for the maintenance of existing
plant and equipment, OF for the installation of improved planning and
control systems.

- .i-s,ylhowe"‘er' ot entirely fair to blame lmanna;g'ememt for the poor
return on capital dn Yugoslavia; especially as a:egamds dtodlfs. There are~
many diffioulties in obtaining, say, raw mamn:als,.due o dnypowt regu-
ations and also, sometimes, due to poor deliveries. errd@' these cir-
cumstances management will tend to play safe and hold higher stodks.

oy Lj. Madvar, Zeliibe i akumulativnost privrede", Bkonomske: Politika no.
1366 of 5th June 1978 pp..18—24.
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On the other hand, it was at one time not uncommon for Yugoslav
companies to camry out-of-date stodks flonger ithan msual in onder to
avoid wiite-ofifs, which would, according to the regulations at that ti-
me, directly affect the funds available for personal incomes. Another
reagon for a preference by management for capital, as opposed to re-
venue, expenditure may also be the fact that such ouwtlays do mot af-
fect the profit (or dohodak) calculation, which is often used as a
measure of perfonmance, if not directly as a basis for remuneration.

In summary, therefore, a poor return on dnvestment may lead to
higher profit margins and prices, as an attempt is made o compensa-
te for the less efficient use of capital. It ds also not uncommon within
the management process for capital -expenditures and investments,
which may lead to excess capacities and a shontage of capital, to be
encouraged by finamdial, administralive and pensonnel policies. The use
of an evaluation of perfonmance based om the use of resounces (the
basic managemment fumiotion), such as s provided by the cetiwm on in-
vestiment analysis, may help ito control ithese tendencies.

SOME OTHER INDICES OF PERFORMANCE

In view of the difficulties involved in making such caﬂouﬂabion-é of
reburn on investment, 4t ds desirable to examine other imdices of bu-
siness performance, not least tn order to see if some confinmation of
the:above results may be obtained. Probably one of the most comp-
rehensive studies of the perfornmance of Yugoslav companies, although
limited dn the total amount of infonmation provided, is that which has
been produced by Tundic!) He examined efficiency of indmstry, by
branches and by distriots, based on ithe indices: efikasnost angaZiranih
sneidstava’ (efficiency of asselbs in wse) and ’akumulativoiost angaZira-
nih sredstava’ (profitability of assets in mse) which are caloulated by
measuring 'dohodak’ end ‘akumulaciia’, wvespectively, agaimsit fixed
assets, less depreciation, plus current assets. The aim of his study was
to “impwove dhie analytical bases at the level of ithe commune in the
proocess of plannimg and programing their industnial development” and
the vesults for some of ithe main geographical locations is shown in
figure 3. ’ :

Als may be seen, ithis sample, taken finom the total study, shows a
pabtbenn following wvery closely the level of development of the warious
regions. Because of the wide differences in ithe effidiency of the use of
assets between ithe more and less successful areas, Turdié¢ concluded
thalt, 7. ..there exists i welatively low level of utilisation of assets in
all areas... (and)... there are therefore flavge weserves”. His study
therefore, in general, supponts the results of our previous analysis and
shows, once again, that the basic problem may mot be so much the
shortage of capital per se but the efficiency of the use of investments.

m T, Turdié, ,Mndikatori o efikasnosti jugoslavemske industrije po opdi-
nama”, Informator, Zagreb, 1975.
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Figure 3
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Ljubljana Zagreb NoviSad Beograd Samjevo Titograd Skoplie Pridtina

Efikasnost Akumulativnost

%. %
Ljubljana 43.0 14.0
Za.g.reb 40.6 8.0
Novi Sad 372 10.0
Sarajevo 34.2 4.7
Titograd 24,7 53
Skopje 206 34
Pridtina 12.6 0.7

He also refers ito a phenomenon already spotlighted by others,?)

whereby 2 relatively constant growth of wage levels dn all areas, drres-
pective of efficiency, fleads {0 considerable differences in retained
earnings and, thus, to differences in the ability of compamies to fi-
nance growth themselves.

1) For examplq_: H—C. Iverson, ,Tertidre Einkommensverteilung in Ju-
goslawien and Ansiitze der jugoslawischen Einkommenspolitik”, Bielefeld
December 1976; J. Waller unpublished paper, "Wage rates and accumulation”,
Eradford‘Umversny, 1976; H. Baltiéa, ,,Samoupravijanje i dohodak”, Informa-
tivne sluzbe CK SKH i Vijeda SSH, p. 16, Zagreb 1970, quoted by S. Tonko-
vi¢, ,Samoupravijanje 1950—1974", Globus, Zagreb, 1974, p. 109. However, A.
Vaci¢, ,Principi i politika dohotka”, Radni¢ka Stampa, Belgrade, 1976, p 419
draws other conclusions. "
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Unfortunately, the use of dohodak (added value less depreciation)
by Turdié, instead of, say, the Yugoslav fiigures for social product
(equivalent for all practical purposes to added walue) means that di-
rect companison with finms in other countries is rather difficult. There
is in any case a ladk of statistics available concernling the ratio of ad-
ded valie to fixed assets for, say, western comipanies. The Accounting
Standards Committee ‘dooument, “The Comporate Reporit”, published
in the UX, proposed that companies should dnclude a statement of
value added’ in their published accounts, however, as Cox has pointed
out, definitions of added value are mot yet standandised.’3)

A few examples of the actual results of British companies presen-
ted in this mammner are showa in figure 4 but, since asset figures are
not available for the Brifish companies, it is not possible to compare
these direotly with the results achieved by Turdi¢. However, as one
form of companison, it is possible to caloulated from the available in-
dices the ratios of acoumulation: dohodak.

As shown in figure 5, the Yugoslav wesults range from 32.6% for
Ljubljama, to 5.6% for PriStina amd lthe British companies (figure 4)
provide a range of 16.6% to 4.8%. The sample of Briitish companies is
too small o draw any valid- condlusions but the faot that these ratios
are lower does raise interesting implications for funther study; mot
least of which ds the fact that such a difference, if proven, would mean
that Yugoslav companies retain more earnings than their (capitalist)
countenpants. :

Yugoslav enterprises, because of their welatively inefficient use of
capital, need more capital; on the other hand westerm. companies pay
dividends to shareholders, which is, of course, not the case in Yugo-
slaviia.Y) However, it is possible that fiscal policies and accounting con-
Jentions account for ithe difference. Thus, whereas Bmitish companies
are subjected to taxes of more than 10% of added value, the equiva-
lent rate in Yugoslavia at the time of ithis analysis was probably only
just over half that amount. At the same time it is mot clear whether
the sunplus arising from fixed asset revaluations has also influenced
ithese figures.

Subject to these limitations, we may also atempt a companison
of ithe aatual ‘akumulativnost’ calculations prepared by Turdi¢, which

1) B, Cox, "Added Value and "The Conporate Reporit’ ", Management Ac-
counting, Institute of Cost and Management Accountants, London, April, 1976.

1) As a result of the unavailability of shareholder funds, bank borrowing
in Yugoslavia is, of course, much higher than in the west. On the other hand
Yugoslav enterprises enjoy the use of socially owned resources interest free
and certain of the implications arising therefrom are examined by G. Leman,
,Das jugoslawische Modell”, Europdische Verlagsanstalt, Frankfurt, 1976, p.
159 and p. 180.
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Figure 4
Added Value Calculations*
1975 (£’ 000)

Recond Allied HP Blumer
Tate&lLyle Ridgeway Breweries (6 mos.)

Salles 1.274.400 11.992 737.000 12.842
Added Value 120.000 5.833 378.700 8.604
Distmibution:
— employees 62.900 4.180 129.100 2877
— overheads m/a n/a n/a 3121
~— linterest 8.700 149 14.200 , 452
— shareholders 5.900 255 15.900 97
— customs n/a n/a 156.100 n/a
— itaxes 23.400 628 36.700 993
— depreoiation 10400 139 17.200 321
— sunplus 8.700 482 9.500 742

120.000 5.833 378.700 8.604
Misc, income 9.500 — 7.700 —
Dohodak 109.600 5.694 361.520 8.283
Akumulacija 18.200 482 17.200 742
Akum.: dohodak 0.16 0.09 0.05 0.09

* Based on data provided in an amticle by B. Cox, "Added value and
"The Corporate Report’'”, Management Accounting journal of the Institute
of Cost and Management Accountants, London, April 1976.

in figure 3 show a range of 14% o 0.7%. These figures are woughly
equal to met profit after tax in western terms and in 1976 a Rinandial
Times analysis showed an equivalent figure for imdustrial companies
of 5.9% and in the previous year 7.3%.”) However, in this British ana-
lysis a different base figure for investment is used. Instead of total
assets, ithe lower figure of capital employed serves as the denominator.
In spite of the great mumber of uncentainties, the evidence, therefore,
very strongly indicates once again a likely higher retained earnings fi-
gure by Yugoslav companies. .

Employee share

In a book published én 1971 in which he angued for the use of ad-
ded value as a measure of management performance, Gilchrist!®) in
effect wubstituted ‘added value' for 'sales’ in the meturn on investrnenit
equation. Although one can perhaps sympathise with the desire o wti-
lise wdded wvalue @ws a measure of efficiency, ithis proposal would
appear o have ithe considerable disadvantage of removing a direct eva-
lualtion of marketing efforit, as measuned by sales. Addied value dioes miot
provide sufficient detail concerning sales mesults, which are a function
of the very ¢mportant factors of price and volume. It would seem the-

15) In this case the calculations are made before the appropriations for

payment of dividends,
% R, Gilchrist, "Managing for profit”, G. Allen and Unwin Ltd., 1971, p8il.
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Figure 3.

Akumulativnost ; Dohodak
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Ljubljana ~ Zagreb Novi Sad Beograd Samjevo Titograd Skoplie  Pristina

Ljubljana 0.33
Zagreb 0.20
Nowvi Sad _ 0.27
Beograd ' 0.17
Sarajevo 0.14
Titograd 0.22
Skopje 0.17
Pridtina 0.06

refore, that a substitution of added wmalue for profit, instead of sales,
would provide a better measure of management performance.

In Yugoslavia some preliminary work has been done, inter alia by
Kiralj and Turk, in developing an analytical technique using the usual
economic ratio of dncome per wosker as the final dndex but measuning
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this by the factors of income, added walue and capital employed. Gil-
christ also examimed the index of salamles and wages to added value
as a possible yardstick of socio-economic performance and, as other
authors have also more recently demonstrated, there is a remarkable
consistency in this vatio, whioch for manufacturing industry in most
developed countriies msually lies at about 0.50. As Wood!?) has shown,
there are wariances between industries, depending on a number of fac-

tors, including the degree of labour intensity but also due to the rela-

tive effidiency in generating added value and the incomes policy adop-
ted. Once again definitions make comparisons difficult but some cor
responding figures for Yugoslavia are shown in figure 6.15)

Figure 6
1970 1971 1972 1973 1974 1975

Personal incomes (gross):

sodial product 0.55 0.53 0.53 0.51 047 0.50
Personal incomes (met):
social produoct 038 037 0.37 0.36 0.34 0.37

A surprisingly similar proportion of added value appears to be
distnibuted to workers as wages both under selfimanagement and un-
der capitalism, supponting arguments that the system of remuneration
in effect remains the same. It also shows, however, that Yugoslav
fiirms are cesponsibly {(self) managed and that usual by the xelative pro-
portions of ,akumulacija’ to dohodak’ achieved by Yugoslav and Bri-
tish companies. ;

CONCLUSIONS T b

As a developing country, it ds to be expected that the bitsiness re-
sults of enterprises in Yugoslavia will differ from ithose for companies
in western industiial developed countries.. This study has been carmied
out in order to endeavour to learm more about the mature and causes
of such differences.

Despite the difficulties in making comparisons and the impossibi-
lity of producing absclubely walid wesults, it does seem ithat certalin
tentative conclusions may be drawn:

1. Yugoslav companies show a jpatern of wesults very similar to
that of less successful western finms. This is typified by poor use of
resources, with low ca{pulta[[ tunnover, 'hL‘gh stocks and underutilised ca-
pacities, which is also probably emphasised by poor sales and marke-
ting achievements.

1977”) E. G, Wood, "A policy for pay and productivity”, The Times, 4th May,

iﬂ) wPrivredni Bilansi Jugoslavije 1975, Savezni zavod za statistiku, Bel-
grade, p. 121 and ,Statisti¢ki Godidnjak Jugoslavije 1975", p. 136.

A STUDY OF INDUSTRIAL MANAGEMENT PERFORMANCE 439

2, Because of ithe velatively dnefficient mse of capital, Yugoslav .
companies suffer firom ithe meed to wuse a higher profit percentage in
order to ensure adequate income. This in turn causes pricing and other
marketing problems.

3. Although weplacements and modennisation are mecessary, it ap-
pears that a basic problem in Yugostav industry (as in some western
countnies). most probably lies mot so much in shontage of capital but
in efficiency of mse i(i. e. management) of existing resources.

4. Some ©of the management activities wnost needing improvement
in Yugoslav companies are therefore those concerned with the wse of
resources — industrial engineering (work-study and production cont-
rol), mamagement accounting (costing, cash flow and budgetary cont-
vol) and marketing.

5. Similar proportioms of added value appear to be distributed di-
rectly to employees under both capitalist and selfimanagement sys-
tems.

6. Due tto several weasons :there appears to be a higher rate of re-
tained earmings by Yugoslav companies. This confirms that, under self-
management, ongamizations are responsibly managed and, in panticular,
that mo excessive propomfion of added walue s distributed to em-
ployees.

EFIKASNOST POSLOVANJA JUGOSLOVENSKIH
INDUSTRIJSKIH PREDUZECA

Alan Eames

Rezime

UvaZavajudi &injenicu da evaluacija ekonomske efikasnosti (perfor-
mansi) mofe biti kritikovana polazeéi od stava da postulirani globalni
drultveno-ekonomski ciljevi ne mogu da budu mereni u disto ekonom-
skim terminima, ovaj élanak ispituje samo finansijske rezultate indust-
rijskih preduzeda u Jugoslaviji u cilju blifeg upoznavanja sa jugoslo-
venskim preduzeéima i metodima njihovog poslovanja.

ITzu¢avanja poslovanja jugoslovenskih preduzeda na mikro nivou
veoma su retka i skopcana sa-mnogim problemima terminologije i ra-
cunovodstvenih konvencija, §to oteZava finansijsku analizu koja polazi
od anglosaksonskih standarda. Problemi u analizi su takode uzrokova-
ni i relativno minornom ulogom koju u Jugoslaviji ima radunovodstvo
kao profesija i dominantnom upoirebom makroekonomskog pristupa,
$to znaci da se u pripremama informacija za rukovodstvo preduzeéa
desto zanemaruju veoma znadajni &inioci.

Clanak polazi od pretpostavke da je u Jugoslaviji kao zemlji u
razvoju- nivo upravljadkih sposobnosti (management ability), produk-
tivnost, i naroéito nivo rafiniranijih upravijackih tehnika, kao $to je
upravijacko radunovodstvo, niZi nego u vedini preduzeéa u zapadnim
razvijenim zemljama i stoga ce:



440 A. EAMES

,Upotreba resursa, merena prinosom investicija ('return to invest-
ment’} biti, uopSte uzev, manje efikasna u jugoslovenskim preduzedi-
ma, pri demu glavni uzrok tome lei u niZem proizvodnom koeficijentu
(‘investment-funover ratio’).” ;

Uzimajuéi u obzir sve teSkode i nedostatke jedne ovakve komipa-
rativne analize, rezultati jugoslovenskih i britanskih preduzeda svede-
nilh na istu osnovu, izgleda da potvrduju napred izmetu hipotezu. Sta-
vife, izgleda da glavni uzrok niZeg povracaja sredstava leii u weoma
niskoj stopi prometa (ukupne realizacije) u odnosu na tekuda sredstva,
$to je opet, uzrokovano visokim nivoom zaliha.

Kao rezultat ovih razlika, zakljucuje se u élanku, cene teie da bu-
du vife, a zbog relativno niieg kvaliteta investicionog odluéivanja i
postojedi resursi se u potpunosti ne koriste, 3lo opet, pogorSava situa-
ciju u pogledu raspoloZivosti kapitala, zaotravaju dalje problem nje-
gove nedovoljnosti. Takode se naglaSava da oskudica kapitala moZe
desto da sluZi kao isprika za de facto loSe upravljanje postojecim re-
sursima. Administrativno-budietske procedure &esto upravo podsticu
ovakvo ponalanje; npr., mnogo fe lakSa akviziocija sredstava za osnov-
ne [ obrtne fondove nego gotovinske isplate za troSkove poslovanja,
koje zahteva odr*avanje postojeéih postrojenja, ili za uvodenje pobolj-
Sanja u sistemu planiranja i upravijanja. Pored toga, rukovodstvo pre-
duzedéa moZe preferirati kapitalne, nasuprot tekucih rashoda ("capital
as opposed to revenue expenditure"), buduéi da takvi izdaci ne utidu
na obradun dobiti, koja se, esto koristi kao mera poslovnog uspeha
("measure of performance"), ako ne direkino i kao osnova za nagradi-
vanje.

S obzirom na te$kocde w pribavljanju informacija o poslovanju ju-
goslovenskih preduzeda i njihovom poredenju sa rezultatima u drugim
zemljama, ispituje se neki drugi pokazatelj efikasnosti funkcioniranja
da bi se videlo da li oni mogu da potvrde neke od osnovnih nalaza
dlanka. Izgleda da studija Turdiéa potvrduje neke od rezultata autoro-
vih istraZivanja i istovremeno rada podsticanje za nova izudavanja: na-
ime, da li je stvarno taéno da jugoslovenska preduzeéa zadriavaju za
sebe relativno veéi deo prihoda nego njihovi kapitalisti¢ki pandani.

Na kraju, u clanku se ispituje tzv. ucesée zaposlenih (liéni dohoci
radnika i administrativnog osoblja: novostvorena vrednost) koja, kao
Jto to dosadasnja istraZivanja pokazuju, u razvijenim zemljama stoji
na primetno komsistentnom nivou od otprilike 0,50.

U zakljudku, autor ponovo podvlaéi da treba olekivaii da se u
Jugoslavifi kao zemlji u razvoju, poslovni rezultati preduzeda razlikuju
od poslovnil rezultata kompanija u zapadnim industrijskim razvijenim
zemljama. Uprkos teSkodama prilikom kompariranja i nemoguénosti
da se dode do apsoluino valjanih rezultata, mogude je doneti sledede
okvirne zakljucke:

1. Jugoslovenska preduzeca pokazuju obrasce poslovnih rezuliata
koji su veoma slicni obrascima poslovanja manje uspeSnih zapadnih
firma. Za ove obrasce su tipicni suboptimalna upotreba resursa sa
niskim proizvodnim koeficijentom, visoke zalihe i neiskori¥éeni kapa-
citeti, Cemu verovatno doprinose nedovoljna nastojanja u pogledu pro-
daje i marketinga.

e e
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