G @ | TOGETHER

!{’\N i D/? L&y

=S~ vears | for a sustainable future
OCCASION

This publication has been made available to the public on the occasion of the 50" anniversary of the
United Nations Industrial Development Organisation.

’-.
Sy
B QNIDQI
s 77

vears | for a sustainable future

DISCLAIMER

This document has been produced without formal United Nations editing. The designations
employed and the presentation of the material in this document do not imply the expression of any
opinion whatsoever on the part of the Secretariat of the United Nations Industrial Development
Organization (UNIDO) concerning the legal status of any country, territory, city or area or of its
authorities, or concerning the delimitation of its frontiers or boundaries, or its economic system or
degree of development. Designations such as “developed”, “industrialized” and “developing” are
intended for statistical convenience and do not necessarily express a judgment about the stage
reached by a particular country or area in the development process. Mention of firm names or
commercial products does not constitute an endorsement by UNIDO.

FAIR USE POLICY
Any part of this publication may be quoted and referenced for educational and research purposes
without additional permission from UNIDO. However, those who make use of quoting and
referencing this publication are requested to follow the Fair Use Policy of giving due credit to
UNIDO.
CONTACT

Please contact publications@unido.org for further information concerning UNIDO publications.

For more information about UNIDO, please visit us at www.unido.org

UNITED NATIONS INDUSTRIAL DEVELOPMENT ORGANIZATION
Vienna International Centre, P.O. Box 300, 1400 Vienna, Austria

Tel: (+43-1) 26026-0 * www.unido.org * unido@unido.org


mailto:publications@unido.org
http://www.unido.org/

00 757

! United Nations Industnal Development Organization

ID/¥5.53/1C
23 Octorer 1963

ORISINAL: ZNGLISH

Interregionil Seminar on Financial \epects
of lanuf-cturing Znterprises in the rPutiic Sector

Rome, Italy, 1-12 December 1949

T o e

FINANCING OF SELF-T0'TR:IINS ©OCLALIST CNTERPRISES
Y

oT
CRFWIES

R
s

Prooros Miorl oveé
Scientifi~ Couns lisr ind Depaty Director
Institute 1''r invectmont Research
Belgrade, Yuzoslavia

1/ The views and cpinions expressed in this paper are those of the author and
de not necessarily reflect the views of the sccretariat of UNIDO. .

This document has beer reproduced without formal editing.

1d.69-5499




We regret that some of the pages in the microtiche
copy ot this report may not bhe up to the proper
lt’gibillt\' \[JHL].H"!@, even though the best possihle
copy wis used tor prepariny the master fiche.







P "‘ [ - 4
A el
.
ntrocurtion
™ Lo o - 1 e - + RN w
Dre curpo.o 0 fule e s o Lagmies V10T axie e nney

e
—~
—

CIn-r C1lhe it Lous d1it o erte Nidoe. Iv VoL b oLt e e 1
Ltste O JOVEILTELT OWLOO o lel i, i R UGS SHES SR SN
FOVEInIY. v oor Ul S £ 1 O o Cor
BOC1l:-il. " . IEI AR - e . . e ' ,
seoull ry, Ao Yo dn T e : .

FUCTININED S S0 URRN BMIED $ R MV G Lo v o bt it
sotivitics niia b [ENS SR ST U U N O SN B U AR CUVRE PO S S
cnable o e Wt R ro 2l T o coxbom S olan noar,
S o wellotn tie e lotuve Vo CGlia Lo L oxe o oo deomoe, Lotk
wnich wili t B TRt oot NETEEE SUN N B
o OHROAN... TIvia. 0 T ai, oal. fenoa D al oiTee oo o

B e

MIVLE LIRS

. v VY WA ——

"SR UNILTS K LN SUNNLE LU RIS IR S S LaltloL s rlenced
tae form ol bt "{.?i?l&o"' e R A Pl T A ol
1t Looisliot A v toyont, fam oo vl R t 5 Tt 1t
NITESR TR WELE U0} ISP UANPT A N ST LA SEVREEEE S DO L S L RAT AT PR VO
Cti o nO s ma bttt RIS P AR PURPE DU SRR SURNERS S SRS N 4
CIV0 URNUNIN (8 § S NS S FUNCIE I o SRS S UL NS 3 SIS S BT
coplralictic cowrrde s o e o b RO L ro S T S SR S
relevort b . Wil. in 1 G A . URETE 0 U S SR KR & A
1§70 ol URR ARNEMH B T RS G TS R T B
duction 1+ ono’ el L uva e adasViie e L NS LTI

tior I SLven T oo aoleon i T e : Cyro ooromwath o v

+ - - s . g . + 5 Ao d * + . v . »
AU SEN SRJVS TR # SO I GRS} (N AN CLE . 2t PRI AR yheol

R

[ GO T ¥ AN S il

resul e oobtornad tros e a0t 2 b e T ol ocr oty = Ve
WUTErTe an o+ 7 Ca o Nloaycans b iy b e ¢ toithans v dey

fr.co e

fe Yuere Lo oo Inolos I T sl T S U T S VU SPRLIN I U
cvery mermber (Ire IUldiclls b L S0. ctovity oL thee wrtor Do o
coeund o Pieate, v la oL, eew L e by Loarn LoLntriacw
With the far. . Fveroor ao. e Tlooan TVt e Ty AR S S S

1Rt L 10 It o0l ol O ncre oA IS T AR GUIS SR ATEIV AN SRR Y

SR 750 455 S ORI FUUNEPUD 5 S IR S tyooo L. VR VETCE RU PSR SN (TP SR R
Cowic1l, tne Tzecutive Eoora or thelnoo . oo RIS N &

PCwe I D1 4_Cl: 1cr o oEin: . it e s Ll o Anle cold tLlvityy
Wn‘ Ie oV r:,’hht.a“ Lot SRS ' 1.4 . ‘o R TR A OO i ST T tro
crterprioe 1. [he D1 CEOr ko Gl Todlodn Il oy . Loy

F S
compr titlve - xamainatlon lor o D TALL U370 SRS S PO R S S A
Slecteuw by tloo Lorkers! o oowncls .o CobL.Loetors wootn rtrrTloc .




The Wore o ' Doniiilo oo Smpornrt oSN body
an the firm, AL 4 lolt e ahuel Lol D LETOVRd Ly 1te The
powsr of tn. e rd il oL Lir -t r 1, ror o wnoox cut.Ve nolure,
becousy Loy 1ol e iUt S0 0loluat b e culley ol tee Werrers'
Ceuncil,

Thoo1rcone furio t1on an (a4 ool nterirl. 1oLonma kot arfternt
from th-o prevellins 1y ot coaninde . T i Wh1oh 10 leat ovelr
fftop ceaacting cdl th Miooterioocxpen.os” 1o cndloa the ancom sl
entorrriis o Thlo wamo b fhorsoan otobootn T oincom diotrile
bution, I oot oword., Srtoroogan Jioa b1oirvegs w,y b anle PRSI
10 fr o to oot tribure wioTe oLt oarns voop o4 Arncdme. b c.pitil funde,
There - 1o R G Fotie y  adie EL0 T ot S Lru® whaich
inflanc. thi. 4 cecrone Lt . T S Tresoor e o teeon
peroon Lo incsne Lo O IR S S GRS & VAT P (TR A srecs, whien
dtorrar e b CiJiuna A VoI STle e do KO 1. e pict tant
the coto g ury O Wil 2 LT dde g ren el f Ceal todoin dviance, 4o not
CeX1ot 'Y otk L oeyite . VorcOnad ancute 1ooaronr f Lhoe ova i

fin.rnecl: i v o2 te rony LR

itho ottt tirm.  1he

A T

poiuibilitio. opn to rteriricoo o tor i Licl 1 ompos wvrang o tuerefore
quite L1onitie it
sinee bic TwtC.low o cvnor o cyoteo rolics tothoon "IrKe 4 mechonlsm
and on . iaborot otion 0 e el T, T ...d throu-h opeciric
inetitution , to pu.citlon ol Dlowbarns ~1f1~,  Thero o xiot no more
thouo ri,"id Jorm, SoabioL 1 4 g BRI, aNtwl AN cwTe COWNAILoss, Meddie=
ng thot tr Loan o sonemic I el cutio damy ord tro Tan 4 liolons arc
tahen Lrom, ouwtoid ta crtoririoo, oo b e boans orly urd.r ovlilgntion
g0 fulfii to. rclodlor trororitt oo b itomndc e tive iy. W proiont ,
Yuglosl: v Voo~ ol ploxn" rogr pt. oy oI sTol otion or the
futur: .concaro devodoyae by Lt nedn Lowe oo cunoio beoney ol Virlous
cector, cre flow. aad et b d s claiy - roote wuttroes
the cons . toneye e MLt e sre o 05 b e L oved ofonter-
prio. . - STOUR Lo I ul, . ‘ oy onluto b rount d wgpol to
haruonl v, corc o ob U LRlluoree L ! 1ol 11 eronomiv cubl 2o tbe
The duly o0 oorti o v nblig b 0 AN UL rops noiiey ol
CoOrdina sion, ~xu Lo Higtevs U owr NETERNSS FINIEES TRNICVIRIOS (L0 o0 §
proport.ond Jua b sty cvieda U2 Vet Lt U i nte
Trne ontorpr.s o o4t rotors ot ieung ©yon Controd plan, unlees
1t wore tror.tornea 1nto | TooooaLD ot Voo U othirough toc
conelituticn .l logios iV Lo . Ty olicy Tue ot d bhothe T !
COMPric » V .IloWs 7o ioal o Qe o b Jovornme nt or tio lintional
Bank, i oo Yeolng VLoV L Lo O Wl aoanm ny w'Thot
econony.
T planring o:jm..:::'ri Fotallodnte Soniegquently roots wntircly
with the ntocpriceve™ A rn tlun=kid. ploinung of Dinnncinl regulrements
y It muct Lo onot ot b tue Tugoul v onter riccs tena to combine into

-
HES
bda

¥y

various Xinds ol Pte

Olic

£TOu

s

o
(S )

nterpris..,

ot £N1ire group can be truitea




don Ly ocoo U torL ir, o : : BT S
The N-otion:tld Sone ¢ orac 1o cop S L N U U O I N,
reguircaento would by, oo owept w100 1

Ewch nt.rprio tor our RIS A U LTI B BT

mark. t,

[
iy g

Tuo ol rnan: tochniou eoliod oon Yol vt 138 & S0 WG TR TR
ditter vmen (or =t 2110 Srom ot o o rv il octnor o courntp e 4t nmut
nevertiele 5o Lo Utrosaoa th-t ti, o Toehnly o It Pt
EXPLrlonc. 1or Thutrr voorntrrr, cy : L Nt R 1ot
Lystor s f1oond Linonoeirgs, oty ot oy e s Sttty WAN L -
tretion boins taon s onor tion, T "ERCEIS TS S SR S S A SRR Y
plrnninge 1.0 dun rrirerily o urn SEAPES of b ECLERS VO S U TR SO

the othore tornd to ¢ ter 400 o o, i

In tioo o voan o e nt o Lovoon 1 o 4,

t.nturprlna S 1o, t1n g UL e ror TR Ion Ye ol onrnine tin
necde of longs $orr g TR FE A U SRS ST e s aart oo e Punds,

b ]
Plannin , 'rd  vrolo ot v 0 e
et copital for ol orwv LYt e o g (AP S R N Y
necdss 1n woreine ot L= S PSS S G R S
Wepondorce mnd the solyr tion 5 oo oL ray PO b vicds o ntue o, b
the enterprico: cwort a o cnnigae o O N A F S PO 2 SR AN ST m.t".l.i‘/

The fircncisdl ol 0oy i LIS AR 0 S S SURES (P . 1
investment prog ot o Licoh
The entorpraco. ooncd ¢ 21 ‘np o ot Sortooloone prog b
rerely davide thom, T L ret oo dyseeo0 iore 1o traditiopal lin
and th. inv. o tiont prog B AR SR NS S Y N O TF S S S SR
on the v ot r v prr bl (L T S N S S ing oo ratlon
by cny tire it ‘i wor)

I L RN TR R S T B S S SV WO

e i R N S R S SO P S I EETY U R A
S0c17l bttt nicor 1t coanond L1t e LI SWrotbonolrt o I

y Thaiv ~ttitude ot rpricoe s o oxslaan d soath o Jroir
relations 1nm Yo Lo oprr, wher o h b op ar 1 I, oot d
Wlth rariarictr o tive bodi o onel b oo Lor "aohibevin: t. t ret
procuntion with *r WP orooe oo Trmouuctaon Long tho1ro¢oan ol
tio ont rpris.o o tonaod to Pact o p i tle s dwey gt e g g U O ube

the 1rerocce an copicatis L ctVlowcly cgpwd to o unoroc.oan
productaor,

2/ EBven <t nresont (mig 19€ CONOLrO 4l L alTWdilty crloae in Yupoulovia
due tu inadequate cnhort torn finincing,




deemed by toenm to e oo P o iV one.r Of tieo progect prod rt.d
for e¢xturnsl financing. Do o1 W rdlrng ob e ooen r. cocl lanteret
is expected from ~d oanlotr tive, 1.¢ “ra o eonomlc activitlo o G todius

i
whoe - Perpor.lbility 1.0 40 orr 1or rte i 1DV Ctront progoci Lokes 1nto

aceount too priocs ad ogquertitle s Gloanmuts g ovdaley the timo
schoduls rna tie techniquw « A wowarc ot jrorrtobilaty o Twgoranw

«nterprice o we predomirontly the o 1l oFnoern cont—rerni i1t oo dlocwunted
cash=—flow oo triou, tut -~ ny vori.tlon. frve b onoorcouant Tod ln b a1ly
practice,

The pl oz of fin deine 1 boood upwe ta NV Ctmernt pro] cte both
must tu¥. intu focoount te oL RO .10 VT bl (1ni‘orm"tlon). [he
profit-bilaty, » ir ontod oo thoLurure low o trotit.e ona ot doepreclotion
fundgs o well o Otter towrco s S oodie D1l cul tinge rrom the ane ctnent
project 1o rooracd in s Circ1el ol ooroon utotne moin o loaontc,
The confrontotion o the.o  sum witn trne totnl neods obodunds Lnows how
much rmust b finapced frof, 1rtoITod @0urtoo ng oW Nueh {rom xtern-l
gourceg, [he jrvialins conaitions in te ©° pit- 1l morket, 1ntel ot rote oy
avail:bility, taoesl cioerte, = A contrisute toe tae tocluion to borrow
moncYe

[

The Ywro. 1w  xporlonce poa shown tht too grootest diflicultics do
not reside 1n the tormui tion of the pron, but an 1t implouentition,  The
repid structur-i chioages, too JUICK STOWin oL VIr1ous o ctors ~nd chinging
rela¥ions 1n the Yurosl'v o conotiy, .Coomp nled by lrequent tr nsformrtions
of the inctitution:l f{rom work, mok et soieul tlons very difficult,
and long t.rm projootion. - lmo.t arpeoaatl . Moroover, o tie {st
growth of tuo cconomy vl ooumpLiea by ntlotionary nroc Lo, riving
priceg ~na Incotii, £ ClUic novhoo ol beaoviowr L i1 reconumilc subgocts
were crentod, i the e tnat o cdeos toovornoanv R NS 2 SENOPRS CII ST (NS
profaitabl. arter ooor or Loos protrootod e ricd,

The Yugo.l-w - ntorurice. o aev oood o osbility of ~daptation,
They becnmn wied to unprocact.ilo GwitCawd Irom orn puurce of c.pital to
the othire FEven 1 lowg t oruainoscing th oy qulckly sdapled themoelves
$0 rw witurtions. e ir plone tee o cwr clhexdole, cgpecindly in the
time dimenslon, botn ol progecte nu ol lualo,

Novertholows, tie liaguidity probloo romiin.  uneolvede Too much
of short tLirm ronmy Y5 b «rnanvected 1Lt lon, tern uies, With the
liberation of daomrnd -ftor ti 1965 ko turey tne ke te refuscod to naccept
everythinge procducea, oo thnt the rreblon of anoold stecks arose, Much cf
the copitel woo cmploved o Sinones thons Stockce bt ontorprises
ingwrred loctes wnicr in tho firet yooro woro finnne.d through credits
glven upon soclal rd pulltlc;l iretieotions, 1n tae nope thot thesp
entorpriscs would oo 110r o thelr pesition wube quently.  wone of them
did, but 1in other cnson the o ritl v oatweovilized for o noruch longer time
than oxpoctede 1t 13 cngy tO Godued ot there wWow in fet no sdequate
plannin,s of short tornin: ds o1ther in the ontorprices or « lsuwhere,




s

cutty oricire g CLolnt e A ! SR S S .
oL the ntorprice o Ao vor, Wil o - LUy lee 1l ot

Reform, core Lomon*e ar v - v gl Y
preseriptionc, Toor ot ot L op g o1 S P G I FOR S
betw o n nlxlrwn g tanigw 1oy A y UTeLotoon PR
made obligs tory 1r viory ot opopg (g
for compun-d rosorve cnd i

[
»e
<
¢
-
-
p=
-
-
—

wWorken! coog [

F\ ts I
by
; .
i i

1

el UNT LY b nd . 1t won
once «ven prouveribod w0 Bhondl b b el oa oot Boot tie

funds,

IY} ti L‘ I‘iﬂ‘)yi “‘L‘ [ S :l. A R
Of coonomic flowi, rrice wor o 1oL Lo et ntorprg.
under contreol,

in tu.
~bandon. d,

RS SRR B T S SRR S 00) TR
EERAVETIRS AN 28 TE5 ¥ <1 N SUT IRl
the dopr ey tion -t . oo canoe - s Xibmam = ot
in vigour, th.ir . on.ne oine L or v ort ot TIL oL
from tllin, und.or R L A O L A S ST IS W AT,
in the nerke t), Gne ool

funds oi th

Llur, w
{ree b

ro&ul

. P

tivr oo b oroun

Lt Iroric. st ey

chooadla be gt
‘ff'&ll‘ Pl t"J.“ tis s

In principlo, srieo 1orr tion 1. 1: Diber l1wode hut
unsatlstretory CXpoerionce wiun Lrice reroco. oo ir o
prices (prodoman ntly thoo. o0 b oc1e 1t oo
most froquent wy o of control oono
enturpris o ot rot1ty crn enonen g
which thon hoo the puw ot P
Case O overnart o obedins il a4 on,

Cor Lo
075 B AVEREVT FORNS SN
bl

e
g Ini

Proft policeos oot

SRS NS S I ST D

the notion of wrorat oo v ot SRR UL b U
Cnterpril. o ryoto aXInLY U W@ in oot Lep i1 e
"materic1l" o xprnooo). T o Pl ot th Lo et b
INCOMCL (W g™ vy o hh 1o v ) vz o 2t L cowu. 1r o rat L

. A R N
Yugosl v t ormancloes)s  Thoi 1. oo wer bl S O T
the tnceme whicn 2. w VeIV Feoao ¥ Xt tdao W ol te oo o

CNWLrPpriloes t'Poi toa oo dddpedn o i
purson -l Inc oumes . LGmetero th.
Chanric lianes too » ey 1nte
productivity. [uw th jrota <
onc¢ vntorprise or b o very  f oo
incfficient whon judgod by 1t. ¢ -1t

TN LiCMite Ad tiny tus
Yironer 4 coliey ot

Tt

fo

.
o
topolic .

Jadytou Lor b doecun

O WY 10 e

PR
T S O o

eosr oauwidly

Sdeul ot
I fll]

L tion

Cbrogn b

LTSN 1 B I

tt oo
’ L

rntrele

-7

flon to

B I‘d,
At the

IU R A FUE )
A

tet 1
ooroearnid

ad, 1 the

trab.tinse
oo
swen Lo

ntorpri.o.,
Ao ot dlEe ot Lroentive o to

RN DRATS L‘, IYZX‘i IOV URNS F AT

leve 1s
ud v ry

H

i




PINANCIEG oF L RSN ;_‘ _;I::i":.-;;zkx./_iix
In Yuguoa vio, ~ . ir L0 The b oo 0unamle oy there o xivt only
threo poceibly oo choaunt oo 1in NOLL r.t.rprico e self-i'inoncing,

financing throw b ore g1t eyt Dper tlons, nd tin~ncing through
fisc~l chrnn lie  Sine 11 thre. cuct wlwnyse bo Procont in mogern
cconoml: oyt oo e terl g Cin acioa oSt 10 Goternlned by the
proportion cotibliohe o botvoon theo UL o cn nioize oo tne cepitalist
systenm i, Chr o wbiricou oy cie paoduinlil e of worket fan-ncing, and

the centr lly lonnot o totaciic porm ol ool liem by the prevelonce

of the fioe L o, Tho di:cusiior ol th eenorid Jinrneclng mechoanlsm
formo the {100t port of ta pro.ont o plira

The oubge cte whioh trx prrt e toe 1ol . cper tlonn glving or
taking fund:s re oy ye ot ot Entorprle oy Ir¢ividucl Porsona and
the Stati . bBne rad oths finreisl wnstitutions ploy the role of
intormedispics, col!ootin lunde wWhels ‘v.1lbl. -nd 1loucnting them
where no ded,  The Gome b Joets ppenroon the cupply ~nd the demond side
in firnncial trone ctions, but 1 diftoront proportlotice Thercfore, there
are not borrow. re cra not loraoro, wwoch continue to be so for o longer
perkod of tire . In cdnoct ovory cownitry («xcopt zn the must developed
USA +»nd Uk) the ontoropric o o> Luys not worrov rs, =0 tant thc
whol. fin nci+l systom sooac to be orgonlzed in ord.r to finance their
need of crpit.l.

In tin-acang the - nterprise s, V-Ilous sources cumblne or compete

betwe. n themse 1vise It 1o the purpusc of the socond part of this chepter
to discusy the pusition of v ry source of finmncing Yugosl.av cnterprises,

le The gooner Lotachona.n ot finoneing

In opder to sroviae the dimoncion: ot the volume of financinl
transactions in Yugoulovi o, tue bl 1, h-o boon compileds

m. 1} 1
i hioa )

don=..n Jiclid od fin a1l d mon-tory flows

In millicn danars

L6] 196
Non-finrncinl flows J6:,212 445,442
Finoncial flows 4..798 644256
Sclf=fin r.cing <T,071 33,010
Percentrg. ol tinmcinl to

non-finmncinl [lows Y9d,. 13,%
Percentige o o lf=rinnneial to
non-{in:ncinl {lowsz 59 Fe T 4%

Source: N-tion~l dnk oi Yugeslovia Annual Reports 1967 «nd 1968,
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The srowih -1 ancwetricoo, nue. v .r, ‘nu to iroincrooging anter-
rel tione rnd curbinct ¢ e nonesclty te gocoentrnlisc
investment 4. Cclsionh. boC we fno o Neor W oE not kbl to groep o1l the
opportunitice ~t ti micru-=lovii.  Ln prugTony 7 workera' oo1lf-
guvernmy rt oinciug @ orolangs rawiors oI pireons inte these de ~1ilene,
All this t nded to noGily correoperainely teo fincrel d cycteme In
the farst ploce T Invectoont Iwia G Wraoow o an voldume for
the growings noode for o 1o 1o th ont rnrace s, ;-‘,a“timrmor‘., the
investmont eritorl 4o in D19Caa Linncing ol ben wel NGGG apon

non=« CoNCilc Cur i T otiony, con Tl Gpuro Compronlitor b tween v.rious
puvlitic .l or rgin L torocy The o eritoriun ot il "'th revs WiG much
toc often nocloctia, ot !

(frcqucntly grocter tor oW a)ane porloto mke tlelr woy in

non—-sheltoered mrroct orrore ure 1t uoo o coily oeognicog thet the same
crpitel could b wore pro 1t blr ouood 1T tle c¥oten Wers Chngode

The cuct ol o it l aa otier ~ongitliin. cosoa fron the burrowers
by the Lt-t, werce an vy ooooodunt wnitoront fronoorxkct prices oand
conditione, ~rnd wew l:iy otaore GV LT oW IuT toe rotlplent of the
capitrl., Conicguently, prog.ots wnicoh by normel ot rndsras woer. 1nopera—
tive recelvea noer=déooorvea priority, alvtertinge the inuwstranl structure
and burd.ning the tuture gerer tion: wWiw, nen v1ttle foctories,

b

Those woere the reacore for s bolichines the aner: il 'nd Luczl
investinent funus. Thelir copit -l tr netored te to banks. The idea
at th:t time v o to ~brncoen completoly too tyeton ot fintnce tareugh
those tunds, Their h-ndding over 1o . brrkeo « o thowrht to -nnble their
grodusl tronstornstion arto b nrur‘* ¢ llinle  Hiwever, tiint transformation
proved irpocuible i the MDute" romcanoa gps f1fic torm of sodialiet
copitnl ircdeguntoly outl currorntsy norea "sctot ocor1td"™ in Yueoslovia,

A very ulgh prevertion ofothlr oeoc in o A TG - ngEea 1n vorious
projoects which wer- not v ornincotoa ot the sorent o theoar trensfor to

the bonkoe The roprynmnte of cla rodnvertnents wore wotormined by
condition:s nua pricos prevalling: oorc oo, Tho vroccaurs t ubtoiln such
funds ditivrd fren the acw Ll woye L1 corElrc Doy e jito 1l oan the morkete
All this tornaeaw to oo st e opecltie chrroter ol thesce fundse. On
the other trnd, the Severnmend LocGed tunas for cpc1fic purpusess:
Investmente 1n WnaePacv@soped wrlPltorles, P IH1Cl] t1on 1n Lugi prujects
which wWere not swdiac. ntiy 1t S Live t. %@ 1nvestors (1r1‘1g‘;t1un
schumes, Iiver du wy 1l g
repayments on interrnntion

-

Il

e

CrLoSting, nagnwey ulldine, te, ) or
1 -ns.

The growtn ol npertine oo tuery,non=ilic'l noch risms of
financo, vieakle Irool ot Tob Cey 1o HoveVr LCtivotod not oniy by

the doelaberate bolivrans f anveitient funas,  The m~rket mech-nism
adépted 1n cthor ri.lac of tno Twoolow ooconemy impoeed 1teclf in the
finonelid Tvla tooe Trer 1o no aoudbt ot Sinoneing tare ugh the market
mech ilom r;nl"r;: #one peeviellits Tiroowp nolon. 1P th o nterpriscs
Were conotroanee o o oonay l:‘-i;r.'nﬁ‘mef Jrote Ciaccl wmochanilsm m,
thelr growth o ula b bvicucly g0 1ler, then o they coula rly

.i -

P

un
capltel orfirea oy oth Tooteneric supgocts through tne capital market.
From the neero=repect tharot o othe faman roosen for QLV&.linng financial

markets 15 thot they -noble o faster growth of the 2COnUMY o
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The mork b ooneuro o rootop o opilis el - Tl ocawe, 1t i
clso viory cotflcient v 440 o tilis 11r LT Burs o ctet L cin v,
Furthermore g Lo IKob L S LI RS OIS o) S N 5 IOt L Lt 14

most rotion ol usces. Tho Lairorol ol S5 QRS S S N
geunoric roele o rotior lizor ot tr. LR S N S N
Yugesl-wvin the morkct imnoeod tie t1in rei . tloclpiane ot -4l trticipints
and tend @ to correct th otaist koo nooo oain Lio Investront coliey of th
previous n riod, '
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Hovcver in Jdove lopines Courtra o, 0 owiach Yeew ol vl i o
porticul-rly wult blc ex mpl-, the tiroye1 1 SRS S A T S B N A
cntPty tonds t. b Wicer=ugivalop . Thor ooyt or o, eonore,

X ,
suCl-1l “nc puelitio 1, wuoleo o tot S B S N N T crooteon
officient tinrncy-l svat ome  Inort1 o) Sttitua, na o to troaning: -nd

lock of ckilil e clow AL e Tar r tilloon o
defificiencice i the Ywoo.l v ool 1o- Jinoneine but osinoe tne B forn
of 1965 the jyrocose o1 1ts L rloetaorn 1o fJinv e w0me lroneio ]
strumenits 1o l-ceking (thoo- . VLT Te aneer o tible with
the sclf-rovernuert of o011 1ist PR NN 15 Th IR I 7gv Lonig: LXRet 1.1t
d.viloped,  Thero otil! cxiote o v ore. ty o linonel 1oanctitutioan which
18 o s.Tious orwbaChk Lor trne aro.th unctionin cUotinirer lowork to,
Seme rol tiong betwe oy ovorroL . Qoge ote 1t Sinonecrsl rf1eld v wlow
in their new definition, 1 ,y;ly Leoanvtitatoen Iy o100 rron 4 e
in the ola systom, Cre ctrixin. XonpdooIootn aoortior. ot bones nd
their vl tions t th Lt oreri. o onL ol o4 LCOINLETIT IV Dol O,
Another coxongole 18 the o+ oo U iudly ool o Plon oot anuaviduid
Savers  in the finfrel 1 owrecte Thoiro, ronin, 1n4ydrcirjch ToRes 1t

linperstive to solve thi: prot. o fTUlCK1lY.
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2e BDOUrCLE 1 11N 2Ce

A. Dumcstic S.wroo s

The gure ctle 11N re1 d cources ST fror the some subge ets, doscribed
~boves  The Twsroulay wntorpriscs &t thelr *1n.nolna- (1) frem thoar
own accunul-tion, (o) from otier . nt rprivee, {3 from the b “nKe,
(4) rrom 1nu1v1uu 4 osavers ana (%) fror Ltoto anvestoaent fund.:y The
relotive import-nee of el ol tre e Cor b o Lo 1r Tble 3.

Regie 1 choreie 1n th Ctruct + 1 finncing Ywrool v o onterprises
occurr.d in lony tert loong, ith tL, Shilt Irow 8t 4o invostient {funds to
bBark lorns,

(1) self-kun ricing

Self=lin reine 15 sortimes convicor o d @ g being wutcide th proper
fantneinl syioro, bectUse taoTo 1@ o troraoction beotwe . n two fuby cts,
But tne Yrosiov (xperionce snowe th t it 12 rweh ror. sppertun. to
ircluue 1t in tne fincncicl syetome Tao decloion of th ‘rteryriae tu
invest proper funcs chould beodotorodrea -, much e peioibl. oan the
Sane wiy o nothe deelsion toe anveet oberr.w.d ron oy, An rtorprig te
CRIt.rl. " uf cuuloo 1oeBE SV oL o irvootin, wur oo pxt o, but o
comprriver (~t lonet) witn ta sitw tlon 2w conuitiong ir the fincnea-l
mrRet 1€ vesentinl to tne rotien 1 1nvestont pulzazy,
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Substrnti-lly self-rin rcine nd .xtorntl finneing “To
complument-ry ~nd 1t w-ae 1mpucsible to et n coptimel rote of
gelf-fin-ncing ir Yugusl-vi, In the « rlicr puried of cuntr-l
donning when tho orterprice woos not “llowed to dispese with 1ts
accumul~tiun, the roto of colf=fin nclne woh.s dministrotively defined,
But now, th. Yusowl v onterprisc 1o fr t. oot tiie properticn boiwecn
internl -nd - xternsl fin ncinge wccoralnyg to 1to own ccenumlc 1ntereste
The Plar or the- overps nt o« tormo o intervenins 1r thie f1clu.

Ther. ar‘_yf gororsl rules tooovhets the tequocy wfor rote of
gself-fin ncing. Tuiosl-y ontororic W ne suchi experl . nci, olnce
the choice 1. 1.1t to viory .an.l f1ri, wny vrinbles miluence the
rote. FPirot of 11, the roto oteing - rocult of twe olomonts, 1t
moailfiction oon be xnl ined by the dynowics o8 ceh of thome Sooan
increascd sboohite cwn o8 oo lf=i1nvestod [unas cowld in toet represent a
lower rote 1f tho tot-d iin neing rose by o hlgher percantog. On the
other hind, = hyrner rote o o If=invertoent 1 froquerntly duc te a
£211 1n total finsnecir-d cctivitios o0 th onterprico,

[urther, the chenges in tae rote o be portly oxploinod with
frequent meditientionge of tae inctitutionsl wd 1og oo fromow.rke  The
behaviour of ti rotes con -lso be - xploined by ch ng. ¢ in business
activity., Thic 1@ porticul:rly the ¢ o witn the T tes since 1965 which
do rdflect more the Leveld of mmvestrante then the cccowaul tior 1tsclf,

It is thorofore wvisable to 1ntorpr to thne ratec with roocrve nd to
walt for nore oxp rience in order to wove colid conclusgiens tbout the
impurtinec of self-tirn mcing,

The tendoncy to irere s the rote of solf=fan-rneing visible in
many enterpriases in Ywesoslovis on be cxpl-anca, monge otier things, by
the difficultico in obtiining sy ~nd che p 1o ns trom thoe bankse A
nigh rote ot Celt-fi1r neing leods to v tor independences 7o oon
cnterprise, own cinitol may soon chenper then the borrow.a onee Al though
this nay br on cervoncous c-dcultion, 11 10 coton the primc motive.

l/ The rite o6 coelf=tinsncing con b d- Jined o8 the perconicge coverage
of yuorly investmerts (in cnpltsl scovodc nd stecks,) by proper accu-
mulntion (yuarly inerens s of =1l ¢ pit-l accounts plug acvprecciction
fund). Thic r-tio in the last deende moved in the following way:

1058 5% 1964 3%
1959 435 1965 86
1960 669 1966 67%
1961 605 1967 60%
1962 5T5- 1968 T0%
1963 464

Source: National Bank of Yuguslovin, annucl Reports 1966, 1967, 1968,

The ratio differs fruom the percentrye ziven in Toble 3. but
lcads tu the soame cunclusiongs,




Furthermore, - high r-t. o; . ] P=firrrcin 1 ;
gutting lunc trum th. b rg., fnor t.r NI

Lohod . Lo=ilr roang:
can «nslly brinmg: ~buut  more o tr o frogertion ] ponoLon cte  or

stimul-ting the rreuwmal 41v - OOttty oo ,
h-vi boon notiv 1o d by vl o~ iqn PP T N S
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finencirg ro ot Foge o R S N S L BT B I 1
Ystens crd wito the Loxeo, o0 g ST b o,
The creners ! polics Pallioaun Y L v e G,
creater - filcioncy of dnve it oo oy e oo tioa Lo S SR
48 2 LlfEn ol ouecoTs 0 n ot Yo L oot e Croaen |

neomes Wore not unculy oo v, FER S FE
form tivn in the .ong NEAI S BRI et P ;
niely not be rorgouin Lk R ! PR S XS TS IS I S 1t
grinter copit 1 osursly ter Wl VAN

(11) Lecns aroe oy Pnt rora s
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Aoovnulaer el pert 0 b ptet, pre/ Hlonear,s 1oorovadod by
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luorms from tho r ont AT R SR S SR C AR ST I Tl b b

stonticdl smeunte in o I (N L 0% e AP YU aite v ert 4 onorn 1
busin-.e. proctic. nd theoar St damert g, Notooantorirot g o
~oslgn of 1iberolicod behovio oo g I (S T O Y Iy il Ivcent
yenrs in Ywesuolovi o thie -opr oo, R LA U5 E P S T § 0V C AU T DUPTY
in port = tre cono U N I 1rr ta - I ST S A R Y Loy ot rprle o,
Theco crourte 1 o5jon jeently Lo el D 1owaa: Lew b the Lorr e r,

In suchi civv thir W o1 tip involartrd tar o dn bty gk | SO LS SR
Vorlous mocouros wore oo stk oron lve ot O U S SO SO0 o

Liquidity (vepe ¢l rire v o1 ooy Poyoslaedondne v b couet e gup ),
put the troditioncl rotrureont o or.o-g Leleo wen ol b Wit the b onk

wWhaooelow e odove Py, TR 1ok SR SR RAT S0 N NS S TL IR TR 1t
peesible to cuch ot ruLrlo b Voeod Lo cuntroae 0 b o rke t re chenlom

and 16 INtroduce orove . oxee . el tnt th VL orool b v ot g v,
It is ther. t ro noc OISt teve bor e b Ln e it ub e ald

glorantee roticn 1obonwlo e Lotk oo 1o berrocin o g londine 1

Fintncing long toreoanvootn o to b b Foonterprie a0 xAr o ly
rare 1n Yugool wis crtil quit roc pliye oo ons L dnib s aciaiav ly
in the nutitutionnl wystome LU oo omly oun o oo o g | PR RS ¥
particul r tourn of joint vonour . wv Lorone W tn oo oo

Phe flurce an Tebl 3, o uob L rtororls 00 n ot oue tunds
of indiviaunl savere jor the ir tir nelncte T 0 Vg Lloindividuw ]
persons, sltnough crowing 1. volun g Aot ne o, o%1ly ciranne Led
through the brrking SYEteme dn Lot 1Rt ot ey o dret e whe ro
oW blg ontorprisis tricd to sont oot fia raaview L ovor dir ntly,  This
2ction is still olng on g e roLult. Lot ot Kaswn., Thio 1

[

nevertheloess 0 s1em or - now trond 1y S (U8 PO

o

L/ Very 1attle of suck Sreclt were long=torr,




(II1) ot-t. Inveotmont cande

Vot ont b 1o ot tirnoneiny (the emrlicr ciscussed 1nvestuent

funas) ¢+ w1l oo oo s oan Tobls 3. chol ureo tle uecline from
1964 wnw oo, watn ot an t1on ot : ; iinnoing long
term inve@iror e o s o o T hele om, this

GLUlce L Pin nolngt o Vo Ve Lo e ooon bt

FCC BE L Lb s o v ooy L g & Vet slovit ),

Thi: 1o oo v oo tothe wnuw ibyoon s i trom such
funds .r b ¢ w1+ cier oconciter.o, ndoorootr ctdity tarn
provoiline - Loowhorog or oven Lo b e Dot thel ateTprive s Were
for - lon, tim o coocctoned to o o caministrotive outhoritices tor
0N e

(1v) Bk Lorns

Up t 4C, ot <1l e ritel ‘both chort ond long term) cumes from
bnk lowse. Snort trm ione aov. o tenacney te orow both in volume ond
in prreentoe o the totol, irote oot ton o yeerc,. Tie rolrtive
gerrelty of llaquid funds rd tne conct ntly o rewdne wenind for iinmneing
eresitee - satuttion wher  avrt tor crocit. o weed roginrneing a
serles i nesde o th R TR BN Ponoin tron reTnency wtoperop
tir-necin:, vtr1yont o tereo anves b vte. wnurt tore moncy weo thus
often are s | Caadir tior. e Moeulear ot ooy tho b thore
wo e the < orgm v thot oome or b oerotortions o ouia rosult 1f thico wituatlon
losted or Loy orinde 1o b cu oeoordingly to tne mnrket
sltustion In wnlon rorey W oo o0 oo, ourooortr otooteroet crpltnl they
offerce vory oG oonea1t e vore, tiy ntetoa furoigr brnke Lr
cther £irn rnel 5 o e o s tie tricd to bt oan o1 rocroul bt rrom thoe
Neticn~d U onke oo Lo e taorrics o 0ot orose, putting the
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