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ABSTRACT

This paper examines the sensitivity of salaries and retained earnings to enterprise
income and long-term financial obligations in Yugoslav firms operating in five industries in
the republic of Slovenia during the period 1979-1981. The majority of enterprises appears
to retain sufficient earnings, as a result of upper limits on salaries, to cover long-term debt
repayments. Yet, there is evidence that debt obligations impose downward pressure on the
salaries of some enterprises in three of the industries. There also appear to exist several
enterprises in two of the industries with "soft budget contraints."
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1. Introduction

Interest in the behavior of labor-managed firms (LMFs) has generated a

voluminous body of theoretical literature, yet relatively few empirical stud-

ies exist. Much of the attention on LMFs has focused on the feature that

salaries may be modelled as an outcome of production rather than as a cost

established before production begins. The most commonly employed model (that

of Ward-Vanek) treats salaries as a residual of enterprise revenues after

payment of non-labor costs, which normally include a rental payment for

capital.

In reality LMFs do not rent their capital, nor are they able to exter-

nally finance all of their investments.1 Retained earnings are an important

component of investment finance. The significance of retained earnings

implies that an empirically relevant model of the LMF must incorporate the

explicit choice between salaries and retained earnings.

Several authors have considered this choice. One of the theoretical

issues raised in discussions of the ,salary-retained earnings tradeoff in

Yugoslav self-managed enterprises (SMEs) is the potential bias of workers

against saving in the enterprise, due to the absence of individual ownership

rights on capital. (See Furubotn [(1974), (1976), (1980)], Furubotn and

Pejovich (1970), Jensen and Meckling (1979) and Stephen (1980).) Workers have

the right of distribution of the benefits of capital while they are with the

firm, but they forfeit this right upon leaving the firm. As a consequence,

workers sacrifice the principal remaining on any portion of self-financed

investment at the time of their departure.

'While Yugoslav LMFs did rent their capital at the time of Ward's (1958)
initial formulation of the model, they now finance investment through a com-
bination of external finance and own funds. Credit-rationing practices by
banks often require firms to supply substantial quantities of own funds to
obtain credit. This practice is also frequent with labor-managed or coopera-
tive firms in the West.



While the absence of capital ownership rights might lead one to predict

lower savings rates for Yugoslav firms than for firms in other countries,

casual observation does not affirm the intuition. One likely explanation is

that the influence of external factors, such as upper-bound constraints on

salaries and rules of credit rationing, induce saving that might otherwise not

be forthcoming in these firms.2

This paper reports the results of an empirical study of salaries and

retained earnings in Yugoslav firms operating in five industries in the repub-

lic of Slovenia during the period 1979-1981. The estimation framework is

based upon a theoretical analysis of financial decisions in Yugoslav SMEs,

given current financial and regulatory institutions. Two issues addressed by

the study are the influence of financial variables on salary payments and the

division of enterprise savings into funds for productive and nonproductive

investment. The latter issue reflects the feature that workers in Yugoslav

SMEs decide not only upon the division of enterprise income into salaries and

retained earnings but also upon the division of retained earnings into funds

for business investment and funds for the provision of nonpecuniary benefits

to workers.

The paper is organized as follows. Section 2 describes institutions in

Yugoslavia that influence the financial decisions of firms. Section 3 moti-

vates the hypotheses to be tested and presents the estimating framework.

Section 4 discusses the data employed in the estimation. Section 5 presents

the empirical results. Section 6 offers concluding remarks.

2See Tyson (1977a, 1977b, 1980) and Mitchell (1986) for discussions of these
factors.
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2. Institutional background

Workers in Yugoslav SMEs may allocate net enterprise income, or

"profits,"3 into four funds: 1) the personal incomes (PI) fund, used to pay

salaries; 2) the business accumulation fund, used to finance enterprise

investment and to repay the principal on bank loans;4 3) the collective con-

sumption (CC) fund used to provide nonpecuniary benefits; 4) the reserve fund,

used as a source of liquidity during periods of temporary financial difficulty.

One of the principal uses of the reserve fund is the payment of legally

guaranteed minimum salaries. If an enterprise earns insufficient profits to

pay its workers the minimum level of salaries, it draws resources from the

reserve fund to meet this obligation.5 The enterprise's contribution to the

reserve fund is legally mandated; therefore, it is not a choice variable of

the workers. Contributions to the remaining three funds are choice variables,

although there exist upper limits, and legally guaranteed minimum salaries

force a minimum contribution to the PI fund.

The CC fund provides a number of benefits to workers, of which the most

common are the provision of food services within firms, access to enterprise-

owned housing, supply of consumer credit for housing at subsidized rates, and

access to vacation facilities. While all enterprises are required by law to

provide a hot meal for workers, most contributions to CC funds are voluntary.

Several factors suggest that the option of using enterprise savings for

the purpose of CC may further exacerbate the bias, discussed above, against

self-financing investment in the SME. Returns to investment in CC may be less

3This paper employs the two terms synonymously.

4The interest on bank loans is one of the "costs" deducted from revenues to
arrive at the quantity, net enterprise income.

5If the funds in the enterprise's reserve fund are insufficient, then the
enterprise may draw from a republican level reserve fund.
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variable and the gestation period shorter than that for productive assets.

Investment in CC may also be more reversible. Evidence presented below,

however, suggests the existence of upper limits on contributions to CC funds

in Yugoslav SMEs.

The use of the business accumulation fund not only to finance new invest-

ment but also to repay bank credit creates the possibility of two differing

outcomes. On the one hand, the obligation of current or future credit repay-

ments may be great enough to impose limits on contributions to other funds in

any given period. On the other hand, firms may default on their principal

repayments if enterprise income is insufficient to permit both the payment of

maximum allowed salaries and large enough contributions to the business accum-

ulation fund to cover the credit repayments. Which outcome occurs more often

in practice depends upon the nature of the firm's financial constraints. As

is discussed below, each outcome appears to occur among enterprises in the

industries examined.

Conjectures regarding savings versus salaries in the SME are, to a cer-

tain extent, dependent upon the theoretical model applied to the SME. While

Ward's static model postulated the maximization of enterprise income per

worker, Horvat (1967, 1975) offered an institutional model whereby workers set

target salary levels (defined by w + Aw, where w is the salary in the previous

period) before the period begins. In Ward's model salaries are a residual; in

Horvat's, accumulation is the residual.

In subsequent years other Yugoslav economists have formulated their own

institutional appraisals, based upon recent Yugoslav experience, of enterprise

objectives. Three such evaluations are the following:6 1) Yugoslav firms

operate under "soft budget constraints";7 the larger the firm, the softer the

&These opinions were expressed in oral discussions.

7The meaning of this term is discussed below.

,a



constraint; 2) Yugoslav firms maximize current (one-period) salaries per

worker, subject to prevailing personal incomes constraints. Time horizons are

short, despite workers' possible long tenures with the firm, due to the high

degree of uncertainty regarding future prices, policies, and regulations

affecting the firm; 3) In recent years financial obligations and regulations

on accumulation have attained such a magnitude that very little discretionary

funds are left to the firm for the payment of salaries and contributions to

CC.

The various hypotheses and models yield varying implications for firm

financial decisions. For example, Horvat's model should be formally treated

in a world of uncertainty or in a multi-period model in order to distinguish

it from Ward's model, since if workers know profits with certainty and are

acting in their own interests, they will set target salaries so as to equal

current profits per worker.

The term "soft budget constraint" originated with Kornai (1980) and

refers to a situation where an enterprise may condition its actions on factors

other than those guaranteeing a strict relationship between expenditures and

earnings, since help from the State will be available to some extent if finan-

cial problems arise.8 The firm may be allowed to relax particular financial

obligations without suffering the consequences that firms with "hard" budget

constraints would incur. General examples of soft budget constraints in

Yugoslavia are the reporting of persistent losses by some enterprises, the

granting of subsidies or credits to firms in financial difficulty, the growth

of inter-enterprise trade credit, the conversion of short-term to long-term

debt, and the virtual absence of bankruptcy. An example of a soft budget

8For additional discussion of the meaning and significance of soft budget
constraints see Gomulka (1985) and Kornai (1985, 1986).
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constraint analysed in this paper is the occurrence of overdue principal

payments on long-term bank credit.

One of the purposes of the estimation reported here is to test hypotheses

concerning relationships between financial variables and salary payments

generated by a model of the Yugoslav SME incorporating prominent features of

the Yugoslav regulatory environment. In related work (Mitchell 1986, 1987) I

analyze a two-period model of salary, investment, and investment finance

decisions of a Yugoslav SME facing upper limits on salaries, guaranteed mini-

mum salaries, a credit-rationing constraint, and price regulation (incorpor-

ated via the assumption of price uncertainty). Section 3 summarizes some of

the results of this model in order to motivate the estimation.

The nature of prevailing salary constraints is tied to the ideology of

Yugoslav self management socialism. Although workers in SMEs may, in theory,

choose the levels of their salaries, they are exhorted to do so in a manner

consistent with the principle of "pay according to work." The fundamental

importance of this principle — juxtaposed with the inadequacy of labor and

capital markets, at their current stages of development, to reduce inter-

sectoral and intra-sectoral enterprise income disparities — has created

persistent tension between government officials and enterprises. Instruments

of direct regulation of enterprise incomes are limited due to the antipathy

for central planning that is also central to the ideology of self management.

Yet, the distribution of income arising from a laissez-faire system is judged

to be inconsistent with the principle of pay according to work.

The solution that Yugoslav lawmakers have devised is one of the signing

of contracts, termed self-management agreements (SMAs), between enterprises

within an industry or branch or between divisions of an enterprise to estab-

lish, among other things, rules for intra-firm distribution of enterprise

income.
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Although firms are pressured to establish SMAs on income generation and

distribution, they are accorded great latitude in determining the formulas by

which income will be distributed within the enterprise. This latitude renders

the modeling of constraints on income distribution in Yugoslav enterprises

extremely difficult. As a result, the estimation of this paper employs simple

personal income (PI) constraints. The idea is to explore the effect of a PI

constraint upon enterprise decisions in light of other aspects of the Yugoslav

environment.

The rationing of credit in Yugoslavia has occurred largely as a conse-

quence of economic policies pursued from 1965 through the late 1970's. One

such policy was the holding of nominal interest rates constant despite a

constantly rising rate of inflation. The persistence of negative real inter-

est rates created an excess demand for credit to which banks responded by

instituting practices of credit rationing.

These practices include requiring borrowing firms to hold deposits at the

lending bank; allocating credit according to a list of priority characteris-

tics of projects (e.g., priority is given to promotion of exports, to develop-

ment of agricultural products, and to import substitution); requiring firms to

match the allocation of credit with a certain proportion of their own funds;

and allocating credit on the basis of political influence.

The rule of credit rationing employed for the purposes of this paper is

one requiring firms to finance a minimum proportion of investment with

retained earnings. A rule of this type was in use by a prominent bank in

Slovenia in 1984; the average proportion of self finance required for a given

project was forty percent, in contrast to a requirement of twenty percent ten

years earlier.9 It is also interesting to note that one of the recommenda-

tions made in a report by Yugoslavia's Commission for Problems of Economic

9This information was communicated to me in a discussion with a bank official.
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Stabilization in 1983 for improving capital markets was to require partial

self-financing as a requirement of all investments (Burkett, 1984).

3. Salary-saving relationships and testable hypotheses

The results of the two-period theoretical model of the SME, augmented by

the financial institutions discussed above, show that for a given output price

workers prefer credit finance, over a certain range of investment, to self

finance obtained by paying less than maximum salaries. Nevertheless, workers

may willingly lower their salaries below the upper limit in response to other

financial constraints.

One condition that may cause a firm to pay less than maximum salaries is

a binding credit-rationing constraint that requires the firm to supply addi-

tional self finance in order to acquire additional credit. A second condition

is one where loan repayments in the future period would require that workers

receive less than maximum salaries in that period in order to generate suffi-

cient contributions to the business accumulation fund to cover the loan repay-

ments. Knowledge that a part of allowable salaries in the future will be used

for the repayment of bank credit affects the current relative marginal costs

of credit and self finance. The cost of self finance becomes cheaper than

that of credit, and workers may lower their current salaries below the allowed

maximum in order to provide more self finance for current investment.

A final situation in which SMEs may pay less than maximum salaries is one

in which loan repayment obligations in the current period require that workers

sacrifice a portion of current salaries in order to cover these obligations.

I refer to this situation as one of a binding enterprise budget (EB) con-

straint; the firm must ensure that its financial obligations are covered

before it pays salaries. The latter two situations in which workers may
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receive less than maximum allowed salaries, then, may be described, respec-

tively, as situations of binding future and current EB constraints.

One may classify the possible optima enumerated in the theoretical analy-

sis by the combinations of constraints binding at the optimum. Which con-

figurations actually occur is an empirical question addressed here. I

attempt, in the estimation presented below, to detect the existence of binding

liquidity constraints, relating either to the acquisition or repayment of

credit, that motivate or force some firms within a given industry to pay less

than the maximum allowed salaries.

The problem of detecting the existence of binding liquidity constraints

and their effects upon salaries in individual firms resembles the problem of

determining if personal consumption is sensitive to individual liquidity

constraints. Several authors have recently addressed the latter question and

have employed a variety of empirical techniques with data on consumption in

the U.S. to yield responses.10 One of the techniques that has been employed

is to use the first-order condition (F.O.C.) of the consumer's maximization

problem, or the Euler equation, as the equation for estimation. This equa-

tion, written in terms of marginal utilities of present and future consump-

tion, lends itself to empirical estimation, provided one is willing to assume

a particular utility function.

Examination of the F.O.C. of the model for the SME reveals that employing

this approach with the current problem would involve estimating equations that

require knowledge of particular forms Of production functions, of interest

rates, and of depreciation rates for each of the five industries in the sam-

ple. This information is not available in the data used for this study;

therefore, the attempt here to ascertain the sensitivity of salaries to

1°See Hayashi (1985) for a survey of the recent literature.
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liquidity constraints in Yugoslav firms is based upon equations other than

those of the F.O.C.

Under the assumption that the theoretical model discussed above is the

true one, personal incomes (PI) constraints are binding whenever CR or EB

constraints are not binding. In particular, we can identify four possible

"regimes": 1) binding PI constraint, 2) binding CR constraint; 3) binding

future EB constraint; 4) binding current EB constraint.

The existence of multiple regimes suggests the possibility of identifica-

tion of these regimes via the technique of switching regressions. Several

factors, however, argue against employing such a technique. First, the points

of switch between regimes must be considered as endogenous, since the switch-

ing rules are unknown and vary by enterprise. Estimation of switching regres-

sions is most difficult when the switching rule is unspecified; estimation

frequently results in wide variation in the maximum likelihood estimates from

different starting points or in the absence of convergence to a maximum.

Second, while it is theoretically possible to estimate the parameters of three

or more regimes, in practice the technique has only been employed with two.

The use of switching regressions is, therefore, beyond the scope of this

paper.

Of more immediate interest than obtaining maximum likelihood estimates of

parameters representing a particular regime is simply determining whether

there exist firms within a given industry whose salaries appear to be sensi-

tive to binding credit rationing or EB constraints. I attempt to ascertain

this as follows. Rather than estimating equations for each "regime" separ-

ately, I estimate a single equation that allows the parameters to vary by

enterprise. The estimating equation is

w. = + p(PRit. )PRit . + y(-)zit . + + e.it it it (1)
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•....

where

i = subscript for enterprise within a given industry

t = year

wit = 
per worker salaries

PRit = per worker net enterprise income ("profit")

p(PRit) = a function representing the personal incomes (salary) rule

zit 
= financial variable(s) influential in salary payments when current

EB constraints are binding

sit 
= variable(s) influential in salary payments when credit-rationing or

future EB constraints are binding.

Eqn. (1) is designed to reflect, to the extent possible, the characteristics

that firms would like to pay maximum salaries as dictated by the PI constraint

and that any firm that pays less than maximum salaries will be influenced by z

or s. The assumption is that y and ri represent deviations from the PI con-

straint; therefore, they should exert downward pressure on salaries.

The term p(PRit) is written in a general functional form to reflect the

absence of a unique a priori candidate for the PI rule. The candidates tested

in the actual estimation included the following cases: p is a constant coef-

ficient of PR; p includes a constant coefficient and a quadratic term in

profits; p is a function of lagged profits; and p is a function of current

profits relative to some norm, such as average profits in the industry. The

version employed in the estimation reported below is that of a constant coef-

ficient and a quadratic term.

The variables included in the function y in Eqn. (1) are associated with

the current EB constraint while those included in n may be indicative of

either binding CR or future EB constraints. The variables available to cap-
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ture the latter two constraints do not permit distinction between them.

Section 5 discusses the actual variables employed in the estimation.

The principal drawback to the estimation of Eqn. (1) is that it impli-

citly supposes that credit-rationing and EB constraints always exert an effect,

however small, on the payment of salaries as defined by PI constraints. Due

to the assumption of continuity between regimes, the procedure does not allow

for the estimation of threshold values of variables z and s, below which no

enterprise is affected by either of these constraints. Section 5 presents

some methods, albeit ad hoc, for determining the existence of threshold values.

4. Data

The data used in the estimation consist of financial variables from the

balance sheets (zavrsni racuni) of enterprises in the industries of machine-

building, construction materials, final wood products, final textile products,

and beverages in the republic of Slovenia for the years 1979-1981. Interpre-

tation of results obtained from enterprise-level data in Yugoslavia poses

problems, however, and merits discussion.

The 1974 constitution, in addition to establishing a system of planning

via social contracts, redefined the structure of the Yugoslav enterprise.

SMEs are now organized according to the following design: the Basic Organiza-

tion of Associated Labor (BOAL) constitutes the most basic economic unit and

controls, in theory, the distribution of its own income. Workers in a BOAL

have the authority to decide upon the allocation of the BOAL's income into the

various enterprise funds; hence, they may make investment decisions for this

organization. A combination of BOALs comprises an Organization of Associated

Labor (OAL), which appears to correspond to the capitalist enterprise.11

IIA BOAL may de defined as any unit whose output may be evaluated in market
terms. In many industries BOALs correspond to the shop or plant level.

_

...

,.
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While a BOAL is defined as a unit whose results of work can be expressed

in value terms, the actual division of an enterprise (OAL) into BOALs may

occur along product, functional, or geographical lines. For example, a chain

of fifty-two hotels in Montenegro is organized into eighteen divisions cor-

responding to geographical regions (Sacks, 1983). Sacks also cites examples

of two shoe firms, one of which is composed of BOALs producing particular

shoes, while the other contains a BOAL for uppers, a BOAL for soles, and a

third for sewing the two together. In Slovenia a particular beer brewery

originally established BOALs along geographical lines, then later reorganized

on a functional basis.

An aggregation of OALs forms yet a third economic unit, the Composite

Organization of Associated Labor (COAL). The exact nature of a COAL appears

to depend upon the COAL. A survey of 147 OALs, of which 51 where members of

COALs, indicated that the cohesiveness of the union of OALs varied from organ-

ization to organization (Prasnikar, 1983). Prasnikar found that COALS in

certain regions tended to function as one enterprise, while those of other

republics were more loosely integrated. The motivation of formation of a COAL

-- political or economic -- also influenced the functioning of the COAL.12

In 1982 the structure of economic organizations in Yugoslavia was as

follows:

Type Number

BOAL 20,935
OAL without BOALs 13,929
OAL with BOALs 4,427
COAL 424

Source: Statisticki Godnisnjak

12For thorough discussions of the organization and funding of Yugoslav enter-
prises see Prasnikar and Svejnar (1987) and Schrenk (1981).
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While each BOAL is associated with a parent OAL, a given OAL may possess

several BOALs or none at all. Each OAL, however, is not necessarily asso-

ciated with a COAL. In the table above the 20,935 BOALs are divided among the

4,427 OALs with BOALs; however, the 18,356 OALs are not divided among the 424

COALs.

The most primary economic unit officially became the BOAL in the consti-

tutional reforms of 1974; consequently, all official enterprise-level data

compiled from 1976 to the present has been collected at the level of the BOAL.

The question of the actual level within the enterprise (BOAL vs. OAL) at

which economic decisions are made remains an open one. One area in which the

size of the enterprise (OAL) appears to be important is that of the securing

of credit. Because rules of credit rationing often specify that the firm

supply a certain percentage of investment in retained earnings, more profit-

able firms have access to higher amounts of credit. While the BOAL is theo-

retically the relevant unit of consideration for credit allocation, the OAL

appears in practice to be an active participant in the process of investment

finance. The size of an enterprise and its pool of retained earnings, there-

fore, can be significant factors in the allocation of bank credit. Self-

management agreements signed between BOALs within an enterprise may also allow

for the pooling of retained earnings to finance an investment project of a

particular BOAL. Hence, the size of the parent OAL may also be an important

factor in determining the ,quantity of internally financed investment of a

given BOAL.

To the extent that BOALs are autonomous, BOAL-level data are the appro-

priate data to use in a study of the distribution of enterprise income in

Yugoslavia. If the OAL is actually the relevant economic unit, then we should

expect empirical support from the Slovenian data for the model discussed above

to be weak.
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Table 1 provides descriptive statistics for BOALs in the five Slovenian

industries.13 Mean percentages of profits accounted for by salaries (W/PRNET)

for 1979 range between 58 and 71 across industries, but small coefficients of

variation (standard deviation/mean) of per worker salaries relative to profits

within each industry support the hypothesis that PI constraints exist. While

the coefficients of variation for per worker CC and accumulation are greater

in each industry than those for salaries, the relative lack of variation

across industries in CC as a proportion of profits suggests the existence of

republican-level constraints (or agreements) on contributions to CC.

Table 2 disaggregates business accumulation into various uses, both

obligatory and voluntary. Of course, the quantity of loan repayments due in

any year may induce enterprises to increase general allocations to the busi-

ness fund. Accumulation in this table is defined to include interest payments

on credit; these payments account for around twenty percent of total accumula-

tion. Approximately thirty percent of total accumulation is accounted for by

interest payments and the reserve fund; hence, only seventy percent is actu-

ally available to the enterprise for use in investment and repayments on the

principal of credit. If accumulation is defined without interest payments but

with mandatory depreciation payments, average percentages required for credit

repayment range from thirteen to eighty-nine.

5. Empirical results

The estimation is performed separately fOr each industry, since PI rules

are, in general, industry-specific. In addition, the prevalence of binding CR

or EB constraints is likely to depend upon industry-specific factors, such as

access to credit, terms on which credit is granted, and ability to postpone

debt repayments in periods of financial difficulty. Finally, the use of per-

13See the Appendix for a description of all variables.



Variable

PRNET/L1

W/L 132.7 160.0 195.2
(17.7) (19.6) (25.6)

CC/L 26.0 32.8 34.2
(10.7) (11.1) (17.9)

AKUM/L 71.2 100.7 140.5
(206.1) (177.1) (207.3)

W/PRNET 0.59 0.58 0.55
(0.29) (0.13) (0.12)

CC/PRNET 0.11 0.11 0.32
(0.04) (0.30) (0.04)

AKUM/PRNET 0.26 0.28 0.32
(0.41) (0.27) (0.34)

FOOD/CC 0.18 0.15 N.A.
(0.13) (0.11)

Machine-Building
1979 1980 1981

Table 1

Descriptive Statistics
(Standard Deviations in Parentheses)

Final Wood Products
1979 1980 1981

Construction
Materials

1979 1980 1981
Finished Textiles Beverages

1979 1980 1981 1979 1980 1981

230.6 294.7 382.2 164.5 216.0 295.8 185.8 198.9 323.3 159.4 218.7 292.7 221.9 281.6 352.2
(126.1) (101.6) (131.5) (50.0) (66.9)(109.1) (165.9) (253.6) (84.1) (48.6) (63.5) (96.1) (88.7) (110.3) (130.4)

110.3 133.8 164.6 123.0
(19.7) (14.5) (23.0) (15.9)

18.3 22.6 23.1 23.1

145.2 181.8
(16.7) (21.4)

28.3 27.4
(7.7) (8.1) (25.5) (8.1) (14.2) (18.5)

32.6 54.1 97.8 22.5 0.28 74.19
(57.7) (85.5)(148.4) (161.0) (293.4) (57.3)

0.71 0.66 0.61 0.62
(0.20) (0.15) (0.15) (0.19)

0.11 0.11 0.07 0.12
(0.04) (0.03) (0.06) (0.04)

0.14 0.20 0.26 0.19
(0.28) (0.28) (0.32) (0.21)

0.20 0.20 N.A. 0.18
(0.12) (0.16) (0.12)

0.23 0.59
(0.39) (0.13)

0.08 0.08
(0.34) (0.04)

0.64 0.21
(4.43) (0.13)

0.19 N.A.
(0.16)

100.6 125.0 155.9
(14.8) (16.8) (21.9)

19.0 23.9 21.0
(5.41) (7.1) (10.8)

39.9 72.9 107.1
(63.9) (97.9)(132.7)

0.66 0.60 0.56
(0.13) (0.11) (0.11)

0.12 0.11 0.07
(0.03) (0.03) (0.03)

0.20 0.29 0.32
(0.28) (0.30) (0.31)

0.26 0.25 N.A.
(0.12) (0.14)

116.0 141.6 168.6
(17.1) (17.6) (26.4)

22.1 33.0 23.3
(6.7) (21.4) (10.6)

64.0 89.3 111.5
(74.4) (70.3) (115.9)

0.58 0.61 0.53
(0.16) (0.39) (0.16)

0.11 0.12 0.67
(0.03) (0.05) (0.25)

0.23 0.34 0.26
(0.16) (0.33) (0.18)

0.16 0.21 N.A.
(0.12) (0.12)



Table 1 (cont'd)

• Construction
Machine-Building Final Wood Products Materials Finished Textiles Beverages

Variable 1979 1980 1981 1979 1980 1981 1979 1980 1981 1979 1980 1981 1979 1980 1981

VAC/CC 0.10 0.08 N.A. 0.14 0.12 N.A. 0.11 0.09 N.A. 0.14 0.13 N.A. 0.06 0.08 N.A.

(0.09) (0.09) (0.09) (0.09) (0.10) (0.08) (0.08) (0.08) (0.06) (0.08)

APT/CC 0.45 0.42 0.49 0.49 0.48 0.47 0.45 0.47 0.46 0.36 0.36 0.46 0.39 0.35 0.43

(0.19) (0.15) (0.22) (0.21) (0.16) (0.23) (0.20) (0.23) (0.18) (0.12) (0.11) (0.17) (0.16) (0.12) (0.14)

'All per worker variables are expressed in thousands of dinars.

-
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Table 2

Components of Accumulation'
(Percentages)

Minimum Depreciation To other Debt Repayments/
Industry Interest Depreciation above min. Reserve Fund BOALS Other2 Available Accum.

(INT) (MINAM) (AMOR) (RESERV) (AKOUT) (CR/AVRET)

Machine-Building

1979 20.1 22.0 7.1 11.1 2.3 37.4 66.0
1980 18.9 20.1 6.4 9.4 3.2 42.0 49.6
1981 '22.4 17.6 6.7 8.3 4.9 40.1 53.4

Final Wood Products

1979 24.4 27.7 1.4 9.5 9.5 27.5 23.4
1980 30.1 25.2 1.7 8.0 9.1 25.9 72.9
1981 28.9 20.1 3.5 6.7 8.4 32.4 88.5

Construction Materials

1979 15.9 44.8 6.8 8.5 0.0 24.0 61.0
1980 8.0 26.3 5.5 8.2 0.0 52.0 14.0
1981 15.9 39.2 6.5 7.1 0.4 30.9 35.0

Finished Textiles

1979 14.2 28.6 6.6 13.0 3.2 34.4 20.8
1980 8.8 16.6 6.3 12.3 4.1 51.9 17.6
1981 8.2 15.1 5.8 10.4 4.0 56.6 12.9

Beverages

1979 25.5 33.1 4.2 9.1 0.0 28.1 81.6
1980 6.1 23.4 20.3 6.3 0.0 33.9 43.9
1981 27.4 32.6 5.9 6.0 0.0 28.1 50.5

'Accumulation = ACC.
2General allocations to the business fund that do not correspond to delegated uses.

tC)
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worker variables in the analysis requires that pooling the data for all indus-

tries incorporate an adjustment for the differing skill distributions of

workers across industries. The formulas for this correction are not avail-

able. In short, separate estimation for each industry minimizes the heter-

ogeneity of the enterprises in the sample.

Distinguishing between regimes

The function y in Eqn. (1) measures the effect of current debt obliga-

tions on salaries. The discussion above indicates that one should not expect

that current debt obligations exert an effect on salary payments for each

enterprise; only if debt repayments are sufficiently high to trigger the EB

constraint for a given firm should one expect to observe a negative relation-

ship between current debt obligations and salary payments.

I take into account this variation in the effect of credit repayments on

salaries by allowing the coefficient y to be enterprise-specific. The tech-

nique employed to allow y to vary by enterpirse is to express the coefficient

as a function of enterprise-specific variables. The particular function

estimated is:

(--1—) .4.
Yit = Y1 

+ y 
Y2'PRit 3

CR 
1,

where PRit = per worker profits

(3)

CRit = per-worker payments on l'ong-term debt made during the year.

The variable zit for which yit is the coefficient is CRit; therefore, the

terms entering the estimating equation are yiCRit + y2(CRit/PR1t) + y3(CR)1t.

The rationale underlying this specification of y is that the quantity of

current repayments on long-term debt may trigger the enterprise budget con-

straint. Whether the constraint is triggered or not, however, should depend
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in part upon the size of credit repayments relative to profits. Finally, the

effect of credit repayments upon salaries may not be linear; therefore, a

quadratic term is included.

The choice of appropriate variables to capture the credit-rationing

constraint or the future EB constraint is more difficult. The self-finance

ratio is the variable that determines the triggering of the credit-rationing

constraint; if all of the firm's desired investment cannot be undertaken

without driving the self-finanace ratio below a minimum level, then the

workers may be willing to lower salaries below their maximum level in order to

provide additional self finance that may also be used to secure additional

credit.

I assume that the requirement that firms supply self finance to obtain

credit implies that the quantity of retained earnings on hand in the current

period is important for negotiation with the bank for loans. The quantity of

liquid assets of the firm at the beginning of the current period as a measure

of available self finance would be ideal. This variable is, unfortunately,

not included in the data set. The quantity of earnings retained in the pre-

vious period is available, and this is the measure of available self finance

used. The self-finance ratio, then, can be written as RET_1/INV
d
, where RET

-1

is the quantity of net earnings retained in the previous period14 and INVd is

investment desired for the subsequent period.15

The self-finance ratio as written, however, poses problems for estimation

due to the short time span of the panel. In order to use this ratio, it is

necessary to employ instrumental variables for INV
d. The estimation would

then require, for a given enterprise in a given year, data from the previous

14RET = MONAKUM + MINAM - CRIFIX - CRWORK.

15INV
d is investment for the subsequent rather than the current period, since

it is assumed that firms secure credit during the current period for invest-
ment that takes place at the end of the current period.



22

and subsequent years. This would allow estimation of Eqn. (1) for year 1980

only, since the panel includes data for years 1979, 1980, and 1981. Estima-

tion for one year would be a cross section, and the advantages of the panel

would be lost."

For these reasons estimation with the above self-finance ratio is un-

acceptable. Another possible measure of liquidity is RET_ORET_, + PDUE),

where PDUE is payments due on long-term credit in the subsequent year. PDUE

is reported in the current year. If credit-rationing or future EB constraints

were binding, then low values of this ratio might be expected to correspond to

low values of salaries, for a given level of profits.

Use of the above liquidity measure, however, proved unsuccessful in the

estimation of Eqn. (1). Since inclusion of this variable requires deleting

one of the three years of the panel, I report below results of estimation of

Eqn. (1) without the term risit.17 Deleting this term enables use of all three

years of data.

Table 3 reports estimates of the following equation:18

cR
it
w. = 

1 
p PR. + 2 13 (PRit. )

2 
+ y1 CRit . + y

R-it 

it 
+ y (CRit. )

2 + u. 
it 2P 3 it '

. --7- C . + V .u
it 

(4)

Eqn. (4) is Eqn. (1) with the PI rule defined by p1PR + 132(PR)2 and without

the liquidity term for the credit-rationing and future EB constraints.

"Moreover, if there exist unobservable enterprise-specific variables that are
correlated with the explanatory variables, cross-section estimates are biased.
The discussion below argues that this is likely to be the case with the data
employed here.

17For a discussion of the estimation with this term, see Mitchell (1986).

18All variables employed in the estimation are deflated by a Slovenian price
index.



Fixed Effects

PR

PR2

CR

(CR/PR).100

CR2

R2

Table 3

Estimates of the Effects of Credit Repayments on Salaries

Machine Building Final Wood Products Construction Materials Finished Textiles Beverages
(N=231) (N=348) (14=138) (N=327) (N=60)

0.17
(5.78)

-0.04E-02
(-2.43)

0.17
(2.65)

-0.62
(-5.28)

-0.08E-03
(-1.92)

0.21

0.37
(4.94)

-0.04E-02
(-3.86)

0.25
(3.16)

-0.19
(-1.58)

-0.03E-02
(-1.39)

0.19

0.09
(2.78)

-0.01E-03
(-0.04)

0.39
(3.47)

-0.05
(-0.41)

-0.002
(-3.65)

0.21

0.37
(5.07)

-0.03E-02
(-3.99)

-0.60
(-2.03)

2.11
(2.95)

0.001
(1.21)

0.09

0.54
(3.90)

-0.08E-02
(-2.24)

-0.03E-02
(-2.37)

0.05
(0.38)

0.79
(2.80)

0.41



Table 3 (cont'd)

Machine Building Final Wood Products Construction Materials Finished Textiles Beverages

(N=231) (N=348) (N=138) (N=327) (N=60)

Between Groups

Constant 164.91 122.11 149.64 85.03 42.40

(5.40) (10.85) (10.86) (10.82) (0.88)

PR 0.14 0.21 0.20 0.38 0.71

(0.91) (3.09) (3.24) (8.08) (3.74)

PR
2 -0.19E-05 -0.04E-03 -0.01E-02 -0.03E-02 0.06E-02

(-0.11) (-0.37) (-1.57) (-4.74) (1.12)

CR 0.06 -0.05 -0.42 1.16 -0.07E-02

(0.73) (-0.64) (-1.96) (4.91) (-4.08)

(CR/PR)-100 -0.43 -0.11 -0.22 -3.00 -0.45

(-1.42) (-0.88) (-0.01) (-5.34) (-2.04)

CR2 -0.01E-02 0.04E-02 0.003 -0.002 0.80

(-0.52) (2.04) (2.68) (-1.86) (1.18)

-2 0.40 0.74 0.36 0.66 0.38
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The error is assumed to contain a fixed enterprise-specific component ci

and a normally distributed random component vit; therefore, estimates pre-

sented are fixed effects estimators. The estimation is confined to fixed

effects, since the use of a random error components procedure requires that

the individual error component be uncorrelated with the explanatory variables.

In the model under consideration the explanatory variables are likely to

be correlated with the individual error component for two reasons. First, the

individual error component may be correlated with profits due to the use of

transfer prices between the BOALs of a given OAL. Second, this component may

be correlated with credit repayments as a result of the influence of the OAL

in the securing of credit by a BOAL.

The between groups estimates19 appear in Table 3 principally for com-

parison with the fixed effects estimators. Since the random error components

estimator is a linear combination of the fixed-effects and between-groups

estimators, the latter indicates the maximum deviation of parameter estimates

from those obtained via fixed-effects estimation that would result from use of

a random components procedure. Relative similarity of the estimates is an

indication of robustness of the parameter estimates.

The results reported in Table 3 show that the relationship between sala-

ries and profits is positive with some concavity for enterprises in machine-

building, final wood products, finished textiles, and beverages. A linear

relationship is a better approximation for construction materials.

The concave relation between profits and salaries is consistent with

historical accounts of enterprise behavior and with regulations that were

imposed by authorities on firms in the early 1970's.20 The idea that firms

19The between groups estimation consists of OLS using the three-year averages
of all variables for each enterprise.

20Tyson (1977b) cites the form of the initial rules as associating higher
savings rates with "above-average" profits and, in fact, as replicating exist-
ing savings behavior.
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should allocate a lower proportion of total enterprise income to salaries as

income rises was also mentioned in the Act of Associated Labor of 1976, which

implemented the constitutional reforms of 1974.21

More curious are the parameter estimates for the elements of the function

y. The coefficient on CR is positive for machine-building and construction

materials, indicating a positive relationship between per worker salaries and

current credit repayments. Of greater interest, however, is the combined

effect of the elements of the y function on W, or the implied partial deriva-

tive 8WACR. Each industry, with the exception of machine-building, shows

positive derivatives for virtually every enterprise. In machine-building the

estimated parital derivative (awacR = 0.17 - 0.62(CR/PR) - 0.00008CR) yields

negative values for 40 of the 77 enterprises in 1979, for 36 in 1980, and for

45 in 1981. It is evident, however, that the sign of awacR depends upon the

value of PR.

The positive estimated derivatives for most of the enterprises in the

data set raise several questions of interpretation and econometric technique.

Is the positive relationship reflecting an often alleged positive correlation

between capital intensity and salaries? Are firms able to benefit from the

acquisition of credit for working capital, such as inventories, to pay higher

salaries? Is the variable CR exogenous?

Several economists have argued that the underpricing of capital in

Yugoslavia results in uncaptured payments to capital flowing into workers'

salaries. If this conjecture is true, then the positive values of 3WACR may

be reflecting differences in the capital intensity of enterprises. Inclusion

of a variable measuring the average value of fixed assets used during the year

21Prasnikar (1983) also observed a concave relationship in his sample of 147
OALs during the period 1975-1979.
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in the estimation of Eqn. (1), however, produced no significant changes in the

coefficient estimates for the variables involving CR.

Some Yugoslav economists have also argued that obtaining credit to

finance increases in inventories enables a firm to increase other items on its

balance sheet, such as salaries or investment in fixed assets.22 While this

argument is usually made with respect to short-term credit for working assets,

it is interesting to ask whether long-term credit for working capital exerts

an effect different from that of long-term credit for investment in fixed

assets. Estimation of Eqn. (4) with the term ylCRit replaced by y4CRWORKit +

y5CRFIXit yielded a positive and significant (at the 95% level) estimate of 14

and an insignificant estimate of 15 in machine-building. The positive coeffi-

cient yl, then, appears to be attributable to payments on credit for working

capital in this industry. In finished textiles the estimate of y5 was nega-

tive and significant, whereas 14 was not significant. Both 14 and 15 were

positive and significant in final wood products and construction materials,

whereas neither were significant in beverages.

The positive partial derivatives also raise the question of the exoge-

neity of the variable CR. In accordance with the two-period theoretical model

of the SME, the estimation of Eqn. (4) supposes that the variable CRit is

predetermined. The theoretical model assumes that salaries for year t and

investment for year t+1 are chosen during year t. The repayments on credit

during year t, therefore, correspond to quantities of credit chosen in year

t-1.

In reality, the assumption of exogeneity of current credit repayments may

be questioned, since there exist possible differences in the timing of deci-

sions reflected in annual data from those occurring during one "period" of the

model. Two possible sources of endogeneity in fact exist. First, if CRt

22See, for example, Ribnikar (1979).
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includes payments made on credit obtained during year t and if the new credit

will be used in investment in conjunction with retained earnings in year t

generated by the choice of Wt, then CRt is not exogenous. Second, if enter-

prises exercise some discretion over the quantity of debt repayments due in

year t that they will actually pay, then enterprise budget constraints are in

fact "soft," and CRt is endogenous.

The only available information in the data set relating to the latter

source of endogeneity is the occurrence of overdue, unpaid credit repayments

during the year (UNPDC0.23 The occurrence of unpaid credit, however, is not

in itself evidence of endogeneity of CR. The legal guarantee of minimum

salaries may force an enterprise to postpone some financial obligations to

enable it to pay the minimum salaries. If the occurrence of unpaid credit

does correspond to the payment of legally minimum salaries, we would expect to

see firms with unpaid credit paying lower salaries than those without. Esti-

mation of Eqn. (4), however, with the addition of dummy variables on the

slopes of CR, CR/PR, and CR2 for firms who report positive values of UNPDCR

and the use of an F-test on the three coefficients do not allow rejection of

the hypothesis that there is no difference in the effects of CR on W for these

firms.

That we cannot reject the hypothesis of no difference in the effects of

credit on salaries for those enterprises with overdue credits leaves the doubt

that CR is indeed endogenous due to the existence of soft budget constraints.

In addition, the first potential source of endogeneity of CR due to the timing

of decisions also remains a possibility. Hausman (1978) suggests a specifica-

tion test for the endogeneity of an explanatory variable. This test performed

23Numbers of observations reporting overdue credit repayments were as follows:
machine-building--39 out of 231; final wood products--26 out of 348; construc-
tion materials-- 2 out of 138; finished textiles--4 out of 327.
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on the data for each industry could not reject the hypothesis that CR is

exogenous.24 We therefore proceed with the assumption of exogeneity of CR.

The estimation reported in Table 3 allows some parameters to vary across

observations to compensate for the infeasibility of obtaining maximum likeli-

hood estimates for each regime of interest. It is possible to obtain addi-

tional evidence on the existence of binding EB constraints by splitting the

sample on the basis of a priori information and testing for differences in the

parameter estimates. The variables chosen for division of the sample are CR

and CR/PR.25 Various sample divisions yielded evidence for binding EB con-

straints for some firms in the machine-building and final wood products indus-

tries.26 In addition, several highly indebted firms in construction materials

appear to have soft budget constraints.27 The sample divisions produced no

24The failure of the test may have in fact been attributable to the impossi-

bility of finding a good instrument for CR. Neither lagged per worker pay-

ments due on long-term credit next year (PDUE) nor lagged CR was correlated

with current CR.

25The following values of CR/PR were chosen for sample division: CR/PR > .1

and CR/PR > .2. Values of CR used to split the sample depended upon industry

averages.

26Division of the sample in machine-building was made for average (deflated)

values of CR above 50,000 dinars. (Average (deflated) per worker salaries in

the industry were 215,000.) Use of an F-test indicated significant differ-

ences in the parameter estimates of the y function for firms in the two sub-

sets. One third of the observations showed average values of CR > 50,000.

Sixty percent of these observations had negative values of NACR. All of the

observations with negative derivatives, with the exception of two, had average

values of CR/PR exceeding .15.
Division of the sample in final wood products according to CR above

100,000 (compared with average per worker salaries for the industry of

179,000) showed differences in the overall effect of CR on W that were signif-

icant at the 90% confidence level. Eleven percent of the sample was in the

"highly indebted" subset. All observations with negative values of NACR

appeared in 1981.

27When the eight observations out of ninety-two in the construction materials

industry with average (deflated) values of CR exceeding 75,000 (average per

worker salaries were 198,000) were separated from the sample, the estimates of

the y function changed significantly. Moreover, the values of DWACR were

positive for the eight highly indebted firms and negative for all other firms.

The firms with high values appear to be outliers in that they seem to be able

to pay high salaries despite high levels of credit repayments.
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additional evidence for the existence of binding EB constraints in the fin-

ished textiles industry.28

Collective consumption-profit relationships

Table 4 presents the results from regressions of worker contributions to

collective consumption funds on PR. Estimated percentages of PR accounted for

by CC range from 6 to 15. The low power of PR, however, in explaining the

variation in CC is surprising.

Data on the division of contributions to CC into funds for housing, food

services, and vacations is also available for the years 1979-1980. Regres-

sions of the individual components of CC on PR resulted in much lower explana-

tory power of this variable than in the regressions reported in Table 4. The

poor performance of PR in explaining allocations to the individual component

funds for CC suggests that division of contributions into the component funds

depends upon preferences of workers within each BOAL or upon specific agree-

ments made between the BOALs of a given OAL.

6. Conclusion

The estimation presented in this paper examines the influence of credit

repayments upon salary payments and the influence of per worker enterprise

profits upon contributions to collective consumption.

The results provide evidence in support of binding enterprise budget

constraints in some industries, notably machine-building, final wood products,

and construction materials. Yet, there appear to exist some highly indebted

enterprises in construction materials, relative to other enterprises in the

industry, whose salaries are not sensitive to credit repayments.

, 28Because of the small number of observations in the beverages industry,
division of the sample was impracticable.
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PR

Between Group

Constant

PR

-
R
2

Table 4

Estimates of Collective Consumption-Profit Relationships

Machine Building Final Wood Products Construction Materials Finished Textiles Beverages
(N=231) (N=348) (N=138) (N=327) (N=60)

0:09
(11.55)

0.15
(10.14)

0.37 0.23

15.64
(8.77)

0.65
(15.39)

0.51

4.17
(2.37)

0.84
(2.37)

0.37

0.09
(7.44)

0.29

19.38
(6.28)

0.05
(5.46)

0.17

0.06
(4.45)

0.13
(3.23)

0.06 0.15

9.87
(8.51)

0.07
(17.15)

0.47

3.67
(1.58)

0.09
(14.55)

0.78
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Those enterprises in machine-building which appear to face binding enter-

prise budget constraints earn profits that are lower than the industry aver-

age. Average per worker profits and salaries in this industry as well as the

capital-labor ratio, however, exceed the economy-wide averages.29 This indus-

try is also heavily indebted. (Korosic, 1983) The concavity of PI constraints

seems to assure sufficient enterprise savings for enterprises with above

average profits to cover debt repayments without triggering EB constraints.

It is nonetheless necessary to qualify this conclusion by noting that the

results were unable to explain the relatively large number of enterprises in

this industry that reported overdue credit repayments. It seems rather

obvious that at least some of these enterprises enjoy soft budget constraints

whereby they are not forced to reduce salaries to meet scheduled repayments.

That machine-building is a priority industry may explain why there appear more

enterprises in this industry reporting overdue payments than in the other

industries under examination.

Given that binding EB constraints are linked to the inadequacy of enter-

prise savings (as dictated by PI rules) to meet credit repayments, one might

expect to observe relatively more enterprises facing binding EB constraints in

industries with lower average per worker profits than in high-profit indus-

tries. The evidence from the industries chosen for this study, however, does

not support this conjecture. In particular, there appears to be no evidence

of binding EB constraints in the textile industry, whose average per worker

profits have traditionally been lower than averages for the entire economy."

29In 1979 per worker profits were sixteen percent higher than the average in
the Slovenian economy, and per worker salaries were twelve percent above the
average.

"In 1979 per worker profits in textiles were only seventy-eight percent of
the Slovenian average, and per worker salaries were eighty-five percent of the
average.
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Similarly, in the wood products industry, whose average per worker profits

were eighty-eight percent of the Slovenian average in 1979, only those enter-

prises with severe financial problems were identified with binding EB con-

straints.

The explanation for these findings is not obvious. One possibility is

that access to credit for enterprises in the textile and wood products indus-

tries is limited due to the fact that these are not among the priority sectors

in federal five-year plans. Enterprises may have no choice but to self

finance a large portion of investment, despite the fact that both industries

are major exporters. Another possible explanation for the infrequency of

binding enterprise budget constraints in these industries is that rates of

investment and growth are lower than those of other industries in the economy.

While appropriate estimation of credit rationing and future enterprise

budget constraints would have answered an interesting question concerning the

Yugoslav firm's proclivity to self finance investment, the information

obtained regarding current enterprise budget constraints is valuable. Several

researchers have raised questions regarding the willingness of workers in

Yugoslav SMEs to save. On the basis of the estimation of this paper one can

conclude that for the majority of enterprises in the industries under consid-

eration, enterprise savings do not appear to be induced by the need to repay

long-term debt. An interpretation of this result is that the imposition of PI

constraints compensates for the reluctance of workers to retain earnings. At

the same time, data on repayment of short-term debt and other financial obli-

gations were unavailable; therefore, it is impossible to say whether forced

enterprise savings are, in general, sufficient to cover total financial obli-

gations. The fact that problems of enterprise illiquidity and inter-

enterprise trade credits are significant and persistent in the Yugoslav econ-

omy suggests that forced enterprise savings are quite often insufficient.
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Furthermore, extrapolation of the results on enterprise savings during

the period 1979-1981 to previous years is questionable. A number of policies

instituted in 1979 and 1980, such as requirements that firms make advance

deposits to banks in order to obtain later access to credit and the imposition

of legally binding PI constraints (for 1980), may have raised enterprise sav-

ings rates above those of previous years.

Finally, the estimation of CC-profit relationships offers surprising

results in that enterprise profits appear to explain very little of the varia-

tion in contributions to CC funds, despite the suggestion from Table 1 of the

existence of strict regulation of these funds on the basis of levels of

profits. One might conjecture from these results that allocations to various

CC funds are decided upon at the level of the OAL rather than the BOAL. A

strong economic argument can be made in support of this conjecture, given the

possible economies of scale involved in provision of some of the benefits of

CC, e.g., food services and access to vacation facilities. The estimation of

CC-profit relationships, therefore, may not be amenable to BOAL-level data.
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APPENDIX

Variables in Data Set

ACC MONAKUM + AKOUT + RESERV + MINAM + INT

ADV Advertising costs

AKOUT Accumulation going to other basic organizations

AKUM MONAKUM + AKOUT + RESERV

AMOR Amortization above minimally required

APT Contributions for apartments

AVGFIX Average value of fixed assets used during the year

AVRET Available retained earnings (ACC-INT)

CC Total contributions to collective consumption fund

AVGKAP Average value of capital used during the year

CRFIX Repayments of long-term credit for fixed assets

CRWORK Repayments of long-term credit for working capital

CR Per worker credit repayments, defined as (CRFIX +
CRWORK)/L

FOOD Contributions to food services in enterprises

IND2 Industrial branch

INT Interest payments on credit

INV Investment undertaken during the year

KAP Long-term sources of capital for production (the
business fund)

KAPCC Value of assets for collective consumption

L Number of workers

LOSS Loss occurring

MATCOST Materials costs

MINAM Minimally required amortization
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APPENDIX (cont'd)

MONAKUM Monetary accumulation = AMOR + Contributions to
business and various accumulation funds - LOSS

NETLOSS Loss uncovered by reserve funds and other sources

NEWKAP Value of new fixed assets put into use during year

NUMBO Number of basic organization

NUMW Number of work organization

OTHCC Contributions to other funds for collective consumption

PDUE Payments on long-term credit coming due next year

PR Per worker enterprise profit = PRNET/L

PRNET Net enterprise income

POOL Long-term pooled assets

PRVALK Present (unamortized) value of fixed assets, 1979 and
1980, only

REPVALK Purchase (replacement) value of fixed assets, 1979 and
1980, only

RESERV Contributions to reserve fund

RESTOTL Value of reserve assets

SOLIDAR Sources of assets of solidarity and other uses

STOCK1 Stocks (finished goods) at beginning of year

STOCK2 Stocks (finisehd goods) at end of year

TAXI Contractual obligations and taxes

TAX2 Taxes for community services

TOTCOST Total costs

UNPDCR Unpaid, overdue payments on long-term credit

VAC Contributions for yearly vactions

W Salaries per worker
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