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1. INTRODUCTION

Yugoslavia, vastly due to arrears in agricultural debt repayments. At that

moment, agricultural debts had reached seven billion dinars. Until 1926, at
times of agrarian prosperity, that would have been sustainable debt burden.
However, when purchasing power of agricultural producers weakened
significantly, this burden became unbearable.

I n mid 1931, Great Depression had paralyzed the banking sector operations in

The purpose of this paper is to analyze the government policy response from
1932 to 1936 to realistic threat of total collapse of agricultural and banking sector
in Yugoslavia. This analysis would show the pattern of the policy makers’
behavior that could be instructive for the present world economic crisis situation
and its impact on Serbian economy [2]. Namely, at first, there was a tendency to
underestimate the depth of economic crisis, which lead to week, inadequate
policy response [3]. Only when the situation in real and financial sectors
worsened further, economic policy response was strong enough to prevent
agricultural producers and banks from complete disaster.

The first part of the paper gives a short overview on financial position of
agricultural producers in Yugoslavia at the outbreak of Agrarian Crisis in 1926.
The exposure of banks to agriculture was not an issue during the period of after
World War prosperity and the rise of the prices of agricultural products. It only
became clear how much banks depend on agriculture when in 1929 The
Banking Association from Belgrade urged Government to deal with accumulated
agricultural debt arrears that could paralyze overall banking sector. [9] The
second part of the paper explains main characteristics of interwar banking crisis
in Yugoslavia. This crisis had revealed particularly the vulnerability of small,
weak private banks which depended heavily on agricultural debtors who
borrowed short term loans for the financing of long term agricultural investments.

The third part of the paper deals with the first and second policy response to
agricultural debt problem in Yugoslavia from 1929 to 1936. First, the reasons for
establishing The Privileged Agrarian Bank in 1929 and its alleged role in
rescuing agricultural debtors are explained. Second, the 1932 Law on Protecting
Agricultural Producers, which introduced partial banking moratorium, is
analyzed. With the implementation of this Law the situation in Yugoslav
economy was aggravating only, even though from 1932 to 1935 the Government
introduced several more successive palliative measures to rescue indebted
peasants. Second policy response to agricultural debt problem in Yugoslavia
came in 1936 with Regulation on Writing Off of Agricultural Debts, which
introduced agricultural debt reduction. Special attention is paid to new role of
The Privileged Agrarian Bank, which served as an instrument of government
intervention in agricultural debt consolidation. Finally, the fourth part of the paper
discusses the turning point of banking crisis that happened thanks to the 1933
Regulation on the protection of banks and their clients. This Regulation enabled
private banks to converse short term peasants’ debts into long term ones and to
survive until 1936, when those debts were written off.
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2. INTERWAR AGRARIAN CRISIS IN YUGOSLAVIA

After the end of the Great War, until the 1920 harvest, The Kingdom of Serbs,
Croats and Slovenes (SCS) had to import food, so the food exports were
restricted and controlled and the food imports were favored. With the
abolishment of export restrictions, the exports of agrarian products started to
grow but only as much as it was allowed by the reparations of railways. When
railway transport had been completely normalized in 1923, the exports reached
their natural and possible level in relation to imports, so foreign trade deficit
almost vanished. In the following few years, until the first signs of Great
Depression, The Kingdom of SCS had been achieving excellent results in
exports. Those results were met partly thanks to high prices of agricultural
products on world commodity markets.

Until Great Depression, The Kingdom of SCS was one of the most
important granaries of West European and Central European countries whose
food needs grew quickly after the Great War. This fact was important for
economic development of The Kingdom of SCS because three thirds of its rural
population lived exclusively from agriculture. In the overall interwar period,
around 55 percent of national income had been created in agriculture and
forestry. [5]

At times of after-war prosperity, however, the need for improvements in
agricultural production as key economic sector had been considered by policy
makers only verbally. The need for agricultural credit had been especially
neglected. In 1922-1925 periods, peasants had repaid almost all old debts
thanks to large domestic and world demand for agricultural products and their
prices growth. But while repaying the old debts, peasants accumulated the new
ones. Homesteads devastated in the war had to be repaired; agricultural tools
had to be purchased; and with agricultural products demand growth, those tools
purchases had to be enlarged. The majority of peasants could obtain funds for
these businesses only by borrowing money. However, institutionalized
agricultural credit on the State level did not exist at those times. The State
Mortgage Bank had been occupied primarily with reparation and reconstruction
activities in the city of Belgrade. Solid, large private banking institutions were not
interested in investing in agriculture either. With the exception of Slovenian
agricultural producers, peasants in all other parts of The Kingdom of SCS had to
rely heavily on expensive loans of small local private share-holding banks. When
in 1923, The National Bank introduced credit restrictions in line with its newly
introduced currency stabilization policy, many of those small local banks went
bankrupt, so agricultural producers were forced to turn back to private persons
who lent money under loan-shark conditions. However, as long as post-war
economic boom pursued on domestic and international commodity markets,
policy makers had not considered this, by far, present problem of the key
economic sector as of high priority.

286



Industrija 2/2011.

Table 1-Price indices of agricultural products and general price indices in
The Kingdom of Serbs, Croats and Slovenes (The Kingdom of
Yugoslavia) 1923-1939, in 1938 prices

Year | Price indices of agricultural products | General price indices
1923 212.7 189.2
1924 218.6 191.9
1925 169.8 157.6
1926 163.5 145.1
1927 164.5 141.7
1928 168.4 145.2
1929 158.8 137.9
1930 126.6 117.1
1931 109.7 107.2
1932 93.2 95.2
1933 85.4 92.7
1934 78.4 84.3
1935 84.1 88.1
1936 87.8 90.8
1937 96.5 99.8
1938 100.0 100.0
1939 103.3 103.5

Source: [5] p. 40, 48

Money that agricultural producers borrowed from small local banks and private
persons was mostly spent for current needs. Technical improvements in
agriculture were neglected. At the same time, the world experienced real boom
in mechanization and technological innovations in agricultural production. Those
technical and technological improvements were particularly made in overseas
states such as The USA, Canada and Australia. Thus, agricultural producers
from those states were in a position to cut the costs of their production and to
win the battle in competition with European agricultural producers. However,
from 1925 and onwards, overseas countries had been producing more
agricultural products than their domestic and foreign markets could absorb even
at lowered prices. Large inventories of agricultural products had been
accumulated, so the prices of these products started to fall on the world
commodity markets. Excessive production of agricultural products had turned on
the wheel of the world agrarian crisis that grew later into Great Depression. [13]

The first signs of agrarian crisis in The Kingdom of SCS could be traced in 1925,
with the emergence of falling prices of both agricultural and industrial products
(Table 1). In 1929, the crisis gained its momentum with ever falling prices until
1934. For example, from 1929 to 1933, the price of corn went 50% down and
from 1929 to 1934 the price of wheat went 55% down. The prices of other plant
products experienced almost the same downward trend. The fall in prices of
agricultural products had induced the fall in purchasing power of the population
living from agriculture. Thus the fall in aggregate demand on domestic market
emerged and the crisis hit the overall economy.
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Table 2 -National income of The Kingdom of Yugoslavia and other selected
countries 1929-1933, millions of US dollars

In crisis year* as % of 1929
Country 1929 1932 1933 national income
Australia 8,787 | 2,570 | 2,677 69
Austria 1,044 895 799 77
Belgium 1,905 | 1,890 | 1,382 73
Bulgaria 406 284 257 63
Canada 5,867 | 3,377 | 3,221 55
Czechoslovakia | 2,667 | 1,722 | 1,588 59
Denmark 992 911 951 92
Estonia 92 60 67 65
Finland 461 350 383 76
France 9.599 | 8.071 | 7,797 81
Germany 18,092 | 10,761 | 11,080 59
Hungary 1,032 700 647 63
Ireland 787 708 682 87
Japan 5,941 | 5,099 | 5,717 86
Netherlands 2,319 1,763 | 1,722 74
New Zealand 860 659 633 74
Norway 590 518 510 86
Poland 3,175 | 1,739 | 1,739 55
Romania 1,202 619 594 49
Sweden 2,045 | 1,715 | 1,730 84
Switzerland 2,058 | 1,445 | 1,329 65
Unit. Kingdom 21,335 | 18,707 | 19,281 88
USA 82,691 | 40,089 | 42,504 49
Yugoslavia 1,215 564 564 46

*In 1932 or 1933, depending when the fall in national income had been larger.
Source [11]

Yugoslavia was among agrarian countries that were most severely hit by Great
Depression. Besides in Yugoslavia, only in The USA and Romania, national
income had been more than halved between 1929 and 1933 (Table 2). The fall
in demand and prices of agricultural products ruined indebted peasants. Already
between 1926 and 1928, when agricultural and overall economic crisis had only
been in sight, the disparity emerged between debt repayment possibilities of
agricultural producers and their financial obligations made earlier under
unfavorable conditions. At the time of Depression, such disparity widened
heavily, so agricultural debtors were at the threat of massive default. For
example, borrower who took certain loan in 1927, during 1933-1934 had to
repay it with twice as much plant and animal products or with 30% more of
industrial products than he could buy at the moment when he had taken the
loan.

Revenues of agricultural producers suffered heavily due to the fall of prices of
agricultural products and later the fall of the prices of all raw materials on the
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world commodity markets. Namely, it was necessary to export ever growing
quantities of commodities to acquire the same level of export revenues.
However, it was neither possible to enlarge exports nor to keep them on the
level reached after the end of Great War. From 1929 to 1935, the value of world
trade had dropped by more than two-thirds. While from 1925 to 1929 The
Kingdom of SCS managed to export 4,000 to 5,000 tons of agricultural products
and products of forestry and mining industry per year, in 1930 the quantities of
exported commodities were 25% smaller [11][12]. From 1926 to 1934, Yugoslav
commodity exports revenues dropped from 7,818 million dinars to 3,387 million
dinars and they never reached their pre-crisis level until World War II.

3. INTERWAR BANKING CRISIS IN YUGOSLAVIA

In the interwar period, Yugoslav banks were of mixed type, meaning that there
was no division between deposit and commercial banks. The scope of their
activities encompassed frequently not only all banking but also merchant
businesses, and many of them entered also into speculative dealings. Their
major sources of capital were savings deposits while most of them invested
exclusively in industry.

The explanation for such universality of banking activities could be found in
historical and economic conditions that prevailed in newly created Kingdom of
SCS. The new State was constituted of many regions that belonged to different
States before World War | — which meant at the same time that those regions
differed in legal and economic systems. Ties between banks and industry
existed primarily in northern and north-western parts of the country while
Serbian banks dealt with merchants and, what is even more important from the
point of view of Great Depression, with agricultural producers.

Lack of organized agricultural credit, especially the long term one, burdened
private banks with the need for crediting not only industry but also agriculture.
Peasants took primarily short term loans from private banks and those loans had
to be secured with bills of exchange. However, very frequently those short term
loans were converted into long term ones because peasants used them for their
long term investments. The banks, hoping for ever lasting economic prosperity,
were in favour of supplying peasants with such loans, regardless the fact that
their maturity was not in line with peasants’ repayment possibilities.

The newly founded Kingdom of SCS had inherited extensively diverse banking
regulations from its constituents. Banking sector was comprised of numerous,
mainly smaller-size institutions. Immediately after the new State had been
founded in 1918, the number of banks started to increase. The process of
establishing new banks was in full upswing during 1922, at the height of inflation
period. From 1920 to 1923, due to inflation, Belgrade stock exchange was
characterized by an intensive trade in stocks of especially banking institutions.
Profit outlook was great, and, hence, joint stock capital of the banks grew. From
1921 to 1924, it increased from 829.8 million dinars to one billion 919 million
dinars. Such development was largely incited by the general tendency to
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industrialize the country. Not before the collapse of certain banks that occurred
in 1926 did the further establishing of new banks cease. It is then that the
number of banks in the Kingdom, and consequently in Serbia, started
decreasing. [14]

Table 3-Short term loans secured with bills of exchange granted by
Yugoslav private banks in 1922-1937 period

vears Amount c.)f.short.term Compared to 1922, in Compared to 1930,
loans millions dinars % in %

1922 1,810 100.0 _

1923 1,937 107.0 _

1924 2,182 120.6 _

1925 3,204 177.0 _

1926 3,993 220.0 _

1927 4,227 233.6 _

1928 4,894 270.4 _

1929 5,250 290.1 _

1930 5,596 309.2 100.0

1931 5,328 294.4 95.2

1932 4,336 239.6 77.5

1933 4,117 227.5 73.7

1934 3,916 216.4 70.0

1935 3,443 190.2 61.5

1936 3,195 171.0 55.3

1937 2,357 130.2 42.1

Source [6]

Large dispersion of banking capital was one of the most significant factors that
contributed to extremely high interest rate on Yugoslav market which presented
a serious problem during the entire interwar period. In attempt to decrease the
market interest rate (which was, for example, as high as 30% in 1922), the
National Bank of the Kingdom of SCS took measures that implied merging of the
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smaller banks and determining the minimum net capital stock that banks were
required to have in order to be granted loans from the National Bank. These
measures could not have yielded significantly positive results, but, nonetheless,
by 1930, certain centralization of the banking capital took place (to exemplify,
from 1927 to 1935 twenty cases of banks merging were recorded). [9]
Furthermore, dispersion of the banking capital was particularly widespread in
Serbia, even in Belgrade, while such phenomenon was less present in former
constituents of Austrian-Hungarian Monarchy, apart from Vojvodina.

The crisis of Yugoslav banking sector that emerged in Fall 1931 was closely
connected to the banking crises in Germany, Austria and indirectly in Hungary.
Namely, closed business ties of certain Yugoslav banks particularly with
Viennese banks, which experienced serious crisis in that year, caused domino
effect in The Kingdom of Yugoslavia. The withdrawal of foreign capital had
alarmed domestic savers who started themselves to withdraw quickly their
deposits from Yugoslav banks. Such mistrust in domestic banks had been
further aggravated by the actions of The National Bank of The Kingdom of
Yugoslavia. The withdrawal of foreign capital provoked restrictive monetary
policy measures. In an attempt to keep domestic currency stable, National Bank
had been increasing successively its discount rate. When those measures failed
to stop demand growth for money, on August 8" 1931, National Bank decided
to cut monetary supply. Already in October 1931, the first wave of savers’
mistrust had occurred; until the end of November 1931, 2.1 billion dinars (15% of
all savings deposits) were withdrawn from private banks. [8]

The withdrawal of savings deposits had continued, though at slower pace,
during 1932 as well as in the following years - until the beginning of World War
Il. Due to the withdrawal of foreign capital and savings deposits from domestic
banks, Yugoslav capital market, which was already poor, experienced severe
capital shortages. One of most important functions of banks such as credit
supply had almost disappeared so Yugoslav banking sector had experienced
silent liquidation.

In the first phase of mistrust, domestic banks were entirely left to themselves.
National Bank had stood aside because currency stabilization goals were of
higher monetary policy priority than supplying the economy with credits. Foreign
exchange outflow as a consequence of the events in Germany, Austria and
Hungary endangered the stability of dinar. But in the same time, at a risk of
witnessing collapse of entire banking sector, National Bank had to retrieve from
its restrictive policy measures and to enlarge its monetary supply. Until the end
of 1931, private banks were supplied from National Bank with 697.7 million
dinars of new loans and until the end of March, 1932 National Bank granted to
them another 1,142 millions dinars of new loans. [1] However, such increased
money supply was not sufficient to rescue banks and it could be considered only
as a sort of assistance in an acute danger.

At the beginning of banking crisis the banks that were doing business with
industry were hit, but later numerous small banks whose main clients were
peasants were not speared either. When due to the fall in prices of agricultural
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products the purchasing power of agricultural producers started to weaken, they
could hardly afford not only to buy industrial goods but also to repay their debts.
Those debts were accumulated mainly at times of after World War | economic
prosperity, when peasants took loans from private banks to buy additional land.
Due to deflationary monetary policy of National Bank aimed to preserve the
stability of dinar in years which preceded Great Depression, peasants’ debts
increased in real terms. According to calculations of Privileged Agrarian Bank,
national income from agriculture had halved and peasants’ debts doubled from
1926 to 1931. [10]

4. RESCUING AGRICUTURE FROM COLLAPSE

Under the pressure of diminished purchasing power, in need to repay their
debts, agricultural producers were forced to borrow mainly from loan sharks and
small local banks. Their economic position had become hopeless and it was
clear that Yugoslav society was facing the problem of peasants' over-
indebtedness. Soon, that became not only economic but also social and political
problem.

The State tried to solve the problem of agricultural credit shortage with the
foundation of Privileged Agrarian Bank of The Kingdom of Yugoslavia (Agrarian
Bank). It was a shareholding bank, with majority capital owned by the State. The
Law from April 16, 1929 stipulated that Agrarian Bank had been founded with a
task of supporting agriculture with help of short-term and long-term credits aimed
exclusively for agricultural producers and agricultural cooperatives. Short-term
loans, secured with bills of exchange, were aimed for purchases of agricultural
equipment while long-term mortgage loans were aimed for purchases of land
and for peasants' debt conversion. [15] Debt conversion meant that a peasant
could obtain long-term mortgage loan from Agrarian Bank to refinance his
outstanding debts to private banks and persons. A peasant, who had borrowed
money from Agrarian Bank for the purpose of refinancing old debts, was in
position to repay new debts under much more favorable conditions. While in
Serbia, for example, the interest rates paid to local private banks reached 40%
and to private persons 100% in 1929, Agrarian Bank charged long-term
mortgage loans with 9% to 10% interest. [4]

Already in 1929, favorable credit terms of Agrarian Bank aimed for refinancing of
peasants' old debts had saved many agrarian producers from losing their land.
Also, relatively low 9% to 10% interest rate on Agrarian Bank mortgage loans
had an indirect effect on lowering interest rates of private banks that lent money
to agricultural producers. However, since Agrarian Bank was founded in harsh
economic conditions the starting impetus of its operations lasted no longer than
mid 1931. Then, Great Depression in Yugoslavia had paralyzed the operations
of whole banking system.

The effect of the operations of Agrarian Bank remained pale in relation to the
magnitude of the problem of peasants' over-indebtedness that grew with the
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worsening of Great Depression. In 1931, peasants' debts in Yugoslavia reached
7 billion dinars what would have been tolerable burden at times of after World
War | economic prosperity. However, at times of rapidly weakening peasants'
purchasing power such burden had become unbearable. While in 1926 income
from agriculture was more than 31 billion dinars and peasants' debts were 3
billion dinars, in 1931 income from agriculture was reduced to 15 billion dinars
and peasants' debts grew to 7 billion dinars. [10]

The structure of peasants' debts toward certain categories of borrowers
remained very unfavorable even four years after the beginning of the operations
of Agrarian Bank because only a small portion of the worst peasants' debts were
refinanced. In 1932, out of total amount of debt owned by Yugoslav peasantry,
45.17% was to private persons, 32.18% to private banks, 12.54% to agricultural
cooperatives and 10.11% to both State Mortgage Bank and Agrarian Bank. [9] In
such emergency situation, Government had to intervene.

The Law on Protecting Agricultural Producers from April 1932 postponed all
peasants' debt repayments and stopped all confiscations of peasants' lands and
homesteads that were in progress. Also, new confiscations were forbidden. It
was decided that those measures would be applied temporarily, until definite
decision on the conversion of peasants' debts. For private banks, the most
important clause of that low was one that defined conditions under which banks
could seek Government protection from difficulties caused by its implementation.
It was double-edged sword for a bank to meet those conditions because it had to
accept to give up its business independence. Namely, a bank seeking state
support had to wait for the decision of Ministerial Council on the proposal of
Minister of Trade and Industry and to obey to special regulation that was issued
afterwards. Such regulation placed a bank and its operations under the control
of a state-appointed commissioner.

Stipulations from The Law on Protecting Agricultural Producers were primarily
aimed only for agrarian debtors to private banks and private persons. However,
in a situation in which financial position of agricultural producers had been
worsening further, in 1934 it has been decided that debtors to Agrarian Bank
should be also encompassed. This partial banking moratorium had been
considered as temporary one but it turned out that it lasted four and a half years.
In that period, separate regulations on the postponing and repaying agricultural
debts were updated and changed but the problem of peasants' over-
indebtedness had not been solved. Agricultural producers were too exhausted
by Great Depression to be able to continue to repay their debts.

Until Fall 1936, with such state of partial banking moratorium, Yugoslav
Government tried to protect banking system from writing off peasants' debts.
However, peasants' over-indebtedness was threatening to endanger overall
economic and social system. Writing off of peasants' debts became inevitable.
The problem of peasants' debts had been partially solved with The Regulation
on writing off peasants’ debts from September 1936. According to that
Regulation, 50% of debts were written off when a peasant owned less than
25,000 dinars to his creditor. The percentage of debt for writing off for peasants
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who owned more than 25,000 dinars to their creditors was to be decided by
district courts. In these cases, debt eligible for writing off could be 30% to 50% of
overall debt. All peasants' debts claims from private banks and agricultural
cooperatives were transferred to Agrarian Bank. Private persons who lent
money were obliged also to reduce their claims towards agricultural producers to
50%, and the problem how to collect the other 50% from their debtors had been
left to them. Regardless to whom they owned money, borrowers had to repay
the rest of their debts in 12 years period.

To compensate private banks and agricultural cooperatives, Agrarian Bank had
committed itself to repay 50% of their claims in 14 years period in equal yearly
money shares, and 25% of their claims in 3% Government bonds in 20 years
period. It means that another 25% of remaining claims of private banks and
agricultural cooperatives on peasants' debts had been written off.

To enable Agrarian Bank to pursue this rescue operation, in 1936, Yugoslav
Government issued 3% bonds for writing off peasants' debts. Nominal amount
of 3% Government bonds issued was 5 million dinars and their maturity was 20
years. The Regulation on writing off peasants' debts stipulated that this amount
could not be larger than 9 million dinars. Agrarian Bank surrendered those
bonds to private banks and agricultural cooperatives by the end of 1936 and
Yugoslav Government started to repay its debt in 1937. Debt repayments of 3%
Government bonds for writing off peasants' debts had fallen at the expense of
Government Budget.

After writing off half of peasants’ accumulated debts, the debt burden on
agricultural producers in Yugoslavia had been reduced to fit their diminished
purchasing power after Great Depression. Namely, in the second half of the
1930s, domestic and world prices of agricultural products had been stabilized at
the level halved in comparison to their level at times of strongest economic
boom in the mid 1920s.

5. RESCUING BANKING SECTOR FROM COLLAPSE

The Law on Protecting Agricultural Producers from April 1932 (Paragraph 5)
enabled banks that had difficulties in meeting their financial obligations due to
peasants’ debt repayments arrears to demand extension of deadlines for the
payments of bank deposits and other financial claims. This Paragraph meant in
fact introduction of emergency monetary policy measures. It was recognition of
inability of capital market mechanism to prevent the collapse of Yugoslav
banking sector. Since the withdrawal of bank deposits had not been stopping,
Regulation on the payments of bank deposits had been introduced in the end of
1932.[7] Since the ratification of The Law on Protecting Agricultural Producers in
April 1932 until the end of 1932, the regime of banking moratorium stipulated by
Paragraph 5 of the Law was implemented in cases of 42 banks (out of which six
were among the largest Yugoslav banks). In the following year, the number of
banks that searched for legal protection grew to 150. In November 1933, new
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Regulation on the protection of banks and their clients was introduced
(exchanged by another similar Regulation introduced in November 1934). Its
goal was to restore Yugoslav banking sector and to normalize the credit
relations in the country.

At the same time, The Regulation on the Protection of Agricultural Producers was
adopted, which instead of previous provisional moratorium state was aimed to set
deadlines for peasants’ debt payments and ease their debt burden - which would
indirectly contribute to achieving the tasks of bank protection and rehabilitation of the
banking sector. When it comes to bank and credit policy, these two regulations meant
moving into a new direction; the banking moratorium was supposed to lead to
rehabilitation of banking sector and its rescue from difficult situation with peasants’ debts.
Regulation on the protection of banks and their clients from November 1933
converted short term peasants’ debts to long term ones, which was the turning
point of this banking crisis.

According to an analysis of The National Bank of the Kingdom of Yugoslavia
from 1936, 553 out of 610 private banks claimed debt repayments from
agricultural producers. In their bill of exchange portfolio worth 4,142 million
dinars, peasants’ bills of exchange amounted to 1,524 million dinars (36.8 %).
The majority of peasants’ creditors were 477 small private banks whose capital
was not exceeding 3 million dinars. While the capital of all private banks was
430 million dinars and the savings deposited in these banks were 2,225 million
dinars, their claims for peasants’ debt repayments amounted to 1,065 millions
dinars. It means that those banks invested in agriculture all their capital as well
as 635 million dinars from savings accounts of their clients. [7]

6. CONCLUSION

In 1933-36, Yugoslav Government decided to introduce banking moratorium
under the pressure of Great Depression but the legal measures undertaken to
alleviate the crisis only aggravated it and postponed its final solution. As a
matter of fact, Regulation on the protection of banks and their clients from
November 1933 did put certain private banks in non-bankruptcy liquidation while
only small number of banks was enabled to pursue the process of restoration.
However, that was far from the solution of banking crisis. Majority of private
banks continued to operate under moratorium regime so trust that would be the
precondition for healing of banking sector in Yugoslavia was not restored. Such
conditions prevailed in Yugoslav banking sector until the beginning of World War
Il. Regulation on liquidation of peasants’ debts introduced in September 1936,
stipulating definitive repayments of agricultural producers’ debts in period of 14
to 20 years, had to some extent eased the problem of agricultural producers’
indebtedness but that did not bring solution for the crisis of banking sector; the
destiny of private banks had remained uncertain.
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